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FOREWORD 

The United Nations Conference on Trade and Development held in Geneva in the spring 
of 1964 ushered in a new chapter in the history of United Nations endeavours to accelerate 
the economic development of developing countries. The Conference has shown the way towards 
a more just and rational international economic order in which the poor nations, which make 
up the great majority of mankind, will at long last be able to have an adequate share in the fruits 
of economic and technological progress. 

The Conference has taken the first steps towards the establishment of a new trade policy 
for development. It has, moreover, recognized that if the acceptance of broad principles and 
policies for the conduct of international trade is to have real meaning, those principles and policies 
must be translated into practical action through effective international machinery. 

The results of the Conference are an eloquent tribute to the wisdom and maturity ofits 
participants. Despite differences of opinion on many problems, they laboured unremittingly 
to achieve the greatest possible degree of agreement on a number of urgent measures which 
should be taken by both developed and developing countries. They also decided to study further 
a number of other measures on which agreement had not yet been reached. 

Publication of the Conference proceedings is intended in the first instance to furnish Govern
ments and the General Assembly with a full account of what has been accomplished and what 
remains to be done. It should also help to meet the wider public interest in questions of 
development and trade which the Conference has stimulated. 

It is my hope that the work begun in Geneva will move forward with vigour and imagination. 
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U TRANT 

Secretary-General of the United Nations 



PREFATORY NOTE 

This eight volume series attempts to provide a self-contained reference to the Proceedings 
of the United Nations Conference on Trade and Development. Apart from the actual Pro
ceedings of the Conference, and the reports of the five Main Committees, it contains most of 
the background material prepared for the Conference and other documents referred to in the 
Proceedings. Only papers of a more limited character, such as country studies or special 
commodity studies have, for technical reasons, been excluded. 

The Final Act adopted by the Conference (including the thirty-five Principles and fifty-seven 
Recommendations) together with the Report of the Conference are published in volume J. This 
volume also contains a complete check list of all documents used during the Conference. 

The report "Towards a New Trade Policy" submitted by the Secretary-General of the 
Conference prior to the opening of the Conference is published in volume II. This volume 
also contains the opening addresses delivered by the President of the Swiss Confederation, the 
Secretary-General of the United Nations and the President and Secretary-General of the Con
ference together with the opening and closing policy statements of the heads of delegations, and 
representatives of specialized agencies and GATT, regional economic groupings, non-govern
mental organizations, etc. 

The pre-Conference documents are published in volumes III to VII inclusive. For the sake 
of convenience the material has been divided into five parts according to the agenda items for 
the five Main Committees: 

First Committee 
Second Committee 
Third Committee 

Fourth Committee 
Fifth Committee 

International commodity problems 
Trade in manufactures and semi-manufactures 
Improvement of the invisible trade of developing countries and 
financing for expansion of international trade 
Institutional arrangements 
Expansion of international trade and its significance for economic 
development and implications of regional economic groupings 

The allocation of the papers is of necessity somewhat arbitrary since some of these apply 
to more than one Committee. The texts of the pre-Conference documents are here presented 
in the form in which they were originally submitted to the Conference, with no editorial changes 
as regards references. However, where references have been made to documents bearing 
E/CONF.46 ... symbols and which have been reprinted in this series, the number of the volume 
in which they appear has been inserted. 

Volume VIII contains those documents of the Conference on Trade and Development 
which, it was felt, should be published for reference purposes, but which did not fall obviously 
into any of the categories covered by the other volumes of the series. These documents consist 
of the reports of the three sessions of the Preparatory Committee, followed by a letter from the 
Secretary-General of the Conference containing a list of the questions that were brought up in 
preliminary discussions on the various topics of the agenda, as had been promised at the Third 
Session of the Preparatory Committee; a number of letters and memoranda concerning some 
of the other issues raised during the meetings, five draft recommendations which could not be 
discussed for lack of time, but which the Conference felt were of sufficient interest to warrant 
their transmission to the "continuing machinery", the relevant extract from a booklet published 
by the FAO which is now difficult to obtain but which was frequently referred to during the Con
ference, memoranda from two of the non-governmental organizations and finally the list of 
members of delegations attending the Conference, of observers sent by various organizations, 
and also of the secretariat of the Conference. 
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The titles of the eight volumes of the series are as follows: 

I Final Act and Report VI Trade expansion 
II Policy statements and regional groupings 

Part 1 
III Commodity trade VII Trade expansion 
IV Trade in manufactures and regional groupings 
V Financing and invisibles Part 2 

Institutional arrangements VIII Miscellaneous documents 
and list of participants 

EXPLANATORY NOTE 

The following symbols have been used in the tables throughout the series: 
Three dots ( ... ) in some studies or two dots ( .. ) in others indicate that data are not available or are not 

separately reported 
A dash(-) indicates that the amount is nil or negligible 
A blank in a table indicates that the item is not applicable 
A minus sign(-) indicates a deficit or decrease, except as indicated 
A full stop (.) is used to indicate decimals 
A comma (,) in the text and a space in the tables are used to distinguish thousands and millions 
A stroke(/) indicates a crop year or financial year, e.g., 1960/61 

Use of a hyphen(-) between dates representing years, e.g., 1961-1963, signifies the full period involved, including 
the beginning and end years. 

Reference to "tons" indicates metric tons, and to "dollars" United States dollars, unless otherwise stated. 
The term "billion" signifies a thousand million. 
Annual rates of growth or change, unless otherwise stated, refer to annual compound rates. 
Details and percentages in tables do not necessarily add to totals, because of rounding. 
Certain abbreviations have been used: 
AID Agency for International Development (United States). 

CICT Commission on International Commodity Trade. 
CMEA Council of Mutual Economic Assistance. 

DAC Development Assistance Committee (of the Organisation for Economic Co-operation and Development). 
EDF European Development Fund (of the European Economic Community). 
EEC European Economic Community. 

EFT A European Free Trade Association. 
EPTA Expanded Programme of Technical Assistance (of the United Nations). 
FAO Food and Agriculture Organization of the United Nations. 

GATT General Agreement on Tariffs and Trade. 
IBRD International Bank for Reconstruction and Development. 

ICCICA Interim Co-ordinating Committee for International Commodity Arrangements. 
ICICI Industrial Credit and Investment Corporation of India. 

IDA International Development Association. 
IDB Inter-American Development Bank. 
IFC International Finance Corporation. 

OAS Organization of American States. 
OECD Organisation for Economic Co-operation and Development. 
OEEC Organisation for European Economic Co-operation. 
OPEC Organization of Petroleum Exporting Countries. 
SITC Standard International Trade Classification. 

UNICEF United Nations Children's Fund. 
UNRWA United Nations Relief and Works Agency for Palestine Refugees. 

UNSF United Nations Special Fund. 
"Rhodesia and Nyasaland" stands for the Federation of Rhodesia and Nyasaland. 
The Republic of South Africa is so designated even where the material covers the period prior to 31 May 1961, 

when the country was known as the Union of South Africa. 
Where statistical presentation has rendered it necessary, "Malaya" has been used to designate the Federation 

of Malaya and Singapore; "South Africa", the Republic of South Africa, South West Africa and the High Com
mission territories of Basutoland, Bechuanaland and Swaziland; and "UAR" the United Arab Republic. 
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PROBLEMS OF LAND-LOCKED COUNTRIES * 

To the Secretary-General of the United Nations Con
ference on Trade and Development. 

At the twentieth session of the Economic Com
mission for Asia and the Far East (ECAFE) in 
Teheran, a resolution [(51[xx])] on the Transit Trade 
of land-locked countries was unanimously adopted 
by the Commission. This resolution: 

Recognizes 

"that the subject is of the most importance in the 
economic development of land-locked countries of 
Asia, Africa, Europe and Latin America who form 
one-fifth of the nations of the world; 

"Strongly recommends that the subject be given 
urgent and sympathetic consideration at the forth
coming United Nations Conference on Trade and 
Development with a view to formulating an adequate 
and effective international convention to ensure the 
freedom of transit trade of land-locked countries. 

"Recommends further that the forthcoming United 
Nations Conference on Trade and Development 
establish a committee especially to achieve the above 
objectives". 

We wish also to call your attention to the action of 
the Preparatory Committee of the Conference, which, 
at its third session, decided that the problem of land
locked countries would be considered under item 10 (e) 
of the agenda which was adopted by this Conference 
on 23 March. 

• This note was submitted by Afghanistan, Laos and Nepal in 
connexion with item 10 (e} of the agenda on the subject "Principles 
governing international trade relations and trade policies conducive 
to development" (item 1.5 of the list of main topics). See "Interim 
Report of the preparatory <:'ommittee (first session}", para. 6, in 
Vol. VIII of this series. 

[Original: English] 

It should also be noted that this decision of the 
Preparatory Committee was reconfirmed at the pre
conference meeting held on 21 March, which agreed 
that for the consideration of the problem of land
locked countries and the formulation and adoption of 
a draft convention covering the subject a special 
committee should be established. 

Accordingly, the undersigned representatives of 
land-locked countries have the honour of requesting 
the circulation to the members of the Conference of the 
following documents which were annexed to the 
ECAFE resolution: 

(i) Principles enunciated by the Preliminary Con
ference of Land-locked States; 

(ii) Draft convention on transit trade. 

We hope that these preliminary documents can be 
translated into all working languages of the United 
Nations and that they can be circulated to all members 
of the Conference without delay. We further suggest 
that copies of such important existing United Nations 
documents on this subject as the Barcelona Con
vention of 1921 and the pertinent provisions of the 
Convention on the Territorial Sea and the Contiguous 
Zone and of the Convention on the High Seas adopted 
by the 1958 Conference on the Law of the Sea should 
likewise be circulated, so that the delegates to the 
Conference may have the background information 
needed to consider this important matter. 

(Signed) Mohammad Sarwar OMAR, 
Afghanistan 

Ngon SANANIKONE, 
Laos 

Veda Nanda JHA, 
Nepal 

LIST OF ANNEXES TO THE NOTE SUBMITTED BY AFGHANISTAN, LAOS AND NEPAL 

I. Principles enunciated by the Preliminary Conference of Land-locked States 

II. Draft convention on transit trade 

III. Convention and Statute on Freedom of Transit (Barcelona, 20 April 1921) 

IV. Convention on the Territorial Sea and the Contiguous Zone, 1958: Provisions relating to free access to the sea ofland-Iocked countries 

V. Convention on the High Seas, 1958: Provisions relating to free access to the sea of land-locked countries 
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Annex I 

PRINCIPLES ENUNCIATED BY THE PRELIMI
NARY CONFERENCE OF LAND-LOCKED 
STATES 

The delegates of the States which have no direct 
territorial access to the sea, gathered in Geneva from 
10 to 14 February 1958 for a preliminary consultation, 
desirous to obtain the reaffirmation during the Con
ference of the Law of the Sea convened by the United 
Nations of their rights of free access to the sea, 
taking into consideration the fact that other States 
which are not placed in the same geographic situation 
should not be requested to apply the most-favoured
nation clauses, hold that access to the sea of land
locked countries is governed specifically by the 
following general principles which are part of existing 
international law: 

Principle I 

RIGHT OF FREE ACCESS TO THE SEA 

The right of each land-locked State of free access 
to the sea derives from the fundamental principle of 
freedom of the high seas. 

Principle II 

RIGHT TO FLY A MARITIME FLAG 

Each land-locked State enjoys, while on a footing 
of complete equal treatment with the maritime State, 
the right to fly its flag on its vessels which are duly 
registered in a specific place on their territory. 

Principle III 

RIGHT OF NAVIGATION 

The vessels flying the flag of a land-locked State 
enjoy, on the high seas, a regime which is identical to 
the one that is enjoyed by vessels of maritime countries; 
in territorial and on internal waters, they enjoy a 
regime which is identical to the one that is enjoyed by 
the vessels flying the flag of maritime States, other than 
the territorial State. 

Principle IV 

REGIME TO BE APPLIED IN PORTS 

Each land-locked State is entitled to the most 
favoured treatment and should under no circumstances 
receive a treatment less favourable than the one 
accorded to the vessels of the maritime State as regards 
access to the latter's maritime ports, use of these ports 
and facilities of any kind that are usually accorded. 

Principle V 

RIGHT OF FREE TRANSIT 

The transit of persons and goods from a land-locked 
country towards the sea and vice versa by all means 

of transportation and communication must be freely 
accorded, subject to existing special agreements and 
conventions. 

The transit shall not be subject to any customs duty 
or specific charges or taxes except for charges levied 
for specific services rendered. 

Note-The Austrian delegation presumes that 
Principle V does not have a further scope than the 
obligations resulting from the Statute of Barcelona of 
which Austria is a signatory. 

Principle VI 

RIGHTS OF STATES OF TRANSIT 

The State of transit, while maintaining full jurisdic
tion over the means of communication and everything 
related to the facilities accorded, shall have the right 
to take all indispensable measures to ensure that the 
exercise of the right of free access to the sea shall in no 
way infringe on its legitimate interests of any kind, 
especially with regard to security and public health. 

Principle VII 

EXISTING AND FUTURE AGREEMENTS 

The provisions codifying the principles which govern 
the right of free access to the sea of the land-locked 
State shall in no way abrogate existing agreements 
between two or more contracting parties concerning 
the problems which will be the object of the codifica
tion envisaged, nor shall they raise an obstacle as 
regards the conclusion of such agreements in the future, 
provided that the latter do not establish a regime which 
is less favourable than or opposed to the above
mentioned provisions. 

Annex II 

DRAFT CONVENTION ON TRANSIT TRADE 

(drawn up by the representatives of Afghanistan, 
Laos and Nepal) 

Article 1 

Persons, baggage and goods, and also vessels, 
coaching and goods stock, and other means of 
transport, shall be deemed to be in transit across 
territory under the sovereignty or authority of one of 
the Contracting States, when the passage across such 
territory, with or without transhipment, warehousing, 
breaking bulk, or change in the mode of transport, is 
only a portion of a complete journey, beginning and 
terminating beyond the frontier of the State across 
whose territory the transit takes place. 

Traffic of this nature is termed in this Convention 
"traffic in transit". 
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Article 2 

Subject to the other provisions of this Convention, 
the measures taken by Contracting States for regulating 
and forwarding traffic across territory under their 
sovereignty or authority shall facilitate free transit by 
rail, road, waterway or any other medium of transport 
on routes in use convenient for international transit. 
No distinction shall be made which is based on the 
nationality of persons, the flag of vessels, the place of 
origin, departure, entry, exit or destination, or on any 
circumstances relating to the ownership of goods or of 
vessels, coaching or goods stock or other means of 
transport. 

In order to ensure the application of the provisions 
of this Article, Contracting States will allow transit in 
accordance with the customary conditions and reserves 
across their territorial waters. 

Article 3 

Traffic in transit shall not be subject to any special 
dues in respect of transit (including entry and exit). 
Nevertheless, on such traffic in transit there may be 
levied dues intended solely to defray expenses of 
supervision and administration entailed by such 
transit. The rate of any such dues must correspond as 
nearly as possible with the expenses which they are 
intended to cover, and the dues must be imposed under 
the conditions of equality laid down in the preceding 
Article, except that on certain routes such dues may be 
reduced or even abolished on account of differences in 
the cost of supervision. 

Article 4 

The Contracting States undertake to provide ade
quate means of transport for the movement of traffic 
in transit without delay, and to apply to traffic in 
transit on routes operated or administered by the 
State or under concession, whatever may be the place 
of departure or destination of the traffic, tariffs which, 
having regard to the conditions of the traffic and to 
considerations of commercial competition between 
routes, are reasonable as regards both their rates and 
the method of their application. These tariffs shall be 
so fixed as to facilitate international traffic as much as 
possible, and shall in no case be higher than those for 
internal traffic. Traffic in transit shall be exempt from 
customs duties. No charges, facilities or restrictions 
shall depend, directly or indirectly, on the nationality 
or ownership of the vessel or other means of transport 
on which any part of the complete journey has been or 
is to be accomplished. 

Article 5 

No Contracting State shall be bound by this Con
vention to afford transit for passengers whose ad
mission into its territories is forbidden, or for goods 
of a kind of which the importation is prohibited, either 

on grounds of public health or security, or as a 
precaution against diseases of animals or plants. 

Each Contracting State shall be entitled to take 
reasonable precautions to ensure that persons, baggage 
and goods, particularly goods which are the subject of a 
monopoly, and also vessels, coaching and goods stock 
and other means of transport, are really in transit, as 
well as to ensure that passengers in transit are in a 
position to complete their journey, and to prevent the 
safety of the routes and means of communication 
being endangered. 

Nothing in this Convention shall affect the measures 
which one of the Contracting States may feel called 
upon to take in pursuance of general international 
Conventions to which it is a party, or which may be 
concluded hereafter, particularly Conventions con
cluded under the auspices of the League of Nations 
(or United Nations), relating to the transit, export or 
import of particular kinds of articles, such as opium 
or other dangerous drugs, arms or the produce of 
fisheries, or in pursuance of general Conventions 
intended to prevent any infringement of industrial, 
literary or artistic property, or relating to false marks, 
false indications of origin, or other methods of unfair 
competition. 

Any haulage service established as a monopoly on 
waterways used for transit must be so organized as not 
to hinder the transit of vessels. 

Article 6 

This Convention does not of itself impose on any 
of the Contracting States a fresh obligation to grant 
freedom of transit to the nationals and their baggage, 
or to the flag of a non-contracting State, nor to the 
goods, nor to coaching and goods stock or other 
means of transport coming or entering from, or leaving, 
or destined for a non-contracting State, except when 
a valid reason is shown for such transit by one of the 
other Contracting States concerned. It is understood 
that for the purposes of this Article, goods in transit 
under the flag of a Contracting State shall, if no 
transhipment takes place, benefit by the advantages 
granted to that flag. 

Article 7 

The measures of a general or particular character 
which a Contracting State is obliged to take in case 
of an emergency affecting the safety of the State or 
the vital interests of the country may in exceptional 
cases, and for as short a period as possible, involve a 
deviation from the provisions of the above Articles; it 
being understood that the principle of freedom of 
transit must be observed to the utmost possible extent. 

Article 8 

This Convention does not prescribe the rights and 
duties of belligerents and neutrals in time of war. 
The Convention shall, however, continue in force in 
time of war so far as such rights and duties permit. 
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Article 9 

This Convention does not impose upon a Contract
ing State any obligations conflicting with its rights and 
duties as a Member of the United Nations. 

Article 10 

Each Contracting State shall accord to goods which 
have been in transit through the territory of any other 
Contracting State treatment no less favourable than 
that which would have been accorded to such goods 
had they been transported from their place of origin to 
their destination without going through the territory of 
such other Contracting State. 

Article 11 

This Convention does not entail in any way the 
withdrawal of facilities which are greater than those 
provided for in the Convention and have been granted, 
under conditions consistent with its principles, to 
traffic in transit across territory under the sovereignty 
or authority of a Contracting State. The Convention 
also entails no prohibitions of such grant of greater 
facilities in the future. 

Article 12 

The Contracting States undertake to introduce 
simplified documentation and expeditious methods in 
regard to customs, transport and other administrative 
procedures relating to traffic in transit. The examina
tion of transit goods will be confined to test-checks to 
ensure that contraband goods are not carried. As far 
as possible, transit goods will move in bulk. Transit 
trade over land will be treated in the same manner as 
transhipment at intermediate ports. Carriers will be 
responsible, under the control of customs authorities 
and under such conditions as may be prescribed by 
them, including the placing of customs seals on the 
goods, to see that the goods cross over the frontiers of 
the country of transit. The owners of the goods shall 
not be required to present any customs or other 
documents individually in the country of transit, 
either directly or through agents. They will not be 
required to give any undertakings regarding the pas
sage of the goods across the country of transit, unless 
the goods move under their custody. 

Article 13 

Any disputes which may arise with respect to the 
interpretation or application of the provisions of 
this Convention which cannot be settled by negotia
tion or by other peaceful means of settlement between 
the parties, shall be settled by arbitration. The arbitra
tion commission shall be composed of three members. 
Each party to the dispute shall nominate one member 
to the commission, while the third member upon 
written request shall be appointed by the Secretary-

General of the United Nations. The arbitration 
commission shall decide on the matters placed before 
it by simple majority, and its decisions shall be 
binding on the parties concerned. 

Article 14 

In view of the fact that within or immediately 
adjacent to the territory of some of the Contracting 
States there are areas or enclaves, small in extent and 
population in comparison with such territories, and 
that these areas or enclaves form detached portions or 
settlements of other parent States, and that it is 
impracticable for reasons of an administrative order 
to apply to them the provisions of this Convention, it is 
agreed that these provisions shall not apply to them. 

The same stipulation applies where a colony or 
dependency has a very long frontier in comparison 
with its surface and where in consequence it is prac
tically impossible to afford the necessary customs and 
police supervision. 

The States concerned, however, will apply in the 
cases referred to above a regime which will respect the 
principles of the present Convention and facilitate 
transit and communications as far as practicable. 

Article 15 

It is understood that this Convention must not be 
interpreted as regulating in any way rights and 
obligations inter se of territories forming part or placed 
under the protection of the same sovereign State, 
whether or not these territories are individually Mem
bers of the United Nations. 

Article 16 

The assembly of vehicles and mobile machinery 
arriving in a knocked-down condition or the dis
assembly (or disassembly and subsequent reassembly) 
of bulky articles shall not be held to render the passage 
of such goods outside the scope of "traffic in transit", 
provided that any such operation is undertaken solely 
for convenience of transport. 

Article 17 

If, as a result of negotiations, a Contracting State 
grants to a country, which has no direct access to the 
sea, greater facilities than those already provided for 
in this Convention, such facilities may be limited to 
the country concerned unless the withholding of the 
special facilities from any other Contracting State 
contravenes the most-favoured-nation provisions of 
this Convention. 

Article 18 

The free period of storage of the goods at the points 
of entry, exit and intermediate stages in the country 
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of transit shall be extended to at least one month in 
each case. Even where the period of delay exceeds one 
month, no demurrage shall be charged unless the delay 
in the movement of the goods is due to the fault of 
the owners of the goods. 

Article 19 

Transit traffic will not be subjected to unnecessary 
delays or restrictions. Delays in the movement of such 
goods should be subjected to joint investigation by 
the appropriate officials of the countries concerned. 
Similarly, abuses of transit facilities on any consider
able scale will be jointly investigated and appropriate 
measures taken to prevent them. Such joint action will 
not affect the normal steps taken in individual cases 
under the laws of the country concerned, either to 
prevent smuggling, or to deal with guilty persons or 
contraband goods. The appropriate officials of the 
country of origin or destination shall furnish on 
demand to the officials of the country of transit such 
particulars relating to the goods as may be called for. 

Article 20 

A free zone should be provided at the ports of entry 
or exit in the country of transit goods only which 
should be under the control of the customs authorities 
of the land-locked country. The establishment of the 
free zone shall be carried into effect by agreement 
between the land-locked State and the coastal State. 

Annex m 

CONVENTION AND STATUTE ON FREEDOM 
OF TRANSIT 

(Barcelona, 20 April 1921) 

I. CONVENTION 

Article I 

The High Contracting Parties declare that they 
accept the Statute on Freedom of Transit annexed 
hereto, adopted by the Barcelona Conference on 
April 14th, 1921. 

This Statute will be deemed to constitute an integral 
part of the present Convention. Consequently, they 
hereby declare that they accept the obligations and 
undertakings of the said Statute in conformity with 
the terms and in accordance with the conditions set 
out therein. 

Article 2 

The present Convention does not in any way affect 
the rights and obligations arising out of the provisions 
of the Treaty of Peace signed at Versailles on June 28th, 
1919, or out of the provisions of the other correspond-

ing Treaties, in so far as they concern the Powers 
which have signed, or which benefit by, such Treaties. 

Article 3 

The present Convention, of which the French and 
English texts are both authentic, shall bear this day's 
date and shall be open for signature until December 1st, 
1921. 

Article 4 

The present Convention is subject to ratification. 
The instruments of ratification shall be transmitted 
to the Secretary-General of the League of Nations, 
who will notify the receipt of them to the other 
Members of the League and to States admitted to sign 
the Convention. The instruments of ratification shall 
be deposited in the archives of the Secretariat. 

In order to comply with the provisions of Article 18 
of the Covenant of the League of Nations, the Secre
tary-General will register the present Convention upon 
the deposit of the first ratification. 

Article 5 

Members of the League of Nations which have not 
signed the present Convention before December 1st, 
1921, may accede to it. 

The same applies to States not Members of the 
League to which the Council of the League may 
decide officially to communicate the present Con
vention. 

Accession will be notified to the Secretary-General 
of the League, who will inform all Powers concerned 
of the accession and of the date on which it was 
notified. 

Article 6 

The present Convention will not come into force 
until it has been ratified by five Powers. The date of its 
coming into force shall be the ninetieth day after the 
receipt by the Secretary-General of the League of 
Nations of the fifth ratification. Thereafter the present 
Convention will take effect in the case of each Party 
ninety days after the receipt of its ratification or of the 
notification of its accession. 

Upon the coming into force of the present Conven
tion, the Secretary-General will address a certified copy 
of it to the Powers not Members of the League which 
are bound under the Treaties of Peace to accede to it. 

Article 7 

A special record shall be kept by the Secretary
General of the League of Nations, showing which of 
the Parties have signed, ratified, acceded to or 
denounced the present Convention. This record shall 
be open to the Members of the League at all times; it 
shall be published as often as possible in accordance 
with the directions of the Council. 
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Article 8 

Subject to the provisions of Article 2 of the present 
Convention, the latter may be denounced by any Party 
thereto after the expiration of five years from the date 
when it came into force in respect of that Party. 
Denunciation shall be effected by notification in 
writing addressed to the Secretary-General of the 
League of Nations. Copies of such notification shall be 
transmitted forthwith by him to all the other Parties, 
informing them of the date on which it was received. 

The denunciation shall take effect one year after 
the date on which it was notified to the Secretary
General, and shall operate only in respect of the 
notifying Power. 

Article 9 

A request for the revision of the present Con
vention may be made at any time by one-third of the 
High Contracting Parties. 

II. STATUTE ON FREEDOM OF TRANSIT 

Article 1 

Persons, baggage and goods, and also vessels, 
coaching and goods stock, and other means of trans
port, shall be deemed to be in transit across territory 
under the sovereignty or authority of one of the Con
tracting States, when the passage across such territory, 
with or without transhipment, warehousing, breaking 
bulk, or change in the mode of transport, is only a 
portion of a complete journey, beginning and ter
minating beyond the frontier of the State across 
whose territory the transit takes place. 

Traffic of this nature is termed in this Statute "traffic 
in transit". 

Article 2 

Subject to the other provisions of this Statute, the 
measures taken by Contracting States for regulating 
and forwarding traffic across territory under their 
sovereignty or authority shall facilitate free transit by 
rail or waterway on routes in use convenient for inter
national transit. No distinction shall be made which is 
based on the nationality of persons, the flag of vessels, 
the place of origin, departure, entry, exit or destina
tion, or on any circumstances relating to the ownership 
of goods or of vessels, coaching or goods stock or 
other means of transport. 

In order to ensure the application of the provisions 
of this Article, Contracting States will allow transit in 
accordance with the customary conditions and reserves 
across their territorial waters. 

Article 3 

Traffic in transit shall not be subject to any special 
dues in respect of transit (including entry and exit). 
Nevertheless, on such traffic in transit there may be 

levied dues intended solely to defray expenses of 
supervision and administration entailed by such 
transit. The rate of any such dues must correspond as 
nearly as possible with the expenses which they are 
intended to cover, and the dues must be imposed under 
the conditions of equality laid down in the preceding 
Article, except that on certain routes such dues may 
be reduced or even abolished on account of differences 
in the cost of supervision. 

Article 4 

The Contracting States undertake to apply to traffic 
in transit on routes operated or administered by the 
State or under concession, whatever may be the place 
of departure or destination of the traffic, tariffs which, 
having regard to the conditions of the traffic and to 
considerations of commercial competition between 
routes, are reasonable as regards both their rates and 
the method of their application. These tariffs shall be so 
fixed as to facilitate international traffic as much as 
possible. No charges, facilities or restrictions shall 
depend, directly or indirectly, on the nationality or 
ownership of the vessel or other means of transport 
on which any part of the complete journey has been 
or is to be accomplished. 

Article 5 

No Contracting State shall be bound by this Statute 
to afford transit for passengers whose admission into 
its territories is forbidden, or for goods of a kind of 
which the importation is prohibited, either on grounds 
of public health or security, or as a precaution against 
diseases of animals or plants. 

Each Contracting State shall be entitled to take 
reasonable precautions to ensure that persons, baggage 
and goods, particularly goods which are the subject of a 
monopoly, and also vessels, coaching and goods stock 
and other means of transport, are really in transit, as 
well as to ensure that passengers in transit are in a 
position to complete their journey, and to prevent the 
safety of the routes and means of communication 
being endangered. 

Nothing in this Statute shall affect the measures 
which one of the Contracting States may feel called 
upon to take in pursuance of general international 
Conventions to which it is a party, or which may be 
concluded hereafter, particularly Conventions con
cluded under the auspices of the League of Nations, 
relating to the transit, export or import of particular 
kinds of articles, such as opium or other dangerous 
drugs, arms or the produce of fisheries, or in pur
suance of general Conventions intended to prevent any 
infringement of industrial, literary or artistic property, 
or relating to false marks, false indications of origin, or 
other methods of unfair competition. 

Any haulage service established as a monopoly on 
waterways used for transit must be so organized as not 
to hinder the transit of vessels. 
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Article 6 

This Statute does not of itself impose on any of the 
Contracting States a fresh obligation to grant freedom 
of transit to the nationals and their baggage, or to the 
flag of a non-contracting State, nor to the goods, nor 
to coaching and goods stock or other means of trans
port coming or entering from, or leaving by, or destined 
for a non-contracting State, except when a valid 
reason is shown for such transit by one of the other 
Contracting States concerned. It is understood that 
for the purposes of this Article, goods in transit under 
the flag of a Contracting State shall, if no tranship
ment takes place, benefit by the advantages granted to 
that flag. 

Article 7 

The measures of a general or particular character 
which a Contracting State is obliged to take in case of 
an emergency affecting the safety of the State or the 
vital interests of the country may in exceptional cases, 
and for as short a period as possible, involve a devia
tion from the provisions of the above Articles; it being 
understood that the principle of freedom of transit 
must be observed to the utmost possible extent. 

Article 8 

This Statute does not prescribe the rights and duties 
of belligerents and neutrals in time of war. The 
Statute shall, however, continue in force in time of 
war so far as such rights and duties permit. 

Article 9 

This Statute does not impose upon a Contracting 
State any obligations conflicting with its rights and 
duties as a Member of the League of Nations. 

Article 10 

The coming into force of this Statute will not 
abrogate treaties, conventions and agreements on 
questions of transit concluded by Contracting States 
before May 1st, 1921. 

In consideration of such agreements being kept in 
force, Contracting States undertake, either on the 
termination of the agreement or when circumstances 
permit, to introduce into agreements so kept in force 
which contravene the provisions of this Statute the 
modifications required to bring them into harmony 
with such provisions, so far as the geographical, 
economic or technical circumstances of the countries 
or areas concerned allow. 

Contracting States also undertake not to conclude 
in future treaties, conventions or agreements which are 
inconsistent with the provisions of this Statute, except 
when geographical, economic or technical considera
tions justify exceptional deviations therefrom. 

Furthermore, Contracting States may, in matters of 
transit, enter into regional understandings consistent 
with the principles of this Statute. 

Article 11 

This Statute does not entail in any way the with
drawal of facilities which are greater than those 
provided for in the Statute and have been granted, 
under conditions consistent with its principles, to 
traffic in transit across territory under the sovereignty 
or authority of a Contracting State. The Statute also 
entails no prohibitions of such grant of greater facilities 
in the future. 

Article 12 

In conformity with Article 23 (e) of the Covenant 
of the League of Nations, any Contracting State which 
can establish a good case against the application of any 
provision of this Statute in some or all of its territory, 
on the ground of the grave economic situation arising 
out of the acts of devastation perpetrated on its soil 
during the war 1914-1918, shall be deemed to be 
relieved temporarily of the obligations arising from the 
application of such provision, it being understood 
that the principle of freedom of transit must be 
observed to the utmost possible extent. 

Article 13 

Any dispute which may arise as to the interpretation 
or application of this Statute which is not settled 
directly between the parties themselves shall be 
brought before the Permanent Court of International 
Justice, unless, under a special agreement or a general 
arbitration provision, steps are taken for the settlement 
of the dispute by arbitration or some other means. 

Proceedings are opened in the manner laid down in 
Article 40 of the Statute of the Permanent Court of 
International Justice. 

In order to settle such disputes, however, in a friendly 
way as far as possible, the Contracting States under~ 
take, before resorting to any judicial proceedings and 
without prejudice to the powers and right of action of 
the Council and of the Assembly, to submit such 
disputes for an opinion to any body established by the 
League of Nations, as the advisory and technical 
organization of the Members of the League in matters 
of communications and transit. In urgent cases, a 
preliminary opinion may recommend temporary 
measures intended, in particular, to restore the facilities 
for freedom of transit which existed before the act or 
occurrence which gave rise to the dispute. 

Article 14 

In view of the fact that within or immediately 
adjacent to the territory of some of the Contracting 
States there are areas or enclaves, small in extent and 
population in comparison with such territories, and 
that these areas or enclaves form detached portions or 
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settlements of other parent States, and that it is 
impracticable for reasons of an administrative order 
to apply to them the provisions of this Statute, it is 
agreed that these provisions shall not apply to them. 

The same stipulation applies where a colony or 
dependency has a very long frontier in comparison 
with its surface and where in consequence it is practi
cally impossible to afford the necessary Customs and 
police supervision. 

The States concerned, however, will apply in the 
cases referred to above a regime which will respect 
the principles of the present Statute and facilitate 
transit and communications as far as practicable. 

Article 15 

It is understood that this Statute must not be 
interpreted as regulating in any way rights and obliga
tions inter se of territories forming part or placed 
under the protection of the same sovereign State, 
whether or not these territories are individually 
Members of the League of Nations. 

Annex IV 

CONVENTION ON THE TERRITORIAL SEA 
AND THE CONTIGUOUS ZONE, 1958: PRO
VISIONS RELATING TO FREE ACCESS TO 
THE SEA OF LAND-LOCKED COUNTRIES 

Article 14 

1. Subject to the provisions of these articles, ships of 
all States, whether coastal or not, shall enjoy the right 
of innocent passage through the territorial sea. 

2. Passage means navigation through the territorial 
sea for the purpose either of traversing that sea without 
entering internal waters, or of proceeding to internal 
waters, or of making for the high seas from internal 
waters. 

3. Passage includes stopping and anchoring, but 
only in so far as the same are incidental to ordinary 
navigation or are rendered necessary by force majeure 
or by distress. 

4. Passage is innocent so long as it is not prejudicial 
to the peace, good order or security of the coastal 
State. Such passage shall take place in conformity with 
these articles and with other rules of international law. 

5. Passage of foreign fishing vessels shall not be 
considered innocent if they do not observe such laws 
and regulations as the coastal State may make and 
publish in order to prevent these vessels from fishing 
in the territorial sea. 

6. Submarines are required to navigate on the 
surface and to show their flag. 

Article 15 

1. The coastal State must not hamper innocent 
passage through the territorial sea. 

2. The coastal State is required to give appropriate 
publicity to any dangers to navigation, of which it has 
knowledge, within its territorial sea. 

Annex V 

CONVENTION ON THE HIGH SEAS, 1958: PRO
VISIONS RELATING TO FREE ACCESS TO 
THE SEA OF LAND-LOCKED COUNTRIES 

Article 2 

The high seas being open to all nations, no State may 
validly purport to subject any part of them to its 
sovereignty. Freedom of the high seas is exercised 
under the conditions laid down by these articles and 
by the other rules of international law. It comprises, 
inter alia, both for coastal and non-coastal States: 

(1) Freedom of navigation; 
(2) Freedom of fishing; 
(3) Freedom to lay submarine cables and pipelines; 
(4) Freedom to fly over the high seas. 

These freedoms, and others which are recognized 
by the general principles of international law, shall be 
excercised by all States with reasonable regard to 
the interests of other States in their exercise of the 
freedom of the high seas. 

Article 3 

1. In order to enjoy the freedom of the seas on equal 
terms with coastal States, States having no sea-coast 
should have free access to the sea. To this end States 
situated between the sea and a State having no sea
coast shall by common agreement with the latter and 
in conformity with existing international conventions 
accord: 

(a) To the State having no sea-coast, on a basis of 
reciprocity, free transit through their territory; 
and 

(b) To ships flying the flag of that State treatment 
equal to that accorded to their own ships, or to the 
ships of any other States, as regards access to 
seaports and the use of such ports. 

2. States situated between the sea and a State having 
no sea-coast shall settle, by mutual agreement with the 
latter, and taking into account the rights of the coastal 
State or State of transit and the special conditions of 
the State having no sea-coast, all matters relating to 
freedom of transit and equal treatment in ports, in 
case such States are not already parties to existing 
international conventions. 

Article 4 

Every State, whether coastal or not, has the right to 
sail ships under its flag on the high seas. 



COLLECTIVE ECONOMIC SECURITY* 

(Draft resolution submitted by Brazil) 

The General Assembly, 

Considering that the economic and social develop
ment of mankind, as well as peace, can be achieved 
only within a framework of world-wide interdepend
ence and with the active and permanent co-operation 
of all Member States, 

Recognizing that the economic and social security 
achieved by a few States will be in danger as long as 
all States have not attained economic and social 
security, 

Bearing in mind that the reformulation of the 
principles and rules which govern international 
economic relations, as well as the adoption of appro
priate policies both at the national and international 
levels, are essential for the acceleration of the economic 
development of developing countries and, conse
quently, for the creation of conditions for the achieve
ment and maintenance of economic collective security, 

Considering that the attainment of collective security 
for all man~nd will depend, to a substantial extent, 
on the establishment of a new pattern of international 

• Note by the Secretariat.-Reference is made to a draft resolution 
entitled " Collective Economic Security " submitted by Brazil to the 
Second Committee of lhe General Assembly at its eighteenth session, 
and to paragraphs 131 and 132 of the Second Committee's report 
(A/5653). As agreed in the Second Committee, this draft resolution 
was brought to the attention of the Preparatory Committee 
(E/CONF.46/PC/48, annotations). 

At the fifty-sixth meeting of the Preparatory Committee the 
Brazilian delegation stated that this draft resolution was relat~d to 
item I.5 of the list of main topics and that it might also be relevant 
to item VII, and requested that it be circulated as a Conference 
document. 

For the list of main topics mentioned above, see "lntarim Report 
of the Preparatory Committee (first session)", para. 6, in Vol. VIII 
of this series. 

II 

[Original: English] 

trade, based on the correlation between trade and 
development, 

Recognizing that the United Nations Conference 
on Trade and Development will aim at establishing this 
new pattern of international trade within the context 
of item 1.5 of its provisional agenda, in accordance 
with the spirit of General Assembly resolution 1785 
(XVII) and in conformity with the joint statement by 
representatives of developing countries, issued in 
Geneva at the closing of the second session of the 
Preparatory Committee of the Conference, 

Taking into account all previous efforts undertaken 
in this field by the General Assembly, the Economic 
and Social Council, the regional economic com
missions and the specialized agencies, in particular the 
report of the Ad Hoc Working Group established 
under Council resolution 875 (XXXIII), the Cairo 
Declaration of Developing Countries and the joint 
statement by representatives of developing countries, 

1. Recommends that the United Nations Con
ference on Trade and Development proclaim a set of 
new principles and rules governing international trade 
and development financing, as part of a broader 
framework of principles and rules relating to collective 
economic security; 

2. Requests the Secretary-General to submit to the 
nineteenth session of the General Assembly in the light 
of the set of principles and rules proclaimed by the 
United Nations Conference on Trade and Develop
ment a study containing suggestions for similar 
principles and rules in other fields of international 
economic co-operation, thus laying the foundations for 
a comprehensive United Nations declaration on the 
attainment and maintenance of collective economic 
security. 



PRINCIPLES OF INTERNATIONAL TRADE RELATIONS AND TRADE POLICY 
[Original: Russian} 

LETTER DATED 4 FEBRUARY 1964 FROM THE DELEGA
TIONS OF CZECHOSLOVAKIA, POLAND AND THE UNION 
OF SOVIET SoCIALIST REPUBLICS ADDRESSED TO THE 
SECRETARY-GENERAL OF THE CONFERENCE 

The delegations of the Polish People's Republic, 
the Union of Soviet Socialist Republics and the 
Czechoslovak Socialist Republic to the Preparatory 
Committee at its third session present their compli
ments to the Secretary-General of the United Nations 
Conference on Trade and Development and, in 
connexion with item 10 (e) of the draft provisional 
agenda of the Conference and item 2 of the Preparatory 
Committee's agenda at its third session, request that 
the attached " Principles of international trade rela
tions and trade policy" be circulated at this session 
of the Committee as an official document of the Con
ference. 

(Signed) A. WOLYNSKI 

Head of the Polish delegation 

S. BoRisov 

Head of the USSR delegation 

Ya. KOHOUT 

Head of the Czechos/o}lak delegation 

PRINCIPLES OF INTERNATIONAL TRADE 
RELATIONS AND TRADE POLICY 

The United Nations Conference on Trade and De
}lelopment, 

Considering that the strengthening and development 
of economic relations among States, and in the first 
place of international trade, is an important factor in 
economic and social progress throughout the world, 
and in the consolidation of peaceful co-existence 
among States with different social systems, 

Seeking to achieve a new, rational international 
division of labour, based on equal rights, for the 
purpose of narrowing and closing the gap between the 
levels of economic development of individual countries, 

Taking note of the determination of the developing 
countries to speed up their economic and social 
progress through the full mobilization of their internal 
resources, the development of their agriculture, and 
the industrialization and diversification of their pro
duction and trade, 

Recognizing at the same time the necessity for the 
developed countries to assist the developing countries 
in their efforts to solve their economic problems, 

Taking into consideration that the state of any 
country's foreign trade relations with another country 
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or countries is inevitably reflected in the state of its 
foreign trade relations as a whole and, consequently, in 
the state of world trade, 

Proceeding from the need to remove obstacles, 
restrictions and discriminatory practices in world 
trade, 

Seeking to facilitate · the further development of 
world trade, 

Recommends that all countries be guided in their 
foreign trade relations by the following principles: 

1. Trade and other economic relations among 
countries should be founded on equal rights, respect 
for sovereignty, non-interference in the internal affairs 
of other countries and on mutual advantage. 

2. In their trade relations countries shall apply the 
principle of the most-favoured nation. 

3. All international treaties and agreements con
cerning maritime and other transport, transit, and the 
use of ports shall also be based on this principle. 

4. All land-locked States shall be entitled to free 
access to the sea in accordance with the basic principle 
of freedom of the high seas. 

5. The developed countries shall take measures · 
aimed at the progressive reduction and early elimina
tion of all barriers and restrictions hindering exports 
from the developing countries, without reciprocal 
concessions on the part of those countries. 

6. The developed countries, including those parti
cipating in economic groupings, shall grant the 
developing countries privileges and advantages in the 
field of trade which shall be extended without any 
discrimination to all other developing countries but 
shall not, as a rule, be granted by the developed 
countries to each other. 

The granting of privileges and advantages to the 
developing countries by the developed countries shall 
not be regarded as a violation of the most-favoured
nation principle. 

7. All developed countries participating in econo
mic groupings shall do everything to facilitate the 
access to their markets of goods from countries outside 
such groupings. 

8. In order to assist the development of trade 
among the developing countries, the developed coun
tries shall not claim the privileges and advantages 
accorded by any developing country to other develop
ing countries. 

9. No developed country shall in its trade with 
the developing countries enjoy any special privileges 
or advantages, i.e., any not accorded to all other 
developed countries. 



INTERNATIONAL TRADE RELATIONS AND TRADE POLICY 13 

In this connexion, developed countries enjoying 
special privileges and advantages in virtue of pre
ferential agreements previously concluded with deve
loping countries shall waive such privileges and 
advantages as early as possible. 

10. No discrimination of any kind shall be prac
tised in the field of international trade and transport, 
or in financial, credit and other kinds of international 
economic relations, as this would be at variance with 
the most-favoured-nation principle and other principles 
in this document. 

11. The use of economic pressure to gain economic 
or political advantage shall be inadmissible in inter
national economic relations. 

12. All countries shall do everything possible to 
promote the stabilization of markets for raw materials 
by extending the practice of concluding long-term 
trade agreements and contracts and by taking other 
measures which would contribute to the attainment 
of this end. 

Encouragement should also be given to the con
clusion of stabilizing international commodity agree
ments, with the participation of all the main exporters 
and importers of the commodities in question, which 
would establish economically sound price levels and 
provide for the steady growth of trade in these com
modities, having in mind the interests of all the 
countries concerned. 

13. The developed countries shall take the neces
sary measures to improve the commodity structure 
of the developing countries' exports by increasing the 

share of manufactured goods and semi-manufactures 
in their imports from these countries. 

14. All countries shall so far as possible promote 
the improvement of the developing countries' invisible 
trade, especially as regards improvement in the con
ditions of transportation and insurance and the terms 
of commercial loans. 

15. Economic and technical assistance to the 
developing countries rendered by developed countries 
and international organizations should supplement and 
facilitate the efforts of the developing countries to 
ensure the stable and uninterrupted growth of their 
national economies on the basis of industrialization, 
the development of agriculture and the diversification 
of production and foreign trade. 

Such assistance must not be coupled with any 
political, economic, military or other conditions 
unacceptable to these countries or imposed upon 
them. 

16. Foreign public and private loans and capital 
attracted by the developing countries should be 
granted on terms favourable to those countries. 

With a view to effectively facilitating the solution 
of the pressing problems of world trade and translating 
the above principles into reality, the Conference 
recognizes the necessity of establishing an international 
trade organization under the auspices of the United 
Nations, having in mind that this organization should 
deal with the whole scope of world trade problems and 
be open and acceptable to all countries, irrespective of 
differences in their social systems or levels of economic 
development. 



PARTICIPATION OF CZECHOSLOVAKIA 
IN INTERNATIONAL ECONOMIC RELATIONS 

INFORMATIVE SUBMISSION BY CZECHOSLOVAKIA 

(Views of Czechoslovak economists) 
[Original : English] 

Having in mind that an interest has been expressed on the part of some delegations as to the conduct of Czecho
slovak foreign trade, economists-members of the Czechoslovak delegation-prepared this brief summary covering 
some aspects of the participation of Czechoslovakia in international economic relations. 

1. CZECHOSLOVAKIA AS A TRADITIONAL TRADING 
COUNTRY 

Czechoslovakia is an advanced industrial country 
with a world-wide pattern of trade relations. Expressed 
in terms of the per capita turnover of foreign trade, 
Czechoslovakia's foreign trade volume is at the present 
time roughly three times larger than the world average. 
The share of foreign trade in the volume of national 
income kept in the post-war period steadily to 20-25 
per cent a year and has a tendency to grow further. 
The turnover of foreign trade increased from 10,300 
million crowns in 1948 to nearly 34,000 million crowns 
in 1963, i.e., more than $US 4,600 million. Whereas 
industrial output grew between 1957 and 1963 by 58 
per cent, foreign trade increased within this recent 
period by 72 per cent. This is an evidence of an 
always more intensive inclusion of Czechoslovak 
economy into the international division of labour. At 
the time being, Czechoslovakia trades with more than 
130 countries. 

Some of the key elements of the Czechoslovak 
economy-such as the highly developed industry and 
the comparatively limited raw material base-make a 
broad inclusion of its economy into international 
economic relations a significant factor of rapid growth. 
Czechoslovakia supports therefore all efforts aiming at 
the promotion of these relations, fully in line with 
the economic tendencies of internationalization of 
productive forces in world-wide scope. Czechoslovakia 
seeks an optimal utilization of the potential benefits of 
the international division of labour, especially through 
a planned development of economic proportions and 
of economizing of labour and capital. 

Czechoslovak economy has a distinct outward
looking character. It developed a wide and profound 
economic co-operation within the framework of the 
Council for Mutual Economic Assistance (CMEA), 
which acquires always more progressive and effective 
forms and tends now to co-ordination of national 
economic plans, specialization and co-operation 
effected already in the sphere of material production. 
This co-ordination of the Czechoslovak national 
economic plans and specialization of production 
programmes with other members of the CMEA 
provides large possibilities for the expansion of 
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economic and trade relations with third countries. It 
allows to take into account the economic requirements 
of other socialist and non-socialist countries, especially 
of the developing countries, and to give them a proper 
place in long-term economic considerations, covering 
even the field of structural changes in production. 
The activity of Czechoslovakia within the framework 
of the CMEA is based on full sovereignty of its 
economic and foreign trade policy. Czechoslovak trade 
policy demonstrates that the methods and practices of 
the CMEA are widely applicable in economic relations 
with third countries which so desire; this includes 
long-term agreements and contracts, co-operation in 
the sphere of production, stipulation of firm prices, 
economic and scientific co-operation, etc. 

Czechoslovak trade with main groups of countries in the last 
decade 

(In million crowns; $US 1 = 7.20 crowns). 

Socialist countries . . . . . . . 
Non-socialist developed countries 
Developing countries . . . . . 

1953 1963 
10 579 24 620 
2005 5381 

899 3 843 

Index 

234 
268 
427 

The trade of Czechoslovakia with developing 
countries has a comparatively short history. Its 
systematic rapid growth started only in the mid-fifties, 
when the process of formation of new independent 
States took place, when a gradual normalization of 
international relations began and when Czechoslovakia, 
having implemented a deep reconstruction of its 
economy, entered more intensively the world markets. 
In comparison with 1953, trade with these countries 
increased very rapidly, nearly 4.3 times. During the 
past six years only, Czechoslovak imports from 
developing countries rose by 112 per cent and Czecho
slovak exports to these countries by 58 per cent. 
Remarkable is the commodity structure of Czecho
slovak exports to developing countries: the share of 
machinery reached nearly two-thirds of the total export 
volume. Similar exports from developed capitalist 
countries kept at the same time to only roughly one
third of their export volume. Thus, Czechoslovakia's 
trade relations with the developing countries con
tribute to speed up the industrialization of their 
national economy. Czechoslovakia delivered in recent 
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years or is now supplying the developing countries 
about 250 different types of complete production units, 
such as power plants, rolling mills, engineering works, 
sugar mills, cement works, chemical plants, oil 
refineries, rubber factories, ceramic works, complete 
food-processing plants, tyre, textile and shoe factories, 
etc. 

Important changes took place in the commodity 
structure of Czechoslovak foreign trade. Since 1948, 
the share of machinery and equipment in the total 
imports rose from 7.2 per cent to 25.5 per cent in 1963. 
Imports of raw materials, which now participate in the 
total imports by 50 per cent, rose in absolute volume 
by 70 per cent between 1948 and 1963. During the last 
five years also, imports of industrial consumer goods 
increased by nearly 80 per cent. The share of machinery 
rose from 20 per cent in 1948 to 48 per cent in 1963 in 
the increasing Czechoslovak exports. By this increase 
Czechoslovakia now ranks in the ninth place among 
the world machinery exporters, whereby its participa
tion in world exports of machine tools reaches fully 
10 per cent. 

2. CZECHOSLOVAK FOREIGN TRADE POLICY 

Czechoslovak foreign trade policy is based on the 
principle of equal rights, on the respect for sovereignty, 
non-interference in the internal affairs of other coun
tries and on the principle of mutual advantages. In its 
trade relations, Czechoslovakia applies the principle 
of the most-favoured nation. The views of Czecho
slovakia regarding the principles which should govern 
the international trade relations are those as contained 
in " Principles of international trade relations and 
trade policy", submitted jointly by the Union of Soviet 
Socialist Republics, Poland and Czechoslovakia.* 

Trade relations with the developed countries should 
be governed by the most-favoured-nation treatment. 
As regards the developing countries, Czechoslovakia is 
willing to implement the principle of preferential 
treatment as an instrument promoting the necessary 
change in their position in the international pattern of 
world economy and trade. 

Czechoslovak trade relations are both bilateral and 
multilateral. As instruments of its foreign trade policy, 
Czechoslovakia utilizes inter-governmental commercial 
treaties, trade and payment agreements. In recent years, 
Czechoslovakia concluded commercial treaties with 
sixty-seven countries, whereof thirty-eight were de
veloping ones. Trade agreements are in force with fifty
eight countries (thirty-one with developing countries), 
long-term trade agreements with thirty-three countries 
(nineteen with developing countries). Czechoslovakia 
concluded twenty-five agreements on economic co
operation wherefrom eighteen with developing coun
tries. With these countries also, twenty agreements 
on scientific and technical co-operation were con
cluded. 

• Seep. 12. 

In connexion with these arrangements of trade 
relations, the relative merits of bilaterality and multi
laterality of trade and payments should be considered. 
Experiences give convincing proof that especially in 
trade relations with socialist and developing countries 
bilateral agreements are advantageous for both sides, 
in the first place as long-term agreements are con
cerned, which might be accompanied by long-term 
commercial contracts. These long-term agreements 
and contracts became an important element of stability 
and perspectivity of an increase of trade volume, 
mutual economic advantages and legal security. 
Bilaterality and multilaterality cannot be considered 
in the abstract as an alternative question of yes or no. 
It is rather a problem of concrete and flexible accom
modation aiming at a steady promotion of mutually 
advantageous trade relations. Under certain conditions 
a combination of both forms might be useful. The 
recently-established Bank for International Co-opera
tion, functioning within the CMEA region, may be 
instrumental in promoting elements of multilaterality 
both among CMEA countries and outside of CMEA. 

Czechoslovakia actively participates in the work of 
the economic organs of the United Nations, it is 
a member of inter-governmental primary commodities 
agreements such as the International Sugar Council, 
the International Rubber Study Group, the Inter
national Lead and Zinc Study Group, the International 
Wool Study Group, the International Coffee Agree
ment and of other international organizations on 
government and non-government level having import
ance for the solution of different problems of inter
national economic relations. 

Czechoslovakia also participates in the activities of 
the General Agreement on Tariffs and Trade (GATT) 
as a full-fledged member. The two-column tariff has 
been applied as an active instrument of Czechoslovak 
trade policy and has been built in the commercial con
sideration of the Czechoslovak foreign trade corpora
tions as an element influencing their financial results 
and through that the territorial pattern of imports. 

3. COMMERCIAL METHODS 

The characteristic feature of the socialist monopoly 
of foreign trade of Czechoslovakia is the existence of 
foreign trade corporations specialized according to 
commodity groups and services. These foreign trade 
corporations, now twenty-five in number, are legally 
and financially independent bodies authorized to 
conduct trade operations with foreign trade partners 
within the scope of their particular branch. They 
conduct their commercial activities under their own 
name and have at their disposal funds which are their 
property. Like other commercial enterprises anywhere 
in the world, the foreign trade corporations aim at 
obtaining most favourable economic results. The main 
criteria taken into account in concluding individual 
trade operations according to the foreign trade plan 
(given in key-indicators only) are price, assortment, 
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quality, terms of delivery, payment conditions, credit, 
insurance, etc., offered by partners abroad, transport 
and other costs and a number of other conditions 
which come under the heading of commercial con
siderations. In choosing their trade partners, the 
foreign trade corporations are guided by the aforesaid 
considerations only. Experience has shown that the 
foreign trade monopoly system, existing in Czecho
slovakia since 1948, has a promoting effect upon 
foreign trade and proves the ability to secure a steady 
growth of trade. There do not exist such administrative 
barriers as import licence, export licence, embargo 
lists, consular formalities or certificates of origin, etc. 

Commercial methods applied by subjects of Czecho
slovak foreign trade are flexible and adequately 
adapted to changing conditions of international trade 
and its commercial practices. On account of the 
existing experiences and of some new aspects of the 
management and planning of the national economy, 
some improvements in the organization of foreign 
trade are being considered trying to achieve a closer 
co-operation between the foreign trade system and 
the export production. Hereby further facilities and 
improvements of contacts with foreign markets on the 
one hand and with Czechoslovak suppliers and 
customers on the other hand will be promoted. 

The access to the Czechoslovak market is being 
primarily established already in the formative stage of 
planning when the relative advantages of importing 
instead of investing are being evaluated. Experience 
proves that the contact via the foreign trade corpora
tions provides a convenient way to assert the interests 
in the Czechoslovak market. It must be underlined that 
the importing trade corporations are bound to secure 
abroad, following the criteria of commercial con
siderations, exactly those goods as required by 
Czechoslovak customers. Further, for instance in 
imports of machines and equipment, direct repre
sentatives of these customers are very often in close 
contact with foreign suppliers, not to speak of the 
activities of these representatives in the field of market 
research, evaluation of technical parameters, etc. The 
number of travelling representatives abroad from 
Czechoslovak industrial organizations is as a rule 
higher than that of the foreign trade corporations 
themselves. The opportunity of direct contacts with 
the Czechoslovak market is reflected also in thousands 
of trade visas offered to technicians travelling to 
Czechoslovakia in order to clarify technical conditions 
of commercial contracts. 

Like any other enterprise engaged in foreign trade, 
the Czechoslovak trade corporations have a wide 
network of representatives, trade agents and delegates. 
For example, the number of the trade agents in non
socialist countries has in 1963 amounted to 3,971, of 
whom 2,177 have been active in the developing coun
tries. Czechoslovak foreign trade corporations set up 
abroad consignment stores, affiliations, etc. For the 
time being, twenty-six affiliations are active in western 
countries. 

The foreign trade corporations effectuate their 
commercial activities in world market prices. A specific 
feature of the socialist-planned economy is, of course, 
the existence of an independent domestic price 
system. In fact, socialist economy calls for a double
price system, for internal prices on wholesale and retail 
level that would correspond to the planned material 
proportions both in production and consumption, and 
the mentioned world market prices, on the base of 
which trade contracts are concluded with foreign trade 
partners both in socialist and non-socialist countries. 
Internal prices are not automatically tied with foreign 
prices. Although they take into account the costs of 
production of export goods, they are not uncon
trollably and exclusively determined by them. Other 
aspects, such as social consumption, health and cultural 
points of view, etc., are being taken into account. As 
far as foreign prices are concerned, the principle of 
world market prices for comparable merchandise is 
adhered to. That means that it is in the interest of 
the foreign trade corporations not to sell for lower 
prices than those of the comparable competition on 
the market concerned, and not to pay higher prices 
under analogical condition in imports. 

In the past, mostly through misunderstanding, 
assertions about dumping had to be settled. Hereto a 
very simple statement. In a total number of 114 
market-economy countries to where Czechoslovakia 
is exporting, anti-dumping investigation in several last 
years was conducted in seventeen export operations, 
wherefrom dumping findings in only three cases were 
reported. 

The number of findings is practically negligible in 
the light of the volume of individual export operations, 
the number of which has reached in recent years from 
350,000 to 400,000 operations a year in the market 
economy countries. 

Besides the foreign trade corporations, there are also 
certain important subsidiary organs in the framework 
of the organization of Czechoslovak foreign trade. 
One of them is the Chamber of Commerce of Czecho
slovakia, which aims at promoting trade relations with 
foreign trade partners, inclusively the direct contacts of 
these partners with suppliers and consumers in 
Czechoslovakia. Actually more than a hundred of 
the main industrial enterprises are members of the 
Czechoslovak Chamber of Commerce. Like elsewhere 
in the world, the Chamber of Commerce of Czecho
slovakia is a member of some mixed chambers of 
commerce in certain important trading countries. 

The foreign trade corporation Polytechna is engaged 
in sales and purchases of licences, patents, techno
logical recipes, arrangements of scientific and technical 
co-operation, delegating of scientists and technical 
experts, etc., thus extending the field of useful inter
national economic co-operation. As far as marketing 
and especially advertising and other forms of publicity 
are concerned, all foreign suppliers have the same 
opportunity to advertise in Czechoslovakia through a 
special agency: Rapid, Foreign Trade Publicity 
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Corporation. This way of advertising is also cheaper 
because of an advantageous concentration of the 
respective efforts toward the mentioned highly spe
cialized agency. 

A concrete proof of Czechoslovakia's desire to 
develop commercial relations with other countries on 
the base of mutual advantages and equal positions of 
trade partners has been manifested by the legislation 
of a new Code for international commercial relations 
entering into force by 1 April 1964. This code-which 
has no precedent in other legal systems-contains 
complex regulations of all rights and duties of the 
partners and corresponds to the contemporary ten
dencies for codification of the so-called International 
Trade Contract. The first article expressly stipulates 
absolute equality of the partners and excludes every 
kind of discrimination. The new code gives the parties 
a contractual liberty, i.e., the parties are entitled to 
make contractual arrangements in conformity with 
their mutual needs; for special goods they are free to 
make use of the Uniform Sale Conditions elaborated 
by the Economic Commission for Europe (ECE). 
Thus, the new Czechoslovak Code is a contribution for 
the elimination of obstacles in international trade, 
which are the consequence of insufficient regulations 
in the respective civil and commercial codes of the 
respective countries. 

4. CONCLUSIONS 

An attempt was made in this document to elucidate 
the main principles and ways of conducting foreign 
trade in Czechoslovakia and to contribute to a better 
understanding of its features. 

Czechoslovakia continues to promote economic 
co-operation with developing countries. Recent ex
amples of this activity are agreements on economic 
co-operation concluded in May 1964 with India, 
granting a credit of 400 million rupees (30 million 
pounds sterling) and Algeria (5 million pounds 
sterling) at a low rate of interest (2.5 per cent) and 
favourable terms of repayment. These agreements will 
provide both countries with important industrial 
equipment, including heavy engineering works for 
production of machine tools, energetic equipment, 
etc. 

As far as the perspectives of the further development 
of Czechoslovak economic and trade relations with 
all countries are concerned, let us refer to the words of 
the head of the Czechoslovak delegation, Minister for 
Foreign Trade, Mr. Frantisek Hamouz, at the eleventh 
plenary meeting of the Conference: 

" . . • Our own economic interests prompt us 
further to specialize our production, to intensify our 
participation in the world division of labour, and to 
take advantage of trade in order to speed up economic 
growth in general. We are ready to carry out, in our 
country, adequate structural changes in this direction. 

" Thus we aim at such a pattern of the Czechoslovak 
economy which would take fully into account the world 
division oflabour and intensive development offoreign 
trade. This economic policy will bring about a growth of 
effective demand for imported goods which is, after 
all, a decisive criterion in which our trading partners 
are interested. Trade policy is not an isolated field in 
our economic system; it is a part of the over-all 
economic policy. This makes it possible for us to take 
the necessary measures directly in the sphere of pro
duction and has a lasting effect. Such is the way in 
which we will grant our trading partners a share in the 
growth of our own market and thus effectively con
tribute to the common fund of measures aiming at 
achieving collective economic security and con
sequently to the strengthening of a peaceful atmosphere 
throughout the world. 

" ... Czechoslovakia wishes to make full use of the 
possibilities of its planned economy so as to increase 
substantially its present consumption towards 1970 
and thus to provide the advantage of steady outlets
specifically to double the imports from developing 
countries of raw materials and foodstuffs, particularly 
of coffee, cocoa, oleaginous raw materials, fish and 
canned fish and to treble the imports of tropical 
fruits. 

.. The above-mentioned substantial increase of our 
present consumption is naturally based on the corre
sponding steady increase of our national income and 
on a considerably high rate of growth of our economy, 
particularly industry. Given the limited scope of our 
own raw material resources, such a development will 
call for substantially higher imports. According to 
estimates by our economists, imports of phosphates 
and agricultural commodities should be increased to 
about double the present volume, the imports of 
natural rubber by about two-thirds and the imports of 
metals and ores by at least one-third. It is anticipated 
that such growth of imports will also be covered 
mainly from developing countries. I think it desirable 
to create conditions for the purchase of raw materials 
in a higher degree of processing and we are ready to 
negotiate suitable forms of economic co-operation 
which would facilitate such development. 

" As I have already stated, one of the consequences 
of the industrialization of developing countries 
necessarily is the increase of exports of new, non
traditional manufactures and semi-manufactures. I 
referred to the development of our economy towards 
specialization and I am convinced that this process 
provides room for growing imports of manufactures 
and semi-manufactures from developing countries. 
It is obvious that this is a process which will take some 
time. In providing room for imports of this or that 
commodity from developing countries, we shall at the 
same time strive for the efficiency of our own economy. 
We do not close the door even to the possibility of 
taking necessary steps in our own domestic industry." 
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INTRODUCTORY NOTE 

1. Most of the ideas set out in this memorandum 
are not new, nor are they necessarily of French origin. 
Each one should be regarded as forming part of a 
whole. Taken in isolation some of them may be con
sidered inadequate, but the proposal as a whole might 
serve as a useful basis for discussion at the world 
Conference. In the view of the French delegation, it is 
to the proposal as a whole that the Governments 
represented at the Conference should address them
selves. 

2. At the same time, the French delegation is ready 
to discuss any other comprehensive proposal or any 
amendment to the ideas expounded below. In a spirit 
of co-operation and compromise, it will consider very 
favourably any solution to the problem faced by the 
developing countries, which takes due account of the 
basic interests of the principal countries concerned. 

I. GENERAL PRINCIPLES 

3. It is only during the last twenty years that the 
problem of the disparity among nations in terms of 
incomes and standards of living has come to the 
attention of world public opinion, not only in countries 
where the national income is low but also in countries 
enjoying a high standard of living. These countries 
have long been seeking, through transfers of income, 
to achieve a more equitable distribution of the national 
income among the various sections of their own 
population. It is in the large industrialized countries of 
the western world that the flagrant inequality in the 
distribution of the world's income among the peoples 
has become a problem of major importance, not only 
a psychological and moral problem, but also as a 
political one. 

4. All countries now recognize in practice the desir
ability of transfers of national income in order to 
mitigate, or at least avoid aggravation of, the dis
parities existing in the world between the incomes of 
different countries. The argument is now limited to the 
scope of such transfers and the means of effecting 
them. These are the questions which are to be discussed 
by the world Conference on Trade and Development 
that has been convened by the United Nations, and it is 
for the purpose of this discussion that the present 
memorandum has been prepared. 

5. It appears to be generally agreed that trade, rather 
; than direct aid, should be used to bring about this 

transfer. This is the idea expressed in the slogan: 
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"Trade, not aid". While it is fairly obvious that 
trade is greatly preferable to loans and Government 
grants as a means of achieving a transfer of income, 
some agreement will have to be reached on the terms 
of such trade. Trade will not serve automatically as a 
substitute for direct aid. On the contrary, the financial 
aid given by the industrialized countries is, in many 

. instances, not even sufficient to offset the commercial 
losses incurred by the developing countries as a result 
of the deterioration in the terms of trade. 

6. It is therefore essential to determine how trade 
between the industrialized countries and the developing 
countries can, first, supplement the financial aid pro
vided and, later, replace such aid on a permanent 
basis. 

. 7. Firstly, trade must not be allowed to result in a 
'transfer of part of the national income of poorer 
countries to richer countries. This is nevertheless what 
has happened during recent years. If it is generally 
recognized that an increase in the prices of tropical 
products, for example, amounts to a transfer of part of 
the national income of the industrialized countries to 
the developing countries which export these products, 
it would appear difficult to dispute the contention that 
a fall in these prices is equivalent to a transfer in the 
opposite direction. 

8. Secondly, trade which results in the transfer of 
part of the national income of certain rich countries to 
other rich countries also runs counter to the interests 
of the poorer countries, for such a transfer benefits the 
richer countries instead of benefiting the poorer 
countries. Under existing conditions, trade in temper
ate zone foodstuffs, for example, has this undesirable 
result, inasmuch as certain industrialized countries 
subsidize the foodstuffs which they export to other 
industrialized countries. 

9. Finally, trade should also not result in the 
transfer to poor countries of a portion of the national 
income of other countries which are equally poor, or 
even poorer. Such a result is inevitable, however, when 
trade in the products exported by the developing 
countries is governed solely by the laws of the market 
or of free competition. For, under market laws, prices 
establish themselves at the lowest level and the only 
effect of competition is to benefit certain countries at 
the expense of others. 

10. In general, world trade should take place in 
such a manner that the transfers of income which it 
produces are from the richer countries to the poorer 
countries, while trade between the richer countries 
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themselves and trade between the poorer countries 
should preserve, broadly speaking, the economic and 
financial status quo. 

11. Considered from a practical viewpoint, the 
situation of the developing countries is characterized 
by the following: 

A general prevalence of malnutrition owing to the 
inadequacy of local agricultural production and 
the financial impossibility of obtaining the needed 
resources from abroad; 

Export earnings which are inadequate in relation 
to needs, subject to sharp fluctuations and affected 
by the fall in the prices of raw materials; 

A poorly diversified economy and a small in
dustrial output, usually incapable of competing with 
the production of the developed countries.; 

12. This is the factual situation which needs to be 
remedied. The suggestions put forward in this memo
randum might help to achieve this objective in a rela
tively near future. 

13. Some of the suggestions go against the widely 
accepted principles of commercial liberalism, such as 
the most-favoured-nation clause, but they cannot be 
said to represent an innovation in international trade 
and in its regulation by agreements and institutional 
machinery. 

14. Both in bilateral trade agreements and in the 
General Agreement on Tariffs and Trade (GATT), it is 
recognized that restrictive and discriminatory measures 
may be taken by a given country when trade between 
it and third countries leads to capital transfers which 
unfavourably affect its balance of payments. It is 
therefore admitted, at least implicitly, that trade 
governed by liberal principles and by the most
favoured-nation clause must not result in systematic 
transfers from one country to others. If such transfers 
take place, the requirements of that clause and of 
liberal principles are waived and provisions such as the 
safeguard clauses included in bilateral agreements or 
articles XII, XIV and XVIII of GATT are invoked. 

15. The purpose and effect of recourse to , 
articles XII and XIV, which are of a temporary 
nature, is, in fact, to put an end to transfers from one 
industrialized country to other industrialized countries, 
while recourse to article XVIII, which is of a permanent , 
character, is designed to avoid transfers from a 
developing country to industrialized countries or to 
other developing countries. 

16. While it has always been agreed that transfers 
from rich countries to other rich countries or from 
poor countries to other poor countries, and thus to 
richer countries, are undesirable, it is generally 
accepted today that transfers from richer countries to 
poorer countries are, on the contrary, desirable. From 
this we may conclude that, if it is admissible to dis
regard certain otherwise excellent principles in order 
to avoid undesirable transfers, the possibility of dis
regarding them for the purpose of bringing about 
desirable transfers should not be ruled out a priori. 

17. These considerations explain why, in the 
present memorandum, certain ideas have been included 
which, if they are to be translated into practice, will 
necessitate the waiving of trade principles which the 
French Government considers, in general, to be valid. 

II. ORGANIZATION OF MARKETS FOR TEMPERATE-ZONE 

FOOD PRODUCTS 

18. It has frequently been pointed out that the 
economically backward countries cannot reasonably 
be expected to make the human effort required for 
intensive industrialization until they are in a position 
to feed their people adequately. However, the con
ditions generally prevailing in those countries are such 
that it is sometimes impossible to produce locally all 
the food which would be required for this. Local 
agricultural production can and should be increased, . 
of course, particularly by raising yields through the use·. 
of improved methods; but that is a long-term task, 
whereas the needs are immediate. The problem is to 
provide sufficient food, now, for the masses inhabiting 
the tropical and sub-tropical regions. This problem, 
can be solved in most cases by importing foodstuffs · 
produced in the temperate zones. 

19. Until a country reaches the industrial stage, 
however, it does not usually have the means to finance 
food imports of such magnitude. It appears, therefore, 
that for some time to come the industrialized countries 
will have to donate food to the developing countries. 

20. According to some estimates, current food 
production in the temperate zones is not sufficient to 
feed adequately the entire population of the globe, 
particularly in view of the rate at which that population 
is increasing. However, the possibilities of further 
output are by no means exhausted and, from a1 
material point of view, the world food problem would' 
not appear to be beyond solution. The problem which' 
has not yet been solved is the problem of financing, 
and it will not be solved unless there is a radical 
reform of the present system of international trade in 
foodstuffs. 

21. Thus far, only the United States has pursued a 
large-scale policy of donating food, under a vast 
programme called "Food for Peace". One possibility 
would be an agreement under which either all the 
industrialized countries or only those with market 
economies would participate in that programme. Such 
an agreement could readily have been achieved had it 
been agreed that each industrialized country should 
allocate a specific percentage of its national income to 
aid for the developing countries. It would then only be 
necessary to decide what portion of that percentage 
should be allocated to Food for Peace. However, that 
idea was not accepted and it may, perhaps, be pre
mature. 

22. There is another possible method. The world 
market in temperate-zone foodstuffs might be so 
organized that the world price level might be such as 
to deprive export subsidies of their principal raison 
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d'etre. The industrialized exporting countries would 
then contribute to Food for Peace foodstuffs which 
they produce, to the value of the additional amounts 
they received for their exports as a result of the 
increase in world prices as compared with current 
prices. 

23. In the case of an industrialized country which 
now subsidizes its food exports, this would mean 
deliberately and voluntarily diverting to the developing 
countries those transfers of capital which it formerly 
made, sometimes unwittingly, to other industrialized 
countries. Industrialized countries which do not sub
sidize their food exports would simply retransfer to 
developing countries the additional funds paid to them 
by the importing industrialized countries as a result of 
the increase in import prices. 

24. The domestic prices of home-produced food
stuffs in the exporting countries would not be affected 
-as will be seen below-and domestic producers 
would continue to receive the same prices for their 
products as they receive at present. Therefore, the new 
system would not encourage producers to increase 
their output, at least in so far as price increases might 
encourage them to do so. Consumers would be affected 
only to the extent that they used imported foods. Current 
consumer prices in the developing countries could be 
maintained if Food for Peace supplied to them free of 
charge the food for which, because of increased unit 
prices and their inability to allocate additional foreign 
exchange for imports, they could no longer afford to 
buy. Governments receiving these free supplies would, 
of course, have the sole right to decide the manner in 
which-and even the prices at which-such food 
would be made available to domestic consumers. 

25. As far as consumers in the wealthy industrial
ized countries are concerned, it must be realized that 
an essential feature of the suggested system is that they 
will have to pay more for the food they purchase than 
they would have done if the food market had been left 
to its own anarchical devices. Since, however, the 
purpose is precisely to transfer some of the resources 
of the industrialized countries to the under-developed 
countries, it is difficult to see how there could be 
any objection to the system on that ground; for once 
the need for such a transfer is recognized, the only 
question remaining is whether it is more desirable for 
the funds to come from the taxpayers of the industrial
ized countries-as in the case of financial assistance
or from consumers, as a result of their purchasing 
primary commodities at remunerative prices. In fact, a 
number of factors militate in favour of financing the 
transfer by a levy on consumers, bearing in mind the 
levy already accepted by the taxpayers for aid purposes. 

26. Thus, the proposed system for transferring 
capital to the developing countries presents no dis
advantages from the standpoint of the producer and 
the consumer, and it has a definite advantage from the 
standpoint of international trade, for the equalization 
of import prices, irrespective of the country of origin, 
would discourage such unfair trade practices as 

dumping. Competition would henceforth be possible 
only on the basis of ability to satisfy the tastes and 
requirements of the consumers. This system would 
therefore provide the best possible guarantee of 
maintenance of the traditional patterns of trade, in so 
far as such patterns have a sound commercial basis. 

27. There then remains the question of determining 
how the objective outlined above could be achieved. 
There are several possible methods, and the way of 
achieving this objective will, of course, have to be the 
subject of discussions, to which the French Govern
ment is already prepared to make its contribution. 

28. For the present, however, it is merely pointed 
out that it would appear that the desired goal could be 

; achieved automatically if all countries applied, in 
the case of their food imports, policies similar to the 

• policy applied in respect of grain imports into the 
~European Economic Community (EEC); for if that 
i were done, the single import price would be established 
automatically, the "levy" would be reduced to nil, and 
international trade would be carried on under a system 
of complete freedom which would not endanger the 
normal traditional patterns. 

III. IMPROVEMENT OF THE COMMODITY TRADE OF THE 
DEVELOPING COUNTRIES 

29. The shortcomings of the foreign trade of the 
developing countries may be summed up as follows: 

Inadequacy of over-all export earnings in relation 
to import needs; 

Sharp fluctuations both in the volume and value 
of exports; 

A tendency of primary commodity prices to 
deteriorate, particularly in relation to prices of 
manufactured goods. 

30. Furthermore, international research has clearly 
demonstrated the following: 

Commodity exports are now and, from all 
indications, will long continue to be a primary source 
of external financing for the less-developed coun
tries; 

The three present characteristics of commodity 
exports, mentioned above, cannot fail to have 
adverse effects on the economic growth of the less
developed countries, on the level of their imports, 
and on the formulation and execution of their 
development plans. 

31. On the basis of these findings, it would appear 
logical to seek to remedy these three unfavourable 
characteristics, or at least the most important of them, 
through international action. It is from this point of 
view that the various solutions proposed should be 
considered. 

32. (1) Some proposed solutions, which we might 
refer to as those in the first category, are designed, 
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according to their sponsors, to increase outlets for the 
primary commodities exported by the under-developed 
countries or, in other words, to increase the volume of 
their sales of commodities. As far as the sale prices of 
these commodities are concerned, there has only been 
recognition-and this is a recent development-that 
sharp upward and downward fluctuations in their 
long-term trends should be corrected. The official 
justification given for such measures is the need to 
maintain, as far as possible, the influence of the law 
of supply and demand on international trade. As far 
as possible, therefore, international trade should be 
freed of tariff, quota or other "barriers" which are 
considered to hamper it. Likewise, prices would 
continue, in the main, to be subject to the laws of the 
market since the corrective measures taken to deal 
with sharp fluctuations should respect "natural" 
long-term price trends. 

33. The international measures advocated in 
accordance with the above-mentioned guiding principle 
have been the subject of many detailed proposals that 
have been summarized in the various documents 
supplied to the participants in the Conference. There 
is therefore no need to describe them here. 

34. (2) However, even assuming that the measures 
advocated were suited to their purpose and, in parti
cular, that those which aim to expand outlets (if they 
are feasible) bring about some increase in the volume 
of commodities sold, the question still remains why 
international efforts should be directed to the correc
tion of those defects of the commodity trade which 
seem rather secondary and no attempt is made to 
remedy others which may well be regarded as basic. 
Why should international action with regard to prices 
be limited to the correction of sudden fluctuations and 
why should it not seek to apply a policy of reasonably 
remunerative prices to counter the present price trend 
which is assumed to be unfavourable to primary 
producers? 

35. The reason is certainly not that regulatory 
action in regard to prices would be less effective than 
action taken with a view to eliminating the "obstacles" 
to trade. On the contrary, a comparison of the results 
anticipated from the elimination of such obstacles 
and the effects of a reasonable regulation of prices 
shows that the increase in the foreign earnings of the 
less-developed countries would be greater and also 
more rapid if the second method were employed. 
The sharp drop in the receipts of such countries as a 
result of the decline of commodity prices in recent 
years points to some very definite conclusions which 
are confirmed by certain international studies of the 
consequences which the future adoption of either 
method might entail. 

36. This policy of non-interference with the present 1 
method of determining international commodity prices\ 
is expressly motivated by a concern to allow market 
forces to have free play, as far as this is possible. That 
concern scarcely seems justified, however, unless it can 
be demonstrated that the free play of competition will 

ipso facto produce optimum economic effects-not for 
the most powerful producers, but for the countries 
which need help, namely, the less-developed countries. 
However, the experience of international trade clearly 
does not point to that result. 

37. It is significant, moreover, as was pointed out 
earlier, that there is hardly any Government which, 
within its own territory, relies solely on the play of 
market forces to ensure the prosperity of its producers 
of primary commodities and of agricultural com
modities in particular. If therefore the great majority of 
the Governments of the industrialized countries con
sider interference with the play of "spontaneous" 
economic forces, and sometimes quite drastic inter
ference at that, to be essential in order to ensure a 
certain return for their own primary producers, it is 
difficult to maintain that international action should, 
by definition, exclude efforts which are very common 
at the domestic level. On the contrary, it seems 
reasonable to consider whether such measures might 
not complement, and perhaps even constitute the 
over-all framework within which national efforts 
would be made to organize commodity trade, and 
whether an organization of the market along lines 
similar to that proposed for temperate-zone agri
cultural products might not provide a solution to the 
export earnings problems of the developing countries. 

38. The fundamental principle of such an organiza
tion would be to replace the present prices resulting 
from the free play of supply and demand by systems of 
internationally agreed prices fixed at levels which will 
be reasonably remunerative for the producing coun
tries. 

39. The domestic prices of foodstuffs in the 
industrialized countries are fixed in such a way as to 
ensure a transfer of income from the towns to the 
country, so that the farmers' income will differ as 
little as possible from that of other social groups. The 
very slight elasticity of demand is no doubt also taken 
into account and, in practice, therefore, the "fair 
price" is always the optimum and not the maximum 
price. Experience shows, however, that this price may 
be considerably higher than the going world price 
resulting from the free play of supply and demand. 

40. Basically, this proposal would mean the 
transfer to the developing countries of a fraction of 
the national income of the industrialized countries, 
using the methods employed by the latter to transfer a 
certain proportion of the income of city-dwellers to the 
rural population. In this case it will be necessary, first, 
to calculate what will be the "fair price", and, then, 
to find the technical means of bringing actual world 
prices into line with it. In this case, too, the price 
should be an "optimum" one which will not lead to a 
reduction in the volume of exports. Certain spectacular 
world price increases which have taken place in recent ; 
months show that these "optimum" prices may be set 1 

considerably higher than previously current prices, 
without producing the disastrous consequences fore
seen by some when it was proposed that prices should 
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be raised "voluntarily" to the levels they have now 
reached spontaneously. 

41. It is of course very difficult to decide what the 
"fair price" level should be in the case of a transfer of 
income not within the same country, but between the 
industrialized countries as a whole and the developing 
countries. A closer study might nevertheless be made 
of the method of increasing world prices of tropical 
foodstuffs by the same percentage by which world 
prices of temperate-zone foodstuffs would have to be 
raised in order to bring them into line with the average 
price paid to producers in the highly industrialized 
countries. 

42. There are various possible ways by which the 
agreed price could be put into effect. 

43. Experience of international agreements on 
certain primary commodities suggests that it would be 
possible to set fixed prices under these commodity 
agreements, either by establishing prices as targets to 
be attained or by fixing a range of prices. A system of 
export quotas (and of import quotas if necessary) 
would ensure that these prices were observed. 

44. However, a number of different requirements 
would have to be met before such an organization of 
the market could be achieved. In particular, virtually 
all the producers and consumers of tropical com
modities would have to participate. 

45. The assent of all the consuming countries 
would be necessary, not only to ensure satisfactory 
operation of the system, but also to ensure an equitable 

. distribution of its cost. The participation of all pro
ducers would be required in order to obviate the dis
turbing influence of those which might remain outside 
the system, and seek to profit from its effects without 
accepting its rules. 

46. Bearing in mind the difficulties of a lasting or 
temporary nature-which systems of market organiza
tion, in the limited sense of the term, so often entail-

. a simpler and speedier arrangement has been suggested 
whereby capital could be transferred to the developing 
countries when they export foodstuffs to the indus
trialized countries. 

47. The idea would be either to levy on imports of 
such foodstuffs into the developed countries an 
amount which would vary in accordance with the 
difference between the actual import price and the 
internationally-agreed datum price, or, more simply, 
to levy a tax on the consumption of such foodstuffs in 
the industrialized countries, and to refund the proceeds 
of this levy or tax to the developing countries which 
export the foodstuffs concerned. 

48. Theoretically, this arrangement presents every 
advantage and scarcely any disadvantages. 

49. Its main advantage, perhaps, is that it would 
prevent transfers of capital from poor countries to 
other poor countries. All that is needed in order to 
prevent such transfers is to introduce levies or taxes 
only in those countries which have attained a given 

level of per capita national income. Thus, all the con
sumers in the poorer countries would continue to pay 
a low price, whereas only those in the richer countries 
would have to pay the higher price, a result which it 
would be difficult to achieve if the levy or tax was 
applied to exports, instead of to imports or con
sumption. 

50. A further advantage of this system would be 
that it could be put into operation at once, even by a 
single industrialized country or group of such coun
tries, without waiting for other countries to do the 
same. 

51. It has been stated that "artificially high" 
prices would inevitably have the effect of increasing 
production regardless of real demand and would 
therefore lead to additional surpluses, which would be 
both troublesome and costly. 

52. The suggested machinery could reduce this risk 
satisfactorily to a minimum. There would certainly be 
an incentive to increase production if the producers 
concerned received the benefit of the internationally 
agreed prices directly. However, the prices paid to 
producers could be made independent of the inter
nationally agreed prices. If the system of variable 
taxes or levies was adopted, the amounts collected 
could be transferred to the Governments of the 
exporting countries in proportion to the amount of 
their exports. 

53. It would then be for the Governments of those 
countries to reduce the incentive to produce by 
refunding only part of the receipts to the producers and 
devoting the remainder to other useful purposes con
nected with the over-all development of the country. 
There would not appear to be any justification for any 
of the misgivings of principle which some countries 
seem to harbour concerning the policy the Govern
ments of the developing countries will pursue; the latter 
seem in fact sometimes to be regarded as incapable of 
controlling their national production. There is reason 
to believe, on the contrary, that these Governments 
will appreciate the advisability, under such a system, of 
exercising a certain measure of discipline, for without 
it their problems cannot be solved. 

54. Lastly, the transferred domestic tax would 
stabilize the income of the exporting country, if the 

·amount varied with fluctuations in prices. Theoreti
cally, therefore, only those who are opposed to the 
very idea of a transfer of income from the industrialized 
to the developing countries can be opposed to this 
system. 

55. Admittedly, there would still remain certain 
difficulties. First, one industrialized country would 
have difficulty in agreeing to put the arrangement 
into effect if other important industrialized countries 
refused to do so. Secondly, although it may be 
relatively easy to transfer to the developing countries 
all or part of the proceeds of an existing tax (or its 
equivalent in money), it might be very difficult to 
introduce new taxes or to reimpose a tax which has 
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been discontinued for some reason. Lastly, certain 
powerful interests which have always taken advantage 
of price fluctuations would be opposed to the tax 
because of its stabilizing influence. 

benefit as to organize international trade in raw 
materials, a question dealt with in the two preceding 
chapters. 

60. If trade in raw materials and food products . 
56. Apart from these difficulties, which would have were organized in such a manner as to prevent transfers i 

to be considered case by case, the fact that the transfer of capital from one rich country to other rich countries \ 
would be automatic raises the question of the use (which could be achieved by means of the market ', 
which would be made of the transferred capital. As the organization system outlined in chapter II) or from 
ultimate objective is to raise the level of living in the some poor countries to other poor countries (which l 
developing countries and to diversify and industrialize . could be done through the compensatory tax arrange- \ 
their economies, some supervision of the use of the . } ments described in chapter III), it should be possible \ 
transferred capital seems essential. It would be jf to prevent transfers from poor to rich countries by 
necessary to make sure, for instance, that the transfer . \ · organizing the trade in manufactures and semi-

1 
of the levies or taxes would not result in over-produc- manufactures. Such transfers, which are inequitable 
tion and a consequent collapse of prices. now and in the long run uneconomic, will inevitably 

57. For obvious psychological and political rea- occur if the industrial production of the developing 
sons, there can naturally be no question of the indus- countries, instead of being stimulated and guided by a 
trialized countries dictating the use to be made of the careful organization of international trade in manu-
capital they transfer to the developing countries. It factures, is left to its own devices under a policy of 
would even be difficult for them to supervise its use laissez-faire and laissez-passer. 
themselves. But the growth of international co-opera- 61. To appreciate this, we need only to imagine 
tion in the world of today seems to offer a solution for that all such "obstacles to trade" in a given manu-
this difficulty. In any event, a similar difficulty was factured product as quotas, customs duties, etc., have 
solved in Europe at the time of the Marshall Plan, been done away with in all the industrialized countries, 
thanks to the Organization for European Economic that this product is offered, both by an industrialized 
Co-operation (OEEC). There is no reason why that country or countries and by a country or countries 
precedent should not be followed in solving this which are only beginning to industrialize, and, lastly, 
problem. that the product is being offered by all the exporters at 

58. The idea would be for all the developing roughly the same price. The importer would undoubt-
countries receiving such tax transfers jointly to super- edly choose a product made in one of the industrial-
vise their use in a given country. In other words, the , ized countries, for a number of reasons, such as 
transferable proceeds of the taxes levied on a given \ consumer prejudice in favour of the traditional 
commodity would be paid in to a central fund, which producers (which may or may not be justified), the 
would be jointly administered by those countries inadequacy of the sales organizations of the under-
exporting the commodity that are eligible to receive developed countries or their inability to finance a 
such transfers. Those countries, and they alone, would publicity campaign on the same scale as the indus-
have the responsibility of distributing all or part of the trialized countries. Consequently, a country which is 
amounts paid into the central fund among those only partly industrialized cannot sell its product unless 
entitled to receive it; they might, if necessary, lay down it offers it at a price lower than that charged by its 
certain conditions to be met by the recipient countries highly industrialized competitors. The technological 
and they might possibly supervise the use which the productivity of the developing countries is in fact 
latter make or have made of the funds they receive. lower, as a rule, than that of the industrialized coun-
Part of the resources of the central fund might be used tries and, by definition, can never be expected to 
for joint projects. exceed theirs. Therefore, in order to sell its product at 

a lower price, the under-developed country must either 
assist its exports through government subsidy or allow 

IV. IMPROVEMENT OF THE TRADE IN MANUFACTURES OF 
THE DEVELOPING COUNTRIES 

59. Under present circumstances, the amount of 
foreign exchange obtained by the developing countries 
through the export of raw materials and foodstuffs 
cannot be compared with the amount earned by exports 
of manufactures and semi-manufactures produced by 
industry. Moreover, this situation is likely to continue 
for many years to come. However, in view of the fact 
that these countries cannot raise their level of living 
without diversifying and industrializing their econo
mies, it is just as important to organize international 
trade in manufactures and semi-manufactures for their 

the exporter (whether the latter be a State concern or a 
private enterprise) to take advantage of a wage level 
substantially lower than that of the industrialized 
countries, or it must do both. 

62. The transfer of capital from a poor country to \ 
a rich one is obvious in the former case; although not 
so obvious, it is none the less real in the latter. Thus, 
low wages will contribute to the industrialization, not 
of the developing counrry which is the exporter, but of 
the importing country, which is already highly 
industrialized. This shows clearly the inequitable and 
uneconomic nature of such a commercial transaction 
which is the unavoidable outcome if free competition, 
which was intended to apply to trade between indus-
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trialized countries, is to be the rule in trade with the 
developing countries. 

63. If this unsatisfactory situation is the inevitable 
! consequence of the application of the principles of 
I commercial "liberation" to the export trade in 

industrial products of the developing countries, the 
only way it can be changed is to adapt those principles 
to the legitimate needs of the countries which are only 
beginning their industrial development. That was the 
method advocated in an important suggestion which 
has been put forward by a country that is not only 
highly industrialized but is also well known for its 
long-standing attachment to the principles of economic 
liberalism. 

64. The reasoning underlying this suggestion must 
be as follows. Firstly, a new industry in a developing 
country cannot export its products to the industrialized 
countries unless it can offer them at prices lower than 
those charged by long-established industries in the 
highly-developed countries manufacturing the same 
products. Secondly, such prices-which may be 

), 'V described as abnormally low-can be arrived at only 
.; by paying very low wages or by means of export 

subsidies (State or private). 
Regardless of whether this involves loss of income 

for the workers producing the exported goods or for 
the exporting enterprise, or a deduction from the share 
of the national income accruing to the State, the result 
is the transfer to the importing country of part of the 
income of the exporting country, in other words a 
transfer of capital from a poor to a rich country. If the 
aim is to prevent such unfair and uneconomically 
unsound transfers from taking place whenever manu
factures are exported by developing countries to the 
highly-industrialized countries, and if it is desired that 

.. such exports should give rise to transfers in the 
opposite '<.lirection, it is necessary and sufficient to 
ensury that the cost of the "artificial" lowering of 
the prices of the exported goods should be borne not 
by some or all the people of the exporting country 
which, by definition, is "poor", but by the highly
industrialized importing country which, by definition 
is "rich". ' 

For both psychological and political reasons, as 
well as for technical reasons, an industrialized country 
cannot, in fact, subsidize its imports of manufactures 
from the developing countries without the State as 
such'SlJffering a loss of income. In practice, this means 
that the industrialized countries would have to 
maintain or impose custom duties of such a nature 
that exemption therefrom of imports from the de
veloping countries would make such imports possible. 
From a commercial point of view, exemption from 
import duties is equivalent to an export subsidy of the 
same amount, except that the cost of the "subsidy" 
is borne by the importing country and not by the 
exporting country. The wealth of the highly-indus-

' trialized countries is so great that in their case such a 
; loss of national income can be borne without difficulty. 
However, such preferential or discriminatory exemp-

tion runs counter to one of the fundamental principles 
of traditional "free trade" system: the most-favoured
nation clause. In the last analysis, therefore, the 
suggestion referred to amounts to a request that this 
clause should be amended so as to enable an indus
trialized country to accord, with respect to trade, to 
exporters in the developing countries treatment which 
is not merely as favourable as but is more favourable 
than that applied in the case of exports from other 
industrialized countries. 

65. Obviously, one of the fundamental principles 
of the present system of world trade cannot be so 
radically amended and, a fortiori, applied by one 
industrialized country acting on its own. Con
sequently, the granting of preferential tariffs by 
industrialized countries to the developing countries 
should be subject to multilateral control by an appro
priate international agency. The problem, therefore, is 
to select that agency and, if necessary, to amend its 
statute. 

66. It is also obvious that preferential tariffs can 
be permitted only as exceptions of limited scope and 
duration to the principle of non-discrimination in 
trade and to the most-favoured-nation clause. This 
principle and this clause would remain the general 
rule. Furthermore, no exception to the most-favoured· 
nation clause could be made in the case of trade 
between industrialized countries. 

67. In other words, as in the case of the formula· 
set out in a memorandum recently submitted to an 
international trade organization by one of the large 
'developing countries, preferential tariffs could only be 
applied to industries in developing countries which 
really need such preferential treatment. 

68. A number of inferences may be drawn from 
this limiting principle: 

(a) If a tariff preference is accorded to a developing 
country because the latter would otherwise be unable 
to export, it does not follow that the same preference 
should be granted to another developing country whose 
exports can well bear the existing tariffs, to a country 
or territory guilty of "social" dumping or ordinary 
dumping practices or to one which systematically 
resorts .to State export subsidies; 

(b) Inversely, the fact that certain developing coun
tries resort to dumping or subsidies whereas others 
produce on a highly competitive basis does not mean 
that preferential treatment should be refused to coun
tries which are in neither of these two situations, 
whether through inability or unwillingness on their 
part; 

(c) Because a given product of a developing country 
cannot be exported to industrialized countries unless 
the latter accord it a preferential tariff, it does not 
follow that other products and, a fortiori, all other 
products of the same country also stand in need of 
tariff preference; 

(d) Because developing countries do not succeed in 
exporting a given product to a given industrialized 
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country without the benefit of a preferential tariff, it 
does not follow that the same situation will apply 
if the same product is exported to another industrial
ized country or another product is exported to the 
first-mentioned industrialized country; 

(e) Because a given country cannot export a given 
product at a given time without preferential treatment, 
it does not follow that this situation will prevail for 
ever or that the same amount of preference will always 
be required. 

69. These logical conclusions point towards a 
concept of preferential tariffs which are selective as 
regards the countries which grant them or benefit from 
them and are temporary and degressive as regards the 
products they affect. Furthermore, the necessity of 
developing a criterion for measuring the "need" for 
preferential treatment requires that the latter should be 
limited in terms of volume or value (tariff quota 
system). The fact that a limit imposed on preferential 
treatment is exceeded is a clear sign that it is of no 
value. 

70. While these various consequences are un
doubtedly interrelated, their application in practice is 
bound to raise numerous difficulties of many kinds. 
There will therefore be a need for studies and even for 
negotiations on a case-by-case basis, as well as for 
international supervision of the system of the prefer
ences as a whole. 

71. The primary purpose of any system of prefer
ences designed to aid the developing countries should 
be to enable them to industrialize without impoverish
ing themselves and without having to exploit their 
manpower as in the case in the early stages of Europe's 
industrialization. In the modern world an industry 
which could develop its exports only at the expense of 
the wage-earners would create in the country con
cerned a political situation which would prove critical 
in the long run. 

72. Since the main purpose of the system of 
preferences would be to foster in the developing coun
tries industries practising a high-wage policy, the 
system would logically need to be supplemented by 
measures designed to discourage the maintenance or 
establishment of export industries which normally 
engage in "social" dumping. Here again, however, 
the practical application of this logical consequence 
raises difficulties calling for study and case-by-case 
negotiation, as , well as for over-all international 
supervision. 

73. It is evident at the present stage, however, that 
the need for preferential tariffs would be particularly 
acute in the case of industries producing mainly for 
local consumption or for export to other developing 
countries and therefore ill-adapted to market con
ditions in the highly-industrialized countries. Such 
industries must nevertheless export to the industrial
ized countries also, if only because they must con
tribute as much as they can to the foreign exchange 
earnings of the countries concerned and because it is 

desirable, from a technological point of view, that they 
should maintain close contact with the economies of 
the developed nations. The introduction of preferential 
tariff quotas would provide them with the means of 
doing so. 

V. REGIONAL INTEGRATION AS A MEANS OF DEVELOPMENT 

74. The economic and industrial development 
efforts undertaken by the developing countries have 
created balance-of-payments difficulties for them as 
well as a shortage of the convertible currencies needed 
for their imports of capital goods. The situation of 
these countries is in this respect reminiscent of the 
plight in which most of the countries of Western 
Europe found themselves after the war. Some of the 
methods which were successfully employed in Europe 
at that time seem capable of adaptation to the case of 
the developing countries. 

75. The post-war recovery effort undertaken with 
the assistance of the Marshall Plan and the OEEC had 
basically two complementary objectives: to acquire as 
many dollars as possible and to spend as few as 
possible. This was commonly known at that time as 
dollar earning and dollar saving. 

76. The inflow of dollars came from two separate 
sources, one being grants which the United States 
generously made to Western European countries, and 
the other the export of European products to the dollar 
area. However, Europe had a heavy deficit in its 
balance of trade with that area and the American 
financial grants by the United States, although very 
substantial, were not enough even to cover this trade 
deficit. It was then that the slogan "Trade, not aid" 
was first used. The Europeans asked the United States 
to substitute increased imports of European products 
for direct financial aid (which was divided among them 
by the recipients themselves, who could use it as they 
saw fit). This appeared to be all the more necessary 
since the United States aid was temporary and 
degressive, and rightly so. 

77. Although the theory that trade is better than 
aid was never disputed, no special measures were taken 
by the dollar-area countries to increase their imports 
of European goods. These goods entered their markets 
freely, but they remained subject to rather high 
customs duties and they were accorded no preference. 
The European exporting countries simply had to 
stimulate their sales, which they sometimes did by 
means of subsidies. 

78. Since direct aid was to be temporary by 
definition and degressive in practice and yet the trade 
balance remained in deficit, the European countries 
had to seek to achieve equilibrium in their balance of 
payments by making substantial savings in their dollar 
expenditures. More had to be produced in Europe so 
that less would need to be imported from abroad. Thus 
dollar saving came to outweigh dollar earning in 
importance. 
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79. Of course, it was not possible for every 
European country to produce itself the goods which 
were no longer to be imported from the dollar area, 
nor was that desirable. Yet the European countries as 
a whole were able to make substantial and ever
increasing dollar savings by exchanging their products. 
Consequently, OEEC, in full agreement with the 
United States and with the consent of the International 
Monetary Fund (IMF) and GATT, adopted a policy 
designed to encourage intra-European trade by means 
of discriminatory or preferential arrangements so as 
to achieve a reduction in imports payable in non
European currencies. 

80. Two complementary methods were used within 
the OEEC framework in order to encourage intra
European trade. On the one hand, although the 
European countries did not grant each other tariff 
preferences, they progressively freed their trade and 
invisible transactions while maintaining severe quota 
restrictions in regard to outsiders. In some cases these 
restrictions went as far as prohibition. Furthermore, a 
European Payments Union (EPU) financed visible and 
invisible intra-European trade through a credit system, 
half of EPU's working capital fund being supplied by 
the United States. 

81. This system, which, designed to save dollars 
and consisting of financial and trade measures of a 
preferential and discriminatory nature, contributed 
greatly to the economic and monetary recovery of the 
countries of Western Europe which had been im
poverished by the war. Once recovery had been 
achieved, these countries were able to apply liberal 
principles in finance and trade fully and to advantage. 

82. If we now compare the situation of the Euro
pean countries in the immediate post-war years with 
the present situation of the developing countries, we 
find both obvious similarities and profound differences. 

83. First of all, the role played by the dollar in the 
case of the European countries is now held, where the 
developing countries are concerned, by the currencies 
of the industrialized countries as a whole. From this 
we may infer that if the developing countries wish to 
use measures similar to those which served the 

, European countries so well, the measures should apply 
\ to the industrialized countries as a whole. 

84. Like the European countries at that time, the 
developing countries are at present receiving direct 
financial aid. This aid is no longer exclusively American, 
but it comes largely from the United States. It is to be 
hoped that this aid will not be degressive and that, 
although it is temporary by definition, its duration is not 
explicitly indicated or even foreseeable. But this 
difference in relation to Marshall Aid is only apparently 
favourable, for the needs of the developing countries 
have no parallel with those of Western Europe after 
the war. Furthermore, the direct financial aid received 
by the developing countries, unlike Marshall Aid, is 
not distributed among them through collective action 
on the part of the recipient countries, which makes it 
more difficult to create, through pluri-national bodies 

of the OEEC type, machinery capable of playing a part 
similar to that played by the European regional 
organization in the economic, monetary and trade 
fields. Like Marshall Aid, the financial aid granted by 
the industrialized countries to the developing coun
tries is incapable, by itself, of meeting their con
vertible-currency needs. 

85. The old European slogan "Trade, not aid" 
has been taken up by the developing countries and no 
one disputes it. The question is whether the application 
of this principle will prove to be more effective in the 
case of the developing countries than it was in the 
European case. There is indeed evidence to show that 
most industrial countries are interpreting this principle 
as the United States interpreted it when Europe was 
involved. That is to say, adherence to it simply means 
guaranteeing the developing countries free access to 
one's markets, without any discrimination or prefer
ence. The fact is, however, that the liberal trade 
policies of the dollar-area countries were of no great 
benefit to post-war Europe. It is therefore scarcely 
surprising that the majority of the developing countries 
are no longer content merely to seek from the industrial
ized countries equality of treatment in trade, but 
advocate preferential measures in their favour. 

86. Like the European countries in the post-war 
period, the developing countries are unlikely to achieve 
equilibrium in their balance of payments unless the 
flow of convertible currencies from grants and trade is 
supplemented by measures designed to reduce their 
expenditure in those currencies as far as possible. 
Seen in this light, the present position of the developing 
countries is decidedly less favourable than the position 
of the European countries in the first post-war years. 

87. No group of developing countries yet has at its 
disposal a regional body comparable to OEEC and 
capable of organizing intra-regional trade on a more 
liberal basis but protected from outside competition 
and financed by a credit system similar to that of 
EPU. 

88. It is clear, however, from a comparative 
analysis, that the developing countries have even 
greater need of a financial and trade organization of 
this kind than the European countries had when they 
were tried and impoverished by war. 

89. In the first place, a country in the process of 
industrialization has much more difficulty than a 
highly-industrialized country in producing a product 
which has been traditionally imported from hard 
currency countries. There is therefore all the more 
need for a division of labour among the developing 
countries and for the stimulation of trade among them. 
The saving of hard currencies, which could be made by 
a commercially integrated group of developing countries 
would be much greater than the sum of the savings 
which each of these countries could make if they 
remained economically isolated. 

90. However, although the need for trade among 
the developing countries is still much greater than the 
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need for trade among the highly-industrialized coun
tries, the present volume of trade between the less
industrialized countries, even when they belong to the 
same geographical region, is incomparably less than 
that which existed between the Western European 
countries at the end of the war. It is, therefore, at least 
as important and urgent today to encourage intra
regional trade in an under-developed region as it was 
in Western Europe after the war. 

91. Since the justification for the European 
discriminatory measures was recognized in the past, 
the introduction of similar measures in under-deve
loped regions should be even more readily accepted. 
Moreover, seeing that the United States itself, through 
the EPU, then actually financed the European trade 
system which discriminated against it, the industrial
ized countries as a whole should not refuse today to 
finance common preferential systems in the under
developed regions, particularly since the small volume 
of intra-regional trade in these regions will necessitate 
a relatively small outlay, at least at the outset. 

92. What is true for trade exchanges applies even 
more to invisible transactions, since expenditure by 
developing countries in hard currency for services such 
as insurance and freights are relatively greater than 
similar post-war dollar expenditure by Western 
European countries. Here again regional economic 
integration would make it possible to save considerable 
amounts of foreign exchange. 

93. Finally, regional economic integration of the 
developing countries is essential if they are to progress 
in the field of scientific and technological research. At 
the present time, and in their present stage of isolation, 
none of these countries can itself carry out useful 
scientific research or even take full advantage of 
research institutes which industrialized countries are 
setting up for them in their territory. Sometimes the 
results obtained are of such a nature that it is mainly 
the highly-industrialized countries which are able to 
make use of them. A scientific division of labour 
among the group of developing countries might alter 
this situation. 

94. The economic and political problem facing the 
modern. world owing to the existence of vast under
developed regions does not seem capable of solution 
unless preferential economic, financial and com
mercial systems similar to the one which enabled 
post-war Western Europe to recover are set up in 
these regions. 

VI. CONCLUSION 

95. The problem created for the modern world by 
the political necessity of eliminating the regions of 
economic under-development as rapidly as possible is 
so vast and complex that no simple, isolated measure 
can solve it. A whole series of measures must be taken 
more or less simultaneously if rapid and spectacular 
results are desired. 

96. The first task of the Conference on Trade and 
Development should therefore be carefully to draw up 
as complete a catalogue as possible of all the measures 
likely to contribute to the solution of the problem of 
under-development. Each of these measures should be 
closely studied in the various Committees of the Con
ference in order to determine not only the nature and 
extent of the advantages it offers, but also the dis
advantages which it will inevitably entail as well. 

97. The nature of the problem to be solved is such 
that it will not be possible to draw at random from 
this catalogue measures which can be made the 
subject of resolutions and recommendations to be 
applied either immediately or at a later stage, on a 
progressive basis. For there are certain to be incom
patibilities between various measures listed in spite of 
the study previously made in the Committees of the 
Conference. 

98. Thus, for example, a measure calling for the 
abolition of duty on a particular product is not 
compatible with another measure providing for a 
preferential tariff on the same product. Similarly, the 
idea of transferring to the producing countries the 
proceeds of a tax on consumption levied in the con
suming countries is incompatible with the idea of the 
abolition of such taxes. 

99. This means that the Conference should, after 
careful studies by its Committees, make a choice 
between certain groups of coherent and complementary 
measures while comparing the over-all effects, both 
immediate and long-term, of such groups of measures. 
It is such a coherent group of measures rather than any 
single measure taken in isolation that should form the 
subject of the final recommendation. 

100. The aim of the present memorandum sub
mitted to the Conference is to contribute to the 
.preparation of such a recommendation, in which 
the measures advocated should be classified according 
to their relative importance and urgency. 



POSITION OF THE GABON REPUBLIC 

(Document submitted by Gabon) 
[Original: French] 

The following programme has been submitted by the delegation of Gabon for examination by the Conference. 

PROGRAMME 

In the last analysis, all developing countries are pursuing one and the same objective: development leading 
to a rise in levels of living. 

We consider that this can ultimately be achieved through the simultaneous application, at the international 
level, of three series of measures: 

(i) The stimulation of trade in agricultural and mineral primary commodities with a view to both expansion 
and to improved earnings (items 1 and 2); 

(ii) The development of financial assistance, whether bilateral, multilateral or international, to rationalize 
our economies and enable us to set up industries. Grants and loans on special terms, bearing in mind that if 
aid is given in the form of loans these can be repaid only if the necessary sums can be earned through trade 
(items 3 and 4); 

(iii) Promotion and protection of industrialization and guaranteed outlets for manufactured goods 
(items 5 and 6). 
The application of these measures at the international level entails the establishment of a supervisory body 

or the adaptation of existing agencies (item 7). 

POSITION OF THE GABON REPUBLIC 

1. Organization of the market for agricultural and 
mineral primary commodities so as to replace the 
existing prices, which are determined essentially by 
the workings of the law of supply and demand, by 
systems of prices fixed by international agreements 
at levels reasonably remunerative to the producing 
countries. 

Method: Commodity agreements. 

World prices increased by a percentage equivalent 
to that which would bring the world prices of tem
perate produce (e.g., wheat) into line with the average 
price paid to producers in highly-industrialized 
countries (European Economic Community, United 
States, Canada for wheat). 

The percentage thus determined to be levied on 
import into the industrialized countries in the form of 
a duty or tax. 

The creation of an "international price-support 
fund" for each commodity, administered by all 
exporting countries, which would be responsible for 
distributing payments to Governments in accordance 
with rules to be laid down. 

2. Trade with centrally-planned economies 

The centrally-planned economies should increase 
their imports of primary commodities (abandoning 
the practice of compulsorily tied trade) and should 
join in a general movement for price solidarity. 
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3. Financing for an expansion of international trade 
Support for the International Bank for Reconstruc

tion and Development proposals (see statement by 
Mr. Woods, President of the Bank); 

Maintenance of bilateral financial aid (FA C) and 
multilateral financial aid (FED); 

Financing of global operations-tied aid. 

4. Improvement of the invisible trade of developing 
countries by means of: 1 

Freight: Formation of shipping companies. Partici
pation in shipping conferences by representatives of 
countries with or without a national merchant marine. 
Improvement of port facilities in proportion to freight 
rates. 

Interest and dividend payments: Steps for reducing 
the burden of these payments in order to improve the 
balance of payments. 

Insurance: Mobilization of savings in the developing 
countries. 

Tourism: Need for financial assistance in the pro
vision of tourist facilities. 

5. Maintenance of regional groupings of industrialized 
and under-developed countries, and regional group
ings of under-developed countries, and their con
sequences for the under-developed cormtries: 

(a) Possibility of departing from the most-favoured
nation clause in fixing their tariffs; 

' It seems hardly likely that the Conference can achieve practical 
results in this field. However, a Committee has been act up which 
may be able to isolate certain trend•· 
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(b) Possibility of imposing or raising their customs 
duties or entry duties to suit their industrialization 
requirements; 

(c) Possibility of imposing quantitative restrictions 
to the same end and, consequently, for reasons other 
than the balance of payments. 

6. Organization of the developing countries' trade in 
manufactures on the basis of: 

(a) Preferential tariffs in the industrialized countries 
for the developing countries' manufactures (i.e., 
departure from the most-favoured-nation clause); 

(b) Possibility of limited tariff preferences: 

for specific goods or a specific volume of goods 
(tariff quotas); 

in space (by specific countries and for specific 
countries); 

in time (concept of degressivity). 

(c) Need for international supervision by a com
petent organization and for negotiation in each 
specific case. 

International guarantee fund for private investors. 

7. Institutional arrangements, methods and machinery 
to implement measures relating to the expansion 
of international trade: 

The first step is to draw up a "code of rules" 
covering the phenomena-relatively new and, pre
sumably, not susceptible of efficient regulation by 
the General Agreement on Tariffs and Trade (GATT) 
-of under-development and the existence of two 
different economic and trade systems (free trade and 
State trade). 

The next step is to establish, or to reorganize and 
retain, a permanent international agency to supervise 
the application of the "code of rules" by all the 
countries subscribing to it. 

Consideration might be given to: 

(a) The reform of GATT by adding to the Agree
ment a special section on "Development" (or by 
amending various sections or articles of the Agreement 
-see work in progress in the Committee on Legal and 
Institutional Framework of the GATT): by adding 
appropriate regulations to govern East-West trade. 

If unanimous agreement were reached on these 
two points, GATT would become the permanent 
organization responsible for implementing and super
vising compliance with the decisions and recommenda
tions of the Conference. 

(b) The holding of a major world trade conference 
at the ministerial level, under United Nations auspices, 
every two or three years. 



LETTER DATED 19 MARCH 1964 FROM THE DELEGATION OF ISRAEL 
ADDRESSED TO THE SECRETARY-GENERAL OF THE CONFERENCE 

Israel is participating in the United Nations Con
ference on Trade and Development with the conviction 
that the Conference can and should provide the solu
tion to many problems now confronting the com
munity of nations, problems· especially difficult for 
those countries which are only now beginning to take 
their part in world trade. 

Israel recognizes the fact that there is gross disparity 
in standards of living as between different countries, 
and most especially between countries which have 
reached a very advanced stage of industrial and 
general economic development and those now taking 
the first steps towards improving the standard of living 
of their peoples. 

The raising of living standards in developing coun
tries is dependent upon substantial improvements in a 
number of fields, and not only in the sphere of com
merce. But it is generally agreed that trade development 
is an essential condition for the advancement of 
developing countries. 

The economic development of such countries and 
the vital progress in education and culture which 
only economic development can bring about are 
dependent upon the development of trade. 

Israel, itself in process of development, has made a 
thorough study of the problems confronting developing 
countries and in particular of those countries in the 
early stages of industrial development. Israel thus feels 
in a position to contribute from its own experience to 
the study and solution of problems which today 
exercise the minds of other developing countries. 
Furthermore, having come into existence as an 
independent State as the result of a United Nations 
decision, Israel regards it as a duty to pass on the 
experience it has acquired and is acquiring to other 
members of the family of nations and in this way hopes 
to assist other countries in their struggle to improve 
the standard of living of people the world over. 

For this reason, Israel has willingly joined with 
those States which formulated the general lines of the 
United Nations Conference on Trade and Develop
ment. We hope, in the course of the Conference, to 
contribute towards achieving those objectives which 
appear to us essential for releasing trade from the 
restrictions which bind it and further for granting 
positive encouragement to the trade of the developing 
countries. In this way, we hope it will be found 
possible to ensure a rapid growth of income in those 
countries now striving to development. 

During the Conference, the Israel delegation will 
work towards improving the terms of trade of the 
developing countries and will support proposals to 
this end. 
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The Israel delegation wishes to congratulate the 

Conference Secretariat on the excellent work done in 
preparation for the Conference. The detailed material 
prepared and circulated by the Secretariat has been 
carefully studied and it will make it easier for our 
delegation to participate fully and actively. The 
Secretariat and some groups of countries have already 
circulated papers on the main problems involved in the 
Conference and these will, in our view, serve as a 
useful contribution for discussion. The Israel delega
tion has not felt it· necessary to submit in writing its 
own views on these problems which appear to it to 
have been adequately covered by the paper already 
circulated. However, we have thought it desirable to 
draw attention to certain practical. aids to the expan
sion of the export earnings of the developing countries 
and have prepared papers on some of these. The 
subjects which have been selected are among those 
which we ourselves have faced in the course of de
veloping our economy. They include: 

1. Export credit insurance. A suggestion to place 
at the disposal of the developing countries export 
credit insurance with the guidance and assistance of 
the developed countries. 

2. Trade information centres. A suggestion for the 
establishment in the developing countries of nuclei of 
trade information centres which will work in con
junction with international centres. 

3. A development financing plan including an 
interest equalization fund which will enable borrowers 
in the developing countries to pay rates of interest 
comparable or lower than those prevalent in the 
developed countries. 

4. A plan for the expansion of the earnings of the 
developing countries by the fostering and encouraging 
of a tourist trade in the developing countries. 

Statements on these subjects will be presented to 
the appropriate Committees of the Conference in 
the hope that they may be of value as a basis of 
discussion in the appropriate Committees and that 
they may lead to substantive decisions of the Con
ference. In addition, attention is drawn to a paper by 
Mr. David Horowitz, the Governor of the Bank of 
Israel, called "World Economic Disparities, the 
Haves and the Have-nots", which has been published 
earlier and which will also be made available for 
distribution. 

(Signed) M. BARTUR, 

Ambassador, Permanent Delegate of Israel 
to the European Office of the United Nations. 



LETTER DATED 30 APRIL 1964 FROM THE HEAD OF THE DELEGATION 
OF POLAND TO THE PRESIDENT OF THE CONFERENCE ENCLOSING 
A COMMUNICATION ENTITLED: "DECLARATION OF THE GERMAN 

DEMOCRATIC REPUBLIC" 

LETTER DATED 30 APRIL 1964 FROM THE HEAD OF 

THE POLISH DELEGATION TO THE PRESIDENT OF THE 
CoNFERENCE 

I have the honour to enclose herewith the declara
tion of the German Democratic Republic concerning 
the Principles and Advantages of Long-Term Agree
ments between the German Democratic Republic and 
Developing Countries. 

I would kindly request that the enclosed declaration 
be circulated as an official document of the Con
ference in connexion with item 10 of the Agenda. 

I take this opportunity, etc. 

(Signed) F. MODRZEWSKI 

Head of the Polish delegation 
to the United Nations Conference 

on Trade and Development 

DECLARATION 
OF THE GERMAN DEMOCRATIC REPUBLIC 

PRINCIPLES AND ADVANTAGES OF LONG-TERM AGREE
MENTS BETWEEN THE GERMAN DEMOCRATIC REPUBLIC 

AND DEVELOPING COUNTRIES 

In her relations with the non-socialist countries, the 
German Democratic Republic (GDR) stands for 
realizing and securing peaceful coexistence. She strives 
for an ample extension of economic, scientific and 
cultural relations between peoples. The extension of 
these relations is an important contribution to the 
safeguarding of peace. In this respect, the GDR is 
guided by the principles of mutual respect for terri
torial integrity and sovereignty, mutual non-inter
ference in internal matters, equality and mutual 
advantage. Economic relations of this kind are con
tributing to a further stabilization of the economy of 
the developing countries and to a better use of the 
advantages of an international division of labour 
being based on equality and mutual advantage. 

With a view of fully using the possibilities and 
necessities of such an international division of labour 
to the mutual advantage, the German Democratic 
Republic supports the conclusion of long-term agree
ments and contracts with the developing countries. 
First of all, these agreements and contracts should 
include: 

continuous and fast development of an exchange of 
goods on the basis of equality serving the mutual 
advantage; 
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co-operation and assistance in drawing-up economic 
programmes for the developing countries by seconding 
experts to their planning institutions, by training 
experts free of charge, etc.; 

co-operation in production both on the line of raw 
materials and provisions and on the line of the 
manufacturing industry; 

co-operation and assistance in the sphere of inter
national traffic and 

scientific and technical co-operation. 
Contracts covering co-operation and assistance with 

regard to the preparation and putting-into-operation 
of economic programmes of developing countries as 
well as co-operation on the line of production provide 
the secondment of special advisers, studies in the 
German Democratic Republic, the supply of docu
mentation, co-operation between specialists, etc. 
To the mutual interest, they serve the aim to assist; 

in a universal and fast development of productive 
forces which have developed quite unsatisfactorily as a 
result of the hitherto existing division of labour in the 
countries of Asia, Mrica and Latin America; 

in the construction of a complex national economy 
with a harmonious structure which would help to 
overcome the deformation of the economic structure 
and would serve the further development of the 
division of labour between the German Democratic 
Republic and the developing countries for their mutual 
benefit; 

in raising the standard of living of the population. 
Within the long-term agreements between the 

German Democratic Republic and the developing 
countries, the agreements on the exchange of goods 
fixed for a long period are of particular importance. 

The German Democratic Republic is prepared to 
sign long-term purchase contracts with the developing 
countries, wherever it is possible and necessary, in 
order to promote the mutual exchange of goods in the 
mutual interest. These long-term purchase contracts 
take largely into consideration the export structure of 
the developing countries, comprising traditional export 
goods and, to a growing extent, also new export goods 
thus contributing to the development of complex 
national economies in the developing countries. 

With industrialization growing, the developing 
countries are interested in exporting certain semi
finished products and finished products. The German 
Democratic Republic shows appreciation for this 
development and will consider the export requirements 
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of the developing countries as far as possible within 
the framework of long-term contracts. Thus a new 
form of division of labour will come into being which 
will be for the benefit of both sides. 

Long-term purchase contracts will support a con
tinuous use of the erected production capacities of the 
developing countries and will increase the possibilities 
for the employment of the population. This will 
promote the further development of the processing 
industry which is using and processing its own raw 
materials, and will strengthen industrialization on the 
basis of their own possibilities. 

Due to the structure of her production and the export 
possibilities resulting therefrom, the German Demo
cratic Republic is in a position to supply, to a growing 
extent, the developing countries with essential capital 
goods and equipments. Within the framework of 
long-term export contracts the German Democratic 
Republic will take part in the solution of building 
projects of particular importance in the developing 
countries. Thus she will be giving an efficient support 
to a faster and complex discovery of reserves in the 
developing countries. This contributes to raise the 
number of employed and the standard of living of 
the population. 

The State and semi-State foreign trade organizations 
of the developing countries are suitable partners for 
concluding long-term foreign trade contracts on the 
basis of long-term government agreements about 
external economic relations. In those cases where there 
are no State foreign trade enterprises, guarantees given 
by the State will promote foreign trade between the 
German Democratic Republic and the developing 
countries. The direct relations between State foreign 
trade enterprises and foreign trade organizations of 
the GDR guarantee a maximum contribution to 
the support of the reconstruction of economy in the 
developing countries. 

According to the requirements of national economy 
as a whole, the German Democratic Republic stands 
on principle for the thesis of balanced foreign trade 
in her relations to different partner States. 

Within the framework of long-term agreements, the 
stipulation and realization of a balanced trade, which 
is strived for on principle, guarantee trade relations 
which are to the mutual advantage and balanced in 
their trends. Export and import are syntonized to each 
other. On the basis of trade and payments agreements 
of this type, export proceeds will be used for pur
chasing products from the partner country. Those 
import and export commodities stipulated in the 
framework of long-term agreements are to be realized 
by the partners without restrictions. Unilateral import 
restrictions are in contradiction to the principles of the 
agreements signed by both partner countries and 
jeopardize the realization of the principle of balanced 
trade. This principle takes into account the mutual 
settlement of commercial and non-commercial pay
ments as well as the granting and the repayment of 
State and commercial credits. 

The German Democratic Republic is ready, within 
the framework of long-term agreements, to conclude 
licences contracts with the developing countries. 
Thereby she is guided by the principle of co-operation 
and efficient assistance to the developing countries in 
the construction of a national industry corresponding 
to necessity. It is within the framework of licences 
contracts that she will furnish certain building units, 
parts or semi-finished products which are necessary for 
the manufacture of a product, but which cannot yet be 
produced by the developing countries, or the manu
facture of which is not planned for reasons of too high 
investments or other lacking prerequisites. Besides, the 
German Democratic Republic will send the specialists 
needed. This purchase of licences will make it possible 
to developing countries to economize costs and other 
expenses for the development of technologies and 
production procedures, to utilize the already existing 
experiences and to carry out the industrialization on a 
high technical and scientific level. The German 
Democratic Republic aspires, within the framework 
of licences contracts, to submit proposals for spe
cialization and co-operation advantageous to both 
sides, in order to create in this way a solid basis for the 
further development of continuous foreign trade 
relations. 

The German Democratic Republic links with the 
conclusion of long-term agreements the possibility of 
making arrangements for the granting of medium- and 
long-term credits to the developing countries. Thereby 
she starts from the idea that credits constitute a means 
of assisting the economic construction and of encourag
ing long-term, continuous trade relations. 

Accordingly, the credit policy of the German 
Democratic Republic strictly starts from the prin
ciples of non-interference in the interior affairs, of 
the equality of rights, the mutual advantage and the 
mutual respect to the political sovereignty. The 
credits shall significantly encourage the economic 
development of the beneficiary and make free the 
potentially existing resources in the country itself and 
harness them in the construction. There are efforts to 
be made to examine within the framework of long
term contracts the possible grant of credits, the de
livery of necessary equipment and the giving of licences 
for production procedures, including necessary techno
scientific assistance. 

The trade arrangements are to complete, when 
occasion arises, by corresponding shipping agreements, 
and as far as this is advantageous to all participants, 
by arrangements for joint shipping lines. The German 
Democratic Republic thereby accepts the principle of 
partition of traffic when realizing the transports of 
foreign trade. If the partner countries wish so, the 
German Democratic Republic is ready to agree to a 
repartition of the cargo volume advantageous to both 
sides. The fleets of the young national States therewith 
are offered a possibility of activity on a completely 
equal footing which indirectly serves the encourage
ment of sea-navigation and the full utilization of sea
harbours of these countries. 
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The character of long-term contracts for techno
scientific co-operation is coined by the fact that the 
German Democratic Republic endeavours, in the 
interest of a closer and closer division of labour for 
mutual benefit, to contribute to surmount the lack of 
national trained staff, technical experiences and own 
designing and projecting possibilities in the developing 
countries, to accelerate the economic development of 
these countries and to therewith encourage a new 
division of labour. The chief contents of the contracts 
for long-term, techno-scientific co-operation to the 
mutual interest is: 

the assistance in the searching-out and opening of 
raw material deposits in overseas countries; 

the carrying out of research and projection works 
f<:r the industrial construction of the developing coun
tnes; 

the sending of instructors and the construction of 
centres of apprenticeship and formation; as well as 

the formation of specialized workers and students in 
the German Democratic Republic. 

The economic advantages of long-term agreements 
and con~racts to developing countries consist, among 
other things, also in the fact that in these countries the 
national accumulation is accelerated, the balance of 
payments made more favourable and the monetary 
situation positively influenced. With the help of these 
long-term agreements and contracts the financing of 
the national ~conomic programmes can be facilitated, 
the surmountmg of mono-cultures furthered, the local 
market developed, the possibility of foreign trade 
increased, the national income raised and the situation 
of life of the population improved. 

The German Democratic Republic declares her 
readiness to conclude with the developing countries 
long-term agreements and contracts based on these 
principles. 



A UNITED NATIONS ACTION PROGRAMME 

(Memorandum submitted by the United Kingdom)* 

1. The general attitude adopted by the United 
Kingdom towards the United Nations Conference on 
Trade and Development has been made clear at the 
meetings of the Preparatory Committee and in dis
cussion in the General Assembly and the Economic 
and Social Council of the United Nations. The United 
Kingdom supported the resolution passed by the 
General Assembly and gave full support to the work of 
the Preparatory Committee in the firm hope that the 
Conference will be successful and will be so conducted 
as to bring real benefit to the trade of the less-developed 
countries. However, the United Kingdom recognizes 
the scope and complexity of the trade problems with 
which the Conference has to deal and in view of this 
considers that the work to be carried out by the 
Preparatory Committee was of the greatest importance 
in preparing the ground for a useful Conference. The 
United Kingdom's view is that the Conference's task 
will be facilitated by a concentration on concrete 
issues of direct concern to the less-developed countries 
and the avoidance of the dispersal of effort involved 
in any extensive discussion of issues of peripheral or 
only marginal concern to the trade interests of the 
less-developed countries. It is in this spirit that the 
United Kingdom bas prepared this memorandum in 
which some practical proposals, previously submitted 
for consideration to the Preparatory Committee, are 
put forward for consideration by the Conference. 

2. The United Kingdom has noted with interest 
the proposals made in other papers already submitted 
to the Preparatory Committee and to the Conference 
and in particular the emphasis laid in them on the 
importance of the elimination of obstacles to the 
expansion of the trade ofless-developed countries. It is 
suggested in these papers that the Conference will fulfil 
its task only if it results in concrete conclusions and 
programmes of action involving the elimination of 
trade barriers through the determination of time-limits, 
phases and means in order to minimize the difficulties 
involved in adjusting to the new situation in world 
trade. It is also suggested in these papers that the 
framework for such measures should be as wide as 
possible and that emphasis should be laid upon 
national economic policies for trade and production 
but at the same time joint measures for action by all 
countries or groups of countries should be developed. 

3. The United Kingdom considers that it would be 

"' The attached memorandum was submitted by the United Kingdom 
in connexion with item 10 of the provisional agenda (document 
E/CONF.46/l) on the subject "Expansion of international trade 
and its significance for economic development" (item I of the list of 
main topics); see "Interim Report of the Preparatory Committee 
(first session)", para. 6, in Vol VIII of this series. 
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of interest to the Conference and would facilitate its 
consideration of the kind of proposal described in 
paragraph 2 if members had their attention drawn to 
the discussion at the last year's Ministerial Meeting 
of the General Agreement on Tariffs and Trade 
(GATT) on the problems of less-developed countries, 
to the decisions taken by the Ministers of the countries 
represented, and to the conclusions reached by them 
so far as measures to assist the trade of the less
developed countries are concerned. Many members of 
the Conference, as members also of the GATT, will 
already be aware of the course of events at the GATT 
Ministerial Meeting. Reference can also be made to the 
account given in the paper prepared for the Con
ference by the GATT Secretariat entitled "The role of 
GATT in relation to trade and development'? 

4. The Action Programme as presented contained 
the following seven points which it was proposed that 
the industrialized countries should accept and put 
into effect in their commercial policies towards trade 
with the developing countries: 

(i) No new tariff or non-tariff barriers should be 
created by industrialized countries against the export 
trade of any less-developed country in the products 
identified as of particular interest to the less
developed countries. In this connexion, the less
developed countries particularly mentioned barriers 
of a discriminatory nature. 

(ii) Quantitative restrictions on imports from 
less-developed countries which are inconsistent with 
the provisions of the GATT should be eliminated 
within a period of one year. Where, on consultation 
between the industrialized and the less-developed 
countries concerned, it was established that there 
were special problems which prevented action being 
taken within this period, the restriction on such 
items should be progressively reduced and eliminated 
by 31 December 1965. 

(iii) Duty-free entry into the industrialized coun
tries should be granted for tropical products by 
31 December 1963. 

(iv) Industrialized countries should agree to the 
elimination of customs tariffs on primary products 
important in the trade of less-developed countries. 

(v) Industrialized countries should also prepare 
urgently a schedule for the reduction and elimination 
of tariff barriers to exports of semi-processed and 
processed products from less-developed countries 
providing for a reduction of at least 50 per cent of 
the present duties over the next three years. 

• See Vol. V. 
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(vi) Industrialized countries should progressively 
reduce internal charges and revenue duties on 
products wholly or mainly produced in less-devel
oped countries, with a view to their elimination by 
31 December 1965. 

(vii) Industrialized countries maintaining the 
above-mentioned barriers should report to the 
GATT Secretariat, in July of each year, on the steps 
taken by them during the preceding year to imple
ment these decisions and on the measures which 
they proposed to take over the next twelve months 
to provide larger access for the products of the less
developed countries. 

Subsequently, during the course of discussion of the 
Action Programme in Committee ill of GATT, a 
further point was added, namely: 

(viii) Contracting Parties should also give urgent 
consideration to the adoption of other appropriate 
measures which would facilitate the efforts of less
developed countries to diversify their economies, 
strengthen their export capacity and increase their 
earnings from overseas sales. 
5. At the GATT Ministerial Meeting, the Action 

Programme was placed before Ministers together with 
the record of discussion on it which had taken place in 
Committee III of GATT. It is suggested that the 
Secretariat of the Preparatory Committee should, for 
the information of members, circulate the full text 
of the resolution adopted by GATT Ministers and of 
their conclusions on measures for the expansion of 
trade of developing countries as a means of furthering 
their economic development. Ministers agreed that 
the consideration of further measures and the pursuit 
of more ambitious goals should not stand in the way 
of implementing, as quickly and as fully as possible, 
the Programme of Action which represented a positive 
contribution which the industrialized countries could 
make to the development of the trade of the less
developed countries within the field in which GATT 
was specially competent. Accordingly, the GATT 
Ministers resolved to establish an Action Committee, 
firstly to assist in the implementation of the Pro
gramme of Action and secondly as appropriate to 
initiate, process and co-ordinate further positive 
measures mentioned in the Record of Conclusions to 
help developing economies to strengthen their pro
duction potential and export capacity in order that the 
expansion of international trade may contribute to 
their economic development. Ministers directed the 
Action Committee and other appropriate bodies of 
the GATT, in their further work, to take into account 
the measure of agreement reached on the Action 
Programme and the views expressed by Ministers as 
reflected in that Record of Conclusions. 

6. The Record of Conclusions adopted by Minis
ters records that the Ministers of all industrialized 
countries in the GATT, with the exception of the 
Ministers of the member States of the European 
Economic Community, agreed to the Programme of 
Action, subject to a number of understandings on 

specific points set out in the Record. The Ministers of 
the member States of the European Community 
endorsed, in principle, the general objectives of the 
Programme of Action and declared themselves ready 
to contribute, for their part, to the fullest extent 
possible, towards the development of the developing 
countries. The Ministers of the European Economic 
Community (EEC) and the States associated with the 
EEC, however, whilst they recognized that some of 
the points contained in the Programme could be 
regarded as objectives to which, to the fullest extent 
possible, concrete policies should be adopted, stated 
that the first seven points of the Programme referred 
only to measures for the elimination of barriers to 
trade whereas, in their view, more positive measures 
were required to achieve the marked and rapid 
increase in the export earnings of the developing 
countries as a whole, which was the fundamental 
objective. Accordingly, they suggested that inter
national action should, in particular, be directed 
towards efforts to organize international trade in 
products of interest to the less-developed countries and 
to ensure increasing exports at remunerative, equitable 
and stable prices for the less-developed countries 
producing primary products, with study of similar 
selective measures for assuring the less-developed 
countries the necessary markets for processed and 
semi-processed products. Ministers considered also 
the question of access to markets for tropical products 
and agreed that as a first step the duties on tea and 
tropical timber should be removed with the least 
possible delay and, if practicable, before the end of 
1963. In the case of coffee and cocoa, Ministers gave 
their full support to the action being taken through 
the means of international commodity agreements to 
maintain prices at an equitable level and noted that 
studies were in hand in GATT on the complicated 
issues raised by international trade in bananas, and 
tropical oilseeds and oils. 

7. In the opinion of the United Kingdom, the 
resolution and conclusions adopted at the GATT 
Ministerial Session represent a major step forward 
in the evolution of techniques for assisting the trade 
of less-developed countries in a co-ordinated and 
multilateral way and whilst, naturally enough, the 
pace at which progress is being made may seem slow 
(and, indeed, disappointing to the less-developed 
countries) when set against their urgent needs for 
increased export earnings, international action is now 
moving in the right direction and the growing aware
ness of the problems of the developing countries is 
increasingly being matched by concrete action in 
terms of adjustments in the commercial policies of the 
countries members of the GATT. The course of 
discussion in GATT has shown a flexible approach to 
the problems and a readiness to examine new ideas 
which may evolve, however unorthodox they may 
seem, provided they offer a prospect of genuine benefit 
to the less-developed countries. Measures for the 
removal of trade barriers are, in the view of the United 
Kingdom, an important first step which can be taken 
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internationally and action of this kind should be 
valued for its positive, dynamic effects on the future 
development of the trade of less-developed countries. 

8. Accordingly, in the light of this assessment of 
the usefulness of the techniques which GATT has 
evolved and is now elaborating, the United Kingdom 
wishes to propose that the United Nations as a whole 
should profit from the example which action in GATT 
has set and that at the United Nations Conference on 
Trade and Development serious attention should be 
given to the desirability of generalizing, so as to apply 
to all United Nations Members the progress which has 
already been achieved in GATT and the progress 
which is likely to be achieved in the future. More 
specifica1ly, the United Kingdom proposal is that the 
United Nations Conference on Trade and Develop
ment should adopt a Programme of Action founded 
on that already evolved in the GATT and that coun
tries Members of the United Nations which are not 
members of the GATT, and therefore not bound by 
decisions taken in the GATT, should be invited to 
accept similar commitments to those accepted by 
countries belonging to the GATT in so far as the 
Action Programme is concerned. 

9. The United Kingdom recognizes that some 
perhaps rather different issues may arise in any attempt 
to widen the application of the ideas contained in the 
GATT Action Programme to apply to all countries 
Members of the United Nations, and in particular 
the United Kingdom recognizes that the obligations 
proposed in the GATT Action Programme are framed 
in terms applicable primarily to developed Western 
countries with liberal economies and relying on tariffs 
as the main instruments of their commercial policies. 
However, the difficulties flowing from the different 
character of the economies of some Members of the 
United Nations should not be insuperable and should 
not prevent them from joining in a collective effort, 
based on the GATT Programme, to enlarge the 
opportunities for the trade of less-developed countries. 
It will clearly be necessary to reformulate the ideas 
contained in the GATT Programme in a way which 
requires countries not having a liberal economy to 
accept commitments having an equivalent effect to 
the commitments on tariffs, etc., proposed in the 
GATT Programme. This may be a matter of some 
technical complexity which requires a thorough 
acquaintance with the planning systems of these 
countries, the functioning of their price policies, the 
operations of their international trade organs and their 
internal taxation systems. The United Kingdom hopes 
that the Preparatory Committee and the Conference 
could look for the ready and willing assistance of the 
representatives of countries not having liberal econo
mies in reformulating in appropriate terms the ideas 
contained in the GATT Action Programme. 

IO. As a contribution to the discussion of these 
ideas, however, and in an attempt to explore more 
closely the implications of the proposal to generalize 
to all Members of the United Nations the ideas con-

tained in the GATT Programme, the United Kingdom 
tentatively suggests that for countries not having 
market economies, the Action Programme might be 
reformulated on something like the following lines: 

(i) Centrally-planned countries shall refrain from 
the introduction of new measures which have an 
analogous effect to tariffs, quotas or internal taxes 
and, in particular, shall not increase the margins 
between the import price and the retail selling price 
of the goods covered by the Action Programme 
(where these goods are consumer goods) or, 
alternatively, the margin between the import price 
and the wholesale price where commodities for use 
in industrial or agricultural production are con
cerned; these countries shall not reduce purchases of 
the products below the level applying in a base year, 
or impose more restrictive limits on the quantities of 
imports of the products for which provision is made 
in the national plan; and shall not impose, or in
crease, any taxes which discriminate against the 
products of less-developed countries; the centrally
planned countries shall eliminate any element of 
discrimination in their trade policies or practices 
as they apply to less-developed countries; 

(ii) Centrally-planned countries should within a 
given period eliminate existing quantitative restric
tions on the amounts of the named products which 
State-trading agencies may import and shall pro
gressively enlarge according to an agreed scale the 
amounts of the products for the import of which 
provision is made in the central plan; 

(iii) Centrally-planned countries should take 
immediate steps to remove all measures limiting the 
import and consumption of tea and tropical timber 
and should consider how soon corresponding action 
can be taken on other tropical products; 

(iv) Centrally-planned countries should give an 
undertaking gradually to reduce the margins between 
the import and resale prices of primary products 
important to less-developed countries to the point 
where the margin reflects only costs of distribution; 

(v) Centrally-planned countries should give an 
undertaking over the stated period of years to move 
towards the halving of the margin between the 
import price and the resale price of the listed 
processed and semi-processed commodities (after 
due allowance has been made for the costs of 
distribution); 

(vi) Centrally-planned countries should give an 
undertaking to eliminate within the stated period 
any element of tax in the retail price of tea, coffee, 
and cocoa so that internal retail prices directly 
reflect world export prices; 

(vii) Centrally-planned countries should be in
vited in due course after the Conference to report to 
the Secretary-General for transmission to the 
appropriate organs of the United Nations on the 
action they have taken or intend taking to comply 
with these undertakings; 
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(viii) Centrally-planned countries shall give urgent 
consideration to the adoption of other appropriate 
measures which would facilitate the efforts of less
developed countries to diversify their economies, 
strengthen their export capacity and increase their 
earnings from overseas sales. 

11. The United Kingdom makes this proposal in 
the hope that from it may emerge a co-ordinated 
programme of action to be taken by all Members of 

the United Nations which will be of real benefit to the 
less-developed countries and bring about a substantial 
increase in their exports both through the opening up 
of existing markets for their products and also through 
the stimulus which the action proposed will give to the 
consumption particularly of the tropical products 
which form so large a part of the present and pros
pective sources of export earnings for the developing 
countries. It is with this intention that this United 
Nations Action Programme is proposed. 



PROSPECTS FOR THE DEVELOPMENT OF THE FOREIGN TRADE 
OF THE UNION OF SOVIET SOCIALIST REPUBLICS 

(Views of Soviet economists-Submitted by the USSR) 
[Original: Russian] 

I. The Soviet Union attaches great importance to 
the broad development of international trade and 
economic ties. The USSR is guided in its foreign 
policy and in its foreign economic relations by the 
principle of the peaceful coexistence of States with 
different social systems. 

Since the war, the Soviet Union's foreign trade has 
been expanding rapidly-in 1963, it amounted to 
12,900 million roubles, in volume it was more than 2.7 
times the 1953 level. In recent years, there has been a 
substantial increase in the USSR's trade with all 
groups of countries and particularly with the develop
ing countries. 

There is every reason to expect a further con
siderable increase in Soviet foreign trade. Under the 
programme of the Communist Party of the Soviet 
Union, adopted at its twenty-second congress, the 
gross social product is expected to increase by 1980 to 
approximately five times the 1960 level, industrial 
production at least six times, and agricultural pro
duction about 3.5 times. The results of the develop
ment of the national economy of the USSR during 
the past five years of the seven-year plan (1959-1965) 
show that the volume of industrial production has 
increased during these years by 58 per cent instead of 
by the target figure of 51 per cent. By 1965, the increase 
will be at least 86 per cent as against the target figure 
of 80 per cent. 

As a result of its rapid economic development, the 
Soviet Union is able to increase its export resources 
and its import possibilities. Developing its domestic 
resources and pursuing the principles on which its 
foreign policy is based, the Soviet Union will in future, 
as it has done in the past, develop its foreign economic 
ties and in so doing will endeavour to use to best 
advantage the international division of labour. 

In view of the foregoing it is reasonable to expect 
that, under favourable international conditions, the 
Soviet Union's foreign trade could show a fourfold 
increase by 1980 and amount to some 40,000 to 50,000 
million roubles. 

2. The Soviet Union's foreign trade with most 
socialist countries is carried out under long-term trade 
agreements based to the greatest possible extent on 
co-ordination of national economic plans and pro
motion of the rational international division oflabour. 
This ensures a steady increase in the exchange of goods 
with these countries. 

Between now and 1980, trade with socialist countries 
will continue to increase. 

3. The USSR devotes particular attention to 
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expansion of economic ties with the developing coun
tries of Asia, Africa and Latin America, and gives 
full support to their efforts to eliminate the vestiges of 
colonialism and develop an independent national 
economy. 

Under agreements for economic and technical 
co-operation, the Soviet Union extends economic and 
technical assistance to the developing countries and 
has granted credits for the construction of some five 
hundred industrial and other projects, 150 of which 
have been completed and brought into operation. The 
undertakings in these countries equipped with the 
assistance of the USSR include 34 ferrous and non
ferrous metal plants and undertakings, more than 30 
engineering and metal-working undertakings, 20 
building-materials plants, 20 electric power plants, 
more than 20 chemical plants and petroleum refineries, 
and more than 40 undertakings in the sector of light 
industry and food industry. 

Thus, the bulk of the Soviet Union's economic and 
technical assistance is devoted to strengthening key 
sectors of the industry of developing countries. In 
addition, the Soviet Union provides developing coun
tries with assistance in the fields of agriculture, 
transport, communications, health, science and culture. 

The Soviet Union also provides developing coun
tries with a considerable amount of assistance, in 
various forms, in the training of technical staff. 

In view of the difficulties of developing countries in 
respect of capital and foreign exchange, and also the 
urgent need to secure markets for their export pro
ducts, the USSR grants these countries long-term 
loans at low interest, with repayment generally by 
means of deliveries of their traditional export com
modities and products of their developing industries. 
As a result, the Soviet Union's economic and technical 
collaboration with developing countries actively helps 
to speed up their economic development and expand 
their foreign trade. 

The Soviet Union's possibilities with regard to the 
provision of economic and technical assistance to 
developing countries will increase with the expansion 
of the Soviet economy. 

The Soviet Union's economic and technical assist
ance to developing countries, which is provided 
without any discriminatory conditions whatever and 
with respect for their sovereignty and full equality, 
will be mainly along the following lines: 

the planning and construction of undertakings and 
structures for industry, agriculture and other branches 
of the economy; 
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geological surveys, prospecting and other research 
projects with a view to the development of national 
resources of developing countries; 

the provision, on agreed terms, of licences and 
technical documentation for the organization of the 
production of goods essential for the development 
of the national economy; 

assistance in the training of technical staff in the 
developing countries and in institutions and under
takings in the Soviet Union; 

the supplying of information on scientific and 
technical advances; 

advice in the spheres of industry, agriculture, 
transport, planning, etc. 

The Soviet Union supports the efforts of developing 
countries to establish international economic relations 
"in which they can increasingly find from their own 
resources the means required for self-sustaining 
growth" (Joint declaration of seventy-five developing 
countries made at the eighteenth session of the United 
Nations General Assembly). 

As is known, the Soviet Union's trade relations 
with many developing countries have been established 
only recently, since their attainment of political 
independence. Even now the USSR encounters diffi
culties in its trade with some of the developing coun
tries, owing to factors which are beyond its or their 
control and which are to be attributed to the continued 
powerful influence in their economy, and particularly 
in foreign trade, of foreign companies of imperialist 
countries which act against the national interests of the 
developing countries. 

The Soviet Union's trade with developing countries 
can be considerably expanded by means of long-term 
bilateral agreements and contracts. 

It is reasonable to expect that, by utilization of the 
existing favourable possibilities, by 1980 the USSR 
will be able to increase its trade with developing 
countries to eight times the 1963 level, i.e., to some 
10,000 or 11,000 million roubles. 

It is also expected that the number of countries with 
which the Soviet Union trades will increase sub
stantially. 

Imports from developing countries can be expanded 
both through an increase in their traditional exports 
and by the export of new items produced by their 
national industries. 

The rapid development of the manufacturing 
industries in the USSR entails an increased demand 
for various raw materials. Despite the planned 
increase in domestic production of many raw materials, 
this demand can also result in a substantial increase 
in imports from developing countries. 

Preliminary estimates indicate that in the course of 
the present twenty-year period, Soviet foreign trade 
organizations could increase substantially over the 
1963 level their imports from developing countries of 
agricultural products for industrial use (cotton, jute, 
wool) and also their imports of food products (cocoa 

beans, coffee, tea, citrus fruits, oil seeds, vegetable 
oils, bananas, pineapples, spices, etc.). 

There are also possibilities for a substantial increase 
in purchases from developing countries of a number 
of items of production which these countries will place 
on the world market. 

With the development of the national economy of 
the developing countries, the list of manufactures 
imported by the Soviet Union could be expanded 
considerably. 

An increase in imports from developing countries 
must naturally go hand in hand with an increase of 
purchases of Soviet goods by those countries. For 
its part, the Soviet Union can increase considerably 
its exports to developing countries of goods required 
for the implementation of their national development 
programmes. In this connexion, the USSR will not 
step up its exports to those countries of goods which 
might compete with national production and so 
hamper the growth of industry in the developing 
countries. 

4. The Soviet Union's possibilities of expanding 
trade with industrially-developed capitalist countries 
are also increasing. 

The volume of trade with some of these countries, 
particularly Finland, the United Kingdom, Japan, 
Italy, France and the Federal Republic of Germany, 
has reached considerable proportions. 

If international trade is normalized and discrimina
tion and artificial obstacles and barriers are removed 
the volume of the Soviet Union's trade with the 
industrially-developed capitalist countries could in· 
crease by 1980 to about three times the 1963 level, 
i.e., to about 7,000 million roubles. 

The expansion of Soviet imports is possible only if 
favourable conditions are created for the sale of 
Soviet export goods to western countries. 

5. The increase in the productive capacity of the 
USSR in the course of the present twenty-year period 
will make it possible to allocate an increasing share of 
its production for export; this applies not only to the 
traditional Soviet export goods but also to many new 
items. 

There are excellent prospects for increased exports 
of machines and equipment. Even at the present time, 
the Soviet Union's exports of various kinds of machines 
and equipment amount to more than 1,000 million 
roubles. The equipping of entire undertakings plays an 
important part in Soviet exports. The USSR also 
exports machine tools, agricultural implements, trac
tors, automobiles, airplanes, power generation, mining, 
oil-drilling and other equipment, road-building machi
nery, bearings, precision and optical instruments and 
household appliances. 

According to preliminary estimates, by 1980 the 
volume of Soviet exports of machines· and equipment 
will be some 6.5 times the 1963 level. There is also a 
possibility of a considerable increase in exports of 
iron and steel rolling mill products and chemical 
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goods, which by 1980 could reach a level some six to 
eight times the 1963 figure. 

The USSR can also expand considerably its exports 
of such products as sawnwood, cellulose, paper, 
cardboard, veneers and wood fibreboard and chip
board. 

Increased purchases of Soviet goods by other 
countries are a prior condition for an expansion of 
Soviet imports from those countries. 

Within the next twenty years, the Soviet Union can 
considerably expand its exports to the developing 
countries of goods necessary for the implementation 
of their national development programmes, and 
specifically machinery and equipment for various 
branches of industry, rolled steel products, raw 
materials, chemical products and other goods. 

The Soviet Union, for its part, can considerably 
increase its imports of goods from the developing 
countries. 

Possible imports of certain tropical foodstuffs from 
the developing countries are shown in the following 
table (in thousands of tons): 

1963 

Cocoa beans 54 
Coffee • . 29.1 
Citrus fruit . 60.2 
Oil seeds and vegetable oils 

(coconut, palm and other oils 
for the confectionery and per
fumery industry; in kernel 
equivalent) . . . . . • . . 212 

1970 
(possible) 

120 
60 

180 

300 

1980 
(possible) 

350 
120 
750 

1,000 



RESOLUTION ON THE UNITED NATIONS CONFERENCE ON TRADEAND 
DEVELOPMENT ADOPTED BY THE FEDERAL ASSEMBLY OF TfiE SOCIALIST 

FEDERAL REPUBLIC OF YUGOSLAVIA ON 13 FEBRUARY 1964 * 

The Federal Assembly of the Socialist Federal 
Republic of Yugoslavia considers that the United 
Nations Conference on Trade and Development 
constitutes an important step in the sense of promotion 
of international co-operation, acceleration of economic 
progress and consolidation of world peace. 

The Federal Assembly notes with satisfaction that 
the convening of this Conference for the purpose of 
considering the basic economic problems of the con
temporary world has met with strong support in the 
world and given rise to intensive international activity, 
particularly within the United Nations. 

Proceeding from the fact that the activity of the 
Socialist Federal Republic of Yugoslavia in the field 
of foreign and economic policy has been consistently 
directed towards the establishing of relations of co
operation among nations, founded on new bases, the 
Federal Assembly believes that at the United Nations 
Conference on Trade and Development the delegation 
of the Socialist Federal Republic of Yugoslavia should 
be guided in its activities, in particular, by the following 
considerations: 

The accelerated growth of contemporary productive 
forces and the extraordinary development of science 
and technology make imperative the furthering of 
international economic co-operation, a new inter
national division of labour, and economic relations 
among countries based on new principles, which are 
to lead to a closer linking up of national economies 
and further promoting of the development of a single 
world market. 

The efforts exerted by mankind in the struggle 
against economic and social causes of material poverty 
and want would be far more effective if not obstructed 
by the arms race and other artificial barriers existing 
today in international relations. 

In addition to political contradictions, such develop
ments and trends are furthermore thwarted by specific 
social-economic contradictions, in particular by: 

(a) Economic backwardness of a considerable part 
of the world, which is the consequence of historical 
development, colonialism and other forms of imperial
ism, which relied on this backwardness and, by 
preserving it, secured its domination and system of 
economic exploitation. Such a state of affairs impedes 
world trade and thereby slows do)Yll considerably the 
development of productive forces both in the develop
ing and in the developed countries. 

• This document was circulated to the third session of the Pre
paratory Committee for the Conference. 
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(b) Social-economic and political contradictions 
existing in the present-day world, which have likewise 
left deep traces in economic relations among States as 
well. Various artificial obstacles, motivated by poli
tical, military and strategic interests, as well as 
tendencies of creating closed economic groupings and 
discrimination against other countries, the con
sequences and elements of cold war, heavily burden 
and distort international economic relations. 

Bilateral assistance, extended to developing coun
tries, constitutes a normal practice which can be 
positive if extended without political and other con
ditions making the receiving country dependent upon 
the donor country. However, such assistance, which 
is unavoidably limited to a partial solution of problems, 
does not ensure an over-all resolving of crucial 
questions existing in economic relations between the 
developed and developing countries. 

Solutions to some economic problems are also being 
sought through various specific protective measures 
taken by some countries or through regional economic 
agreements. Such measures could be justified if they 
were not aimed at discriminating against other coun
tries and at strengthening autarkic tendencies. How
ever, tendencies towards the association of certain 
industrially-developed countries into separate closed 
economic groupings have manifested themselves in the 
post-war period, which could lead to a weakening of 
the economic co-operation of these groupings with 
third countries, to increased discrimination in inter
national economic relations and to a further widening 
of the gap between the developed and developing 
countries. 

The developing countries, constituting two-thirds of 
mankind, are exerting great efforts in order to eliminate 
the economic and social consequences of their under
development and of colonialism. In the industrializa
tion of their countries and modernization of agriculture 
they rightly see the best road towards a lasting elimi
nation of economic backwardness and dependence 
which, under the present-day conditions, provide a 
basis for various neo-colonialist forms of exploitation 
and domination of peoples. However, it is a generally· 
known fact that the developing countries suffer from a 
lack of adequate domestic financial resources and are 
not in a position to create such resources as would 
render possible their speedier progress. It has been 
proved that the best way to reach this goal is to 
develop and strengthen adequate government and 
public institutions and to use public funds for economic 
development, concurrently with such support on the 
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part of countries with developed economies as will 
render possible the necessary concentration of domestic 
efforts of developing countries. 

It is obvious that these problems can be satisfactorily 
solved only through the joint efforts of the wor1d 
community. Since the growing difference in the levels 
of economic development is one of the main sources 
of the difficulties and problems facing the developing 
countries and the world economy as a whole, it is 
doubtlessly in the interest of both the industrial and 
under-developed countries to reach an agreement about 
the measures to be undertaken for the solving of the 
unsolved problems of new under-developed countries. 
The purpose of these measures should be the creation 
of as favourable conditions as possible for modifying 
the existing pattern of the international division of 
labour, which should result in a tangible improvement 
of the conditions of developing countries in the field of 
international economic relations. It is necessary, 
therefore, to facilitate the process of diversification of 
the production and foreign trade of developing coun
tries by promoting their industrialization and the 
modernization of their agriculture by means of 
financial and other support and through the under
taking, on the part of developed countries, of appro
priate measures designed to make indispensable 
adjustments in their production and trade structures. 
On the other hand, this makes it necessary for the 
developing countries to continue to pursue such an 
economic policy as will enable them to become an 
ever more active factor in international trade, because 
it is only by utilizing the resources of the world 
community rationally that the developing countries 
will be in a position to contribute most effectively to 
the development of their own forces and to the im
provement of their living standards. 

The Federal Assembly of the Socialist Federal 
Republic of Yugoslavia, taking into consideration all 
these factors and being convinced that the rapid 
economic development in the world, and each country 
separately, constitutes a postulate of international 
co-operation for the resolving of world economic 
problems, considers that the creation of conditions for 
the removal of obstacles, standing in the way to more 
progressive development of the world market and 
world economy, is of equal interest to all nations. 
Economically-advanced countries will be able to 
develop further successfully their production poten
tials, provided that the developing countries become 
an active factor in international economic relations. 
For this reason, Yugoslavia is approaching this 
problem not only from a humane concern over the 
destiny of humanity-irrespective of social systems, 
nationality or race-but primarily from the aspect of 
its being a problem affecting the future successful 
development of world economy, upon which the 
improvement of the standard of living of all peoples 
in all countries and progress in the world depends. 

Activity undertaken with this aim in mind can be 
successful only if based on unobstructed action and 
economic equality of all countries and nations, on 

democratic relations among them, on overcoming of 
all forms of discrimination and hegemony, on respect 
of mutual benefit and those interests arising from the 
need of internal economic development in each 
country, on extending specific facilities to developing 
countries, without reciprocity, and on the concern for 
the individual, irrespective of nationality or race. From 
this derives the necessity to exert constant efforts for 
overcoming, through principles of peaceful coexistence 
and active co-operation of countries with different 
social and economic systems, political and social con
tradictions of the present-day world. Yugoslavia 
considers that, because of all these reasons, the United 
Nations constitutes the most suitable international 
forum for resolving world economic problems. This 
should constitute the essence of its activity in the 
safeguarding of world peace. 

The Federal Assembly expresses its conviction that 
the United Nations Conference on Trade and Develop
ment will succeed in reaching agreement on the under
taking of essential measures and international actions 
intended to qualify the world community of nations 
for the practical solution of these problems. 

In the sphere of primary commodity trade, the 
developing countries have elaborated a number of 
proposals aimed at stabilizing the markets of these 
commodities, increasing and stabilizing export earnings 
and improving their terms of trade. Among these 
measures, the abolition of tariff and other barriers 
and restrictions affecting adversely the export of these 
products to the markets of the developed countries, 
the attenuation and elimination of agrarian pro
tectionism, the conclusion of long-term international 
commodity agreements, the establishment of an inter
national system of compensatory financing, are 
particularly significant. 

Furthermore, the growth not only of traditional 
export but also of exports of new industrial products, 
on the basis of an expansion of the markets of devel
oped countries, is of special and decisive importance 
for increasing the share of developing countries in 
world commodity trade. In the field of industrial 
export it is rightly expected that the industrial countries 
will refrain, in the general interest, from any further 
increases in customs tariffs or quantitative restrictions 
and that they will start to eliminate them gradually. 
They are also expected to accept the programme 
according preferential customs treatment to the 
import of manufactures and semi-manufactures from 
the developing countries. 

The Conference should provide concrete solutions 
which will contribute towards the removal of barriers 
and discriminatory practices in international trade, the 
stabilization of the primary commodity market, the 
acceleration of development and modification of 
the economic structure of developing countries. 

The Federal Assembly hopes the Conference, 
bearing in mind the urgency of accelerating over-all 
development, will contribute towards the setting up of 
an adequate machinery of international economic 
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co-operation within the framework of the United 
Nations. In this regard, the placing of the problem of 
financing of developing countries on the agenda of the 
Conference is of exceptional importance. It is impera
tive to establish a suitable international financing 
machinery under the control of the United Nations, 
which would be capable to serve as an instrument for 
the implementation of these ideas and for meeting 
the growing requirements of financing the economic 
growth of these countries. In this connexion, the Con
ference should also consider all the proposals relating 
to the establishment of capital development funds, 
funds for compensating the losses incurred by the 
developing countries as a result of adverse terms of 
trade, the proposal for increasing the resources of the 
Special Fund, the expanded programme of technical 
assistance of the United Nations, as well as the 
problems connected with the activity of regional 
financial institutions. The Federal Assembly feels
without minimizing the importance of other measures 
-that precisely these ways and means are of primary 
importance for accelerating the economic progress of 
developing countries and to ensure a considerable 
growth of international trade. Concurrently, with the 
setting up of new funds for financing the economic 
development of developing countries, there emerges 
an urgent need to increase the volume of resources to 
be used for expanding activities in the field of extending 
technical assistance, i.e., with the granting of aid for 
application of science and modern technology in these 
countries. It will not be possible to implement the new 
policy of international economic co-operation within 
the existing institutional frameworks which were 
established on obsolete conceptions. Therefore, it is 
essential that the adaptation of existing institutions 
and organizations, aimed at strengthening their role, 
should devote special attention to the establishmentof 
new international institutions. 

In this respect, the Federal Assembly attaches great 
significance to the proposal on the permanency of the 
Conference on Trade and Development and its bodies 
as well as similar proposals ensuring the solving of the 
fundamental problems of the world economy on a 
long-term basis and on an international level. Such an 
approach not only does not minimize the role and 
importance of existing international institutions and 
organizations but, on the contrary, impels them to 
co-ordinate their activities within the framework of 
the United Nations, i.e., to adjust their policies and 
methods of work to altered conditions and require
ments more effectively. 

The Federal Assembly fully supports the Declaration 
of seventy-five developing countries, which was 
unanimously adopted at the eighteenth session of the 
General Assembly of the United Nations, and which 
expressed the hope that the Conference will be inspired 
by the same political will that led to the adoption of 
the Charter of the United Nations. Yugoslavia's 
activities undertaken with a view to ensuring the 
success of the United Nations Conference on Trade 
and Development is a component part of the policy of 

broadest international co-operation that Yugoslavia 
has been pursuing consistently with respect to all 
countries, in the interest of progress and peace in the 
world. Our country, which is in the process of rapid 
economic development and socialist and democratic 
social relations as part of the world economy, is 
directly interested in the finding of concrete solutions 
to the outstanding economic problems of the present
day world. It finds that its interests are identical with 
those of all other countries which are striving for such 
solutions. 

On the other hand, Yugoslavia expects that the 
Conference, and the activities of international bodies 
which may be established by the Conference, will 
contribute towards the settlement of problems which 
directly affect Yugoslavia as well, such as, for example, 
agrarian protectionism, tariff barriers, different quan
titative restrictions, etc. 

In its economic relations with other countries, 
Yugoslavia is endeavouring to establish such forms of 
co-operation as are based on full equality and common 
interest. Within the limits of its possibilities, Yugo
slavia tends to co-operate, in a constructive way, with 
the developing countries, in their efforts aimed at an 
accelerated industrialization and the realization of 
economic emancipation. 

Yugoslavia will also continue to remove, in 
the future, all obstacles and hindrances impeding 
the strengthening of its economic relations with the 
developing countries and seek for new forms of an 
even more successful co-operation. At the same time, 
Yugoslavia will endeavour to provide, under its 
development, resources for granting credits to the 
developing countries in harmony with its own possibili
ties and the national plans of these countries. Besides, 
it will continue to exert efforts for the broadening of 
industrial co-operation with these countries. 

Yugoslavia will also-within the limits of its 
economic possibilities-increase its contributions to 
the United Nations funds for financing development. 
It will, in particular, support the proposals for the 
establishment of a United Nations capital development 
fund (SUNFED) and will be ready to take part in the 
financing of this fund in proportion with its possibili
ties. 

Our country will continue to strive for the expansion 
of technical and scientific co-operation with the 
developing countries, both within the United Nations 
and on a bilateral basis. 

With a view to ensuring the successful implementa
tion of the aforementioned objectives and policies, and 
in conformity with constitutional principles, Yugo
slavia will undertake the necessary organizational 
measures and carry out appropriate adjustments. 

The changes taking place in economic relations and 
in world trade will represent, to an increasing extent, 
problems to which the workers' movement of all 
countries, and of the developed countries in particular, 
will have to devote full attention, especially to the 
problems of the less-developed countries. 
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The Federal Assembly welcomes the readiness 
expressed by the United Nations and its bodies to 
co-operate with the trade union movement, which 
offers wide opportunity for an effective engagement of 
all progressive forces and factors with a view to 
finding the best solutions for the aforementioned 
problems. 

The peoples of Yugoslavia look upon the forth
coming United Nations Conference on Trade and 
Development as a most important event in the activi
ties of the United Nations in the economic field. They 
expect the Conference to make a significant step 
forward along the road leading to a more accelerated 

economic and social progress and to contribute to the 
finding of appropriate forms of agreed solutions for 
pressing international economic problems. This will 
strengthen those trends and forces in the world which 
are actively engaged in creating conditions for progress 
and lasting peace among nations. 

The Federal Assembly of the Socialist Federal 
Republic of Yugoslavia declares that Yugoslavia is 
ready to contribute, in co-operation with all the 
interested countries, towards a positive solution of 
the problems which are on the agenda of the United 
Nations Conference on Trade and Development. 



DECLARATION OF PRINCIPLES GOVERNING INTERNATIONAL 
TRADE POLICIES CONDUCIVE TO DEVELOPMENT 

(Submitted by Yugoslavia) [Original: English/French] 

The States participating in the United Nations 
Conference on Trade and Development, held in 
Geneva from 23 March to 15 June 1964, 

Guided by the fundamental principles and objectives 
of the Charter of the United Nations, 

Considering that the acceleration of economic 
development and the expansion of international 
economic co-operation aimed at ensuring a steady 
improvement in the standard of living of all the peoples 
of the world contribute to the consolidation of world 
peace and the strengthening of peaceful co-operation 
among nations, 

Emphasize the urgent need for carrying out essential 
changes in the structure of international trade, and for 
the development of international economic relations 
on a new basis, and, with this aim in view, proclaim 
the following: 

DECLARATION OF PRINCIPLES 
OF INTERNATIONAL ECONOMIC CO-OPERATION 

I. Economic development and social progress in 
all countries is the common interest and common 
concern of the whole international community. 
Therefore, all countries assume the obligation to take, 
in an organized and systematic way, measures for the 
promotion of universal and equal economic co-opera
tion aimed at accelerating economic development in 
the world. 

2. It is the exclusive right of individual countries to 
decide upon the socio-economic system in which they 
shape their economic development. Any outside 
attempt at interference and pressure to change the 
system they have chosen is hereby condemned as 
contrary to the letter and spirit of the Charter of the 
United Nations. 

3. Every country has the sovereign right to dispose 
of its natural resources in the interest of the economic 
development and well-being of its own people. 

4. The rapid economic development of every coun
try depends primarily on its own efforts. In order to 
yield adequate results, such efforts must be supported 
by broad and concerted international action in all 
fields of economic activity. 

5. Every newly-independent country is entitled to 
special economic assistance through the United 
Nations and to their full support with a view to 
facilitating its own efforts towards consolidating the 
economic foundations of its independence and pre
venting any possible outside attempt at interference 
and subjugation. 
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6. Economic relations among States should be 
based on the Charter of the United Nations and the 
principles laid down in this Declaration. 

7. The promotion of economic co-operation be
tween States, irrespective of differences in the levels of 
their economic development or in their socio-economic 
systems, should contribute to the consolidation of 
world peace and the strengthening of the policy of 
peaceful coexistence. 

8. All forms of economic relations among States 
should be based on respect for sovereignty, equality 
and non-interference in the internal affairs of other 
countries. 

All countries should refrain from taking such 
measures as would be detrimental to other countries, 
and should take steps aimed at the removal of all forms 
of discrimination and all other barriers to the develop
ment of equal and mutually beneficial economic 
relations among States. 

The promotion of international co-operation aimed 
at the acceleration of general economic progress in the 
world calls for the removal of all forms of discrimina
tion which mark today economic relations among 
States with different socio-economic systems. 

All problems arising from economic relations 
should be dealt with through consultation, confronta
tion and agreement. 

9. International co-operation in trade, financing 
and economic relations in general should be aimed at 
speeding up the economic growth of the developing 
countries, thereby contributing to the gradual narrow
ing and final closing of the gap existing between the 
developed and the developing countries. 

Diversification of the economies of the developing 
countries through industrialization and advance of 
agricultural production should lead to a new inter
national division of labour in harmony with the needs 
and interests of the developing countries and of the 
world economy as a whole. 

10. The developed countries should grant con
cessions and facilities to the developing countries 
without requiring reciprocity from the latter, and they 
should also abstain from extending this treatment to 
the developed countries. In this connexion, however, 
special attention must be paid to the countries whose 
level of economic development is the lowest, particu
larly with regard to financing development and 
granting technical assistance. 

11. The developing countries have the right to 
protect and subsidize their infant industries with a view 
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to diversifying their foreign trade and accelerating 
their economic growth. The developing countries may 
grant one another privileges without obligation to 
extend them to the developed countries. 

12. Regional economic groupings of developing 
countries and other forms of linking up the economies 
of such countries should be aimed at ensuring a fuller 
and more rational utilization of their economic 
resources and at creating as favourable conditions as 
possible for their industrialization. 

The States participating in such arrangements 
should take due account of the interests of other 
developing countries. 

13. Regional economic groupings of developed 
countries providing special privileges to their members 
should by no means result in a deterioration of the 
position of third countries, in particular developing 
ones. They should undertake to remove as early as 
possible the harmful consequences to third countries 
that may derive from such arrangements. 

14. In order to ensure a lasting growth of the 
developing countries' exports and export earnings, 
the developed countries should abolish tariff and other 
barriers impeding the importation of raw materials 
and tropical products from the developing countries; 
they should ease and remove protective measures con
cerning agricultural products from the temperate 
zones by abandoning the policy of agrarian pro
tectionism; they should relax tariff and other obstacles 
hampering the importation of finished goods manu
factured entirely or mainly from raw materials 
produced by the developing countries; they should 
also take other measures to the same purpose. 

15. International commodity agreements as well as 
long-term bilateral agreements and similar arrange
ments relating to primary commodity trade should 
aim at increasing exports and stabilizing primary 
commodity markets on the basis of equitable and 
remunerative prices. 

16. The developed countries should help the 
developing countries to remove the harmful con
sequences resulting from the decreasing demand for 
primary commodities due to technical progress and 
the expansion of the production of substitutes, thus 
making it possible for them to carry out structural 
adjustments in their economies. 

17. The developed countries should grant pre
ferential tariffs on a non-discriminatory basis and 
without demanding reciprocity to all semi-manu
factures and manufactures exported by the developing 
countries; they should also take other positive steps 
to assist efforts made by the developing countries 
towards improving the structure of their foreign trade 
and increasing their export earnings. Preferential 
tariffs granted to this end should not apply to com
modity trade among the developed countries. 

18. The countries importing primary products 
should compensate the exporting countries for the 
losses in export earnings incurred as a result of the 

deterioration in the terms of trade. To this end, it is 
necessary to establish, within the framework and under 
the control of the United Nations, a special fund for 
compensatory financing, the resources of which should 
be used for financing economic development pro
grammes in the developing countries. 

19. It is in the interest of both the developing and 
the developed countries to ensure a steadily growing 
inflow of international funds to meet the economic 
development requirements of the developing countries 
and for expanding international trade as a whole. As 
regards their volume, their purpose and the conditions 
governing their granting, these funds should be in line 
with the requirements of the economic development 
programmes of individual countries and regions, 
taking, at the same time, into account the intensity of 
their internal efforts. 

The granting of international funds, from any 
sources whatsoever, must not be made dependent on 
any military, political or any economic conditions 
unacceptable to the recipient countries. 

20. International financing of the developing 
countries should increasingly come from public sources 
on a multilateral basis. To this end, all countries should 
contribute to the establishment of appropriate United 
Nations funds which would be primarily earmarked 
for financing the national and regional economic plans 
of the developing countries. 

The amounts which individual countries should 
contribute to the United Nations capital development 
funds, commensurately to their possibilities, should be 
sufficient to ensure a steady flow of financial assistance 
to developing countries on a long-term basis. 

Part of the resources obtained from economies in 
armament expenditures should also go into these 
funds. 

21. Steps should be taken to make it easier for the 
developing countries to deal with balance-of-payments 
difficulties through the conversion of their public debts, 
postponement of amortization of earlier credits and 
loans, extension of export credits by international 
financial institutions, as well as by other adequate 
measures taken to this purpose. 

22. The laying down of new policies in the field of 
international trade calls simultaneously for the adop
tion of appropriate changes in international monetary 
and financial policies which should result in the 
adjustment of existing international monetary and 
financial in!!titutions to the requirements of rapid 
development in the developing countries. To this end, 
these institutions should, in the first place, increase the 
volume of their activity and should ensure through 
organizational changes an adequate participation of 
the developing countries in the work of these institu
tions. 

23. The international community is under obliga
tion to help the developing countries to develop 
maritime and other forms of transport, promote 
tourism and improve freight and insurance terms, in 
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order to increase their earnings and reduce their 
expenditure in all forms of invisible trade. 

24. Scientific achievements and technical develop
ments should be made accessible to all countries 
under favourable conditions. For this purpose, maxi
mum incentive should be provided for the intensifica
tion of scientific and technical co-operation among 
States, both within the framework of the United 
Nations and through other multilateral and bilateral 
agreements. Through increased technical assistance 
and the development of various forms of co-operation 
in production, the developing countries should be 
enabled to make use, as early and as extensively as 
possible, of scientific and technical achievements and 
to build up their own cadres in line with the require
ments of rapid economic development. 

25. In order to facilitate international commodity 
exchange and passenger traffic, all countries should 
liberalize the entry and transit of all means of transport 
under normal conditions and in accordance with the 
principle of non-discrimination. 

Every State without a sea coast (land-locked) should 
be entitled to free access to ports, use of ports, full 
enjoyment of transit and other facilities which are 
generally granted. Bilateral agreements with coastal 
States should be concluded for this purpose. 

26. An adequate international organization should 
be established for the implementation of the principles 
embodied in this Declaration and of other decisions 
of the United Nations Conference on Trade and ' 
Development 



NEW DIRECTIONS FOR WORLD TRADE: 
THE BELLAGIO STATEMENT OF POLICY 

NOTE BY THE SECRETARY-GENERAL OF THE CoNFERENCE 

This Statement of Policy by a group of prominent 
economists was submitted to the Conference in the 
belief that its contents would be of considerable 
interest to Governments. 

The group, whose members were broadly repre
sentative of many points of view, was convened under 
the auspices of the Royal Institute for International 
Affairs, London, with the aid of funds made available 
by the Carnegie Endowment for International Peace. 
The meetings of the group were held at the Rockefeller 
Foundation's villa in Bellagio, Italy, from 16 to 
24 September 1963. 

The views expressed in the Statement of Policy are 
not necessarily those of the Secretary-General of the 
Conference. 

NEW DIRECTIONS FOR WORLD TRADE: 
STATEMENT OF POLICY 

(Bel/agio, September 1963) 

1. Nineteen economists,* from a variety of coun
tries and with a wide spread of different viewpoints, 
met at Bellagio from 16 to 24 September 1963. They 
acted in their individual capacities, although the group 
included some officials. Their aim was to try to identify 
the most promising lines of advance for an inter
national policy on world trade directed towards the 
problem of under-development, in the hope that their 
findings might be relevant to the United Nations 
Conference on Trade and Development in 1964. It 
should be made clear that in attempting this the many 
political obstacles to the expansion of world trade were 
not ignored. But on all but a few issues it was felt that 
economic rather than political criteria provided the 
most valuable starting-point for a group of this kind. 
What follows here is not a detailed account of the 
discussions but a statement of the common points of 
agreement which emerged. The particular emphasis 
and phraseology used may not in every case correspond 
to the views of individual participants. But the docu
ment as a whole is an agreed expression of the con
sensus that emerged at Bellagio. 

2. The statement falls into seven parts: (a) Con
siderations of strategy and tactics for the expansion of 
trade and acceleration of development; (b) Policies for 

• See Annex for list of participants. 

48 

[Original: English] 

the developed countries; (c) Policies in the under
developed countries; (d) The position and policies of 
the centrally-planned economies; (e) International 
commodity problems; (f) World trade institutions; 
(g) Disarmament perspectives. 

(a) EXPANSION OF TRADE 

3. The future for the developing countries and the 
prosperity of those already developed are bound 
together. Sustained growth in an industrialized world, 
lower tariffs and the progressive elimination of other 
obstacles to freer trade are essential conditions for the 
acceleration of economic development and an expan
sion in the export earnings of the low-income 1 

countries. 
4. But even on relatively favourable assumptions 

about the rate of economic growth in the developed 
countries and the terms of trade for the under-devel
oped world, there will still be a formidable gap by the 
early 1970s between the export earning of the low
income countries and their import requirements and 
debt service charges. If present policies in the developed 
countries affecting the level of export earnings of the 
under-developed countries, both from manufacturers 
and traditional exports, are adjusted along the lines 
of the proposals which follow, this gap will be sub
stantially reduced. Even so, there will still have to be a 
large increase in the flow of aid to the under-developed 
countries if they are to achieve a rate of growth of 5 per 
cent per annum in real income, as envisaged by the 
United Nations in its programme for a Development 
Decade.2 

5. At the same time, in the developing countries 
there is a need for new and more vigorous initiatives, 
particularly in the field of mutual co-operation. 
Continued diversification and industrialization of their 
economies will be required. Above all, the two groups 
of countries, the developed and under-developed, will 
have to engage in more active and closer collaboration 
of a type specifically aimed at using international trade 
as an instrument for accelerating development in the 
low-income countries. 

' Throughout this text, the terms "low-income", "under-devel
oped" and "developing" are used interchangeably. 

• The Conference considered alternative estimates of the size of 
the payments gap which the under-developed countries are likely to 
face by 1970. Though such estimates must be taken purely as 
illustrative of the probable order of magnitude involved, it appears 
that, on the basis of present policies, the payments gap would increase 
from about $.5,000 million in 19.59 to somewhere in the range of 
$13,000 to 20,000 million by 1970, according to the detailed assump
tions made. 
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(b) POLICIES FOR THE DEVEWPED COUNTRIES 

6. The expansion of the exports of the under
developed countries is in the interests of the developed 
countries. It is clea~ that the developing countries, 
hungry for goods, will spend all the export proceeds 
they earn. They are unlikely to hoard currency 
reserves. Therefore, any increases in their sales to the 
developed countries will be quickly matched by pur
chases from them. Moreover, the exports of the high
inco~e C?l;lntries are today bei-?g adversely affected by 
the mabthty of the developmg countries to earn 
dollars, pounds and other liquid resources. Because 
they cannot sell their agricultural products minerals 
textiles and other products in sufficient qua~tities, they 
are having to place limits on the extent to which they 
can increase their purchases of transport equipment 
and machinery. 

7. At the same time the failure of the high income 
countries to open their markets leads to a situation in 
which they produce things that the developing countries 
can turn out more cheaply. The developed countries 
have to realize that the cost to them of maintaining a 
high degree of self-sufficiency in sugar, textiles and the 
like is a diminution in their exports of engineering 
goods. They are thus sacrificing what are, for them, 
higher-productivity and higher-wage industries. The 
redistribution of the labour force which would be 
induced by free imports from low-wage countries 
would be bound to increase the average productivity of 
labour and the level of real wages in the developed 
countries. Hence, it is in their own interest as well as 
that of the developing countries to abolish restrictions 
and provide greater access to their markets. 

8. At present, the developed countries restrict their 
imports from under-developed countries both in the 
field of primary products and in the field of manu
factures. It is recognized that the sudden impact of 
greatly enlarged imports on old-established industries 
may create serious social problems of adjustment in 
th.e develop:d countries. But the best ~ethod of dealing 
with these 1s by measures of financtal assistance for 
facilitating the adjustment process and not by import 
restrictions. It is highly desirable, therefore that those 
restrictions at present aimed specifically' at goods 
exported from under-developed countries (some of 
them being quantitative restrictions on a discrimina
tor~ basis, others arising from differential import 
duties on processed goods, as compared with the raw 
produce) should be brought to an end, as soon as 
possible. For this purpose it is recommended: 

(i) That all e~sting quantitative restrictions, and all 
agreements destgned to cause low-wage exporting 
countries to restrict their exports "voluntarily", 
should be abolished in gradual steps, extending over a 
period of not more than 5 to 10 years; 

(ii) That all importing countries should notify an 
international authority of the nature of such restric
tions now in force, and of the steps they plan to take as 
to their gradual liquidation; 

(iii) That any temporary quantitative restrictions 
retained during the phasing out period should be non
discriminatory; 

(iv) That the developed countries should announce 
their intention of reducing to zero the differential 
between import duties on primary products and on the 
same products in a processed form over a fixed period 
of, say, five years and should make regular reports of 
progress to an international authority; 

(v) That, as discussed further in paragraphs 24 and 
25 ~low, t~e developed countries should gradually 
abohsh special forms of domestic protection which 
artificially restrict the importation of primary pro
ducts, so as to permit under-developed countries to 
gain growing shares of their domestic markets; 

(vi) That an international body should review the 
plans and progress of the developed countries in 
carrying out the above principles, including the 
~p~ration of the so-called " voluntary " agreements to 
~illlt exl?orts, and should. use the familiar techniques of 
mternatlonal confrontatiOn, employed in the OECD 
and the GATT, to this end. 

9. It is considered undesirable that developed 
countries should accord preferences to some develop
ing countries at the expense of others. To the extent 
that special assistance for some developing countries 
may have been necessitated by historical factors it is 
better that such assistance be now given in the' form 
of direct aid rather than by trade preferences. For 
~rtain eco.no~es in a particularly vulnerable posi
tion, a special timetable for the sequence of adjustment 
from_prefere~ces. to a}d, may be necessary. But inn~ 
case Is there JUStification for developed countries con
tinuing to retain preferences in the markets of the 
developing countries to which they may still accord 
preferential treatment. 

10. In the particular case of the Associated 
Overse~ Territorie~ (AOT) and the European 
Econoilllc ~ommumty (EEC), the past· has imposed 
a hard chmce on the new African States involved. 
Many of their budgets lean heavily on direct sub
ventions from Paris. Any reduction in the margins of 
preference on their commodity exports to the Com
munity would need to be offset by further substantial 
inc:eases. in direct aid from the Community countries, 
wht~h illlght w~ll not be forthcoming-or if they were, 
the mcreases illlght be at the expense of a decrease in 
aid from the Community countries going elsewhere. It 
is anyway questionable whether an increased con
centration of European aid on a relatively small part 
of the under-developed world is in the long run 
desirable. While the eventual objective of abolishing 
all preferences as between developing countries must 
be kept firmly in mind, the immediate way forward in 
the AOT case might perhaps be first to ensure that the 
AOT pr~ferences had no serious trade diverting effects, 
to the disadvantage of other primary producers. Any 
tendency to increased trade diversion should be 
promptly balanced by a reduction in the preference 
level by a further lowering of Community tariffs on all 
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primary produce. This might provide a transitional 
arrangement during which the economies of the AOTs 
could be regeared for entry into new Mrican trade 
groupings without dislocation. 

11. The question of a general preference for all 
goods from developing countries in industrial countries 
has been raised more than once recently. It is felt to be 
more important to get rid of existing restrictions, 
quantitative or otherwise, which hamper the exports 
of developing countries and discriminate between 
developing countries, than for industrial importers to 
accord preferential treatment to goods from such 
countries. But in so far as developed countries do not 
succeed in abolishing all existing barriers on imports 
from under-developed countries, it is felt that indi
vidual countries, or groups of countries, should not be 
precluded by their existing obligations under the 
General Agreement on Tariffs and Trade (GATT) 
from according such preferences for imports from 
under-developed countries. The important proviso is 
that they are extended to all under-developed countries 
on a non-discriminatory basis. 

(C) POLICIES IN THE DEVELOPING COUNTRIES 

12. The major policy objective of developing 
countries for many years to come will continue to be 
the radical reorientation of their economies and 
acceleration of their rates of growth. In the attempt to 
diversify there is often a tendency to concentrate on the 
establishment of domestic industries to replace imports 
and to neglect the opportunities for developing export 
industries, the more so since opportunities for exports 
are in the nature of things uncertain and are often 
inhibited by restrictive policies abroad. While both 
import substitution and export promotion have a 
legitimate place in the strategy for development, 
special care should be taken to avoid the establishment 
of high-cost industries producing less essential items, 
the demand for which is likely to be limited. To 
the extent that recommendations in this document 
for the removal of trade barriers in the developed 
countries are accepted, and a favourable environment 
for promoting exports from the less-developed coun
tries is created, the dangers of high-cost import sub
stitution will recede. 

13. A number of policy proposals are put forward 
by the Bellagio group for the developing countries in 
this connexion. It is considered that the developing 
countries should be relieved of the obligation under 
GATT (where applicable) not to raise .. bound 
tariffs ". In general, there cannot be any insistence on 
reciprocity in trade relations between advanced coun
tries and less-developed countries. The latter have need 
to protect their nascent industries and to resort to 
restrictions for1 balance-of-payments reasons. They 
may also need to subsidize their young export indus
tries to overcome disadvantages resulting from lack 
of experience and the small scale of operations in the 
early stages of development. These needs must be 

recognized by the developed nations. More important, 
developing countries should be left free to discriminate 
in favour of one another, provided (a) that the 
purpose is to liberalize trade over a significant area 
and, (b) that there is no artificial check on the total 
volume of trade with the developed countries. This 
latter seems unlikely, given the determination of the 
poorer countries to use all their export earnings to 
accelerate development. 

14. As the under-developed countries approach 
the per capita income levels of the developed countries 
they must accept the obligation to approach to a 
corresponding degree the accepted principles governing 
the commercial policies of the developed countries. 
This is necessary not only as a matter of equity in their 
relations with the already developed countries. It will 
also help to ensure that latecomers among under
developed nations have full opportunities to develop 
their trade under the most favourable conditions and 
are not held back by their relative weakness. 

15. On the crucial question of co-operation among 
developing countries it is felt that a wide range of 
possibilities lie open. It is not merely a matter of 
mutual tariff and quota concessions. There is also 
considerable scope for increased co-operation in a 
number of other spheres. It should, for instance, _.be 
possible for developing countries to make regional 
agreements on specialization in certain lines or more 
far-reaching arrangements leading ultimately to eco
nomic integration. Collaboration in forward thinking 
on the development of export industries is considered 
vital, and is to be strongly encouraged. Even in regard 
to existing export opportunities, there is often a 
tendency among countries experiencing balance-of
payments difficulties to try to undercut each other in 
search of short-term gains; and others then have to 
follow suit sooner or later. Such excessive competition 
results more often than not in an avoidable deteriora
tion in the terms of trade. Co-operation among 
developing countries to avoid such self-defeating forms 
of competition would be useful in preserving and 
enlarging their export earnings. More generally, it is 
emphasized that the closest possible collaboration 
between national economic planners in the different 
developing countries can bring valuable gains. 

16. Groups of developing countries might usefully 
participate in co-operative investment projects. What 
is meant by this is that the Governments or firms of, 
say, three developing countries would take joint shares 
in the ownership and management of, for example, a 
cement works in the first country, a chemical plant in 
the second, and a pulp mill in the third. Despite the 
obvious administrative difficulties, it is felt that the 
idea merits further study. More attention should also 
be given in the developing countries to the potentiali
ties of co-operation in tourist trade and other services. 
There is scope, too, for ti:tore international co-operative 
arrangements for export finance and export promotion. 
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(d) POSITION AND POLICIES OF THE CENTRALLY-PLANNED 
ECONOMIES 

17. In recent years, there has been a considerable 
increase in trade between the centrally-planned 
economies and the developing nations. Exports from 
the former have been composed in the main of capital 
goods, and they have also provided a growing market 
for tropical foods and for industrial products from 
the developing countries. There is every reason to 
expect, on the basis of the plans for higher production 
and rising living standards of the centrally-planned 
economies, that their trade with under-developed 
countries will continue to grow and diversify at a rapid 
pace. This trend is welcomed and it is hoped that 
future plans and programmes in the centrally-planned 
economies and in the developing countries will take 
account more explicitly of the potentialities for useful 
trade between them. 

18. Participants from the centrally-planned eco
nomies at Bellagio felt that their trade relations with 
developing nations would be facilitated if existing 
restrictions on East-West trade were progressively 
removed. The centrally-planned economies, it was 
pointed out, had accepted it as a long-term policy to 
make increasing use of the international division of 
labour; and to the extent that their trade with any part 
of the world was restricted, it restricted the scope for 
trade in general. More specifically, some of the 
existing restrictions on East-West trade directly 
affected trade between under-developed countries and 
the centrally-planned economies, for example, when 
the trade in question was handled by foreign firms. 
All participants agreed that such impediments to 
the trade of under-developed countries should be 
removed and that the promotion of East-West trade 
in general would be in the interests of all concerned. 
Among other advantages, it would provide a more 
multilateral basis for the future expansion of world 
trade. 

19. The question arises of establishing criteria for 
, the trade policies of centrally-planned economies. 
Although their trade is conducted by State monopolies, 
it is governed by certain general principles such as 
buying and selling at world prices. The Conference was 
assured that the practice of exporting at world market 
prices and of importing goods on a competitive basis 
as between different suppliers would continue to be the 
policy of the Soviet Union and of the other centrally
planned economies. It was pointed out, however, that 
the centrally-planned economies could not be expected 
to accept a complete policy of non-discrimination in 
importing, so long as they did not receive most
favoured-nation treatment in their exports to the rest 
of the world. The Conference took the view that in the 
formulation of the long-term plans of the centrally
planned economies express provision ought to be 
made for a substantial increase in imports from the 
under-developed, world, provided that these are 
offered at competitive prices. To this end, the Govern
ments of the centrally-planned countries should be 

asked to lay down a series of quantitative import 
targets on an ascending scale for their purchases of 
primary produce from the under-developed countries. 
It should be one of the tasks of a world trade organiza
tion (see paragraph 35) to ensure the implementation 
of this policy. 

20. Given the form of their trading organizations 
and the requirements of planning, the centrally
planned economies cannot meaningfully adopt the 
same procedure as countries with a different economic 
and social system. However, techniques could readily 
be devised for assessing the performance of the cen
trally-planned economies in expanding their trade 
with developing nations by reference to comprehensive 
and up-to-date trade statistics and to their trading 
intentions as reflected in their long-term trade agree
ments. These trade agreements are published at present 
and could be registered with a mutually acceptable 
international organization. The machinery for regular 
consultations between an expert international staff and 
national Governments, which is recommended else
where in this document, should be of considerable 
value in assessing the trade policies of centrally· 
planned economies. 

(e) INTERNATIONAL COMMODITY PROBLEMS 

21. Ninety per cent of the export earnings of the 
developing countries come from primary produce, and 
success in meeting the development needs of the low· 
income countries will continue to depend largely on 
the prices and the volume of primary produce sold in 
world markets. There has been a steady shift in the 
terms of trade against primary producers over the past 
ten years. In the view of some at Bellagio, this formed 
part of a long-term secular trend which began in the 
1880s, only temporarily reversed as a result of the two 
world wars, and having its origin in the different 
manner of operation of basic economic forces in the, 
primary sectors and the manufacturing sectors of the 
world economy. While this view about the inevitable 
long-term . deterioration of the terms of trade was 
questioned by other participants, they agreed that in 
the period immediately ahead and for some years to 
come it was likely that the growth in the supply of 
internationally traded primary commodities would 
outrun the increase in demand. Trends in technological 
development in primary production (as shown, for 
example, by the rapid improvement in the acreage 
yields of crops and the large increase in plantings of 
coffee in the mid-1950s, which are only now beginning 
to come into production) point to a further big rise in 
prodqction. Increasing self-sufficiency in food in the 
industrial countries, the development of synthetic 
substitutes for natural raw materials, and changes in 
the patt~ of civil and military raw material require
ments indicate a slowing-down in the rate of growth 
of demand for imported primary products in the 
coming years. The situation requires concerted action 
in a number of fields in order to avoid disruptive 



52 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

effects of a further substantial deterioration in com
modity prices. 

22. If the outcome is not to be left to the play of 
market forces, there are two possible types of counter
vailing measures: (i) those which have the effect of 
stimulating the growth in demand, and (ii) those which 
operate through a restriction in the growth of supplies. 
It is felt that in so far as it is possible to remedy the 
situation through an increase in the demand for the 
primary products of the under-developed countries, 
such a solution is preferable, because it will improve 
the general welfare in the developed, as well as the 
under-developed countries. 

23. The rate of growth of the industrial countries 
bas a powerful influence on the rate of growth of 
consumption of primary products. Policies of full 
employment and other policies aimed at accelerating 
the rate of growth of productivity in the industrial 
sectors (e.g., by removing existing obstacles to the free 
exchange of products between the developed countries, 
by easing the free movement of labour to areas of 
labour scarcity, and by the avoidance of such monetary 
arrangements as require the use of restrictive internal 
policies for balance-of-payments considerations) 
would help the export earnings of under-developed 
countries. In addition to this, however, there is an 
urgent need for increasing the share of the under
developed countries' products in the total consumption 
of developed countries. The first step is to remove the 
many artificial obstacles which now stand in the way 
of this process. 

24. Typical of such obstacles are the import duties 
and high internal revenue duties imposed on tropical 
products (tea, coffee, cocoa, bananas). Where these 
excises hold down internal consumption, they should 
be substantially reduced, or altogether eliminated at an 
early date. It is hoped that efforts to achieve this 
objective, including those being made by the GATT, 
will attract the support of all countries. 

25. Still more important gains would be registered 
by radical changes in the field of agricultural policy in 
the developed countries. Although it was recognized at 
Bellagio that the adjustment required here may well be 
more difficult than that required in old-established 
secondary industries affected by low wage imports, it 
was unanimously agreed that farm policies in Western 
Europe and North America must move away from 
price support towards income supporting methods. 
Much the same kind of problem exists in minerals, 
especially in petroleum. A progressive reduction in 
tariffs, import levies and quota restrictions is required. 
This, coupled with other :measures encouraging the 
shift in the industrial structure of developed countries 
in the direction of those industries where they enjoy 
a higher comparative advantage, would provide an 
enlarged market for an important range of products 
from the under-developed countries-cane-sugar, 
vegetable oils and oilseeds being outstanding among 
them. 

26. There is an urgent need to improve access for 
processed foods and raw materials to the markets of 
the industrialized countries. Processing industries 
offer one of the most promising ways forward for the 
developing countries. There can be no justification at 
all for the disparity in tariff treatment of, say, oils as 
against oilseeds or of fully refined copper as against 
the raw material. An attack on the discrimination 
exercised against processed and semi-processed pro
ducts in the industrial countries should form a major 
part of the programme for the expansion of trade. 
The developed countries should set themselves a 
time-table (as proposed in paragraph 8) during which 
the variance in tariff treatment between processed 
goods and crude commodities should be phased out. 

27. If free access to expanding markets is denied to 
the primary producers or if it appears that the supply 
of a primary product shows a persistent tendency to 
outgrow demand, other methods must be used. Some 
participants at Bellagio felt that special forms of direct 
aid would be needed. But there were serious doubts 
whether these would suffice. Another method is that of 
maintaining prices by controlling supplies coming on 
to the world market, through international commodity 
agreements. If supply can be so regulated as to keep 
in step with the growth of demand, the often cata
strophic declines in prices associated with over
production can be avoided. In the past, a number of 
such schemes have failed either because it proved 
impossible to bring all producers together, or because 
the participants agreed to limit their exports but failed 
to control production at the same time, so that 
excessive stocks emerged. A further reason for failure 
has been that export control agreements that gave each 
country a quota based on its past share of the world 
market prevented low-cost producers from expanding 
their shares within the terms of the agreement. It is 
clear that export control schemes require the regulation 
of all sources of actual and potential production if 
they are to succeed over longer periods. It is equally 
clear that such agreements should provide for periodic 
revisions of the distribution of export quotas. These 
revisions should be guided by economic criteria, 
which would reflect changes in the relative efficiency 
of producing countries, rather than by purely political 
considerations. 

28. At the same time, the prospects of any inter
national commodity agreement are clearly greatly 
improved if it commands the co-operation of con
suming as well as producing countries. An encouraging 
feature of recent negotiations, notably over the 
International Coffee Agreement, is that Western 
countries which have no interest as producers of a 
commodity, indeed have an interest as consumers in 
keeping the price low, have nevertheless been ready to 
collaborate in ·an effort to maintain its price at stable 
and more remunerative levels. One of the incidental 
advantages when consuming countries participate in 
this way is that it tends to make for more realistic 
price goals and evaluations of supply prospects for 
the commodity in question. 
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29. It is plain that agreements which effectively 
control the volume of supplies coming on to the world 
market demand international co-operation of a very 
advanced and detailed kind. There should be no 
illusions about the problems which this presents. 
Moreover, to the extent that a commodity agreement 
did lead to a substantial advance in the price of the 
commodity concerned (as distinct from the avoidance 
of a further decline), it might stimulate production in 
the importing countries, whether o( the commodity 
itself or of synthetic substitutes which could well 

• capture a permanent share of the market. Some 
participants at Bellagio were of the opinion that the 
above considerations presented an overwhelming 
argument against commodity agreements. In the view 
of the majority, however, there is considerable scope 
for stabilizing the markets for primary commodities by 
means of such agreements provided that the necessary 
degree of co-operation can be secured. 

30. There is need for better co-ordination of 
national policies in the field of commodities. At the 
very least there should be regular consultations 
between developing countries on their long-term plans 
for commodity production. Historically, the collapse 
of primary product prices was often the result of the 
excessive expansion of crop acreages, tree plantings or 
mining facilities by producers who acted in ignorance 
of developments elsewhere. The rapid growth since 
the war of consultative arrangements reduces this 
danger. Still greater pains should be taken by develop
ing countries to assess the compatibility of their 
various expansion programmes with one another. 
Some participants at Bellagio, including those from 
the centrally-planned economies, believed that a 
system for co-ordinating the production plans of the 
developing countries and the long-term national plans 
of the centrally-planned economies ought to be 
established. 

31. Studies of market prospects for a number of 
products are being carried out in various international 
bodies. The United Nations regional commissions also 
have a role in this field. All this is felt to offer an 
opportunity for evolving a better world strategy for 
commodities. The aim should be to mobilize th~ 
existing stock of expertise more effectively than at 
present, with the specific object of relating trade and 
development problems in the formulation of a set of 
consistent policies for a wide range of commodities. In 
spite of the practical difficulties which were stressed 
by some participants, there was near unanimity that 
a more comprehensive approach, embracing a number 
of different commodities in a larger scheme, was 
feasible. One advantage of such an over-all view would 
be to bring the variegated mass of statistical informa
tion on to a standard basis, and to improve the tech
niques of analysis and projection. Such existing 
facilities and machinery as have already proved their 
effectiveness should be continued and strengthened. 
New responsibilities will clearly arise here which will 
need to be dealt with by international machinery (see 
paragraph 34). 

32. Fluctuations in commodity earnings are a 
major hindrance to effective development planning. 
A limited but useful compensatory scheme is proposed 
and its early implementation strongly urged. In 
essence, this scheme entitles a member country to 
withdraw currencies automatically from a Develop
ment Insurance Fund to compensate all or most of the 
shortfall of its export proceeds compared with the 
average of the preceding three years. An obligation 
would then be incurred to repay into the DIF within 
three years unless exports failed to recover within 
that period. This arrangement differs sharply from the 
IMF loans scheme in this field but it bears a close 
resemblance to the United Nations Committee of 
Experts scheme. The DIF plan, under which repay
ments are contingent on recovery, would not only 
soften the effect of fluctuations but give a measure of 
assistance to cushion a continuing downtrend in 
export earnings. 

33. It is recognized that the scheme contains some 
perverse incentives. One way of reducing these would 
be to provide only partial, as opposed to full, com
pensations for falls in commodity earnings. In general, 
it is felt that these objections, while real, are not 
overwhelming. What especially recommends this 
scheme is that it allows for the write-off of debts in the 
event of failure of exports to recover. Any dilution 
which threatens this aspect would destroy its value. 
There are, of course, other possible methods of tackling 
the problem of fluctuations and of secular decline 
in commodity earnings. But it is nevertheless felt 
that the case for the DIF should be vigorously pressed 
now. 

(/) WORLD TRADE INSTITUTIONS 

34. It is recognized that the implementation of 
these various ideas and proposals presents a challenge 
to the main existing trade organization, GATT, and 
creates a number of additional functions. There is no 
question about the value of the work done by GAIT 
in liberalizing trade between already-developed coun
tries; this should continue. The Conference could not 
agree, however, on the role of GATT in other fields, 
which some participants regarded as very important. 
What is clear is that the release of obligations on 
"bound tariffs" and the desire of the developing 
countries to move towards mutual trade liberalizing 
arrangements transcend traditional GATT procedures. 
Moreover, the implementation of the proposed time 
limits in removing import barriers to the products of 
under-developed countries and supervision of the 
machinery for dismantling historic preferential links 
smoothly must create important new tasks. 

35. At the same time, it has to be recognized, as 
earlier paragraphs make clear, that a whole new variety 
of special trade and development problems are being 
raised by the requirements of the under-developed 
countries, which demand more vigorous and co
ordinated treatment. The promotion of trade on a 
regular and growing scale between centrally-planned 



54 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

economies and the rest of the world on the basis of 
agreed principles is yet another task that requires fresh 
international machinery. The Conference felt that the 
logic of these arguments points to the need for a new 
world trade organization. Its role would be to act as 
an instrument for supervising the execution of the 
major policy decisions, including those recommended 
in this document. Not only should it help to co~ 
ordinate the work of existing international bodies 
already in the field, including GATT, but should also 
assume responsibility for a number of new functions 
which are not at present being adequately performed.3 

(g) DISARMAMENT PERSPECTIVES 

36. It is clear that a major economic opportunity 
for all countries will be opened once the relaxation of 
international tensions permits a reduction in the 
military use of resources. More intensive studies are 
required, in addition to those undertaken by the 
United Nations and others. So far as the following 
conclusions have emerged. 

Besides beginning to catch up on such deferred 
domestic needs as education and housing, both the 
private enterprise countries and the centrally-planned 
economies will be enabled by disarmament to put more 
resources into economic assistance. The cessation of 
military demand may in the short run adversely affect 
the market for several important primary products. 
But measures (such as the Development Insurance 
Fund project proposed in this document) to maintain 
the ability of under-developed countries to buy from 
industrial countries, in case of a drop in commodity 
export earnings, will help both groups of countries 
across the transition. 

• Mr. Kravis regards the assent of the United States and other 
western countries to a new trade organization as a much less 
important objective to be sought than the granting of access to their 
markets for the primary and manufactured goods of the developing 
countries. 

To make the most of the opportunity presented by 
disarmament, the world needs to strengthen and 
accelerate the sort of trade development programmes 
suggested in this report. If aid is not to predominate 
over trade to an extent that no country would find 
satisfactory, it is necessary to widen and deepen the 
opportunities for self-help in the under-developed 
countries-and this can best be done by a deliberate 
effort to foster their exports to the industrial world. 
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THE NIAMEY RESOLUTION ON THE UNITED NATIONS 
CONFERENCE ON TRADE AND DEVELOPMENT 

NOTE BY THE SECRETARY-GENERAL OF THE CoNFERENCE 

This resolution, adopted at the first session of the 
Economic and Social Commission of the Organization 
of African Unity held in Niamey, Niger, in December 
1963, was circulated at the request of the delegations 
of Ethiopia, Ghana, the Ivory Coast, Kenya, Madagas
car, Niger, Nigeria, Senegal, Sierra Leone, Tunisia, 
the United Arab Republic and Zanzibar. It was 
circulated in connexion with item lO of the agenda. 

THE NIAMEY RESOLUTION 

The Economic and Social Commission of the 
Organization of African Unity meeting in Niamey, 
Niger, from 9 to 13 December 1963; 

Recalling that the African Heads of State and 
Government at the Addis Ababa Conference, in 
paragraph 6 of the resolution on economic co-opera
tion, had urged " ... all States concerned to conduct 
negotiations in concert, with a view to obtaining from 
the consumer countries real price stabilization and 
guaranteed outlets on the world market so that the 
developing countries may derive considerably greater 
revenue from international trade" ; 

Noting that the African Heads of State and Govern
ment had agreed to support the United Nations Con
ference on Trade and Development, which is to 
consider the problems of "international trade in 
relation with the economic development of developing 
countries"; 

Endorsing the Joint Declaration of the developing 
countries on international trade which was subse
quently welcomed by the General Assembly of the 
United Nations; 

Considering the imminence and the vital importance 
of the United Nations Conference on Trade and 
Development, the convening of which was decided by 
resolution 963 (XXXVI) of the United Nations 
Economic and Social Council; 

Convinced that the accelerated economic develop
ment of the developing countries depends primarily 
upon a substantial increase of their share in inter
national trade as well as upon their ability to derive 
stable and equitable earnings from their exports of 
primary and processed products; 

Taking into account the fact that in view of its 
extreme reliance on international trade and its much 
narrower range of primary commodities, Africa, more 
than any other developing region of the world, is 
seriously affected by the deterioration of the terms of 
trade and is therefore more liable to suffer from the 
fluctuations in its export earnings; 

[Original: English] 

Conscious of the necessity to eliminate all obstacles, 
restrictions and discriminatory practices in world trade 
which have a particular impact on the necessary 
expansion and diversification of the exports of primary 
and processed products of the developing countries; 

Conscious further of the benefits that will accrue to 
the African countries from co-ordinating their policies 
with a view to defining, in the long run, their trade 
problems and safeguarding their interests; 

Aware of the unanimous determination of the 
/ African countries to extricate themselves from the 

economic dependence which still continues to charac
terize their relationships with the former colonial 
countries; 

55 

Noting the report of the United Nations Preparatory 
Committee on trade and development; 

L Expresses its conviction that the main objective 
of the United Nations Conference on Trade and 
Development should be to define the elements of a 
better policy in the field of international economic 
co-operation so as to secure for the developing coun
tries an optimum rate of economic growth. 

2. Recommends to Member States of the Organiza
tion of African Unity to pursue jointly the following 
common positions: 

(i) Support all measures aimed at enabling the 
foreign exchange resources of developing countries 
to increase at a rate proportionate to the needs of 
their development. 

(ii) Urge the acceptance of the principle that the 
developed countries should, in any programme they 
adopt for reducing the barriers to trade, give 
priority to the trade needs of the developing coun
tries. The developed countries should further accept 
the non-implementation of the principle of recipro
city in their trade with developing countries as well 
as adjustment of the most-favoured-nation clause. 

(iii) Urge further the acceptance by the developed 
countries the principle that the developing countries 
should be accorded preferential treatment, particu
larly in the protection of infant industries based on 
the recognition that even with a complete liberaliza
tion of trade the developing countries would not be 
in a position to compete on even terms with the 
industrialized countries. 

(iv) Appeal to the developed countries to take 
measures which would lead to the maximum utiliza
tion of primary commodities and obviate the harmful 
effects that may arise from the increased use of 
synthetic products. 
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(v) Request the developed countries, jointly or 
separately, to have as an objective the abolition of 
all discrimination applicable to their imports from 
the developing countries. 

(vi) Recommend that the developing countries 
should liberalize and strengthen their trade and 
monetary relationships amongst themse]ves, with a 
view to setting up mutually beneficial trade agencies 
within the framework of integrated and co-ordinated 
programmes of action or development schemes. 

(vii) Recommend the co-ordination of plans for 
the development of transport and communications 
aimed at expanding continental and inter-continental 
trade. 

(viii) Urge in particular that the Conference 
should take concrete measures for the improvement 
of the terms of trade of the developing countries and 
the maintenance at equitable and remunerative 
levels of the relationships between prices of primary 
commodities and industrial goods. 

(ix) Consider the establishment of multi-com
modity schemes for the stabilization of prices of 
primary commodities so that international arrange
ments for any given commodity not only take into 
account existing levels of production but also the 
potentialities and the alternative means of pro
duction over a wider spectrum of commodities. 

(x) Request that the existing institutional machi
neries in the field of international trade be reviewed 
and revised in order to create an international trade 
organization adjusted to meet the needs of the 
developing countries. 

(xi) Further request that the economic groupings 
formed by the industrialized countries should avoid 
taking any actions which might have an adverse 
effect on the economies of the developing countries. 

(xii) Support the setting up of an international 
machinery for the financing of the flow of trade of 
developing countries not only for their short-term 
requirements, but also for the requirements of their 
long-term development schemes. 
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to developing countries to meet their economic devel
opment needs and by polarizing technical knowledge 
and other factors conducive to well-being in the coun
tries already enjoying high income levels. 

NOTE BY THE SECRETARY-GENERAL OF THE CONFERENCE 

This document, issued at the meeting of the Organi
zation of American States held in Alta Gracia, 
Argentina, was circulated at the request of the delega
tions of Argentina, Bolivia, Brazil, Chile, Colombia, 
Costa Rica, the Dominican Republic, Ecuador, El 
Salvador, Guatemala, Haiti, Honduras, Mexico, 
Nicaragua, Panama, Paraguay, Peru, Uruguay and 
Venezuela for the information of the delegations 
attending the Conference. It was a provisional version 
as the text had not yet been revised by the Style 
Committee of the Organization of American States. 

The document was circulated in connexion with 
item lO of the agenda. However, as can be seen from 
the sub-headings of the paper, it was also related to 
other items of the agenda*. 

I. THE CHARTER OF ALTA GRACIA 

The representatives of the Governments of the 
Latin American countries assembled in Alta Gracia, 
in virtue of the mandate conferred upon them by the 
second annual meeting of the Inter-American Eco
nomic and Social Council at the ministerial level in 
1963, have established the general lines of a uniform 
foreign trade policy for development. To this effect, 
they 
Declare: 

In December 1962, the United Nations convened a 
World Conference on Trade and Development for 
the purpose of laying the bases for a new structure of 
international trade, capable of ensuring the rapid, 
orderly and continuous growth of developing coun
tries. 

Since then, Latin American countries have parti
cipated in the meetings of the Preparatory Committee 
of the Conference held in New York and Geneva and 
have made a joint analysis of their problems with a 
view to the co-ordination of their trade policies. For 
this purpose, they organized meetings of independent 
experts, Government experts, and official repre
sentatives at Mar del Plata, Santiago, Sao Paulo and 
Brasilia, now culminating in the meeting at Alta 
Gracia. 
. As a result of these studies and continued efforts, 

Latin America has acquired a greater awareness of its 
problems and expresses the firm determination to 
proceed to solve them in a co-ordinated manner, 
within the framework of the following considerations 
and provisions: 

I. The present structure of international trade 
tends to widen the gap between the standards of living 
of the nations by impeding an adequate flow of funds 

• See para. 6, "List of main topics" item l. 4, in the "Interim Report 
of the Preparatory Committee (first session)", in Vol. VIII. 
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Such conditions give rise to dramatic situations in 
the face of the increasing population and the growing 
awareness of the peoples of their right to better living 
standards and of the possibilities of attaining them. 

2. These universal phenomena take on particularly 
grave characteristics in Latin America. Notwith
standing the efforts to increase the volume of its 
exports, Latin American countries are being displaced 
from international trade and, in order to check their 
declining rates of growth, they have had to resort to 
external financial aid on such terms that have caused 
the servicing of the debt to become an excessively 
heavy burden in relation to their capacity for payment. 

There is, thus, an evident contradiction between the 
loan policies and trade policies applied by developed 
countries to the developing world. On the one hand, 
developing countries are supplied with financial 
resources and, on the other, in restricting the adequate 
expansion of income derived from their exports, they 
find difficulty in servicing the debt. This contradiction 
is aggravated by the deterioration in the prices of 
products exported from developing countries as 
compared with the increase in the prices of goods 
exported by industrialized countries. 

3. In the face of such adverse facts, stress should 
be laid on the responsibility of all countries, especially 
of those that reap most benefit from the present unfair 
regime. This responsibility should be measured bearing 
in mind common interests, as determined by the 
interdependence of national economies since, unless 
this is recognized, it will not be possible to obtain the 
necessary justice to secure world peace. 

4. It is therefore the primary responsibility of the 
industrialized countries which benefit from the system 
in force, to correct the defects and contradictions 
inherent thereto, contributing to change the existing 
trade structure, thereby permitting a more equitable 
distribution of wealth, in order to strengthen the rate 
of growth of developing countries. This is the responsi
bility of all industrialized countries, whatever their 
economic regime. 

5. It is the responsibility of the developing coun
tries adversely affected by the system in force to 
promote the reorganization of trade in accordance with 
the principles and norms set forth hereunder and, at 
the same time, to reform their economic and social 
structures in order to make fuller and more efficient 
use of their human and material resources. 

6. The United Nations Conference on Trade and 
Development to be inaugurated on 23 March 1964 was 
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convoked in response to the unanimous desire of both 
the developed and developing countries of the world. 
The Conference affords an exceptional opportunity to 
consider and seek adequate solutions to foreign trade 
and development problems. 

7. The Conference shall establish a new inter
national trade structure, and to this end it shall: 

(i) Formulate the principles and operating regula
tions that should govern international trade, for the 
essential purpose of transforming it into an effective 
instrument for the economic growth of the developing 
countries; 

(ii) Establish, under the aegis of the United Nations, 
adequate institutional mechanisms and procedures to 
ensure the implementation of the decisions of the 
Conference, particularly the systematic, full and 
continuing consideration of the trade problems of 
developing countries; and 

(iii) Adopt concrete measures that will contribute, 
within the shortest possible period of time, to increase 
the foreign income of developing countries. 

8. With reference to the principles and operating 
regulations that should govern a more equitable 
system of international trade, Latin American coun
tries shall promote in particular those set out below. 

The new structure of international trade shall be 
based on a generalized, non-discriminatory preferential 
treatment in favour of all developing countries. Such 
treatment implies establishing the following principles 
in particular: 

(i) Developing countries shall not be subject to 
reciprocity for concessions or preferences accorded 
them by the developed countries; 

(ii) The developed countries shall guarantee the 
access of developing countries to their markets on 
non-discriminatory bases. With regard to the benefits 
derived from such preferences and discriminations in 
force as are considered indispensable to maintain the 
export income of certain developed countries, they 
shall be gradually replaced by others to compensate 
for them; 

(iii) The developed countries shall accord preferen
tial treatment to the developing countries, without 
making it extensive to other developed countries; 

(iv) The developing countries which accord each 
other preferential treatment should not make it 
extensive to developed countries. Such preferential 
treatment shall be granted without prejudice to the 
rights and obligations deriving from regional associa
tions among the developing countries. 

9. In view of the prevailing disparity in growth 
among the developing countries, consideration shall be 
given by both the developed and developing countries 
to preferential treatment responding to the particular 
characteristics of the varying degrees of growth, with 
special attention to those lowest in the scale. The 
aforesaid treatment shall be based on the granting of 
special privileges on a non-reciprocity basis in regard 

to the measures adopted in connexion with the trade 
of basic export products, the export of manufactured 
and semi-manufactured goods, trade in invisible items 
and the financing of trade for development. These 
special privileges should not constitute a trade dis
crimination among developing countries, and their 
aim shall be to contribute to the solution· of their 
particular problems and to overcome the obstacles 
and limitations that beset them. 

10. The new structure of international trade should 
produce a general expansion of world trade by 
encouraging its integration through the application of 
the appropriate mechanisms and procedures to trade 
between countries at the same stage of development, 
at different stages of development and with different 
systems of economic organization. The new procedures 
and measures designed to meet the trade requirements 
of developing countries should be applied in a uniform 
manner by all the developed countries with market 
economies and, in the same way, by all the industria
lized countries with centrally-planned economies. 

11. For the entire satisfaction of trade requirements 
of the developing countries, international, financial and 
monetary policies should be in harmony with trade 
policies conducive to the reorganization of inter
national trade. To this effect, the competent financial 
agencies should be structurally reformed with the 
effective participation of the developing countries, in 
such a manner that they adjust their activities to those 
of the agencies operating in the field of international 
trade. 

12. The protectionist measures and stimulus with 
which certain industrialized countries encourage anti
economic agricultural production by generating sur
pluses cause serious damage to the economies of 
efficient producers in the process of development. 

Bearing in mind that the low food consumption 
levels constitute one of the gravest problems in develop
ment, as long as these surpluses subsist it would be 
advisable to have a Fund to facilitate their placement 
on a world scale and to finance purchases thereof by 
the nations that lack resources. 

'13. In view of the urgency of the problems that 
confront the developing countries and the insufficiency 
of their external earnings, partial or incomplete 
measures are useless, for the proposed solutions should 
be regarded as part of a single over-all international 
trade policy. 

14. Latin America is happy that millions of 
inhabitants of the developed countries enjoy increasing 
well-being and receive the benefits of culture, health, 
social security, housing and well-being in general. 
But they are filled with anguish at the conditions that 
affiict two-thirds of humanity. 

In Latin America, the domestic effort bas already 
begun. Development is sought not only in the national 
sphere but also in the vast regional zone; both require 
the expansion that is denied them. The vulnerability or 
the cause of the backwardness of Latin American 
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economies-which has been attributed to the lack of 
techniques, to the lack of capital for mobilizing the 
means of production, to the deficiencies of organiza
tion, to the reduced rate of savings, to the mediocre 
capacity of consumption-is to be found, funda
mentally, in the external sector which lacks the 
necessary earnings to cover the imports that are 
indispensable to growth, and a fair compensation for 
its exports. All this is because-in addition to restric
tions, protectionisms, discriminations and tariffs
the prices of their exports are nearly always set by the 
buyers while, on the other hand, those of imports are 
determined by the sellers. 

That is why, although there is no grave economic 
conflict between the great competing nations-and 
there may even be a substantial agreement among 
them-there is an unfair and dangerous lack of con
sideration towards the developing countries. 

In view of this circumstance, and of the opportune 
convocation by the United Nations to the international 
Conference on Trade and Development, Latin 
America, united for a hundred years in the struggle 
for freedom, turned toward democracy through the 
spontaneous and sustained will of its peoples, oriented 
by a deep moral inspiration, the friend of peace, has 
come here to Alta Gracia to seek the formulae for a 
pacific expansion and a more equitable structural 
reform of international trade. 

None of the demands it has been agreed to put 
forward is exclusively for itself. All the decisions taken 
at Alta Gracia also apply to developing countries in 
Europe, Africa, Asia and Oceania. That is why Latin 
America ratifies the Declaration of the developing 
countries, approved by the General Assembly of the 
United Nations at its eighteenth session. It assumes its 
responsibilities as a whole, and adds its efforts to 
those that the other developing countries are making 
to attain their common objectives. 

Latin America is convinced that an essential element 
for the success of this Conference lies in the common 
denominators that can sustain a concerted action 
with the developing countries in other areas of the 
world. Con~istent with this objective, we have pro
posed to establish a mechanism of co-ordination, not 
only to ensure a common Latin American front, but 
also to achieve unified action in the benefit of all 
the developing countries. 

Latin America is not going to Geneva with a dogma 
or with a warning. It is contributing an objective 
criterion regarding the problems of international trade 
in relation to development. It has had a long-suffering 
experience. And it is going to persuade, sure of its 
justice but always ready to listen to different opinions 
if they are inspired in truth and in good international 
relationships. 

Latin America realizes that a more equitable dis
tribution of wealth among nations is a moral impera
tive that cannot be disregarded, for the prevailing 
unfair international trade conditions are a grave threat 
to peace among the nations. 

Latin America trusts that the representatives of all 
the nations of the world, conscious of the grave 
responsibilities of this historic hour, will contribute in 
a positive manner to the achievement of genuine inter
national solidarity in Geneva. 

II. CONCLUSIONS 

The representatives of the Governments of the 
Latin American countries also agreed to the following 
conclusions on specific points of the Agenda of the 
Committee of Experts on Latin American Trade 
( CECLA) meeting: 

A. BASIC EXPORT COMMODITIES OF LA TIN AMERICA 

1. Any measures adopted by the Governments of 
developing countries for the purpose of regulating the 
ownership, exploitation, processing and marketing of 
their natural resources, to meet their needs in improv
ing economic, social or national security conditions, 
should not meet with obstacles or reprisals on the 
part of developed countries, provided such measures 
are adopted pursuant to the constitution and laws of 
the country that has taken the measures concerned. 

2. The developing countries should share in
creasingly in the benefits of technological progress, as 
a means of promoting their economic development; 
however, when their traditional trade flows are 
disturbed by the production of synthetics as sub
stitutes for commodities, the developed countries 
should take steps to offset these effects by co-operating 
with the developing countries in the search for appro
priate solutions. 

3. Commodity agreements should have as their 
objective the stabilization of the prices of products at 
an adequate level of parity with the prices of industrial 
products imported by developing countries. 

4. Consumer countries should co-operate with 
producer countries in the establishment of financing 
funds, within the framework of international organiza
tions for commodities, intended to ensure the correct 
implementation of programmes for the control and 
diversification of production and the application of 
export quotas. 

5. Developing countries may use the agents best 
suited to their form of foreign trade, whether private, 
mixed or State-operated institutions. 
(a) Tropical commodities 

1. The high internal taxes that the industrial 
countries normally apply to the consumption of tropi
cal commodities severely limit expansion of demand, 
and deprive the developing countries of valuable 
opportunities to increase their exports. Consequently 
the aim should be to abolish these taxes no later than 
31 December 1965. 

2. The customs duties that the industrial countries 
apply to imports of such tropical commodities should 
also be abolished by 31 December 1965. Similarly, 
all forms of discrimination against exports of tropical 
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commodities from Latin America should also be 
abolished by the same date. The abolition of charges 
and discriminatory measures should also apply to 
products manufactured from basic tropical materials. 

3. The customs duties and internal taxes imposed 
by industrial countries on final products containing a 
high percentage of tropical raw materials exported by 
the developing countries should be reduced to a 
level that will not hamper the expansion of the 
industrial activity concerned in the country of origin, 
and will contribute to the expansion of internal 
demand in the importing country. 

4. As soon as possible, a detailed study by experts 
should be undertaken on the reasons for the high costs 
in some industrial countries of processing and market
ing certain tropical products exported by Latin 
America, with a view to suggesting measures to avoid 
mark-ups considered as excessive. 

5. It is essential that the developed countries sup
port the negotiation of appropriate agreements on 
tropical products, always provided that they have the 
basic aim of promoting the development of exporter 
countries currently in the developing stage and of 
those that may be incorporated into the export market, 
endeavouring to establish more favourable terms of 
trade. 

(b) Temperate-zone agricultural commodities 
1. The developed countries should undertake to 

modify their agricultural policies which, through such 
action as price mechanism, different types of import 
restrictions and discriminatory treatment of all kinds, 
are the cause of distortions in the present structure of 
world production and trade, such modifications to be 
effected by means of the abolition of protective 
measures in favour of their agricultural production 
that cause such distortions. 

For this purpose, the first stage should be the setting 
of an over-all ceiling on the different forms of pro
tection in order to bring about an improvement in the 
external purchasing power of the developing countries 
and thereby enable them to achieve their economic 
and social growth targets. The ceiling should be en
forced before 31 December 1965, after which time 
the developed countries should carry out a programme 
of progressive reductions in the different forms of 
protection with a view to their complete elimination 
within the United Nations Development Decade. 

In addition, quantitative restrictions and internal 
taxes applied to the trade of the developing countries 
should be abolished before 31 December 1965. 

Similarly, subsidies for exports of agricultural 
commodities should be abolished by the same date. 

2. The disposing of agricultural surpluses on special 
terms should not be effected at the expense of the 
export opportunities and intra-regional trade of the 
developing countries or of the agricultural develop
ment prospects of the countries receiving such sur
pluses. 

International co-operation in regard to commodities 
should, in fact, be replaced by financial assistance in 
order to increase the purchasing power of recipient 
countries to buy their agricultural supplies where it 
best suits them. This will give the disposal of surpluses 
a completely multilateral character which, in con
junction with the elimination of subsidies, will con
tribute to a better distribution of agricultural pro
duction, through a world fund which would not be 
subject to the limitation of current programmes, in the 
administration of which the countries concerned in 
each programme and the traditional supplier countries 
would participate. 

Until the foregoing solution becomes effective and 
so long as surpluses applicable to international 
co-operation programmes are available, their disposal 
may be undertaken provisionally in the same manner 
as at present, so that they may not adversely affect 
present recipient countries. 

3. In the case of commodities with low-income 
elasticity of demand of which there is an excess supply, 
commodity agreements could, without prejudice to the 
foregoing recommendations, contribute to improving 
world trading conditions. To be effective, such agree
ments should conform to the following general guiding 
principles, with due regard for the type of product 
concerned: 

(i) In some cases the price paid for imported 
products and those produced domestically should 
be fixed at an appropriate level between the prices 
prevailing in the main high-cost and low-cost pro
duction areas. 

(ii) In establishing prices, account must be taken 
of the interrelationship of the different products and 
the risks of substitution. In some cases this would 
involve the conclusion of multi-commodity agree
ments. 

(iii) Any limitations imposed on supplies should 
not be based on the assumption that the developing 
countries are prepared to accept the present dis
torted structure of world agriculture, but should 
ensure that these countries achieve a volume of 
exports that is sufficient to meet their own develop
ment needs. 

(iv) Any increase in consumption that is achieved 
in the future should primarily benefit the non
subsidized producers, with a view to drawing 
progressively closer to what may be regarded as a 
rational structure for world production. 

(c) Mineral ores and fuels 

I. The industrialized countries should abolish the 
measures of protection and discrimination of all kinds 
applied to basic commodities of mineral origin and 
fuels from the developing countries. 

These objectives should be achieved within the 
United Nations Development Decade. In any case, 
gradual liberalization should be initiated before 
31 December 1965, by which date customs duties 
should have begun to be lowered and quantitative 
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restrictions and internal charges imposed on such 
products should have been abolished. 

Meanwhile, in order to avoid expanding the applica
tion of protectionist or restrictive policies, industria
lized countries should adopt policies to discourage 
investments in their own countries intended to produce 
minerals that can be imported, under more advan
tageous economic conditions, from developing coun
tries. 

2. The foregoing commitment should be extended 
to intermediate products of mineral origin in order to 
encourage a higher degree of processing of the basic 
materials in the country of origin and to enable them 
to be sold directly on the world market. 

3. The Governments of the developed countries 
and international financing organizations should 
support the concession of medium-term and long-term 
loam to private, mixed and State-operated domestic 
enterprises in developing countries for the prospecting, 
mining, processing, andfor marketing of their own 
fuel and mineral resources. 

4. The support of the developed countries is 
essential to the conclusion of suitable agreements on 
this type of commodity, provided always that such 
agreements are necessary to raise prices or to maintain 
them at a higher level for the purpose of increasing 
to the maximum the foreign exchange earnings of the 
developing countries. 

5. Supplies of mineral ores and metals, including 
those deriving from strategic reserves stockpiled in the 
developed countries, should be disposed of in accord
ance with international regulations designed to ensure 
that there is no dumping, that the prices of the com
modities in question are not reduced and that world 
trade is not distorted to the detriment of exports from 
the developing countries. 

Countries having reserves of minerals and metals 
should participate in the agreements and in the inter
national organizations that regulate the market to 
establish marketing arrangements thereon. 

B. EXPORTS OF MANUFACTURES AND SEMI-MANUFACTURES 

1. The developed countries should accord pre
ferential treatment, on a non-reciprocal basis, to 
imports of manufactured and semi-manufactured 
products from the developing countries. The prefer
ences should be granted by all the developed countries 
in favour of all the developing countries, in accordance 
with the following provisions: 
(a) Provisions applicable to finished manufactured 

products 
(i) The industrialized countries should. forthwith 

grant entry, free of duties and other charges of 
equivalent effect, to imports of all finished manu
factured products from the developing countries, 
whenever such imports represent, for each product, 
not more than 5 per cent of the domestic consumption 
of the importing country concerned. Moreover, any 

industrialized country may grant similar preferences to 
imports exceeding the above-mentioned limit without 
extending them to other industrialized countries, 
providing that they apply them to imports from all 
the developing countries. 

(ii) The duty-free import quotas referred to in 
conclusion (i) will not include imports from developing 
countries which already enjoy previously established 
preferences, without prejudice to the provisions laid 
down in point 7. 

(iii) Imports from the developing countries that 
exceed the limits indicated in conclusion (i) shall be 
subject to the relevant tariffs and to the application, 
when appropriate, of the most-favoured-nation clause. 
(b) Provisions applicable to semi-manufactured pro-

ducts 
1. The developed countries should, during the 

period provided for in the Development Decade, have 
gradually reduced and abolished the tariffs on imports 
of semi-manufactured products from the developing 
countries. This process of gradual liberalization should 
be initiated before 31 December 1965. 

2. In giving effect to the foregoing conclusions, 
the developed countries should determine the measures 
required to adapt their production pattern so as to 
increase the purchase of semi-manufactured and 
manufactured products from the developing countries, 
thereby co-ordinating their trade in manufactured 
goods with the countries concerned. 

3. To ensure that the benefits of the preferences 
referred to in point 1 actually reach those developing 
countries which are at a relatively less advanced stage 
of development, these preferences will have to be 
supplemented by: 

(i) The formulation of special programmes of 
international technical and financial assistance to 
enable such countries to make effective use of the 
preferential treatment granted to them and to 
convert it into a flow of industrial exports to the 
developed countries. In the case of the developing 
countries that are in the process of economic integra
tion, these supplementary programmes should be 
preferably carried out through the regional institu
tions they have established. 

(ii) The relevant organs of the world trade 
organization that may be created by the Conference 
must periodically evaluate the extent to which such 
preferences are proving to be of benefit to the 
majority of the less-developed countries; if necessary, 
they should suggest further suitable ways of extend
ing such benefits to those countries which, because 
of their relatively less advanced stage of develop
ment, have not succeeded in availing themselves 
fully of the opportunities offered by the preferential 
treatment they receive. 
4. In all the negotiations providing for tariff 

reductions in respect to manufactured products that 
may be conducted between countries or groups of 
countries prior to the entry into force of the agreements 
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of the United Nations Conference on Trade and 
Development, the following principles should be 
borne in mind: 

(i) Products of particular importance for the 
export trade of the developing countries should in 
no case be included among the exceptions that may 
be made; 

(ii) Full advantage should be taken of the system 
of linear negotiations to introduce, concurrently 
with any tariff reductions for finished products, at 
least equivalent tariff reductions for items at an 
earlier stage of processing; 

(iii) No restrictions of any kind should be applied 
that might tend to limit the benefits to be expected 
from the tariff reductions in question. 
5. The adoption by the developed countries of 

measures favourable to the developing countries 
should not be conditional upon reciprocal concessions 
by the latter. 

6. The developed countries should eliminate 
quantitative restrictions and charges other than 
existing customs duties in respect to semi-manufactured 
products for final use or consumption, and should 
undertake not to establish new barriers that would 
lessen the efficacy of the concessions accorded. 
Similarly, they should eliminate any other discrimi
natory measure hampering or preventing the free 
access of manufactured products from developing 
countries to the markets of the industrialized coun
tries. 

7. Steps should be taken forthwith to eliminate the 
preferences granted to some of the under-developed 
countries by certain developed countries, provided 
that these preferences have not already led to the 
creation of trade flows. When such trade flows have 
been established, the developed countries should limit 
the application of preferences to the volume of trade 
attained in the last few years, without prejudice to the 
gradual reduction and eventual elimination of such 
preferences. 

8. As regards other obstacles to the export of 
manufactured and semi-manufactured products by 
the developing countries, suitable mechanisms should 
be established to ensure that trade restrictions originat
ing in trusts, cartels and patents do not defeat the 
aims of the different measures to promote the export 
of industrial products by the developing countries. 

Legislation and contracts covering the use of patents 
should not hinder or impede exports of the products 
resulting from the use of such patents to any con
sumer market, in order to avoid restricting the process 
of industrialization and diversification of exports from 
less-developed countries and their efforts toward 
regional integration. 

9. Having regard to the need for expediting the 
industrial growth of the developing countries so as to 
enable them to diversify their foreign trade in the 
shortest possible time by exporting manufactured and 
semi-manufactured products, the developing and the 

industrialized countries should make every effort to 
create within the United Nations a specialized agency 
for industrial development. 

C. TRADE IN INVISIBLE ITEMS 

The present situation in the field of invisible trade 
services indicates the need for the Governments of the 
developed countries to participate more directly in 
the aforesaid field with a view to the acknowledgement 
of the necessity for an initial preferential treatment on a 
non-reciprocity basis, that would favour the structural 
reform of the national and regional services- of such 
countries, and permit greater agility in conducting 
their foreign trade policy. 
(a) Transports 

In order to establish the bases for bridging the gap 
between developed and developing countries, the 
economic solidarity demanded by the international 
community for its development requires the validity 
of all measures tending to promote the national 
transport services of the developing countries and to 
permit the aforesaid countries to make maximum use 
of their capacity for transporting the goods that are 
the object of their foreign trade. 

I. It should be recognized that the expansion of 
the national or regional merchant and air fleets of 
developing countries is a factor of importance for their 
economic growth, as well as their right to promote and 
stimulate their existing merchant and air fleets or 
those they are about to form for this purpose. 

2. The principle of preferential treatment for 
developing countries, on a non-reciprocity basis, in 
all matters relating to transport, should be established. 

3. Developing countries should have the right to 
arrange for the maritime and air transport of their 
trade cargo by the media that suit them best for the 
diversification and expansion of the market, stability 
and improvement of prices and completely un
obstructed freedom of transit for such cargo, creating 
to this end the most suitable means and conditions in 
order that national and regional demand for transport 
services arises and is put into practice in an organic 
manner in harmony with the requirements of the other 
developing countries. 

In this respect, "non-discriminatory" is understood 
as meaning that the developing countries adopt 
measures to ensure that the transport of goods of their 
own foreign trade is carried in a more significant 
proportion than at present, by national transport, 
particularly on waterways. 

4. A system. should be created to ensure that, by 
means of international agreements, the Governments 
of the developing countries shall: 

(i) Take an active part in the decisions that affect 
the conditions and prices of water and air transport 
in accordance with the national characteristics of 
production and marketing and development require
ments, and 
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(ii) Conclude agreements leading to a control of 
the strict fulfilment of the aforesaid conditions, both 
as regards the freight costs of the goods and the 
discriminatory measures that prevent the com
petition among the fleets of developing countries. 
5. The preferential treatment that the developed 

countries give to manufactured or semi-manufactured 
\ goods of the developing countries should be com

plemented with favourable measures and compensations 
in the matter of transport-particularly water transport 
-in order to forestall the annulment on limitation of 
the aforesaid preferential treatment. 

6. The international measures of co-operation for 
the establishment of conditions favouring the expan
sion of the merchant fleets of the developing countries 
might include provisions for ensuring that a sub
stantial part of the trade cargo be transported by their 
ships, and for any form of assistance, even when they 
can give rise to the conclusion of bilateral or multi
lateral agreements or treaties. 

7. Regular shipping services-as direct as possible 
-among developing countries, as well as between 
them and potential purchasing centres should be 
instituted, with a view to ensure the stability of the 
services in benefit of the trade of developing countries. 

8. Furthermore, the principle of more extensive 
freer transit for the land-locked developing countries, 
in order that they may have free access to regional and 
international trade, under all circumstances and for all 
types of goods, should be recognized in the measures 
recommended in the matter of water transport. 

9. In their assistance programmes for developing 
countries, the developed countries should not include 
clauses that contradict the need of developing coun
tries for protection to their merchant fleets. 
(b) Insurance and reinsurance 

10. The developing countries should have an 
increasing share in the international transactions 
ljCsulting from insurance and reinsurance in the 
interests of their balance of payments. In exercising 
this right, those countries might adopt measures not 
subject to reciprocity or to the qualification of dis
crimination, to promote the strengthening and the 
expansion of the national insurance markets and the 
extension of their capacity of retention. 

11. In their assistance programmes to developing 
countries the developed countries should not include 
clauses that contradict the need of these countries to 
protect their insurance and reinsurance activities. 

12. Regional reinsurance entities should be set up 
in order to concentrate and redistribute among the 
member countries the diversified risks by location or 
kind and with a view to the massive retrocession of 
technical surpluses to the traditional reinsurance 
markets, on the condition of reciprocity. 

13. Standard clauses should be used internationally 
in maritime, land and air transport insurance policies, 
and insurance and reinsurance statistics in general 
should be standardized and exchanged. 

(c) Tourism 
14. Tourism should be directed toward the de

veloping countries through the adoption of measures 
such as raising the existing levels of foreign currency 
assigned for journeys abroad in the developed coun
tries, simplification of formalities in the matter of 
journeys, and the establishment of technical assistance 
programmes for tourism and financial assistance to 
improve the tourist equipment of the developing 
countries. This action should give special stimulus to 
the co-ordinated efforts to promote tourism on a 
regional scale so far lacking in the aforesaid countries. 
(d) Industrial property 

15. The studies by the competent international 
agencies should be intensified with reference to 
industrial property, special attention being paid to the 
impact of the transfer of royalties on the balance of 
payments in developing countries. At the same time, 
consideration should be given to the matter at the 
United Nations Conference on Trade and Develop
ment in accordance with the recommendations of the 
United Nations Organization, complemented by the 
available studies. 

D. GEOGRAPHIC DIVERSIFICATION OF TRADE 

The countries in the course of development have 
the right to diversify their export markets to the 
maximum in order to accelerate the expansion of their 
foreign trade, as an instrument in their economic 
development. Both the developed and the developing 
countries should adopt the necessary measures to 
achieve the effective enforcement of this principle. 

Should the groups of developing countries decide to 
establish adequate inter-governmental agencies to 
negotiate and carry out trade operations with the 
countries with centrally-planned economies, or with 
countries from other areas and economic groupings, 
thus canalizing the intensification of multilateral trade 
among countries of either group, the countries with 
which it is desired to negotiate and trade would have to 
facilitate the use of these agencies. 
(a) Trade with the centrally-planned economies 

1. The socialist countries should undertake to 
establish quantitative targets for trade with the 
developing countries, and include them in their long
term plans and short-term policy decisions concerning 
foreign trade. These targets should be compatible with 
the trade requirements of the under-developed coun
tries, and will form part of the new framework 
envisaged for the expansion of international trade, 
conducive to a more rational distribution of world 
production and trade in respect to certain products. 
In the case of manufactures and semi-manufactures 
where specially favourable procedures to encourage 
exports from the developing countries to the indus
trialized economies are required, the establishment of 
these quantitative targets should be accompanied by 
preferential systems in favour of the developing 
countries. 
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In every case, the developed socialist countries 
should grant the developing countries access to their 
markets, financing arrangements and other oppor~ 
tunities on terms not less favourable than those the 
developing countries are seeking to obtain from 
the industrialized market economies, as one of the 
objectives of the United Nations Conference on Trade 
and Development. 

2. The countries with centrally-planned economies 
should endeavour to conduct their operations in con
vertible currencies and on a non-discriminatory basis, 
and to expedite, in the immediate future, the adoption 
of measures whereby balances deriving from trade 
operations with the under-developed countries can be 
made transferable from one country with a centrally
planned economy to another. 

(b) Promotion of trade among the developing countries 
I. If real advantage is to be taken of the developing 

countries' reciprocal trade potential, preferential n-1les 
and principles specially design~d to serve this end must 
be adopted. Developing countries should be free to 
grant one another concessions that need not be ex
tended to the industrialized countries, in view of their 
need to satisfy their own requirements for the period 
of transition that developing countries need for the 
promotion of their exchanges of goods and services. 

2. Before these preferential regulations are formu
lated in specific terms, the developing countries, in order 
to forestall difficulties of various kinds that might be 
caused by the indiscriminate extension of special 
preferences, should make an over-all study of the 
principles and procedures that might prove most 
efficacious in encouraging their reciprocal trade; 
special attention should be given to this subject by any 
relevant institutional mechanisms emanating from the 
United Nations Conference on Trade and Develop
ment, as part of the reconstruction of world trade that 
should be its ultimate aim. 

3. The preferences accorded to certain developed 
economies by specific developing countries should be 
abolished at the earliest possible date, and at the same 
time the establishment of new preferences of this kind 
should be prevented. 

4. With international co-operation, an attempt 
should be made to examine and eliminate the problems 
and practices that militate against the trade of the 
developing countries, such as difficulties of com
munication and transport between areas in the process 
of development, lack of trade, banking and other 
mechanisms or ties, etc. 

5. Special consideration should be devoted to · 
illiquidity problems, which particularly affect the 
developing countries, and would hamper their reci
procal trade if principles of unconditional multi
lateralism were applied. The bilateral trade and 
payment agreements could be utilized as instruments 
of transition leading to a new flow of trade between 
developing countries, until such a time as it is possible 
to adopt a fully multilateral regime in economic 

transactions, and so long as the aforesaid agreements 
do not impair the traditional flow of interchange. 
(c) Regional integration and Latin America's foreign 

trade 
1. The regional economic integration of the 

developing countries should be promoted and their 
extra-regional and intra-regional trade should be 
expanded, with due regard for the special features of 
the development of the various countries concerned, 
as an effective way of ensuring a sustained growth with 
equal opportunities for each of the countries con
cerned. 

2. International co-operation for the technical and 
financial strengthening of the institutions of integration 
of the developing countries should be obtained, with a 
view to expediting the fulfilment of their functions and 
the attainment of their objectives. 

3. Care should be taken to see that, in the remodel
ling of the instruments under which world trade is 
conducted, priority is assigned and sufficient flexibility 
imparted to the regulations and procedures required 
for the implementation or consolidation of the 
economic integration processes of the developing 
countries. 

4. The co-operation of international agencies 
should be obtained for studies of specific sectors and 
activities in which regional integration and comple
mentary industries may be promoted, as well as to 
determine which products might bring about the 
establishment of free sectoral markets. 

5. Instruments for facilitating and expanding 
financing of interchange should be promoted and 
systems of payment within the regional economic 
integrations of the less-developed countries perfected 
with a view to expanding their trade. 

6. Every effort should be made to ensure that the 
scope and effects of the economic integration of 
developing countries are fully understood, in order to 
prevent certain forms of intervention on the part of the 
industrialized countries which might reduce or offset 
the expansion of inter-regional trade resulting from 
integration processes, or might affect the implementa
tion of the policies concerned. 

E. FINANCING OF TRADE AND DEVELOPMENT 

1. The industrialized countries should recognize 
their responsibility for helping to provide the inter
national funds which, in combination with the 
maximum domestic savings effort that the less
developed countries can reasonably be expected to 
make, will permit them to accelerate their capital 
formation process, which is a determining factor of 
economic development, to achieve a rate of growth 
that will reduce the disparity between their income 
levels and those of industrialized countries. Their 
minimum contributions should be sufficient to bridge 
the gap between estimated import requirements of the 
developing countries and the prospects for the expan-
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sion of their capacity to import. Industrialized coun
tries should participate in this effort, contributing an 
adequate, fair proportion of their respective gross 
domestic products. Developing countries should en
deavour to achieve the utmost diversification of the 
sources of external financing. 

2. Multilateralism should, as far as possible, be 
the guiding principle followed in external financing 
arrangements with respect to amounts, mode of pay
ment and procedures, which should be adjusted to 
development programmes (sectoral, national or 
regional) with due allowance for the special develop
ment characteristics and requirements and for the 
present levels and differing rates of growth of devel
oping countries. 

Consequently, external aid should not be channelled 
entirely toward the financing of specific projects, nor 
should it be contingent upon purchases by the borrower 
country from the country providing assistance. Pro
vision should also be made for the possibility of partly 
or totally financing the local cost of the specific project 
or development programme for which funds are 
needed. 

3. External financial co-operation should take into 
account the present cost, in the form of amortization 
and interest, of the foreign indebtedness of under
developed countries, so that the amount of the 
resources earmarked for servicing their obligations 
does not. exceed a reasonable proportion of their 
respective capacities for payment, to the end that such 
co-operation may contribute more effectively toward 
economic growth. In view of the foregoing, inter
national financing agencies, as well as the Governments 
and institutions of developed countries, should effec
tively contribute to a revision of the terms for the 
foreign debts of developing countries on a basis oflong 
maturity periods and low rates of interest. 

4. Efforts should be intensified and resources 
increased, particularly by international organizations, 
to provide countries, on 1:'equest, with such. technical 
assistance as will enable them to expedite their develop
ment and to use whatever external resources are made 
available to them with the maximum degree of 
efficiency. This technical assistance should be directed, 
where possible, toward the adoption and development 
of techniques and methods compatible with the 
structure of the resources of the recipient country. 

5. An indispensable step is to establish appropriate 
mechanisms whereby, through non-reimbursable trans
fers, developing countries may be compensated for any 
future damage to their interests that may result from 
the deterioration of their terms of trade. 

6. The compensatory credit system put into 
operation by the International Monetary Fund since 
February 1963 constitutes a definite step towards the 
solution of short-term financing problems, but it needs 
changing if it is to fulfil the hopes of developing coun
tries. In this context, it would be advisable to adopt the 
following modifications: 

(i) In determining the magnitude of the decline 
in export earnings, more importance should be 
attached to their behaviour trends in the three-year 
period preceding the year in which the decrease 
takes place than to projections of exports for the 
two years immediately following it; 

(ii) An exception should be established whereby 
compensatory credits are treated as completely 
independent of the structure of the gold tranche and 
of other successive credit tranches, so that the fact 
of obtaining compensatory credits neither directly 
nor indirectly militates against a member's chances 
of obtaining a current credit; 

(iii) The amount aiiocated by the Fund to com
pensatory financing over and above its current trans
actions, should be increased from 25 to 50 per cent 
of the member country's quota; 

(iv) In the event of a persistent decline in export 
earnings, facilities should be provided for extending 
the maturity date or transferring the debt to another 
international institution as a long-term credit. 

7. Direct compensatory financing should be applied 
in the event that it were possible to determine clearly 
the adverse effects of the deterioration of export market 
prices due to countries possessing accumulated 
reserves having marketed them, disregarding existing 
regulations and agreements. 

8. Problems relating to insufficient international 
liquidity cannot be approached from the standpoint of 
the situation of the industrialized centres alone; the 
position of the developing countries should also be 
taken into consideration and, in their case, rather than 
transient circumstances, basic problems are involved, 
the solution of which will entail fundamental changes 
of direction in world trade flows. 

To this end, developing countries should participate 
in the studies and decisions relating to these problems. 

9. The lack of an adequate credit instrument for 
· promoting exports from developing countries con
stitutes a factor that decisively limits their competitive 
capacity vis-a-vis exports from the industrialized 
countries. Increased availability of international credit 
through the appropriate mechanisms is therefore con
sidered necessary for the financing of exports of 
developing countries, especially those requiring 
medium- and long-term financing. Similarly, with the 
financial co-operation of the developed countries, 
credit insurance systems should be established to 
cover, where possible, all the risks to which the 
exports of the developing countries are exposed. 

With the same end in view, the industrializedcoun
tries should facilitate the establishment of uniform 
export credit financing and insurance practices to 
encourage such exports from developing countries, 
and co-ordinate them with the international financing 
mechanisms which, by means of appropriate credit 
systems, can strengthen-as one agency is already 
doing on a limited scale-the competitive capacity of 
the developing countries. 
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The financing of the programmes and investments 
of developing countries should be arranged on terms 
that will allow it to be used for the pQrchase of 
manufactured goods in developing countries, including 
the recipient, provided that the goods so purchased 
form part of the investment financed and that pro
vision is made to ensure strict observance of the basic 
rules of competition as regards price, quality and 
delivery deadlines. 

10. The industrialized countries should adopt 
policies designed to standardize the use of suppliers' 
credit in the short- and medium-term financing of 
exports, and aiming at more favourable terms for the 
importer-with regard to time-limits, rates of interest 
and other requisites-than have been in force hitherto. 
This will prevent the terms of payment from con
stituting a determinant of the direction of international 
trade flows, to the detriment of basic considerations of 
price, quality and delivery deadlines. 

11. It is highly desirable that the international 
financial organizations should modify their credit 
policies, extending the maturity dates and improving 
the conditions for according such aid, in order that they 
may make fuller use of their reserves and of any new 
resources received on behalf of the developing coun
tries. 

It is likewise desirable that such organizations 
should give their support to developing countries, on 
request, to facilitate their access to international capital 
markets. Similarly, in the decisions of such organiza
tions developing countries should participate to a larger 
extent than that determined exclusively by the amount 
of their contributions. 

F. THE INSTITUTIONAL STRUCTURE OF WORLD TRADE 

1. An international organization within the United 
Nations system should be set up as expeditiously as 
possible and within an appropriate period, as 
demanded by the circumstances, to deal with world 
trade problems and, more particularly, to meet the 
needs of development. This new organization should 
have a membership open to all countries, it should 
have sufficient authority to guarantee the fulfilment of 
the decisions of the United Nations Conference on 
Trade and Development and of the United Nations 
itself in the field of world trade and development, and 
it should be capable of providing, on a permanent 
basis, the main impetus of all activities relating to 
world trade regarded as a means of economic develop
ment. 

2. Until such time as the instruments for setting 
up a permanent organization of this kind have been 
perfected, it is essential to establish immediate-action 
bodies with, as their central organ, the United Nations 
Conference on Trade and Development, which would 
convene within one or two years. The Conference 
would have a standing committee and a permanent 
and qualified secretariat, as well as its own budget, 

and ad hoc committees as required, all of which 
would work in close co-operation with the Economic 
and Social Council and with the regional economic 
commissions of the United Nations, to promote 
the critical evaluation, revision and, in due course, 
the co-ordination of the world trade and development 
activities of the other international bodies acting 
in this field. This analysis should identify areas of 
duplication or inconsistency, together with any gaps 
or shortcomings in the work of these bodies, in 
order to prepare for their gradual and smooth integra
tion within a new structure. The committees would also 
further the groundwork for a future trade organiza
tion, while in the meantime formulating, as necessary, 
practical rules directed towards ·implementing the 
trade policy that emerges from the principles adopted 
by the United Nations Conference on Trade and 
Development. A number of committees would operate 
under the direction of the Conference, including: 

(a) A committee concerned with the relations 
between the developed and developing countries, 
which would speedily transform the decisions of the 
Conference into a special agreement that would 
govern the trade relations between the two groups of 
countries. This committee would also be responsible 
for studying the appropriate mechanisms to com
pensate for the deterioration in the terms of trade. 

(b) A committee concerned with the relations be
tween State-operated and market economy countries. 

(c) A committee which would operate in close 
contact with the regional commissions of the United 
Nations, concerned with strengthening the bonds and 
solidarity among developing countries as a whole, 
especially between the various continents. 

(d) A committee responsible for advising the 
standing committee on different aspects of the critical 
evaluation, revision and co-ordination of the inter
national trade activities pertaining to other inter
national organizations. Such advice should identify 
the areas where duplication or divergence exists, as 
well as the gaps and inadequacies in the action of such 
organizations, with a view to promoting their pro
gressive integration or harmonization in a new 
mechanism, and in the preliminary work toward the 
future trade organization. 

3. During the period in question, GATI, as the 
negotiating body between its present Contracting 
Parties, should continue to concern itself with pro
moting world trade within its present sphere of com
petence, having regard to the general guideline 
approved by the Conference. 

4. These conclusions do not presume to pass 
judgement in advance on the various proposals or 
alternatives submitted or to be submitted to the 
United Nations Conference on Trade and Develop
ment for the purpose of establishing a new inter
national structure to meet the aspirations and the 
problems of developing countries. 
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Chapter 1 

A REVIEW OF TRENDS IN WORLD TRADE 

I. This chapter provides a brief account of the 
major trends in world trade in recent years, with 
emphasis on the international trade of the develop· 
ing countries whose problems constitute the core of 
the economic issues currently before the United 
Nations. The basic trade data upon which it draws 
ar~ set out in a separate document 1 prepared for the. 
United Nations Conference on Trade and Develop-

• This study is part of a series of papers which was prepared in 
the Bureau of General Economic Research and Policies of the De
partment of Economic and Social Affairs for the use of the Confer
ence. This series of papers consists of (a) "International trade and 
its significance for economic development ", (b) " International 
commodity problems", (c) "Trade in manufactures and semi-manu
factures ", (d) " Finance in international trade ". The papers are to 
be found in Volumes VI, III, IV, and V respectively. 

' United Nations, " Handbook of International Trade Statistics " 
(mimeographed document E/CONF.46/12/Add.J). 
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ment. The chapter does not discuss policy issues 
beyond drawing attention to the most salient among 
them. A more detailed analysis of the trends in 
primary commodity trade and in the trade in manu
factured goods, as well as of the relevant policy issues, 
is presented in some of the chapters that follow. The 
present chapter is designed to serve simply as a concise 
introduction to the basic trade data and to those more 
specialized chapters. 

OVER-ALL TRENDS 

2. World trade has, on the whole, been quite buoy
ant in recent years. There have, of course, been 
occasional setbacks; for example, it suffered a decline 
in 1958 as a result of the downturn in economic 
activity in the United States and a pause in aggregate 
production in western Europe. But the setbacks have 
been few and invariably of short duration, and the 
flow of trade has fairly quickly regained its momentum. 
The large volume of statistical information that has 
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TABLE 1-1 

World: Value of exports, by exporting country group, 1950-1962" 

Exporting country group 

World 
Developed market economies 
Developing market economies 
Centrally-planned economies . 

Index, 1962 

1950 1955 1960 
=100 ~100 =100 

228 
251 
150 
353 

152 
158 
122 
187 

110 
111 
106 
115 

Source : See United Nations, "Handbook of International Trade Statistics" 
(mimeographed document E/CONF.46/12/Add.l). 

a F.o.b. values. "Special category" exports of the United States are ex
cluded. Components do not always add to totals because of rounding. 
Country coverage is as follows: 

now become available clearly indicates that the trend 
in world trade has been markedly upward. Thus, in 
the span of twelve years between 1950 and 1962, the 
value of world exports more than doubled. More 
precisely, the value of exports rose during this period 
from $60.9 billion to $138.5 billion, or by 128 per 
cent.2 As an average compound rate, this represents 
an increase of 7.1 per cent per annum. 

3. The expanding flow of world trade in recent 
years is in marked contrast to the sharp contraction 
recorded during the pre-war years. In the decade 
following 1928 which witnessed a severe world-wide 
depression and the growth of autarkic tendencies in 
several countries, world exports shrank to a very low 
level. The outbreak of the war in 1939 provided a 
further jolt to international commerce. It was not 
until 1948 that world exports regained the level reached 
two decades earlier.3 

4. The post-war years, fortunately, have been free 
from the upheavals of the nineteen-thirties. The world 
economy, in fact, has been expanding vigorously, 
aided in no small measure by governmental policies 
which everywhere have been enlarged and strengthened 
not only to make depressions a thing of the past but 
also to ensure economic growth. It is this vigour of 
over-all expansion of the world economy which has 
provided the principal impulse for the growth of 
world trade. An additional contributory factor has 
been the gradual removal of trade controls which the 
industrial countries of western Europe were compelled 
to adopt in the early post-war years in order to prevent 
pent-up demand from draining away their foreign 
exchange resources. Over the years, there has also 
been an increased flow of funds to the developing 
countries from the economically advanced countries 
which has contributed to raising the level of world 
trade. 

• Excluding " special category " exports of the United States. 
• Se:e United Nations, Statistical Yearbook, 1962 (Sales No.: 

63.XVII.l), page 153, and League of Nations, The Network of World 
Trade (Geneva, 1942) page 99. 

Percentage annual rate of growth Percentage distribution 

195().. 1950- 1955- 196().. 1950 1955 1960 1962 
1962 1955 1960 1962 

7.1 
8.0 
3.4 

11.1 

8.4 
9.7 
4.2 

13.6 

6.6 
7.4 
2.9 

10.1 

4.9 
5.2 
2.8 
7.4 

100 
60 
32 
8 

100 
64 
26 
11 

100 
66 
22 
12 

100 
66 
21 
13 

Developed market economies; North America, western Europe, Australia, 
Japan, New Zealand and South Africa; 

Cent rofly-planned economies; Union of Soviet Socialist Republics, eastern 
Europe, Yugoslavia, mainland China, Mongolia, North Korea and 
North Viet-Nam; 

Developing market economies: rest of the world. 

5. The upward trend in the world trade in recent 
years does not, however, imply that the rate of increase 
has remained unchanged. In fact, as is evident from 
table 1-1, there has been a definite slackening in the 
rate of increase with the passage of time. In the first 
half of the nineteen-fifties, the value of world exports 
rose at a rate of 8.4 per cent per annum; but in the 
second half of the decade, the rate ofincrease amounted 
to 6.6 per cent per annum; and in the early part of 
the nineteen-sixties, the rate was rather less than 
5 per cent per annum. Such a pattern of slackening 
has been evident in the developed market economies 
as well as in the centrally-planned economies. In the 
developing market economies, too, the rate of expan
sion slowed down in the second half of the nineteen
fifties; but thereafter it appears to have remained 
virtually unchanged, though at a level far lower than 
that reached in the economically advanced countries. 

6. This slowing down of the rate of increase in 
world trade is, of course, by no means surprising. In 
the first half of the nineteen-fifties, large increases 
in exports were sparked by the Korean hostilities. A 
particularly important part in shaping the trends 
during this period was played by the sharp increases 
in prices, which were high in relation to 1950 even 
after the boom was well past its peak. But there was 
a substantial shift in price trends in the latter part of 
the nineteen-fifties-indeed, as is indicated later, there 
was a sharp reversal in the case of the developing 
countries-which contributed to the slowing down of 
the mte of increase in export value. There is also the 
additional factor that in the early post-war years 
much of the world was still recovering from the 
enormous destruction brought about by the Second 
World War. The level of world trade, as well as of 
the world economic activity, with which it is intimately 
linked, was still rather low. In such a context, even a 
modest absolute expansion, signalled a comparatively 
high percentage rate of increase. But with the level 
of trade itself rising rapidly, even a larger absolute 
expansion-unless the expansion were unusually large 
-was bound to reflect a smaller percentage rate of 
increase. 
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7. It must not be concluded, however, that the 
expansion of world trade will continue to slacken 
indefinitely. If vigorous policies are pursued to 
accelerate the pace of economic growth and concur
rently to dismantle trade barriers, there is little doubt 
that world trade could expand at a higher rate in the 
remainder of the nineteen-sixties than it did during 
the period 1960-1962. In a sense, then, the recent 
slackening in the pace of world trade is a reminder 
that changing circumstances need to be matched by 
changing policies. 

8. From the standpoint of the need for appropriate 
policies, the issue that has come most to the fore is 
the fact that not all parts of the world have fared 
equally well in the post-war expansion of trade. The 
data assembled in table I-I indicate that between 1950 
and 1962, while the value of exports from the developed 
market economies rose by about 150 per cent and of 
those from the centrally-planned economies by about 
250 per cent, the value of exports from the developing 
countries increased by a mere 50 per cent. Exports 
from the developing countries expanded at an annual 
average rate which was not even half as large as that 
of the developed market economies or not even one
third as large as that of the centrally-planned econo
mies. Given these disparate rates of expansion, the 
developed market economies which already accounted 
for as much as three-fifths of total world exports in 1950 
increased their share in the total still further to two
thirds in 1962.4 The centrally-planned economies, too, 
made significant gains; their share in world exports 
rose steadily from 8 to 13 per cent during the twelve
year period reviewed here. But so small was the 
expansion of exports from the developing countries 
that their share in world exports declined steadily 

• It may be noted that among the developed market economies 
there is a group of primary exporting countries consisting of Aus· 
tralia, New Zealand and the Republic of South Africa whose share 
in world exports actually declined from 4 per cent in 1950 to 3 per 
cent in 1962. In some respects, the experience of these three countries 
in export trade has been akin to that of the large number of develop
ing economies. 

from nearly one-third in 1950 to just over one-fourth 
in 1955 and to only slightly more than one-fifth 
in 1962. 

9. The divergent experience of different country 
groups is compounded of their dissimilar trends in the 
two components, the quantum and unit value, from 
which the trends in the value of trade are derived. 
Unfortunately, the quantum and unit value data for 
the centrally-planned economies are not available. 
However, since the market economies, developed and 
developing, account for nearly nine-tenths of world 
trade, their experience reflected in the data shown in 
table l-2 may be taken as a close approximation of the 
experience of the world as a whole. 5 

10. Clearly, the increases in quantum have been a 
far more profound influence in shaping the pattern 
of value of exports than have changes in unit value. 
The total value of exports of market economies more 
than doubled between 1950 and 1962, largely as a 
result of the near doubling of the export quantum; 
the unit value of their exports increased by just over 
one-tenth during this period. The developed market 
economies, by virtue of their large share in the total 
trade, were unquestionably the dominant fact?r in 
forging these trends. For the developed economies as 
a group, an increase in unit value of 19 per cent 
reinforced an increase in quantum of 112 per cent to 
bring about a 151 per cent expansion in the value of 
exports between 1950 and 1962.6 On the other hand, 
not only was a much smaller increase recorded in 
the export quantum of the developing countries during 

• The following indices of value of exports culled from tables 1·1 
and 1·2 demonstrate that the change in the total for market eco· 
nomies provides a fairly close approximation of that in the world 
total: 

Index, 1962 

1950 = 100 1955 = 100 1960 = 100 

World • • • . . • . . . .. . .. .. .. 228 152 110 
Market economies . . . . . . . . 216 148 109 

• However the primary exporting members of this group-Aus
tralia, New Zealand and the Republic of South Africa-suffered a 
very sharp decline in their unit value of exports. 

TABLE 1-2 

Market economies: Indices or value, quantum and anit value or exports and Imports, 1962a 

Value Quantum Unit value 

1950 1955 1960 1950 1955 1960 /950 1955 1960 
Item and trading country group =100 =100 =100 =100 =100 =JOO =100 =100 =100 

Exports 

Total market economies . 216 148 109 193 147 111 113 100 99 
Developed market economies 251 158 111 212 150 110 119 104 101 
Developing market economies 150 122 106 157 137 111 96 89 95 

Imports 

Total market economies . 222 147 111 206 153 113 108 96 98 
Developed market economies 240 154 113 221 162 115 108 95 98 
Developing market economies 179 128 104 167 130 107 108 99 98 

Source : See table 1·1. 
a Exports, f.o.b.; imports c.i.f. For country coverage, see footnote a to table 1-1. 
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TABLE 1-3 

World: Annual rates of growth of value of Imports, by Importing country group, 1950-196211 

(Percentage) 

Importing country group 

Developed market economies 
Developing market economies . 
Centrally-planned economies 

Source; See table 1-1. 

a C.i.f. values. For country .:overage, see footnote a to table 1-1. 

1950-1962 

7.6 
5.0 
9.711 

this period-only 57 per cent as against 112 per cent 
recorded by the developed countries-but the unit 
value of their exports moved in just the opposite 
direction. Thus, in 1962, the unit value of the goods 
exported by the developing countries was 4 per cent 
lower than in 1950, and in relation to 1955 it was 
lower by as much as 11 per cent. This persistent 
decline in the unit value of the goods exported by the 
developing countries nullified to an extent the ex
pansion in the quantum of their exports.7 

11. As is only to be expected, world imports 
during the period 1950-1962 followed a pattern 
similar to that of world exports. Table 1-3 summarizes 
the trends in the value of imports on a c.i.f. basis. It 
should be noted that for the centrally-planned econo
mies the available data cover a somewhat shorter 
period-namely, 1951 to 1962-but the difference is 
not so significant as to affect broad conclusions. For 
the period as a whole, the value of imports rose on 
the average by 7.6 per cent per annum in the developed 
market economies and by 5 per cent per annum in 
the developing countries. But within the period, there 
was a marked tendency in both groups of countries 
for the rate of expansion to slacken. The slackening 
was particularly sharp in the developing countries 

'The reasons for the slow expansion of the export quantum of the 
developing countries and for the decline in their export unit value are 
discussed in the section of this chapter entitled " The composition 
of trade". 

1950-1955 

9.3 
6.9 
9,6° 

IJ 1951-1962. 
c 1951-1955. 

1955-1960 

6.4 
4.2 

11.8 

196()..1962 

6.2 
2.1 
5.0 

in the early part of the nineteen-sixties, owing to the 
large curtailment of imports in many of these countries 
in the face of payments difficulties. The pattern of 
import expansion in the centrally-planned economies, 
however, was rather different. Not only was their 
average annual rate of expansion, 9.7 per cent, for 
the period as a whole higher than that in the market 
economies, but it accelerated from 9.6 per cent in 
the first half of the nineteen-fifties to 11.8 per cent 
in the second half of the decade. During the period 
1960-1962, the rate did decline to 5 per cent per 
annum. This decline reflects in part the contraction 
in the imports of mainland China. In the Soviet 
Union, the annual rate of increase in imports (f.o.b. 
values) during this sub-period amounted to 7.1 per 
cent, as against 13 per cent during 1955-1960. 

12. For the centrally-planned economies, informa
tion on changes in the quantum and unit value of im
ports is not available. In the market economies, as in 
the case of their exports, the increase in quantum of 
imports was by far the major factor responsible for the 
expansion in the total value of imports (see table 1-2). 
In both the developed and developing market econo
mies, the unit value of imports rose by less than one
tenth from 1950 to 1962. The large difference in the 
percentage increase in the value of imports ofthese two 
groups of countries was therefore entirely the result of 
the difference in the rates of expansion of their import 
quanta. 

TABLE 1-4 

Developing market economies: indicators of expansion of trade, 1950-1962a 

Trade balance 

Terms as percentage of export.rC 

Trading country group oftradeb 1950 1955 1962 

Developing market ecolU)mies . 150 179 157 167 96 108 88 10 -3 -8 
Latin American republics 135 156 153 142 88 110 79 17 6 4 
Africa. 182 181 176 158 103 115 90 -13 -21 -12 
Far East. 117 182 125 179 94 102 92 13 -7 -35 
West Asia 266 245 261 227 102 108 95 22 26 29 

Source : See table 1-l. b Unit value of exports divided by unit value of imports. 
11 Exports, f.o.b.; imports, c.i.f. c No sign indicates surplus; minus sign indicates deficit. 
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13. While some broad similarities in the patterns of 
imports and exports are only to be expected, it must 
be emphasized that in the developing countries the 
trends in imports have, however, diverged significantly 
in a number of ways from the trends in exports. Indeed, 
it is this divergence which provides a clue to the un
favourable experience of these countries in world trade. 
It may be recalled that from 1950 to 1962 the unit value 
of exports of the developing countries dropped by 
about 4 per cent, while the unit value of their imports 
increased by 8 per cent. This implies that their terms 
of trade-that is, the ratio of the unit value of exports 
to the unit value of imports-deteriorated by about 
12 per cent during this period. The largest decline 
occurred in Latin America, followed by Mrica, 
the Far East and West Asia-in that order (see 
table 1-4). In marked contrast, as is implicit in the 
calculations shown in table 1-2, the terms of trade of 
the developed market economies improved by II per 
cent during the same span of time. If the primary ex
porting members of this group-Australia, New 
Zealand and the Republic of South Africa-whose 
terms of trade worsened heavily, are excluded, the im
provement for the developed market economies ap
pears to have been about 14 per cent. 

14. The opposite changes in the terms of trade of 
he developing and developed market economies stem 

TABLE 1-5 

Selected unit value and price indices of international trade, 19614 

Item 

World trade of developing market economies 

Unit value of exports 
Unit value of imports . . . . . . . . . 
Terms of trade . . . . . . . . . . . . 

Trade of developing market economies with developed 
market economies 

Unit value of exports . 
Unit value of imports~' 
Terms of trade . . . . 
Unit value of exports, excluding fuels 
Terms of trade, excluding exports of fuels 

World exportsC 

Index, 1961 
(1950 100) 

98 
109 
90 

98 
113 
86 
95 
83 

Prices of primary commoditiesd . . . . . . . 93 
Prices of manufactured goods• . . . . . . . . 126 
Ratio of prices of primary commodities to prices 

of manufactured goods . . . . . . . . . . 74 

Source•: See table 1-1 and Statistical Office of the United Nations, Monthly 
Bulletin of Statistic>. 

a Exports, f.o.b.; imports, c.i.f. Terms of trade refer to unit value of 
exports divided by unit value of imports. For country coverage, see footnote a 
to table 1-1. 

b Unit value of exports from developed market economies to developing 
market economies, adjusted to conform to c.i.f. values. 

c Excluding centrally-planned economies. 

tJ Based on price quotations. 

e Unit value index for aggregate exports of manufactured goods [Standard 
International Trade Classification (SITC) sections S-8]. 

essentially from the same set of factors. The trade flows 
of these two groups of countries are so interrelated that 
the factors which have proved unfavourable to one 
group have turned out to be favourable for the other. 
The underlying reasoning can be illustrated with the 
help of the data shown in table 1-5.8 Thus, between 
1950 and 1961, the over-all terms of trade of the de
veloping countries worsened by 10 per cent. This 
worsening in the over-all terms of trade was con
tributed entirely by the 14 per cent deterioration in the 
terms of trade of these countries with their major trad
ing partners, the developed market economies, largely 
because of the increase in the unit value of imports 
from these trading partners. 9 If exports of fuels from 
the developing countries are excluded, the deterioration 
in their terms of trade with the developed market 
economies appears to have been of the order of 17 per 
cent. In the final analysis, as is discussed in greater 
detail in the section below referred to, the worsening 
of the terms of trade of the developing countries has 
resulted from the fact that these countries export 
mainly primary commodities, whose prices have been 
sagging, but import large amounts of manufactured 
goods, whose prices have been edging up. There is, in 
other words, a close relationship between the deteriora
tion in the terms of trade of the developing countries 
and the 26 per cent decline during the period 1950-
1961 in the ratio of the prices of primary commodities 
to the prices of manufactured goods entering inter
national trade. Of course, the terms of trade of the 
developing countries deteriorated less than the price 
ratio of these two groups of items since these countries 
import primary commodities as well as manufactures 
and export some manufactures in addition to primary 
commodities.10 It follows as a corollary that the de
veloped market economies which export in the main 
manufactured goods, while importing large amounts 
of primary commodities, have improved their terms 
of trade by virtue of the same disparate price trends. 

15. The deterioration in the terms of trade of the 
developing countries and the sluggish expansion of 

• Although the data in table 1-5 extend only up to 1961, when the 
deterioration in the terms of trade of the developing countries in 
relation to 1950 was a little less than it was in 1962, the difference is 
too small to affect the tenor of the argument. 

• The unit value indices of the trade of the developing countries 
with the centrally-planned economies are not available separately. 
It is possible that the unit values of this trade changed somewhat 
differently from the unit values of the over-all trade of the developing 
countries. But since the trade of the developing countries with the 
centrally-planned economies constitutes only a small part of their 
over-all trade, the different changes in the unit value of trade with 
the latter group, even if they did take place, could not have affected 
their over-all terms of trade to any significant extent. Thus, it appears 
that the difference between the 10 per cent decline in the over-all 
terms of trade of the developing countries and the 14 per cent decline 
in their terms of trade with the developed market economies pro· 
bably arises in the main from the differences in the composition of 
their over-all trade and the composition of their trade with the 
developed market economies, particularly on the import side. 

•• It should also be noted that the data for primary commodities 
are based on price quotations and those for manufactured goods on 
the unit value of internationally traded manufactured items. Price 
quotations usually show a greater change than do unit values. There
fore, the 26 per cent decline in the ratio of prices of the two groups 
of items cited in the text probably exaggerates somewhat the extent 
of the decline. 
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TABLE 1-6 

World: Annual rates of growth of value of exports, by origin and destination, 1950-1962" 

(Percentage) 

Exporting country group 

World .......... . 
Developed market economies . 
Developing market economies 
Centrally-planned economies 

Source : See table 1-1. 
a See footnote a table l-1. 

Worldll 

7.1 
8.0 
3.4 

11.1 

their export quantum have occurred at a time when 
their need for imported supplies in order to speed up 
the pace of their economic development has increased 
sharply. Thus, the value of imports of the developing 
countries as a group has been rising faster than the 
value of their exports. From 1950 to 1962, as is 
evident from table 1-4, this tendency was most striking 
in the Far East, the region which recorded only a 
25 per cent increase in export quantum, far less than 
the corresponding increase in import quantum, and 
which suffered at the same time a decline of 8 per cent 
in the terms of trade. The tendency was also quite 
marked in Latin America despite a larger increase in 
export quantum than in import quantum; in other 
words, in Latin America, the somewhat favourable 
influence exerted by the relative changes in export and 
import quanta was more than offset by the severe 
deterioration in the terms of trade. Only in West Asia, 
which includes a number of countries that are major 
exporters of petroleum, an item in vigorous demand 
abroad, did the value of exports rise more than the 
value of imports despite some worsening of the terms 
of trade. 

16. As a consequence of the divergent increases in 
exports and imports, the trade balance of the develop
ing countries has steadily worsened. In 1950, the de
veloping countries enjoyed a surplus of exports (f.o. b.) 
over imports (c.i.f.) to the extent of $1.8 billion; this 
turned into a deficit of $0.6 billion in 1955; and in 1962, 
the deficit mounted to $2.3 billion. Put differently, the 
trade surplus amounting to nearly 10 per cent of 
exports in 1950 gave place to a deficit equalling 8 per 
cent of exports in 1962. It can be seen from table 1-4 
that, among the developing countries, by far the 
largest decline in trade balance was recorded by the 
Far East. Only West Asia, by virtue of its dynamic 
petroleum exports, improved its merchandise trade 
balance during the twelve-year period under review. 

THE DIRECTION OF TRADE 

17. The discussion in the preceding section has 
dealt only with the expansion of world trade by broad 

Importing country group 

Developed Developing Centrally-
market market planned 

economies economies economies 

7.2 5.1 11.0 
8.6 5.8 11.3 
3.8 1.8 8.5 
8.2 14.9 11.4 

ll Inc:luding exports whose destination cannot be allocated. 

groups of countries. However, in order to gain proper 
perspective, it is also necessary to examine the expan
sion of trade flows between these groups of countries. 
It need hardly be stressed that an examination of the 
trends in these trade flows is of particular interest from 
the viewpoint of the developing countries, which are 
increasingly in need of new market opportunities for 
their export products.11 

18. It is evident from table 1-6 that world exports 
to different parts of the world expanded at signifi
cantly different rates during the period 1950-1962. 
By far the highest rate of expansion, 11 per cent per 
year, was recorded by world exports to the centrally
planned economies, the corresponding increases in 
world exports to the developed and the developing 
market economies being 7.2 per cent and 5.1 per cent, 
respectively. By the yardstick of rates of growth, the 
centrally-planned economies proved to be the most 
dynamic destination for the exports of both groups of 
market economies. For the exports of these centrally
planned economies, the most dynamic destination was 
provided by the developing countries; the exports of 
the former country group to the latter increased at an 
annual rate of as much as 15 per cent. On the other 
hand, the developing countries appear to have been 
rather a stagnant market for the exports of countries 
within their own group; the intra-trade ofthe develop
ing countries increased by only 1.8 per cent per year 
from 1950 to 1962. By contrast, the intra-trade of both 
the centrally-planned economies and the developed 
market economies expanded at significantly high rates 
-11.4 and 8.6 per cent per year, respectively. 

19. The significantly different rates at which world 
exports to different parts of the world expanded during 
the period 1950-1962 brought about important altera
tions in the relative shares of various markets for these 
exports. Thus, as may be seen from table 1-7, the 
centrally-planned economies absorbed 13 per cent of 
world exports in 1962 as against 8 per cent in 1950. 

11 The analysis that follows is based on data for the network of 
world exports; the conclusions are bound to be the same, however, 
whether derived from the network of exports or the network of 
imports. 
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TABLE 1-7 

World: Pen:entage distribution of value of exports, by origin and destination, 1950 and 196211 

Year and exporting country group Worldb 

1950 
World. 100 

Developed market economies . 
Developing market economies. 
Centrally-planned economies 

1962 

60 
32 
8 

World ........... . 100 
Developed market economies . 
Developing market economies 
Centrally-planned economies 

Source : See table 1-I. 
II See footnote a to table 1-1. 

b Including exports whose destination cannot be allocated. 

The counterpart of this shift was a decline in the share 
of world exports to the developing countries, from 27 
to 21 per cent during this period. World exports to the 
developed market economies, on the other hand, con
tinued to represent about 65 per cent of the world total 
in 1962 as in 1950. 

20. For the developing countries, a major conclu
sion that emerges from table 1-7 is that the share of 
their exports declined not only in world markets as a 
whole-from 32 per cent in 1950 to 21 per cent in 
1962-but in the markets of all three groups of coun
tries, including their own. Thus, of the world exports 
to the developed market economies in 1950, about one
third was contributed by the developing countries, but 
in 1962 this ratio declined to less than one-fourth.12 

During the same period, the share of exports from the 
developing countries in world exports to the centrally
planned economies diminished from one-eighth to 
one-thirteenth, and the share of their own intra-trade 
in world exports to them declined from about one-third 
to nearly one-fourth. 

21. Exports of both the developed market eco
nomies and the centrally-planned economies, on the 
other hand, increased their shares significantly in world 
markets. In part, these shifts resulted from the in
creases in the shares of their exports in the markets of 
the developing countries. Of greater importance, 
however, were the increases in the shares of their 
exports going to the countries within their own res
pective groups. It is indeed a particularly striking 
characteristic of the world trade that the developed 
market economies as well as the centrally-planned 
economies tend to export far more to the countries 
within their own group than they do to the countries 
outside the group. With the establishment of regional 
economic associations in both these groups of coun-

"These results are calculated from the data in table 1-7 as fol
lows: 1950, 22-i- 64; 1962, 15+ 65. 

66 
21 
l3 

lmporling country group 

Developed Developing Centrally-
market market planned 

economies economies economies 

(Total world exports in 1950 = 100) 

64 27 8 
41 17 2 
22 8 1 
2 1 5 

(Total world exports in 1962 = 100) 

65 21 13 
48 15 3 
15 5 1 
2 2 9 

tries, the predominance of such intra-trade in the total 
exports of each of these two groups has increased even 
further in recent years. This may readily be seen from 
the data in the table at the top of page 74, which have 
been adapted from table 1-7 in order to contrast the 
exports of each group that go to the countries within 
the group with those that go to the countries outside 
the group.13 

22. Thus, in 1950, the intra-trade of the developed 
market economies accounted for 41 per cent of total 
world exports, while the remainder of their exports 
equalled 19 per cent of the world total. The intra-trade 
of this group was therefore about twice as large as the 
remainder of the group's exports. Twelve years later, 
the intra-trade of the developed market economies 
represented as much as 48 per cent-close to a half
of total world exports, but the share of the rest of their 
exports in the world total dropped slightly, to 18 per 
cent. In 1962, in other words, this intra-trade was 
roughly two and one-half times as large as the rest of 
the group's exports. The intra-trade of the centrally
planned economies, too, broadly followed a similar 
trend: from less than twice as large as the remainder 
of the group's exports in 1950, it became more than 
twice as large in 1962. The shares of the two com
ponents of exports of the developing countries, on the 
other hand, recorded significant declines; but the 
decline was proportionally greater in the case of their 
intra-trade, with the result that this segment of their 
trade did not equal even one-fourth of their total 
exports in 1962. However, since the weight of the de
veloping countries in world exports is comparatively 
small, the opposite shift in their intra-trade did little to 
offset the tendency for world exports to become more 
compartmentalized. Thus, the net effect of all these 

" Components do not always add to totals partly because of 
rounding and partly because totals include exports whose destina
tion cannot be allocated. 
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1950 1962 

Exports to Exports to Exports to Exports to 
countries countries countries countries 

Exporting country group within the group outside the group within the group outside the group 

(Percentage of total world 
exports in 1950 = 100) 

(Percentage of total world 
exports in 1962= 100) 

Developed market economies . 
Developing market economies 
Centrally-planned economies . 

ToTAL 

41 
8 
5 

54 

changes was that the intra-trade flows of the various 
country groups constituted 62 per cent of world 
exports in 1962, as against 54 per cent in 1950. 

23. Although, as noted earlier, the developed 
market economies continued to absorb about 65 per 
cent of world exports during the period reviewed here, 
there were, nevertheless, significant shifts in the shares 
absorbed by different sub-groups within the group of 
the developed market economies (see table 1-8). Sig
nificant declines took place in the shares of world 
exports going to North America and the member 
countries of the European Free Trade Association 
(EFTA), since world exports to these sub-groups 
expanded at less than average rates,14 largely because 

14 The percentage annual rates of growth of world exports to the 
developed market economies between 1950 and 1962 were as fol
lows: all developed market economies, 7.2; North America, 5.2; 
EEC, 9.2; EFTA, 6.4; others, 8.0. 

19 
23 

3 

45 

48 
5 
9 

62 

18 
16 
4 

38 

of the slower rate of economic growth in the United 
States and the United Kingdom. But these declines 
were offset by the increases in world exports to the 
member countries of the European Economic Com
munity (EEC) and the other developed market 
economies, especially Japan. 

24. The relative share of the developed market 
economies in the export trade of the centrally-planned 
economies declined during the period 1950-1962, as 
this export trade shifted towards the developing coun
tries. However, the importance of the developed 
market economies in the exports of the developing 
countries-importance that has traditionally been 
great-increased even further. In 1962, 72 per cent of 
the exports of the developing countries went to the 
developed market economies, compared with 69 per 
cent in 1950. 

TABLE 1-8 

World: Percentage distribution of value of exports, by destination, 1950, 1955 and 1962° 

Developed market economies Developing Centrally· 
market planned 

Exporting country group and year Worldb Total North America EEC EFTA Other economies economies 

World 

1950. 100 64 19 19 18 9 27 8 
1955. 100 65 17 20 17 10 25 10 
1962. 100 65 15 24 16 10 21 13 

Developed market economies 

1950. 100 67 16 21 19 11 29 3 
1955. 100 69 16 22 20 11 28 3 
1962. 100 73 16 27 19 11 23 4 

Developing market economies 

1950. 100 69 28 18 17 6 26 3 
1955. 100 72 25 22 17 8 24 3 
1962. 100 72 22 24 15 10 22 6 

Centrally-planned economies 

1950. 100 26 5 6 11 4 8 65 
1955. 100 19 1 6 7 5 7 72 
1962. 100 18 1 8 6 3 12 67 

Source : See table 1-1. a See footnote a to table l-1. b Including exports whose destination cannot be allocated. 
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TABLE 1·9 

Developing market economies: Percentage distribution of value of exports, by destination, 1950, 1955 and 1962a 

North 
Exporting country group Worldb Total America 

Developing market economies 
1950 
1955 . " ....... 
1962 ,. ....... 

Latin American republics 
1950 
1955 
1962 

Africa 
1950 
1955 
1962 

Far East 
1950 
1955 
1962 

West Asia 
1950 
1955 
1962 

Source: See table 1-1. 
a F.o.b, values. 

100 69 
100 72 
100 72 

100 79 
100 77 
100 76 

100 84 
100 84 
100 82 

100 53 
100 59 
100 57 

100 62 
100 71 
100 71 

25. Among the various regions within the group of 
developing countries, the dependence of Africa on the 
markets of the developed countries, though diminishing 
somewhat since 1950, has remained by far the heaviest. 
More than four-fifths of Africa's exports have con
tinued to flow to the developed market economies (see 
table 1-9). While western Europe has remained the 
most important market for African exports, within 
that sub-group the relative importance of the EEC 
countries, with which several African nations maintain 
close ties, has risen substantially. The importance of 
the EEC market has also increased significantly for 
Latin America and West Asia, though for the former 
region North America, by virtue of its contiguity and 
hemispheric ties, has continued to be of greater im
portance. In general, the comparatively slower rate of 
expansion in economic activity in North America has 
been instrumental in reducing the importance of this 
sub-group as a market for exports from the developing 
countries. The Far East, however, is not so heavily de
pendent on the markets of the developed countries as 
are the other regions among the group of developing 
countries; but the degree of dependence has tended to 
increase in recent years. 

26. While the importance of the centrally-planned 
economies as a market for the goods exported by the 

28 
25 
22 

48 
46 
39 

11 
11 
9 

20 
17 
18 

8 
9 
9 

Importing country group 

market economies 
Developing Centrally-

market planned 
EEC EFTA Other economies economies 

18 17 6 26 3 
22 17 8 24 3 
24 15 10 22 6 

13 15 3 20 1 
16 11 5 20 3 
20 11 6 17 7 

39 30 4 13 2 
43 26 4 12 3 
48 21 5 10 6 

12 12 8 39 6 
13 15 14 37 3 
10 14 15 35 7 

19 18 17 29 2 
33 16 12 25 1 
28 17 18 24 3 

b Including exports whose destination cannot be allocated. 

developing countries is still small, it is nevertheless 
increasing rapidly, as may be seen from the fact that 
the percentage share of the former country group in 
the exports of the latter doubled between 1950 and 
1962 (see table 1-9). The principal elements of this 
shift were the increases in the exports of Latin America 
and Africa to the centrally-planned economies. The 
increase in the case of Latin America was contributed 
largely by Cuba's exports to the centrally-planned 
economies, the bulk of which went to the Soviet Union, 
with mainland China emerging as the second most 
important customer among this group of countries. 
The largest part of the increase in Mrica's exports to 
the centrally-planned economies was contributed by 
the United Arab Republic, while on the destination 
side more than half of this increase was absorbed by 
eastern Europe. 

27. It still remains to be discussed why, for 
example, the export trade of the developing countries 
has considerably lagged behind that of the other 
country groups, or why the developing countries, un
like other parts of the world, trade much more with 
countries outside their group than they do with coun
tries within the group. Virtually all the themes that 
have emerged from the foregoing analysis are inter
related. Indeed, the forces that have shaped recent 
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TABLE 1-10 

World: Expansion and distribution of value of exports, by type of export, 1955-1961" 

Item and exporting country group Total Total 

PERCENTAGE ANNUAL RATE OP GROWTH, 

1955-1961 
World 6.2 4.2 

Developed market economies . 7.0 5.2 
Developing market economies . 2.6 2.2 
Centrally-planned economies 9.1 6.9 

PERCENTAGE DISTRIBUTION 

World 
1955 . 100 59 
1961 . 100 53 

Developed market economies 
1955 . 100 45 
1961 . 100 41 

Developing market economies 
1955 . 100 92 
1961 . 100 90 

Centrally-planned economies 
1955 . 100 59 
1961 . 100 52 

Source : See table 1-1. 
a Composition of trade is as follows: foodstuffs, SITC sections 0 and I ; 

a&ricultural raw materials and ores, SITC sections 2 and 4; fuels SITC 
section 3; base metals, S1TC divisions 67 and 68, excluding 681; manufactures, 

trends in trade are rooted in the intrinsic nature of the 
composition of this trade itself. Thus, it is to an 
examination of the composition of trade that attention 
must now be turned. 

THE COMPOSITION OF TRADE 

28. The trends in world trade by broad groups of 
items are shown in table 1-10. Unfortunately, the data 
in this table and the subsequent tables cover a com
paratively short period. The detailed Standard Inter
national Trade Classification series on which they are 
based do not extend back to 1950 for many countries; 
nor are comparable data yet available for 1962. There 
is no doubt, however, that the broad conclusions 
emerging from the analysis based on this short period 
are quite consistent with the discussion in the preceding 
sections. This can be readily seen by comparing the 
calculations set forth in table 1-10 with those pertain
ing to the sub-period beginning in 1955 in the earlier 
tables.15 

29. Manufactured goods have unquestionably been 
the most dynamic element of world exports in recent 

"The conclusions, moreover, are also in accord with those put 
forward in a number of other United Nations studies based on 
earlier systems of trade classification. See, in particular," Commodity 
trade and policies in the post-war period" in United Nations, World 
Economic Survey, 1958 (Sales No.: 59.II.C.l). 

Primary commodities 

Agricultural 
raw materials 

Foodstuffs and ore:r Fuels Bau metals Manufactures 

4.1 3.2 4.7 6.3 8.7 
5.9 5.0 1.4 6.4 8.4 
0.7 0.9 5.5 1.8 6.5 
7.9 3.0 8.8 11.0 11.9 

20 19 11 8 41 
18 16 10 9 47 

IS 14 6 10 55 
15 13 4 9 59 

33 30 25 5 8 
29 27 29 5 10 

17 22 12 9 41 
16 15 11 9 48 

SITC sections S-8, excluding 67 and 68 but including 681. Total includes 
SITC section 9, not shown separately in the table. For other definitions, see 
footnote a to table 1-1. 

years. During the period 1955-1961, while total exports 
increased on the average by 6.2 per cent per year, the 
expansion of manufactured exports amounted to 
8.7 per cent per year. The annual increase in world 
exports of primary commodities during this period was 
only 4.2 per cent.16 As a result of these different rates 
of expansion, the share of manufactured goods in 
world exports rose from 41 per cent in 1955 to 47 per 
cent in 1961, while that of primary commodities de
clined correspondingly from 59 to 53 per cent. 

30. It is obvious that but for the stimulus received 
by exports of base metals from the rising tempo of 
industrial activity and for the vigorous expansion of 
exports of petroleum, which has increasingly tended to 
replace solid fuels in a multitude of uses, the annual 
increase in the exports of primary commodities would 
not have been even 4.2 per cent.17 Indeed, world 

" Primary commodities referred to in the present discussion also 
include processed foodstuffs and base metals. The value added in 
processing foodstuffs is often quite small, and even after processing 
they remain usually akin to primary commodities. As for base metals, 
which serve as intermediate goods in a wide range of uses, the pattern 
of demand is generally similar to that for industrial raw materials. 
For details on items covered, see footnote a to table 1-10. 

" It is not possible to provide data for components of fuels 
separately in table 1-10. But all available evidence points unmistak
ably to the fact that the use of liquid fuels has been growing drama
tically, while the world demand for solid fuels has stagnated. Sinee 
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TABLE 1-11 

Developing market economies: Expansion and distribution of value of exports, by type of export, 1955-19614 

Item and exporting country group Total Total 

PERCENTAGE ANNUAL RATE OF GROWTH, 

1955-1961 

Developing market economies • 2.6 2.2 
Latin American republics . 1.4 1.3 
Mrica 3.2 3.1 
Far East . 1.5 0.3 
West Asia 6.3 6.0 

PERCENTAGE DISTRIBUTION 

Developing market economies 
1955 . 100 92 
1961 • 100 90 

Lntin American republics 
1955 . 100 97 
1961 . 100 96 

A/rica 
1955 . 100 94 
1961 . 100 94 

Far East 
1955 . 100 83 
1961 . 100 77 

West Asia 
1955 . 100 96 
1961 . 100 94 

Source: See table l-1. 

tl See footnote a to table 1-10. 

exports of agricultural raw materials and ores in
creased at an annual rate of only 3.2 per cent. 

31. The stagnation in the exports of primary pro
ducts has been even more acute in the developing 
countries. Their exports of food-stuffs and raw 
materials did not increase by even one per cent per 
year, while world exports of these two merchandise 
groups increased by 4.1 and 3.2 per cent, respectively. 
The base metals exported by the developing countries, 
too, expanded at a very low annual rate-only 1.8 per 
cent as against 6.3 per cent for the world as a whole. 
It may be seen from table 1-11 that the Far East and 
Latin America have been the most adversely affected 
developing regions with regard to the growth of trade 
in primary commodities. The exceptionally low rate of 
increase in the exports of primary commodities from 
the Far East was largely the reflection of the very un
favourable experience of jute, cotton and rubber 
exports, while in Latin America the adverse develop-

a substantial proportion of exports of fuels from the developed 
market economies consists of coal, the expansion in the fuel exports 
of this country group amounted to only 1.4 per cent per year, a rate 
much smaller than that recorded by other groups of countries. 

Primary commodities 

Agricultural 
raw materials 

Foodstuffs and ores Fuels Base metals Mamifactures 

0.7 0.9 5.5 1.8 6.5 
-0.7 2.9 3.8 5.6 

1.2 2.4 51.9 0.9 4.5 
2.8 -1.7 0.6 7.6 6.3 
0.8 -1.5 7.0 13.4 

33 30 25 5 8 
29 27 29 5 10 

47 19 24 6 3 
42 21 28 6 4 

39 41 1 13 6 
35 40 8 11 6 

25 47 8 2 17 
27 39 8 3 23 

7 8 82 4 
5 5 85 6 

ments in the exports of coffee and wool were the prin
cipal causal factor. 

32. A number of factors have contributed to the 
tendency for exports of food-stuffs and raw materials 
especially from the developing countries, to expand 
only sluggishly. For example, the demand for food
stuffs has followed the well-known historical pattern 
of consumption: while the demand for food has in
creased with the rising levels of per capita incomes the 
increase in demand has tended to be less than pro~or
tionate to the rise in incomes. In the economically ad
vanced countries, in fact, demand for staple foods has 
frequently stagnated or even declined. Raw materials, 
for their part, have been particularly hard hit by the 
growing use of synthetics; cotton, wool, rubber and 
leather are the prominent examples of primary com
modities which are facing rapidly growing competition 
from synthetic products. Furthermore, technological 
developments have increasingly resulted in economies 
of raw material use. Indeed, in a wide range of indus
tries, the ratio of input to output has tended to decline. 
Technological advance has also favoured the use of one 
product against the other; for example, the growing use 
of aluminium-the bulk of which is produced in the 
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advanced countries-at the expense of other metals 
has inhibited exports of a number of these other metals 
from the developing countries.1s 

33. The exports of primary products from the de
veloping countries have lagged behind total exports of 
such commodities partly owing to technological fac
tors mentioned above and partly also because of cer
tain economic policies pursued in the developed coun
tries. Often these developed countries have favoured 
the expansion of their own primary activities behind 
protective walls through the imposition of tariffs and 
quantitative restrictions. Some of these countries 
have also levied internal fiscal charges which have 
tended to restrain the consumption of a number of 
commodities imported largely from the developing 
countries; among the items so affected by fiscal duties 
have been sugar and the beverage crops.19 

34. Trends in supplies of primary commodities, 
too, have had an impact. In recent years, the European 
countries which had suffered heavy damage to their 
primary production during the war have made a 
spectacular recovery. Remarkable increases have also 
taken place in agricultural productivity, largely as a 
result of the technical advances spearheaded in North 
America. Thus, it is not only that several of these 
countries have attained self-sufficiency; they have 
actually increased their exports of food-stuffs and 
agricultural raw materials quite substantially. In the 
developing countries, on the other hand, rapid growth 
of population and the rising tempo of industrialization 
have often had a negative effect on the agricultural 
surpluses available for export. Many of the developing 
countries have, in fact, become net importers of 
several agricultural products in recent years. 

35. The precise impact of all these factors has 
varied from commodity to commodity.20 Obviously, 
the balance of demand and supply for each commodity 
has been fashioned by its own individual set of 
circumstances. In most cases, the interaction of forces 
has been such as to result in a slower expansion in the 
volume of primary exports and at the same time to 
a weakening of their prices, thus reinforcing the 
unfavourable effect on export value. For the developing 
countries, nine-tenths of whose exports consist of 
primary commodities, this has meant a rate of growth 
of value of exports not even half as large as that of 
the value of total world exports. 21 

36. It must also be pointed out in this connexion 
that although, by virtue of their small initial size, 
exports of manufactured goods from the developing 
countries did increase at a rate nearly three times as 

u For a more detailed discussion, see " Commodity trade and 
policies in the post-war period", op. cit., chapter I. 

" See chapter 1, " Access to markets for primary commodities 
in the industrial countries: existing obstacles and measures for trade 
expansion " in Vol. III of this series. 

"See United Nations, World Economic S/II'Vey, 1962, part I 
(Sales No.: 63.II.C.l), chapter 2. 

"It may be seen from table 1-10 that during 1955-1961, while 
the value of world exports increased by 6.2 per cent per year, the 
corresponding increase in the case of the developing countries was 
only 2.6 per cent per year. 

large as the rate of expansion of their primary exports, 
this has not contributed more than a nominal change 
in their total export structure; the share of manu
factures in the total exports of these countries in
creased only from 8 to 10 per cent during this period. 
Indeed, it is only in the Far East that there has been 
a significant increase in the share of manufactures in 
total exports, rising from 17 per cent in 1955 to 
23 per cent in 1961; in no other sub-region did the 
share exceed 6 per cent in 1961 (see table 1-11). Also, 
as is discussed in greater detail elsewhere,22 manu
factured exports of the developing countries have 
continued to be dominated by a limited range of pro
ducts-particularly textiles. Undoubtedly, as may be 
seen from table 1-10, the largest gains in the exports 
of manufactured goods were made by the developed 
market economies and the centrally-planned econo
mies which recorded rates of increase far surpassing 
the corresponding rate in the developing countries. 

37. The preponderance of primary commodities 
in the exports of the developing countries also explains 
why, unlike other groups of countries, intra-trade 
plays so little a part in their total trade. These primary 
exports must perforce find markets in countries 
where the levels of industrial activity are high. Given 
the relatively unindustrialized state of their own 
economies, the developing countries themselves are 
not in a position to provide markets on a large scale 
for primary products. It is not at all surprising, 
therefore, that much of the largest part of their exports 
has traditionally gone to the developed countries. 
And it is from these developed countries that they 
have traditionally obtained a vast range of manu
factured goods-especially, products of heavy industry. 
In recent years, these developed countries have often 
supplied their increased requirements of food grains 
and certain raw materials as well. The developed 
market economies and the centrally-planned econo
mies, for their part, have increasingly tended to import 
more complex types of industrial goods. Their pattern 
of import demand, in other words, is such that it 
has almost by its very nature favoured intra-trade or 
trade with members of their own respective country 
groups. Furthermore, as noted in the preceding 
section, such intra-trade has also been favoured by 
the policies of regional economic groupings established 
in recent years. 

38. Since exports from the developing countries 
have lagged behind those from the developed market 
economies as well as those from the centrally-planned 
economies in virtually all items, it is easy to see why 
the share of the former country group in world 
exports has continued to drop sharply. It is true that, 
thanks to the rapid expansion of demand for petroleum, 
the share of the developing countries in world exports 
of this item has risen in recent years (see table 1-12). 

.. See the section on " Salient features of exports of manufactures 
from the developing countries " in " Measures for the expansion of 
markets of the developed countries for exports of manufactures and 
semi-manufactures of developing countries "in Vol. IV of this series. 
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TABLE 1-12 

World: Percentage shares of exporting country groups in value of exports, by type of export, 1955 and 196111 

Year and exporting country group Total Total 

1955 
World 100 100 

Developed market economies . 64 49 
Developing market economies . 26 40 
Centrally-planned economies 10 10 

1961 
World . 100 100 

Developed market economies . 67 52 
Developing market economies . 21 36 
Centrally-planned economies 12 12 

Source : See table 1-1. 
a See footnote a to table 1-1 and footnote a to table 1-10. 

But petroleum exports are concentrated in a small 
number of developing countries. Thus, so long as 
exports of other major items continue to encounter 
sluggish expansion, even a substantial increase in the 
rate of growth of petroleum exports will not be able 
to stem the decline in the share of the developing 
countries in total world exports. It is evident from 
table 1-12 that, with the exception of fuels, the 
developing countries have increasingly become mi
nority suppliers of all broad classes of internationally 
traded items. The large number of developing coun
tries in Africa, Asia and Latin America derive a 
preponderant part of their national income from 
primary production; yet the larger part of world trade 
in foodstuffs and raw materials is claimed by the 
developed market economies for which industry is 
generally the more important mode of activity. At 
the same time, by virtue of their advanced stage of 
industrialization, these developed countries have 
continued to account for more than four-fifths of 
world trade in manufactures. Manufactured goods 
exported by the developing countries amounted to 
only 4 per cent of world exports of manufactures 
in 1961, somewhat less than in 1955. 

IMPLICATIONS 
FOR DEVELOPMENT PROBLEMS 

39. The failure of the developing countries to 
participate adequately in the expansion of world trade 
in recent years poses a threat to their economic 
development. Indeed, so close are the links between 
their foreign trade and their economic development 
that if these countries were to continue to encounter 
unfavourable experiences, as they have in recent years, 
their economic expansion would doubtless be jeopard
ized. 

40. It is well known that many developing coun
tries obtain a large part of their national income from 

Primary commodities 

Agricultural 
raw materials 

Foodstuffs and ores Fuels Base metals Manufactures 

100 100 100 100 100 
49 48 32 74 85 
42 40 57 16 5 

9 12 11 10 10 

100 100 100 100 100 
55 54 26 74 83 
34 35 60 12 4 
11 12 14 14 12 

production for export. In such countries, developments 
in the export sector impinge more or less directly on 
the levels of economic activity. If the demand for 
their exports expands sluggishly, there is little induce
ment to invest, and economic activity settles down at 
a low level; but if external demand increases vigorously, 
the growth of national output and income is stimulated. 
Instances of close association between the performance 
of the export sector and the development of the 
economy as a whole are readily available in the 
economic record of the developing countries.23 Small 
wonder, then, that the recent trends in the export 
trade of these countries are a matter of concern not 
only to them, but also to the world community as a 
whole which has collectively resolved to give high 
priority to their economic development-a resolve 
reflected in the designation of the nineteen-sixties as 
the United Nations Development Decade and in 
numerous other actions of the United Nations, 
including the convening of the Conference on Trade 
and Development. 

41. It is, of course, true that the process of 
economic growth can yield its own momentum or 
can be given impetus through resolute Government 
action. In recent years, Governments in the developing 
countries have, through national plans or programmes 
of economic development, sought to achieve this very 
objective. But the endeavours of these Governments 
have demonstrated even more vividly that foreign 
trade has lost none of its crucial importance for the 
developing countries. Whether exports are a large or 
small part of their total economic activity, the rate 
of capital formation for accelerating economic growth 
of these countries has continued to depend heavily on 
increased imports of machinery and other essential 
capital goods. There are, no doubt, a few developing 

.. See, for example, " Commodity trade and policies in the post· 
war period", World Economic Survey, 1962, Part I (Sales No. 63. 
II.C.l), page 54. 
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countries which have been successful in establishing 
capita] goods industries; but even in these countries, 
demand for such goods has far outstripped domestic 
supply, and the need for imports has, consequently, 
been sharply on the increase. 

42. As already indicated, with their imports rising 
faster than their exports, the developing countries have 
been faced with a persistent deterioration in their 
trade balance. It is well known that the balance on 
services account of these countries has traditionally 
been in deficit, for these under-developed economies 
must of necessity depend heavily on the merchant 
fleet and insurance concerns of the advanced countries 
to meet the transport and insurance requirements of 
their foreign trade and make payments at the same 
time for the servicing of their external debts. On both 
the merchandise and the service accounts, therefore, 
the developing countries have been encountering 
mounting payments deficits in recent years. In the 
earlier post-war years, many developing countries 
withdrew large sums from their accumulated holdings 
of foreign currencies to pay for these deficits. But, 
generally speaking, the external reserves of these 
countries have by now been depleted to levels which 
no longer permit further withdrawals. Indeed, in more 
recent years, the brunt of the burden of meeting 
external deficits in these countries has increasingly 
come to be borne by foreign assistance and capital. 

43. There is doubtless scope for improving the 
services' balance of the developing countries. In this 
connexion, several United Nations studies have ex
plored at some length such problems as debt servicing, 
ocean and air freight rates, insurance costs and 
tourism. 24 The developing countries may be expected 
to make gains in all these directions as their economic 
structures become diversified. But as the discussion in 
chapter 3 shows clearly, the requirements of these 
countries are so great that external imbalance is 
likely to be a persistent problem for them for quite 
some time. 

44. The availability of foreign funds for economic 
development has, indeed, been an eloquent expression 
of international co-operation in recent years. These 
funds have helped to meet external deficits and have 
made substantial additions to resources for economic 
development. One of the important issues before the 
world community is unquestionably the need for en
larging the flow of funds to the developing countries. 
It may be recalled that the United Nations General 
Assembly, through its resolution 1522 (XV), urged 
that the flow of economic assistance and capital to the 
developing countries be increased so as to amount to 
1 per cent of the combined national incomes of the 
developed countries. An additional and equally im
portant aspect of the problem is the need to co-ordi
nate trade and aid policies. For example, a significant 
part of the annual flow of funds to the developing 

.. See, for example, the papers submitted to the Conference under 
the agenda item " Improvement of the invisible trade of developing 
countries ", in particular Vol. V of this series. 

countries has represented merely an offset to the loss 
suffered by them through the worsening of their terms 
of trade.25 In many countries, moreover, the annual 
inflow of funds has shown sharp fluctuations, which 
have hampered the implementation of development 
plans that commonly cover a four- or five-year period. 
The rising burden of debt service payments, for its part, 
has indicated the need for a reappraisal of the terms 
on which assistance is made available. 

45. While an enlarged flow of foreign assistance 
and capital is of great importance for accelerating the 
pace of economic development, there is no question 
that the developing countries must, in the final analysis, 
reach the stage of self-sustained economic growth. 
Indeed, a basic purpose of foreign aid is to help 
achieve the objective as early as possible. It need 
hardly be stressed, however, that the attainment of self
sustained growth in the developing countries hinges 
upon a favourable turn in their merchandise exports, 
which constitute the main source of their foreign 
exchange earnings. 

46. In many ways, the developing countries must 
themselves make vigorous efforts to expand and 
diversify their exports. They must constantly strive to 
develop exports of items for which world demand is 
increasing. Determined action must also be taken by 
the developing countries to increase their intra-trade, 
which currently accounts for a relatively small part of 
their total trade. There is undoubtedly a great deal of 
scope for mutual co-operation in this field. Notwith
standing the increase in the intra-trade of the develop
ing countries that might take place, recent trends 
portend unmistakably that the bulk of the exports 
from the developing countries would continue to seek 
outlets elsewhere. Thus, it is the expansion of these 
outside markets which constitutes the larger theme. 
One promising avenue in this connexion appears to be 
the expansion of trade with the centrally-planned eco
nomies. As indicated earlier, the share of the centrally
planned economies in the exports of the developing 
countries, though still rather small, has been growing 
rapidly. There is little doubt, however, that by far the 
largest part of these exports would continue to be 
absorbed by the developed market economies. In either 
case, the point is that the efforts by the developing 
countries alone will not prove fruitful; they need to be 
accompanied by active co-operation on the part of the 
economically advanced countries. 

47. A major issue with regard to the expansion of 
markets for the exports of the developing countries 
concerns primary commodities which have tradition
ally loomed large in these exports. The problems of 
primary commodity trade are complex. Their solu
tions, be they the removal of existing obstacles, or the 
stabilization of international markets, or the initiation 
of an appropriate compensatory financing scheme for 
offsetting fluctuations in export proceeds, require 
careful and sustained international action. Only in such 

" For illustrative estimates, see " Financing for an expansion of 
international trade " in Vol. V of this series. 
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an environment, it is pointed out in some of the 
chapters that follow, would this traditional source of 
foreign exchange yield benefits for accelerating eco
nomic development.26 

48. A new international trade policy must, how
ever, go beyond trade in primary commodities. In 
recent years, a number of developing countries have 
increasingly become able to produce and export 
manufactured goods. But their attempts to diversify 
their export trade through the inclusion of manufac
tured goods have been frequently hindered by various 
tariff and non-tariff barriers imposed in the developed 
countries. There is a growing conviction that, unless 
appropriate measures are formulated to dismantle 
these barriers, the industrial growth of the developing 
countries will not be sufficiently rapid. 

49. Clearly, vigorous measures are required on a 
wide front in order to turn foreign trade into a viable 
instrument of economic development. Indeed, it is this 
urgent need for devising appropriate international 
action that provided the setting for the United Nations 
Conference on Trade and Development. 

Chapter 2 

A REVIEW OF WORLD TRENDS IN GROSS 
DOMESTIC PRODUCT 

50. This chapter presents a brief review of the 
trends in gross domestic product, absolute and per 
capita, between 1950 and 1960 in the developed and 
the developing market economies.27 In order to 
provide a broad perspective to the efforts which will be 
required of the international community if the aims of 
the United Nations Development Decade are to be 
achieved, it is obviously important to make a quantita
tive assessment of the past trends in output and 
population growth. Such an assessment will provide a 
firmer basis for considering the changes in inter
national and national policies relating to aid and trade 
that are required for fulfilling the objectives of the 
Development Decade. 

51. In the following three sections of this chapter, 
the trends in absolute and per capita gross domestic 
product are first reviewed on a regional basis and then 
on an individual country basis. The final section 
examines some of the implications of the Development 
Decade target in the light of these trends. The analysis 
in this section serves as the basis for estimating the 
trade requirements of the developing countries for their 
accelerated economic growth, a task undertaken in 
Chapter 3. The basic sources of data and the methods 

" See Chapter 1. " Access to markets for primary commodities in 
the industrial countries: existing obstacles and measures for trade 
expansion " and Chapter 2. " Stabilization of international com
modity markets " in Vol. III of this series. Also Chapter 2. " Inter· 
national compensatory financing of the ejfects of changes in the 
terms of trade" in " Finance in international trade" in Vol. V of 
this series. 

"It has not been possible to include the centrally· planned eco
nomies in the present review because their gross product data are 
conceptually different from those of the market economies. 

of calculating the estimates shown in statistical tables 
are described in the appendix to the present chapter. 

TRENDS IN GROSS DOMESTIC PRODUCT, 
195()..1960 28 

52. The gross domestic product of all market 
economies, developed and developing, is estimated to 
have increased from about $732 billion in 1950 to 
nearly $1090 billion in 1960, valued in prices and 
exchange rates prevailing in 1960.29 This represents an 
annual rate of growth of 4.1 per cent.30 During the 
decade under review, the gross domestic product grew 
at a slightly higher rate in the developing market eco
nomies as a whole than in the developed market econo
mies as a whole. The rate of growth of the former 
country group was 4.4 per cent per year, while that of 
the latter country group was 4.0 per cent per year.30 

This disparity in the growth rates of the two groups of 
countries is largely accounted for by the slow growth 
of output in North America and in most of the 
European Free Trade Association (EFTA) countries. 
The other developed regions registered more rapid 
growth; their rate of growth exceeded the average for 
the market economies as a whole. This was particularly 
true for Japan and some of the European Economic 
Community (EEC) countries. By contrast, output in 
major developing regions grew at rates closer to the 
global average; in West Asia and the developing 
region listed as" other ",31 however, output expanded 
at rates significantly above the average 32 (see table 
2-l). 

53. It may be noted that the growth of output in 
the nineteen-fifties was not completely free from cyclical 
fluctuations. Fluctuations in the growth rates from 
year to year were more pronounced in the developed 

•• Estimates of the gross domestic product in terms of 1960 United 
States dollars have been prepared by the Economic Projections and 
Programming Centre of the Bureau of General Economic Research 
and Policies of the United Nations Secretariat. For the sources of 
basic data and for the methods of calculating these estimates, see 
the appendix. 

•• It must be noted that nominal exchange rates do not necessarily 
provide an ideal measure for comparing purchasing powers of na· 
tiona] currencies. However, these exchange rates are the only con· 
sistent conversion factors available at the present time for converting 
national currencies of individual countries on a comparable basis. 

" Unless otherwise specified, the rates of growth cited in this 
paper are average annual compound rates, derived from a com· 
parison of the two relevant terminal years. Such rates may, of course, 
be influenced by cyclical and random factors operating in the ter· 
minal years. Calculations show, however, that in general the con
clusions would not be significantly altered by the use of other 
methods of estimating rates of growth, such as those obtained from 
growth curves, fitted to time series data, which are less affected by 
cyclical and random elements. Thus, for the developing countries, 
the trend rate of growth in the nineteen fifties is the same as the 
average compound rate, or 4.4 per cent per year. However, for the 
developed market economies, the trend rate of growth in this period 
is 3. 7 per cent per year, as compared to 4.0 per cent per year for the 
average compound rate, the difference reflecting the variability in 
annual changes in growth in the course of the decade. 

" This region consists mainly of the countries and the dependent 
territories in the Caribbean. 

" It should be noted that these two regions include petroleum 
producing countries whose petroleum exports rose rapidly during 
the decade, thus helping to sustain high rates of growth of gross 
domestic product. 
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TABLE 2-1 

Gross domestic product by major regions, 1950, 1955 and 1960" 

Amount in billions of 1960 dollars 

Region 1950 1955 1960 

All market economies 732.1 920.0 1 089.9 

Developed market economies 621.8 782.1 920.1 
North America 388.5 480.4 539.8 
Western Europe . 199.2 254.8 314.3 

EEC. 104.4 140.8 180.6 
EFfA 80.1 94.8 110.0 
Other western Europeb 14.7 19.3 23.7 

Japan. 16.1 24.7 39.0 
Oceania and South Africa . 18.0 22.1 27.0 

Developing market economies . 110.3 137.9 169.8 
Latin American republics . 39.1 49.4 61.4 
Africac . 18.1 22.3 27.0 
Far East". 45.2 55.9 68.3 
West Asia• 6.6 8.7 
Others 1.2 1.6 

Source: See appendix paras. 75 to 78. 
a Details and percentages do not necessarily add to totals, because of 

rounding. 

market economies, though it was only between 1957 
and 1958 that the gross domestic product of this 
country group registered a decline, albeit slight, largely 
as a result of the recession in the United States of 
America. 

54. It should also be noted that there was a 
tendency towards deceleration in the rate of growth of 
gross domestic product over the course of the decade, 
both in the developed and the developing market 
economies. In the developed market economies, the 
annual rate of growth of gross domestic product 
dropped from 4. 7 per cent in the first half of the nine· 
teen·fifties to 3.3 per cent in the second half of the 
decade. On the other hand, the developing market eco· 
nomies had a less pronounced fall in the annual rate of 
growth, which dropped from 4.6 per cent during the 
first half of the decade to 4.3 per cent during the latter 
half. 

55. The distribution of the gross domestic product 
between the developed and the developing market 
economies changed little during the period under 
review. From I950 to I960, the developed market 
economies' share of total output declined only 
slightly, from 84.9 per cent to 84.4 per cent. This 
decline reflected a significant drop in the share of 
North America from 53.1 to 49.5 per cent and of the 
EFT A countries from I 0.9 to l O.I per cent; the declines 
in the shares of these two regions were not completely 
offset by the considerable increases in the shares of the 
EEC countries (from 14.3 to 16.6 per cent) and Japan 
(from 2.2 to 3.6 per cent). The increase in the develop. 

10.9 
2.2 

Average annual compound rate 
Percentage distribution of growth (percentage) 

1950 1955 1960 1950-1960 1950-1955 1955-1960 

100.0 100.0 100.0 

84.9 85.0 84.4 
53.1 52.2 49.5 
27.2 27.7 28.8 
14.3 15.3 16.6 
10.9 10.3 10.1 
2.0 2.1 2.2 
2.2 2.7 3.6 
2.5 2.4 2.5 

15.1 15.0 15.6 
5.3 5.4 5.6 
2.5 2.4 2.5 
6.2 6.1 6.3 
0.9 0.9 1.0 
0.2 0.2 0.2 

I> Including Turkey. 

c Excluding Republic of South Africa. 
d Excluding Japan. 

• Excluding Turkey. 

4.1 4.7 3.5 

4.0 4.7 3.3 
3.3 4.3 2.4 
4.7 5.0 4.3 
5.6 6.2 5.1 
3.2 3.4 3.0 
4.9 5.5 4.2 
9.3 9.0 9.5 
4.1 4.1 4.1 

4.4 4.6 4.3 
4.6 4.8 4.5 
4.1 4.3 3.9 
4.2 4.3 4.1 
5.2 5.6 4.7 
6.2 5.6 6.8 

ing regions' share of total output from 15.1 to 15.6 per 
cent over the decade was largely accounted for by the 
increase in the share of the Latin American republics. 

TRENDS IN PER CAPITA GROSS DOMESTIC 
PRODUCT, 1950·1960 33 

56. Though, during the decade ending in 1960, the 
rates of growth of output did not differ significantly 
between the developed and the developing market 
economies, each taken as a group, the trends in the 
rates of growth of per capita output appear to have 
been quite different. This is, quite obviously, because 
the trends in the rates of growth of population of the 
two groups of countries have been significantly dif· 
ferent. Thus, between I950 and 1960, the population 
of all market economies increased from an estimated 
I ,622 million to about I ,953 million or at an annual 
rate of 1.8 per cent. The increase in the population of 
the developed regions was from 576 million to 653 mil· 
lion or at 1.2 per cent per year and that of the develop· 
ing regions was from 1,046 million to 1,301 million or 
at 2.2 per cent per year. Thus, the rate of population 
growth was roughly twice as high in the developing 
regions as in the developed regions during the nineteen
fifties; as a result, the former group's share in total 
population rose from 64.5 per cent in 1950 to 66.6 per 
cent in 1960 (see table 2·2). 

•• Based upon revised population estimates made available by the 
Population Branch of the Bureau of Social Affairs of the United 
Nations Secretariat. 
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TABLB 2-2 

Population by major regions, 1950, 1955 and 1960" 

Average annual compound rate 
Number in millions Percentage distribution of growth (percentage) 

Region 1950 1955 1960 1950 1955 1960 1950..1960 1950-1955 1955-1960 

All market economies11 1 621.8 1 770.5 1 953.2 100.0 100.0 100.0 1.8 1.7 1.9 

Developed market economies 575.6 612.7 652.6 35.5 34.5 33.4 1.2 1.2 1.3 
North America 166.0 181.6 198.6 10.2 10.3 10.2 1.8 1.8 1.7 
Western Europe . 303.9 316.7 332.3 18.7 17.9 17.0 0.9 0.8 1.0 

EEC. 155.2 161.4 169.1 9.6 9.1 8.7 0.9 0.8 1.0 
EFTA 85.2 86.9 89.5 5.3 4.9 4.6 0.5 0.4 0.6 
Other western Europe 63.5 68.3 73.7 3.9 3.9 3.8 1.5 1.5 1.5 

Japan 83.1 89.0 93.2 5.1 5.0 4.8 1.1 1.4 0.9 
Oceania and South Africa . 22.6 25.4 28.5 1.4 1.4 1.5 2.3 2.3 2.3 

Developing market economies 1046.2 1 157.8 1 300.6 64.5 65.4 66.6 2.2 2.1 2.4 
Latin American republics 155.6 178.3 204.9 9.6 10.1 10.5 2.8 2.8 2.8 
Africa 193.5 214.1 239.3 11.9 12.1 12.3 2.2 2.1 2.3 
Far East 652.9 715.2 800.5 40.3 40.4 41.0 2.1 1.8 2.3 
West Asia 40.4 45.9 51.2 2.5 2.6 2.6 2.4 2.7 2.3 
Others 3.8 4.2 4.7 0.2 0.2 0.2 2.1 2.1 2.1 

Source : See appendix. 

" Details and percentages do not necessarily add to totals, because of rounding. 
1'1 Territorial coverage is the same as in table 2-1. 

57. Relatively rapid population growth has been a 
salient feature of all developing regions. Indeed, in no 
developing region did the annual growth of population 
fall short of 2 per cent; in the Latin American repub
lics, in fact, it was as high as 2.8 per cent. By contrast, 
among nearly all the developed regions, population 

grew at much lower rates-as low as 0.5 per cent in the 
EFTA area. 

The disparate rates of population growth in the 
developed and the developing regions resulted in a 
considerable gap between the rates of growth of per 
capita output in these two groups of market economies 

TABLB 2-3 

Per capita gross domestic product by major regions, 1950, 1955 and 1960" 

Average annual compound rate 
Amount in 1960 dollars of growth (percentage) 

Region 1950 1955 1960 1950-1960 1950·1955 1955-1960 

All market economies11 451 520 558 2.1 2.9 1.4 

Developed market economies 1080 1277 1 410 2.7 3.4 2.0 
North America 2340 2645 2 718 1.5 2.5 0.5 
Western Europe . 655 805 946 3.7 4.2 3.3 

EEC. 672 872 1068 4.7 5.3 4.1 
EFTA 941 1090 1229 2.7 3.0 2.0 
Other western Europe 232 282 322 3.3 4.0 2.6 

Japan 193 278 418 8.0 7.6 8.5 
Oceania and South Africa 800 872 948 1.7 1.8 1.7 

Developing market economies . 105 119 130 2.2 2.5 1.8 
Latin American republics . 252 277 300 1.8 1.9 1.6 
Africa 93 104 113 1.9 2.2 1.6 
Far East 69 78 85 2.1 2.4 1.8 
West Asia 164 189 214 2.7 3.0 2.4 
Others 319 377 472 4.0 3.4 4.6 

Source : See appendix. 1'1 Territorial coverage is the same as in table 2-L 
" Details and percentages do not ncceJSarily add to totals, because of 

rounding. 
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(see table 2-3). In the developed market economies as 
a whole, the average per capita gross domestic product 
increased from $1080 in 1950 to $1410 in 1960 or at 
an annual compound rate of 2. 7 per cent. On the other 
hand, the average per capita gross domestic product 
of the developing regions increased only from $105 in 
1950 to $130 in 1960, or at an annual rate of increase of 
2.2 per cent. Thus, the gap in the per capita output of 
these two groups of market economies widened not 
only in absolute terms-an understandable pheno
menon in view of the large difference in absolute per 
capita levels of the two groups of countries-but also 
in relative terms; the per capita output in the developed 
regions was about ten times as large as that in the 
developing regions in 1950, but by 1960 it was eleven 
times as large. If these trends were to continue, it would 
take nearly thirty-three years for the developing regions 
to double their per capita output, while the gap in the 
per capita output of the two groups of countries would 
obviously be becoming larger. 

58. Among the developed regions, North America, 
which had the highest per capita output ($2718 in 
1960), showed the lowest annual rate of growth (1.5 per 
cent) of per capita output, while Japan, with relatively 
low per capita output ($418 in 1960), recorded the 
highest rate (8.0 per cent). Among the developing 
regions, the Latin American republics recorded the 
smallest annual rate of increase of per capita gross 
domestic product (1.8 per cent), followed by Africa 
(1.9 per cent), the Far East (2.1 per cent), West Asia 
(2.7 per cent) and "others" (4.0 per cent). 

59. While the growth of gross domestic product 
showed a tendency towards deceleration within the 
decade in most of the developed and the developing 
regions, the growth of population showed a tendency 
towards acceleration in both groups, although to a 
larger extent in the latter. These divergent changes in 
the growth of gross domestic product and of popula
tion resulted in an even larger decline in the rate of 

growth of per capita output than in that of total 
output in most of the regions. In the developed regions 
as a whole, the annual rate of growth of per capita 
output declined from 3.4 per cent in the first half of 
the decade to 2.0 per cent in the latter half, while the 
corresponding decline in the developing regions as a 
whole was from 2.5 per cent to 1.8 per cent. 

FREQUENCY DISTRIBUTION OF GROSS DOM
ESTIC PRODUCT, ABSOLUTE AND PER 
CAPITA, 1950-1960 

60. The trends observed in the regional aggregates 
of gross domestic product, population and per capita 
output conceal the wide diversity in the experiences 
of individual countries. The growth rates for individual 
countries show a far greater variation than do the 
growth rates for geographical regions. An analysis of 
the pattern of this dispersion will add to the under
standing of the past trends. Such a pattern can be 
conveniently summarized in the form of frequency 
distributions of the growth rates of individual countries 
as shown in tables 2-4, 2-5 and 2-6 34 as well as in 
charts 2-1, 2-2 and 2-3. 

61. It was indicated earlier that during the nineteen
fifties the average rate of growth of the gross domestic 
product of the developing countries as a group was 
somewhat higher than that of the developed countries 
as a group. However, it is evident from table 2-4 and 
chart 2-l that the average rate of growth of the 
developing countries as a group is not typical of the 
growth rates of individual countries in that group. 
In fact, the proportion of countries growing at 
extremely low rates was much higher among the 

.. While all individual countries are enumerated separately in the 
developed group, a number of countries have had to be combined 
into a single category called " others " in each geographical region 
of the developing group because of the limitations of data. This fact 
must be kept in mind in comparing frequency distributions by 
country. 

TABLE 2-4 

Frequency distribution of countries by rates of growth or gross domestic product between 1950 and 19604 

Developed countries Developing countries 

Percentage Percentage 
Percentage share in Percentage s!tare in 

Average annual compound distribution 1960 gross distribution 1960 gross 
rate of growth of number domestic of number domestic 
(percentage} Number of countrle. product Number of countries product 

I. Less than 2.5 . 2 8 0.2 7 16 13.7 
II. 2.5 to 3.4 7 28 66.4 3 7 8.0 

III. 3.5 to 4.4 4 16 12.9 10 22 33.2 
IV. 4.5 to 5.4 6 24 3.9 11 24 14.3 
V. 5.5 to 6.4 4 16 5.1 7 16 21.1 

VI. 6.5 and above 2 8 11.5 1 16 9.7 

TOTAL 25 100 100 45 100 100 

Source : See appendix. 

a Details and percentages do not necessarily add to totals, because of roundina. 
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TABLI! 2-5 

Frequency distribution of countries by rates of growth of population between 1950 and 1960 4 

Developed countrie• Developing countries 

Percentage Percentage Percentage Percentage 
Average amwal compound distribution share In distribution share In 

rate of growth of number 1960 of number 1960 
(percentage) Number of countries population Number of countries population 

I. Less than 0.5 3 12 9.6 
II. 0.5 to 0.9 . 8 32 31.9 

lll. 1.0 to 1.4 . 7 28 19.4 2 4 0.2 
IV. 1.5 to 1.9 . 1 4 27.7 6 13 41.2 
V. 2.0 to 2.4 . 4 16 4.4 15 33 44.4 

VI. 2.5 to 2.9 . 2 8 7.0 7 16 4.3 
VII. 3.0 to 3.4 . 12 27 9.2 

VITI. 3.5 and above . 3 7 0.8 

TOTAL 25 100 100 45 100 100 

SOIU'ce : See appendix. 
" Details and percentaaes do not necessarily add to totab, because of rounding. 

Chart 2·1 Chart 2·2 

Frequency distribution of countries by rates of 
growth of gross domestic product between 1950 
and 19604 

Frequency distribution of countries by rates of 
growth of population between 1950 and 1960" 

(Gross domestic product shares) 

Dovelo!"'d market economies ....... 
100 

Source: Table 2-4. 

Developing market ec::onomies ....... 

4 For d.n'lnltions of ranges I-VI, see table 2-4. 

(Population shares) 

Developed market economies 
,!If '-"t 

Source: Table 2-5. 

Developing market economiet ....... 

IIIUJiVVVIVUVUI 

4 For definitions of ranges I-VIII, see table 2-5. 

TABLE 2-6 

Frequency distribution of countries by rates of growth of per capita gross domestic product between 1950 and 1960 4 

Developed countries Developing countries 

Percentage 1960 kvel Percentage 1960 level 
share in Percentage of per capita share In Percentage of per capita 

Average Qllnual compound 1960 gross share In gross domestic 1960 grOJs 1harein gross domestic 
rate of growth Number domestic 1960 product Number dbmestic 1960 product 
(percentage) (percentage) product population (dollars) (percentage) product population (dollars) 

I. Less than 0. 6 {13) 10.2 4.3 310 
II: 0 to 0.9 4 ( 9) 7.0 8.9 102 

III. 1.0 to 1.9. 5 (20) 60.8 32.4 2645 13 {29) 20.0 24.6 106 
IV. 2.0 to 2.9. 8 (32) 12.5 14.7 1193 10 {22) 39.5 47.2 109 
V. 3.0 to 3.9. 6 (24) 9.8 15.9 875 3 { 7) 15.2 8.1 246 

VI. 4.0 to 4.9 . 1 (4) 0.9 4.6 278 6 (13) 6.5 6.0 143 
VII. 5.0 and above. 5 (20) 16.0 32.3 695 3 { 7) 1.6 1.0 209 

TOTAL 25 (100) 100 100 1410 45 (100) 100 100 130 

Source : See appendix. 
4 Details and percentaaes do not ncc:eaarily add to totals, because of roundins. 
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Chart 2-3 
Frequency distribution of countries by rates of 

growth of per capita gross domestic product 
between 1950 and 1960" 

Developed market economies 

Per cent 

Developing market economies 

(aj Popvlo!loo sh-• 

Per cent 
40 

(b) Grou domestic produd shares 

I>Oirars 

I Jl Ill IV V VI VII 

Source: Table 2-6. 

(c) Per capita output 

Dollars 

a For definitions of ranges I-VII, see table 2-6. 

I U Ill IV V VI VU 

I II Ill IV V VI VU 

developing countries than among the developed coun
tries. The frequency distribution of the growth rates 
among the developing countries is characterized by 
a large proportion of the countries growing at either 
relatively low or relatively high rates. On the other 
hand, the corresponding distribution among the 
developed countries is unimodal. 

62. The frequency distribution of population 
growth rates exhibits a pattern in many respects 
opposite to that of gross domestic product (see 
table 2-5 and chart 2-2). The distribution for the 
developing countries is more concentrated around the 
group average than is the distribution for the developed 
countries. About 86 per cent of the population in the 
developing countries grew at rates between 1.5 and 

2.5 per cent per year during the decade. The population 
growing at rates lower than 1.5 per cent was of a 
negligible proportion in the total, while about 14 per 
cent of the population grew at rates higher than 
2.5 per cent. By contrast, a relatively large proportion 
of the population in the developed countries has 
shown extremely low rates of growth; about 42 per 
cent of the total population in this group grew at 
rates lower than 1.0 per cent per year. However, at 
the same time, about 39 per cent of the population 
in the developed countries expanded at rates exceeding 
1.5 per cent. 

63. These divergent patterns in the rates of growth 
of output and population as between the developed 
and the developing groups tended to accentuate the 
differences in the rates of growth of per capita output 
in the two groups of countries. In a substantial 
number of developing countries, the population 
pressure was such that the progress made in the volume 
of output was barely enough to improve the living 
standard. As shown in table 2-6, for 13 per cent of 
the population of the developing countries, per capita 
output either declined or rose at annual rates of less 
than 1 per cent. Only 7 per cent of the total population 
of these countries enjoyed rapid growth of per capita 
output-that is, at annual rates amounting to over 
4 per cent. The frequency distribution of the rates of 
growth of per capita output in the developing coun
tries shows a tendency towards clustering around the 
group average whether it is examined in terms of 
population " shares " or gross domestic product 
" shares ". On the other hand, the corresponding 
distribution for the developed countries exhibits no 
such tendency. For nearly 37 per cent of the population 
in the developed areas, per capita output grew at 
rates exceeding 4 per cent per year, but at the same 
time nearly one-third of their population was con
centrated on the relatively low range in growth rates
that is, between 1 and 2 per cent. None of the developed 
countries, however, recorded rates of growth of per 
capita output of less than 1 per cent. Thus, in this 
case the distribution shows two distinct peaks at both 
ends, as shown in chart 2-3. The meaning of this 
distribution becomes clear by a comparison of the 
rate of growth of per capita output with its level. In 
the developed group, there has been a clearly negative 
correlation between these two variables [see chart 2-3 
(c)]. In other words, among the developed countries, 
those with relatively high level of per capita output 
experienced relatively low rates of growth of per capita 
output during the period under review. This negative 
association between the levels and the rates of change 
in per capita output has resulted in some narrowing 
of the per capita output gaps among the developed 
countries over the decade. By contrast, there was no 
such association among the developing countries. 
Thus, the existing differences in per capita output 
among the developing countries tended to be accentu
ated, and the gap in the per capita output between the 
developed and the developing regions tended to be 
widened. 
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TABLE 2-7 

Frequency distribution of countries by per capita gross domestic product in 1960 a 

Gross domestic Percentage distribution 
product Gross 

Number of (billions of Population domestic 
Per capita gross domestic product (dollars) countries dollars) (millions) product Population 

I. Less than 100 . 12 71.7 902.9 6.6 46.2 
II. 100 to 199 14 40.5 238.5 3.7 12.2 

III. 200 to 299 11 35.8 146.0 3.3 7.5 
IV. 300 to 499 9 73.5 177.7 6.8 9.1 
V. 500 to 999 8 58.2 83.1 5.3 4.3 

VI. 1000 to 1499 9 230.0 180.6 21.1 9.2 
VII. 1500 to 1999 5 40.4 25.8 3.7 1.3 

VIII. 2000 and above 2 539.8 198.7 49.5 10.2 

TOTAL 70 1 089.9 1 953.2 100 100 

Source : See appendix. 

a Details and percentages do not necessarily add to totals, because of rounding. 

Chart 2-4 

Frequency distribution of countries by per capita 
gross domestic product in 1960" 

(a) Percentage of population 

(b) Percentage of gross domestic product 

Source: Table 2-7. 
a For definitions of ranges I-VIII, see table 2-7. 

64. The developments during 1950-1960 have in 
no way lessened the highly unequal distribution of 

per capita output among nations. This inequality is 
clearly indicated in table 2-7 as well as in chart 2-4 
which shows the frequency distribution of the market 
economies by per capita output in 1960. It may be 
noted that the per capita output was less than $100 for 
46 per cent of the total population of the market 
economies even as late as 1960; nearly half of the 
population thus contributed only 7 per cent of the 
gross domestic product of all market economies. On 
the other hand, at the top end of the distribution, 
almost one-half of the total gross domestic product 
was produced by only 10 per cent of the population; 
in other words, the average level of per capita output 
of this group was more than thirty times as high as 
that of the group at the lowest end. Also, as can be 
observed from chart 2-4, the frequency distribution 
has a number of peaks over the whole range. The 
United States and Canada are the two countries with 
the highest per capita output (over $2000) belonging 
to the top range VIII. The next highest peak occurs 
at range VI ($1000-$1499); a large proportion of 
the population of the developed market economies 
of western Europe falls in this range. Below this, there 
is another significant concentration in range IV 
($300-$499), but here Japan alone accounts for a 
little more than half of the population as well as of 
gross domestic product. There is heavy concentration 
of population on the lowest scale of the distribution. 
The developing countries fall mainly in the ranges 
between I and IV; the most notable exception, how
ever, is Venezuela whose per capita output is above 
$1000, largely as a result of the impetus received by 
petroleum production. Nearly three-quarters of the 
population in the developing areas is, in fact, in 
range 1-that is, with per capita output of less than 
$100. Indeed, as high a proportion as 94 per cent of 
the population in the developing areas has a per 
capita output amounting to less than $300. 
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TARGETS OF ECONOMIC GROWTH IN THE 
NINETEEN-SIXTIES 

65. It need hardly be stressed that the preceding 
discussion of recent trends in gross domestic product 
raises important questions for the future growth of 
the world economy. Economic growth has now be
come a central objective everywhere in the world. 
In the developed market economies, which not too 
long ago were preoccupied with the problems of eco
nomic stability, increasingly greater attention is being 

devoted to achieving steady economic growth. The 
Organization for Economic Co-operation and De
velopment (OECD), for example, aims at achieving a 
50 per cent increase in the gross domestic product 
of its member countries during the nineteen-sixties, 
or, on the average, at an annual rate of 4.2 per cent. 
In the large number of developing countries in Africa, 
Asia and Latin America, rapid economic development 
is, of course, the most crucial issue of contemporary 
times. It is indeed in recognition of the importance 

TABLE 2-8 

Extrapolatious of past trends and hypothetical projections of gross domestic product, absolute and per capi~ of developed and developing 
market economies in 1970 

Item 

Level 
Developed market economies: 

Gross domestic product (billions of dollars} 
Per capita gross domestic product (dollars) 
Population (millions} b • • • • • • • • • • 

Developing market economies: 
Gross domestic product (billions of dollars) . 
Per capita gross domestic product (dollars} 
Population (millions)!> . . . . . . . . . . 

Annual rate of growth (percentage)c 
Developed market economies: 

Gross domestic product 
Per capita gross domestic product 
Population . . . . . . . 

Developing market economies: 
Gross domestic product 
Per capita gross domestic product 
Population . . . . . . . . . . 

Distribution of gross domestic product (percentage }6 

Developed market economies . 
Developing market economies . . • • . 

Distribution of population (percentage Jb •' 
Developed market economies . 
Developing market economies . . . . . 

Source: Bureau of General Economic Research and Policies of the United 
Nations Secretariat. 

a Gross domestic product is assumed to increase during 1960-1970 at the 
annual compound rate of 4.2 per cent in the developed market economies. For 
the developing market economies, the alternative lafllets relating to gross 
domestic product are: 

(1) A gradual increase from 4.4 per cent per year in 1960 to a terminal rate 
of S.O per cent per year in 1970 in the group as a whole. 

(2) An increase at the average annual compound rate of S per cent during 
1960-1970 in the group as a whole. 

(3) A gradual increase so as to reach a terminal rate of S per cent per year 
in 1970 in each country which experienced an annual growth rate of less 
than S per cent in the nineteen-fifties, the rates of increase in other coun· 
tries remaining at the levels reached in the nineteen-fifties. 

(4) An increase at the average annual compound rate of S per cent during 
1960-1970 in each country which experienced an annualllfOwth rate of 

1970 

Extrapolated Estimated according to altern4tive 
at the rate proiection targets" 

observed 
1960 during 

(actual) 1950-19150 (I) (Z) (4) 

920 l 323 1 388 
1410 l 825 I 914 

653 -125 

170 261 271 277 282 293 
131 159 165 169 172 178 

I 301 1642 

3.74 3.7 4.2 
2.411 2.6 3.1 
1.2 1.1 

4.4 4.4 4.8 5.0 5.2 5.6 
2.2 2.0 2.4 2.6 2.8 3.2 
2.2 2.4 

84.4 83.5 83.7 83.4 83.1 82.6 
15.6 16.5 16.3 16.6 16.9 17.4 

33.4 30.6 
66.6 69.4 

less than S per cent in the nineteen-fifties, the rates of increase in other 
countries remaining at the levels reached in the nineteen-fifties. 

b Population is assumed to increase from 6S3 million in 1960 to 12S mlllion 
in 1970, or at an annual rate of 1.1 per cent, in the developed market economies 
and, during the same period, from 1301 to 1642 million, or at an annual rate of 
2.4 per cent, in the developing market economies. These projections of popula
tion have been prepared by the Population Branch of the Bureau of Social 
Affairs of the United Nations Secretariat and the secretariat of the United 
Nations Economic Commission for Latin America. 

c Data in first column refer to actual rates of growth during 19S0-1960; in 
subsequent columns, they refer to hypothetical rates of growth during 1960-1970 
derived from the &!ISumptions specified in footnotes a and b above. 

" Trend rate obtained from growth curve fitted to time series data for 
t 950.1960. This differs from average annual compound rate shown in table 2-1 
or 2-3, as explained in footnote 4 in this chapter. 

' All market economies equal!OO. 
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of this issue that the United Nations General Assembly, 
through its resolution 1710 (XVI), has designated the 
nineteen-sixties as the United Nations Development 
Decade. A specific objective of the Assembly resolu
tion is " to attain in each under-developed country a 
substantial increase in the rate of growth, with each 
country setting its own target, taking as the objective a 
minimum annual rate of growth of aggregate national 
income of 5 per cent at the end of the Decade ". The 
present section of this chapter examines some of the 
implications of the Development Decade target for 
the developing countries vis-a-vis the OECD target 
for the developed market economies in the light of past 
trends. 

66. Table 2-8 shows a number of hypothetical 
calculations relating to the absolute and per capita gross 
domestic product in 1970 of the developed and the 
developing market economies. Some of the calcula
tions represent simply extrapolations of past trends, 
while others are derived on the basis of a number 
of different projection targets. These hypothetical 
calculations are not forecasts of what will neces
sarily happen, but only magnitudes that result from 
certain assumptions. These assumptions, however, 
derive their plausibility from decisions of Govern
ments, and therefore an exercise which seeks to trace 
their quantitative implications may prove to be of 
some assistance to policy makers. It is in this sense 
that the calculations presented here, though only of 
an illustrative nature, may serve as a basis for con
sidering the changes in international and national 
policies relating to trade and aid that are required for 
fulfilling the objectives of the Development Decade.35 

67. It maybe noted at the outset that for calculating 
the hypothetical levels of per capita gross domestic 
product certain projections of population have been 
taken as data.36 According to these projections, the 
population of the developed market economies is 
likely to increase from 653 million in 1960 to 725 
million in 1970, or at an annual rate of 1.1 per cent. 
This rate of increase is slightly lower than that 
recorded in the nineteen-fifties. By contrast, during 
the same period, the population of the developing 
countries is estimated to increase from 1301 million 
to 1642 million, or at an annual rate of 2.4 per cent. 
Thus, compared with the nineteen-fifties, the growth 
of population in the developing countries is expected 
to accelerate somewhat in the nineteen-sixties. 

68. The principal elements of the illustrative 
exercise can now be put together. The gross domestic 
product of the developed market economies as a group 
increased at an annual trend rate of 3. 7 per cent in 
the nineteen-fifties.37 If this rate of growth were 

" An analysis of the trade needs of the developing countries for 
their accelerated economic growth is presented in Chapter 3. 

" See footnote b to table 2-8. 
" This trend rate has been obtained from a growth curve fitted to 

the time series of gross domestic product for 1950·1960. It differs 
from the average annual compound rate for the same period, as 
explained in footnote 4. In view of the variability in annual changes 
in growth in the course of the decade, the trend rate is undoubtedly 
a more reliable measure for the average growth rate for the decade 

maintained for the group as a whole in the present 
decade, the gross domestic product of the developed 
market economies would amount to $1323 billion 
in 1970.38 Applying the population projections set 
out in the preceding paragraph, it can be seen that 
the per capita output would increase from $1410 
in 1960 to $1825 in 1970, or at an annual rate of 
2.6 per cent. If, however, the OECD target of 4.2 
per cent annual increase were employed as the basis 
for calculations, the gross domestic product of this 
group of countries would amount to $1388 billion 
in 1970, and per capita income would increase to 
$1914, or at an annual rate of 3.1 per cent. 

69. As for the developing countries, if their rate of 
growth as a group in the nineteen-fifties were main
tained-that is, 4.4 per cent per year-their gross 
domestic product would increase to $261 billion in 
1970, or by $91 billion over the 1960 level. By relating 
the population projections mentioned above to this 
result, it may be seen that the per capita gross domestic 
product would increase to $159 in 1970, or on the 
average at the rate of 2 per cent per year. 

70. There is no doubt, however, that a continuation 
of past trends in the developing countries is not 
something that can be looked upon with favour 
anywhere. Indeed, in view of the accelerating trend 
in population, the maintenance of the growth rates of 
total output would in fact involve a smaller growth 
rate in per capita output than that which prevailed in 
the nineteen-fifties. Debates in the United Nations 
have time and again emphasized the urgency of 
accelerating the economic growth of these countries. 
It is in this context that the General Assembly has 
established, as noted earlier, the Development Decade 
target of a minimum annual rate of growth of 5 per 
cent to be achieved in these countries. What magnitude 
of gross domestic product this target would yield at 
the end of the decade naturally depends upon whether, 
for example, the target is applied to the developing 
countries as a group or as individual entities, and, 
again, whether in each of these two cases the annual 
rate of growth is expected to increase gradually so as 
to reach a terminal rate of 5 per cent at the end of 
the nineteen-sixties or is expected to average 5 per 
cent as an annual compound rate for the decade as 
a whole. These are only a few of the several possible 
combinations. The discussion that follows examines 
only these few alternatives since they appear to be 
particularly cogent.39 

71. Thus, according to target (1) set out in table 2-8, 
the gross domestic product of the developing countries 
as a group would increase gradually from 4.4 per 

than is the average annual compound rate which is affected by random 
and cyclical influences in the terminal years. It should be noted, 
however, that for the developing countries the trend rate was the 
same as the average annual compound rate. 

" If the trend rates of growth of individual countries were main· 
tained, the gross domestic product of the developed market eco· 
nomies would amount to $1360 billion in 1970, representing an 
annual rate of growth of 4 per cent for the group. 

•• The implications of these alternatives for the trade needs of the 
developing countries are examined in chapter 3. 
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cent per year in 1960 to a terminal rate of 5 per cent 
per year in 1970. In that case, it would amount to 
$271 billion in 1970, or $10 bil1ion more than what 
it would be if the trend rate of 1950-1960 were to 
prevail. It also follows from this calculation that, over 
the period 1960-1970 as a whole, the average annual 
compound rate of growth would be 4.8 per cent per 
year. Per capita output would increase to $165 in 1970, 
or by 2.4 per cent per year. If, however, the gross 
domestic product of the developing countries as a 
group were to grow at the average annual compound 
rate of 5 per cent in the nineteen-sixties-target (2)
it would total $277 billion in 1970; correspondingly, 
per capita output would reach $169, implying an 
annual rate of increase of 2.6 per cent. 

72. Targets (1) and (2), clearly, provide only a 
hypothetical portrait of the gross domestic product of 
the developing countries as a single group. Targets 
(3) and (4), on the other hand, represent two variants 
of the assumption that a minimum annual rate of 
growth of 5 per cent would be attained by 1970 in 
each developing country. According to target (3), the 
gross domestic product of each developing country 
which experienced an annual growth rate of less than 
5 per cent in the nineteen-fnties would increase 
gradually so as to reach a terminal rate of increase 
of 5 per cent in 1970, the rates of increase in other 
developing countries remaining at the levels reached 
in the nineteen-fifties. In that case, the gross domestic 
product of these countries as a group would total 
$282 billion in 1970, representing an average annual 
compound rate of growth of 5.2 per cent per year 
over the decade as a whole; and per capita output 
would increase to $172, or by 2.8 per cent per year. 
According to target (4), however, the gross domestic 
product of each developing country which experienced 
an annual growth rate of less than 5 per cent in the 
nineteen-fifties would increase at the average annual 
compound rate of 5 per cent per year in the nineteen
sixties, the rates of increase in other developing 
countries remaining at the levels reached in the 
nineteen-fifties. Under this set of assumptions, the 
gross domestic product of the developing countries as 
a group would amount to $293 billion in 1970. The 
average annual compound rate of increase for the 
group during the decade as a whole would be 5.6 per 
cent. Under this target, the per capita output of the 
developing countries would increase to $178 in 1970, 
or on the average by 3.2 per cent per year, a rate 
just in excess of that which is implicit in the target 
for the developed countries. This is a significant rate 
of acceleration which would undoubtedly present a 
considerable challenge for both national and inter
national policy.40 

73. It follows as a corollary that if gross domestic 
product does increase at a higher rate in the developing 

" Provisional estimates suggest that extremely high incremental 
rates of domestic saving would be needed to finance the added 
investment required to achieve such a rate of acceleration of output. 
This is over and above the additional foreign capital that would be 
necessary to finance the estimated trade gap as discussed in chapter 3. 

countries than in the developed market economies, 
the share of the former group in the total would 
rise. Such a trend was already evident in the nineteen
fifties; the developing countries accounted for 15.6 per 
cent of the gross domestic product of all market 
economies in 1960 as against 15.1 per cent in 1950. 
According to the postulates set out in table 2-8, the 
share of the developing countries in the total would 
range from-depending upon which one of the 
postulates is employed-16.3 to 17.4 per cent in 1970. 
Clearly, whichever target is selected, the improvement 
in the share over the nineteen-sixties would be small. 
This small improvement, moreover, must be seen 
against the growth of population. As noted earlier, 
during the nineteen~sixties, the population of the 
developing countries is expected to increase at a rate 
more than twice as large as the corresponding rate 
for the developed market economies. Under this set 
of assumptions, the share of the developing countries 
in the total population of all market economies would 
amount to 69.4 per cent in 1970 as against 66.6 per 
cent in 1960. Thus, more than two-thirds of the 
population of market economies would be accounting 
for just about 17 per cent of their gross domestic 
product. 

74. There is no question, however, that the task 
of bringing about even the modest improvement that 
is implicit in the Development Decade target is far 
from easy. The task requires vigorous and sustained 
efforts on a wide front by the developing countries. 
And these efforts need to be matched by appropriate 
international measures relating to trade and aid, as 
is discussed at some length in the following chapters. 
Indeed, only in the favourable environment of the 
right combination of national and international poli
cies will it be possible to accelerate the pace of 
economic activity in the developing countries. 

Appendix 

75. This note describes the basic sources of data and the methods 
of calculating the estimates shown in tables 2-1 to 2· 7. The methods 
employed for calculating the hypothetical projections shown in 
table 2-8 are explained in the footnotes to that table. 

76. Estimates of gross domestic product. Estimates of gross 
domestic product are based on the data given in United Nations, 
Yearbook of National Accounts Statistics and in national sources. 
In general, the estimates refer to gross domestic product at market 
prices. Estimates in current prices have been converted into constant 
(1960) prices by applying appropriate " deflators " to components 
of gross domestic product by expenditure or by industrial origin; 
where official " deflators " are not available, price indices, such as 
cost-of-living indices, wholesale price indices and export and import 
price indices, have been used for obtaining constant price estimates. 
The constant price estimates of gross domestic product in national 
currencies have been converted into dollars by means of the exchange 
rates prevailing in 1960. In making use of these estimates, the limita
tions of exchange rates as measures for comparing purchasing 
powers of national currencies should be kept in mind. It should also 
be noted that, because of the limitations of data, certain rough 
estimates have had to be made for a number of developing countries. 
In each geographical region, such countries have been combined into 
a single category called "others". 

77. Estimates of population. The population estimates have been 
provided by the Population Branch of the Bureau of Social Affairs 
of the United Nations Secretariat. They incorporate recent revisions 
as well as adjustments for territorial coverage. It should be noted, 
however, that these estimates are provisional and subject to further 
revisions. 
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78. Rates of growth. Unless otherwise specified, the rates of 
growth refer to average annual compound rates of growth between 
terminal years, defined by the expression: 

where X, and X, refer to the variable whose growth is being measured 
in the initial and final years, respectively, of the period under con· 
sideration, and n-1 refers to the duration of that period. 

Chapter 3 

TRADE NEEDS OF DEVELOPING COUNTRIES 
FOR THEIR ACCELERATED ECONOMIC 
GROWTH 

THE PROBLEM AND ITS SETTING 

79. Economic advance ofthe developing nations of 
Africa, Asia and Latin America is undoubtedly a 
crucial problem of contemporary times. Virtually 
everywhere in these continents, Governments have 
assigned top priority to the task of achieving sustained 
economic growth and improvements in the standard 
ofliving. The large nmn ber of plans or programmes of 
economic development that have been or are being 
formulated are indicative of this determination. 
Equally significant in this connexion is the recognition 
that the problem of economic development transcends 
national boundary limits, as is evidenced by the numer· 
ous resolutions adopted in the United Nations on inter
national measures for economic development. 

80. Thanks to these national and international 
efforts, the developing countries have already made a 
number of significant gains. The combined gross 
domestic product of these countries increased in con
stant prices at the average annual compound rate of 
4.4 per cent during the nineteen-fifties. 41 This is by no 
means a small achievement. In fact, in many countries, 
the rates of economic growth recorded in the nineteen· 
fifties marked a sharp break from the stagnation of the 
past. Moreover, an important beginning has been 
made towards diversification of the economies of the 
developing countries. 

81. There is, however, a disturbing undercurrent 
running through recent economic trends. While in the 
nineteen-fifties as a whole the developing countries 
did achieve an annual rate of growth of 4.4 per cent, 
the rate has tended to decelerate with the passage of 
time. Preliminary estimates indicate that the rate in the 
early part of the nineteen-sixties was not significantly 
above 4 per cent. Furthermore, given the rapid growth 
of population, the annual increase in per capita gross 
domestic product amounted to only 1.8 per cent in the 
second half of the nineteen-fifties, and to an even lower 
figure in the early part of the nineteen-sixties. 

82. It is in this context, as indicated earlier, that 
the United Nations General Assembly, through its 

" See chapter 2 above. 

resolution 1710 (XVI), designated the nineteen-sixties 
as the United Nations Development Decade, and called 
for achieving a minimum annual rate of economic 
growth of 5 per cent in the developing countries. Even 
though this is a modest target, its achievement is by 
no means easy. It requires dynamic policies by the 
developing countries as well as by the world com
munity, which has for the first time in history estab
lished a global perspective. 

83. For achieving an acceleration in the pace of 
economic activity in the developing countries, such as 
the acceleration implicit in the Development Decade 
target, the balance of payments is unquestionably a 
crucial limiting factor. As indicated in somewhat 
greater detail in chapter 1, the demand for goods 
exported by the developing countries has, for a variety 
of reasons, been increasing only sluggishly, while the 
prices of these goods have tended to sag. On the other 
hand, heavily dependent as these countries are on 
imported supplies of machinery and other capital 
goods which are strategic for lifting the levels of capital 
formation for economic growth, their own demand for 
imported goods has been sharply on the increase. In 
recent years, in fact, the increased import demand has 
included not only capital goods, but foodstuffs and 
raw materials as well. At the same time, the prices of a 
wide range of goods imported by these countries have 
been edging up. As a result of all these factors, the 
trade balance of the developing countries has tended to 
worsen steadily. Their balance on services account, too, 
has been chronically in deficit, for these countries are 
also heavily dependent on the transport and related 
services provided by concerns in the developed 
countries. 

84. Clearly, therefore, it will be possible to achieve 
a higher rate of economic growth in the developing 
countries only if their trade needs can be filled through 
modifications of commercial policies and through an 
enlarged flow of capital-a flow which has been play
ing an extremely valuable part in promoting economic 
activity in these countries in recent years. It is im
portant, therefore, that a quantitative assessment be 
made of the future trade needs of the developing 
countries. Several of the developing countries which 
have formulated comprehensive economic plans are 
themselves scrutinizing and assessing their trade re
quirements. Much work, however, still remains to be 
done on a country level in this respect. To demon
strate the types of problems encountered in this acti
vity, the present chapter has sought to make a broad 
quantitative assessment of the trade needs implicit in 
the Development Decade target. 

85. It may be recalled that a preliminary assess
ment of this nature was presented in the preceding issue 
of the World Economic Survey.42 The present chapter 
provides a revised assessment on the basis of somewhat 
more recent data. In preparing this revision, opportun-

"See United Nations, World Economic Suney, 1962. I. The 
Developing CoUJitries in World Trade (Sales No.: 63.II.C.l), chap
ter 1. 
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ity has been taken to test alternative assumptions with 
regard to the definition of the Development Decade 
target and to calculate hypothetical trade needs not 
only for the developing countries as a group but also 
for the major geographical regions within the group. 

86. An exercise that seeks quantitative answers 
relating to a period which is some distance away in the 
future must by its very nature be highly tentative. The 
present attempt is no exception. Indeed, the hypo
thetical calculations which are shown in the following 
sections need to be verified and revised continually as 
more data are accumulated and as methodological 
techniques are improved. This is particularly true in 
the case of the developing countries where statistical 
information is often scanty, but is increasing as greater 
experience is gathered. With the establishment of the 
Economic Projections and Programming Centre at 
United Nations Headquarters and the regional centres 
in the regional economic commissions, methodological 
as well as empirical work is now in progress, and the 
results of this work will be made available in special 
studies and monographs at periodic intervals. The 
calculations presented here without elaborate tech
nical and statistical details are simply illustrative 
estimates which may be of some assistance for discus
sions on international policies relating to trade and aid. 
For interested readers, however, a summary of the 
methods employed for calculating these estimates is 
provided in the technical appendix to this chapter.43 

A HYPOTHETICAL ASSESSMENT OF TRADE 
NEEDS OF THE DEVELOPING COUNTRIES 

87. Experience has shown that there is a close link 
between the rate of economic growth and the available 
supply of investment goods. Thus, in order to achieve 
the Development Decade target, the developing coun
tries require a specific increase in the supply of invest
ment goods. Since the domestic capacity to produce 
these goods is generally limited in the developing 
countries, a certain-usually substantial-amount of 
such goods has to be imported. At the same time, the 
rising levels of income are bound to induce an increase 
in the demand for consumer goods, and a part of this 
increase, too, has frequently to be supplied by imports. 
Altogether, therefore, the acceleration of the pace of 
economic growth in the developing countries is likely 
to set into motion a substantial increase in imports. In 
turn, imports have to be financed, barring short-term 
withdrawals from gold and foreign currency reserves, 
through export receipts and inflows of capital from 
abroad. Both exports and capital inflows are deter
mined largely, though by no means exclusively, by 
forces beyond the control of the country concerned. 
This is broadly the framework which is employed here 
for calculating the trade needs of the developing coun
tries at an aggregate level. 

" A detailed discussion of the methodology and statistical tech
niques employed is provided in United Nations, Studies in Long-term 
Economic Projections for the World Economy: Aggregative Models 
(Sales No.: 64.II.C.2). 

88. It is, of course, true that the precise links be
tween external variables and the rate of growth of gross 
domestic product vary from country to country, since 
national economic structures often differ significantly. 
These links are also likely to change as a country 
moves from one stage of development to another. As 
economic development gathers momentum, domestic 
production becomes more and more diversified and 
able to meet demand requirements. Once adequate 
statistical information becomes available, it will be 
possible to estimate future requirements on an in
dividual country basis, or at least on a far more 
disaggregative basis than is attempted here. However, 
notwithstanding these qualifications, it is believed that 
the framework outlined in the preceding paragraph 
does provide a useful tool for assessing the trade needs 
of the developing countries even on an aggregative 
basis. To the extent that this tool yields an indication 
of the task to be accomplished by means of appropriate 
national and international policies for altering the past 
relationships between economic variables so as to 
overcome the problems likely to be associated with 
acceleration in economic development, it has ob
viously an important role to play. 

89. An essential part of the exercise, then, is to 
estimate the empirical relationships between gross 
domestic product, investment and import requirements 
of the developing countries, as well as to prepare a 
quantitative sketch of the major forces affecting the 
demand for their exports. Such relationships have been 
worked out from the data for the nineteen-fifties and 
are shown in the technical appendix. These empirical 
relationships serve as the basis for projecting the future 
trade needs of the developing countries and for assess
ing the magnitude of policy changes required to fill the 
trade needs. 

90. The principal results of the exercise are set out 
in table 3-1. The combined gross domestic product 
of the developing countries amounted to about $170 
billion in 1960. As indicated in the preceding chapter, 
the Development Decade target calls for achieving " in 
each under-developed country a substantial increase 
in the rate of growth, with each country setting its own 
target, taking as the objective a minimum annual rate 
of growth of aggregate national income of 5 per cent 
at the end of the Decade ". What magnitude of gross 
domestic product this target would yield at the end of 
the decade-that is, in 1970-naturally depends upon 
whether, for example, the target is applied to the 
developing countries as a group or as individual 
entities, and, again, whether in each of these two cases 
the annual rate of growth is expected to increase 
gradually so as to reach a terminal rate of 5 per cent at 
the end of the nineteen-sixties or is expected to average 
5 per cent as an annual compound rate for the decade 
as a whole.44 For the purposes of this exercise, it is 
assumed that the gross domestic product of the devel
oping countries as a group would increase at the 
average annual compound rate of 5 per cent during the 

•• See chapter 2. 
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TABLE 3-1 

Developing countries: HypotheticaJ projections or balance or payments with the rest or the world emerging from 
an accelerated rate or gross domestic product 

(In billions of dollars in 1960 prices and exchange rates) 

Item 

1960 
(observed) 

I 

19700. 
(hypothetical) 

II Remarks on derivation of figures in column lJb 

1. Gross domestic product. 170 277 

2. Commodity imports from the rest of the 
world. 22.5 42 

of which: 
a. Primary 4.9 9 
b. Manufactures and base metals 17.1 33 

3. Commodity exports to the rest of the world 21.0 31 
a. To developed countries . 19.7 28 
of which: 

Primary 17.1 24 
Manufactures and base metals 2.5 4 

b. To centrally-planned economies . 1.3 3 

4. Payments for investment income and other 
services (net) 3.3 9 

5. Initial gap on current account (rows 2 and 
4 minus row 3) 4.9" 20 

of which: 
Latin America 0.7 
Africa 2.0 
Far East . 2.4 
West Asia and other . -0.2 

a Figures are rounded to nearest integer. 
b For further details, see technical appendix, paras. 110 to 128. 

nineteen-sixties as a whole. Such an average for the 
decade implies that the annual rate of growth of the 
developing countries would be raised to a terminal rate 
of 5.5 per cent in 1970. Under this assumption, the 
gross domestic product of the developing countries in 
prices of 1960 would amount to $277 billion in 1970.45 

91. It may be pointed out that the choice of this 
particular assumption regarding the Development 
Decade target does not imply that it has any distinct 
advantage or that it is more likely to be near the actual 
outcome. Indeed, none of the figures cited in this 
chapter can be conceived as a forecast. As emphasized 
already, all calculations shown here are purely hypo
thetical. In order to facilitate the discussion, however, 
it is useful to calculate and assess the relevant mag
nitudes on the basis of one particular assumption with 
regard to the target and then compare the results with 
those that emerge from other similar assumptions. 
Such a comparison is provided in the following section. 

92. In order to increase the gross domestic product 
of the developing countries to $277 billion in 1970, the 

" All figures cited in this chapter are derived from data in the 
prices and exchange rates prevailing in 1960. 

5 
6 
6 
3 

Assumed to increase at the average annual compound rate of 
5 per cent for the period 1960-1970 as a whole 

Hypothetical level of imports unadjusted for structural changes 
and policy measures; calculated on the basis of relationships 
prevailing in the period 1950-1960 between imports and gross 
domestic product of the developing countries 

Calculated on the basis of relationships prevailing in the period 
1950.1960 between imports from the developing countries and 
the gross domestic product of the developed market economies; 
the gross domestic product of the developed market economies 
assumed to increase at the same rate as in the period 1950..1960 
(3.7 per cent per year) 

Calculated by using the target for the trade turnover of the 
centrally-planned economies 

Assumed to be related to commodity exports and imports 

Hypothetical deficit in balance of payments on current account 
based on historical (1950-1960) relationships between trade 
components and gross domestic product and unadjusted for 
national and international policies 

c The figure is derived from national income accounts of the constituent 
countries, and may differ from the one shown in the balance-of-payments 
accounts. 

empirical relationships show that gross fixed invest
ment would have to increase even faster than gross 
domestic product. The higher level of investment would 
require larger imports of machinery and equipment. 
In many instances, there might also be a need for 
enlarged imports of raw materials. And as incomes 
increase in the wake of acceleration in economic 
activity, there is likely to be an increased need for im
ported foodstuffs and manufactured consumer goods. 
Assuming that the average relationships of the gross 
domestic product and of the gross fixed investment of 
the developing countries with the relevant components 
of their imports prevailing in the nineteen-fifties would 
also hold in the nineteen-sixties,46 imports of primary 
commodities would increase from $4.9 billion in 1960 
to about $9 billion in 1970, and during the same period 
imports of manufactures and base metals would ex
pand from $17.1 billion to approximately $33 billion. 
The projections of past trends of imports of primary 
commodities are, of course, influenced by the large 
supplies of agricultural products made available to the 
developing countries under Public Law 480 of the 

" See technical appendix. 
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United States as part of aid programmes. If such sup
plies contract in the future, imports of primary com
modities into the developing countries may turn out to 
be smaller. However, assuming for the moment that 
the past relationships would hold, total imports of the 
developing countries would rise from $22.5 billion in 
1960 to around $42 billion in 1970. It follows as a 
corollary that the ratio of imports to gross domestic 
product would increase during this period from 13 to 
15 per cent. 

93. By far the largest part of the exports of the 
developing countries to the rest of the world goes to the 
developed market economies. The prospects for their 
exports, therefore, are closely related with the level ~f 
economic activity in the latter country group. In this 
exercise, in fact, it is assumed that the level of gr~ss 
domestic product of the developed market econonues 
is the sole detern1inant of their imports from the de
veloping countries. If the average relationships be
tween the gross domestic product of the developed 
market economies and the relevant components of their 
imports from the developing countries observed in the 
nineteen-fifties were to continue to prevail,'17 and if the 
gross domestic product of the developed market econo
mies were to continue to increase at the same rate as in 
the nineteen-fifties-that is, 3. 7 per cent per year 48 

the developing countries would be able to increase their 
exports to the former country group from $19.1 billion 
in 1960 to about $28 billion in 1970. 

94. Although exports from the developing coun
tries to the centrally-planned economies are com
paratively small, they have been increasing quite 
rapidly in recent years.49 The future prospects of such 
exports would, of course, depend upon the targets of 
economic growth established or to be established by 
the centrally-planned economies. Since information on 
such targets for 1970 is not available, it is assumed that 
the ratio of exports from the developing countries to 
the centrally-planned economies to the total trade 
turnover of the centrally-planned economies would 
remain the same as in 1960. Under this assumption and 
on the basis of the trade turnover targets shown in 
another document, it appears that the exports from the 
developing countries to the centrally-planned econo
mies would aggregate about $3 billion in 1970 as 
against $1.3 billion in 1960.50 

95. Altogether, then, these postulates imply that, 
in the absence of structural economic changes and new 
policy measures, the total exports of the developing 
countries to the rest of the world-that is, to countries 
other than those that are members of their own group 
-would increase from $21 billion in 1960 to $31 bil
lion in 1970. Furthermore, since these postulates sug
gest a much smaller increase in exports than in imports, 

"Ibid. 
" See chapter 2. 
"See chapter 1. 
•• United Nations "Past trade flows and future prospects for 

trade between the 'centrally-planned economies and developing 
countries " in Vol. VI of this series. 

it follows implicitly that the deficit in merchandise 
trade balance would rise from $1.5 billion in 1960 to 
approximately $11 billion in 1970. 

96. The merchandise trade balance is, however, 
only one component of the balance of payments on 
current account. As noted earlier, the balance of service 
transactions of the developing countries tends to be 
traditionally in deficit, for it is yet another aspect 
of under-development that these countries have to 
depend heavily on the merchant fleets and insurance 
companies of the economically advanced countries to 
meet the transport and insurance requirements of 
their foreign trade and make payments at the same 
time for the servicing of their external debts. Hypo
thetical estimation of the deficit on services' account 
is, therefore, also an essential part of the exercise. 

97. For the purposes of this exercise, service trans
actions are divided into three groups-namely, (a) net 
payments for investment income, (b) gross receipts 
for service items other than investment income and 
(c) gross payments for service items other than 
investment income. Items in groups (a) and (b) are 
assumed to increase proportionately with the exports 
from the developing countries to the rest of the world, 
while items in group (c) are related to the projec
tions for imports.51 These assumptions imply that the 
developing countries would have to make net payments 
for all services totalling $9 billion in 1970 as against 
$3.3 billion in 1960. 

98. Thus, as can be seen from table 3-1, the deficit 
in the balance of payments on current account of 
the developing countries on the basis of the assump
tions made would increase from about $5 billion in 
1960 to around $20 billion in 1970. It is implicit in 
these calculations that, were the relationships of the 
relevant economic variables in the past decade to 
remain unchanged and were no new domestic and 
international policies adopted, every dollar's worth 
of additional gross domestic product would add to 
the deficit in the balance of payments on current 
account an amount approximately equal to 15 cents. 

99. In this exercise, an attempt has also been made 
to calculate the hypothetical deficit for major develop
ing regions. The hypothetical level of imports of goods 
and services of each developing region has been 
calculated by relating the import data with the 
region's gross domestic product. The hypothetical 
level of exports of goods and services, on the other 
hand, has been calculated for the developing countries 
as a group in the manner explained earlier, and then 
distributed among regions by major commodity 
classes according to the respective shares of the!re
gions in the total during the period 195~-1~60.52 <?n 
the basis of these postulates, the deficits m Africa 
and in the Far East would each reach $6 billion 
in 1970, as against $2 billion and $2.4 billion, 

" See technical appendix. 
" For fuels, however, a rough adjustment has been made to allow 

for the possibility of an increased share of petroleum exports from 
Africa. See technical appendix. 
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respectively, in 1960 (see table 3-1). Similarly, the defi
cit in Latin America would total $5 billion in 1970, 
compared with $0.7 billion in 1960.53 In West Asia,54 

which includes a number of countries with a pro
nounced tendency to enlarge their imports with every 
increase in their gross domestic product, hypothetical 
calculations suggest that the small surplus in 1960 
would give place to a deficit of $3 billion in 1970. 
Implicit in this last calculation is also the assumption 
that the petroleum exports of the West Asian coun
tries would not increase as fast in the present decade 
as in the nineteen-fifties. 

MAJOR POLICY IMPLICATIONS 
100. The preceding discussion has brought out that 

a continuation of the past trends would result in a 
gap on current account of the developing countries 
to the tune of $20 billion in 1970. However, in assess
ing the magnitude of the gap-or, what may be 
called the trade needs of the developing countries in 
1970-it must immediately be noted that no account 
has thus far been taken of the net flow of long-term 
public and private funds from abroad. Just as the 
computations leading to the figure of the gap on 
current account have been based on the assumption 
that the relevant past trends would continue, it might 
well be examined as a first step what magnitude of 
foreign capital the developing countries would receive 
in 1970 if the flows of public and private funds were to 
follow the same trends as they did in the nineteen
fifties. Calculations on this basis suggest a figure of $9 
billion for 1970 (see table 3-2). Although this amount is 

TABLE 3-2 
Developing countries: Dlustrative adjustments for financing the 

hypothetical deficit in the balance of payments with the rest of 
the world emerging from an accelerated rate of growth of gross 
domestic product 

(In billions of dollars in 1960 prices and exchange rates) 

Item 

1. Initial gap on current account emerging from 
acceleration of gross domestic product as shown 
in row 5 of table 3-l . . . . . . . . . . . 

2. Net inflow of long-term capital and official 
donations calculated on the basis of trends in 
the period 1950-1960 . . . . . . . . . . . 

3. Hypothetical gap on current and capital account 
4. Illustrative adjustments to close the gap 

a. Increase in exports resulting from accelera
tion of rate of economic growth in developed 

1970 
(hypothetical) 

20 

9 

ll 

market economies implicit in OECD target 2 
b. Required contribution of other policy chan

ges: export drive; increased import substitu
tion; measures to improve net balance of 
service transactions; and achievement of 
General Assembly target for flow of capital 9 

"The year 1960 was, however, a relatively favourable one for 
Latin America. The deficit was much larger in some of the preceding 
years, especially 1957 and 1958. 

.. And the developing countries not elsewhere specified. 

significantly larger in absolute terms than the actual 
inflow received by the developing countries in 1960, 
in relation to the prospective size of the world economy 
in 1970 it is no larger than what it was in relation to the 
size of the world economy in 1960. Thus, if the com
ponents of both the current and capital account were 
to increase according to the trends in the nineteen
fifties, the gap in the balance of payments encountered 
by the developing countries would be of the order of 
$11 billion. 

101. There is no reason, however, why, in a 
dynamic world where economic change is taking place 
constantly, everything should follow the dictates of its 
past. It is the essence of economic development that 
economic structures should change, that economic 
variables should realign their relationships and that 
vigorous policies should be pursued to change the 
old economic order. It is pertinent therefore to 
sketch the contours of policies that could lead to a 
balance in external accounts. 

102. For example, the developing countries might 
achieve a better performance of exports than is 
indicated by the hypothetical calculations summarized 
in table 3-1. One of the assumptions underlying 
those calculations is that the gross domestic product 
of the developed market economies would continue 
to expand at its trend rate of 3.7 per cent per year. 
However, the Organization for Economic Co-opera
tion and Development (OECD) has stipulated an 
increase of 50 per cent during the nineteen-sixties 
in the gross domestic product of its member countries, 
or at the average annual compound rate of 4.2 per cent. 
If the OECD target were achieved, the exports of the 
developing countries to the developed market econo
mies would be larger by about $2 billion than is 
indicated in table 3-l. 

103. Over and above the beneficial influence of 
acceleration in economic activity in the developed 
market economies, some positive results might also 
be yielded by a concerted export drive on the part 
of the developing countries. Too often in the past 
these countries have accorded a lower priority to 
exports. There are indications, however, that the 
emphasis is beginning to shift. Of course, the export 
drive on the part of the developing countries would 
succeed only in the environment of liberal commercial 
policies in the economically advanced countries. If 
adequate international measures are adopted to 
remove obstacles in the markets of the economically 
advanced countries on products-primary commodities 
as well as manufactured goods-exported by the 
developing countries, the benefits are likely to be 
substantially greater. 5' 

104. Furthermore, the developing countries might 
be expected to devote even more attention to import 

" See, for example, " Chapter 1. Access to markets for primary 
commodities in the industrial countries: existing obstacles and 
measures for trade expansion " in Vol. III of this series, and " Meas
sures for the expansion of markets of the developed countries for 
exports of manufactures and semi-manufactures of developing 
countries " in Vol. IV of this series. 



96 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

substitution than they have in the past. As indicated 
earlier, these countries have been receiving signifi
cantly large supplies of agricultural products under 
Public Law 480 of the United States. These supplies 
might not be available in large quantities in the future. 
On the other hand, with the help of improved agri
cultural techniques and practices, the developing 
countries should be able to step up their agricultural 
output, and thus conserve supplies offoreign exchange. 
A similar process of domestic expansion might also 
emerge in other sectors. For instance, it is well known 
that industrialization in the developing countries has 
received great impetus from import substitution.56 In 
recent years, many consumer industries have been 
established and expanded to meet the requirements 
formerly met by imports. The less-industrialized 
developing countries might still find a great deal of 
scope in this area. And the more-industrialized 
developing countries which have already expanded 
consumer industries to a sufficient extent might find it 
profitable to develop intermediate and capital goods 
industries. Also, efforts to promote trade among the 
developing countries through intra-regional specializa
tion could reduce the dependence on imports from 
the rest of the world. If such policies are pursued, the 
level of imports in 1970 need not be as large as the 
calculations based on the assumption of continuation 
of past trends show. 

105. If appropriate measures are formulated, the 
deficit on services account, too, could turn out to be 
smaller than the hypothetical calculation shown in 
row 4 of table 3-1. As the tempo of economic activity 
in the developing countries increases and as economic 
structures become diversified, some of these countries 
might be able to place a greater reliance on their 
own shipping and insurance companies than they 
have in the past. And just as export promotion 
might be pursued with greater vigour, determined 
action might be taken by the developing countries 
to attract tourists from abroad with a view to supple
menting their foreign exchange receipts. There also 
appears to be a growing awareness that the debt 
service burden of these countries needs to be reduced. 
If loans are provided to the developing countries 
on easier terms in the future, there should be some 
easing of potential strain on their external accounts. 

106. There is yet another area of international 
policy which might yield substantial benefits for the 
developing countries. Through its resolution 1522 
(XV), the General Assembly of the United Nations 
has urged that the flow of economic assistance and 
capital to the developing countries be increased 
so as to amount to one per cent of the combined 
national incomes of the developed countries. In the 
discussion thus far it has been assumed that the net 
flow of funds to the developing countries would 
increase simply in accordance with its past trends. It 

•• See, for example, " Industrialization and economic develop· 
ment " in United Nations, World Economic Survey, 1961 (Sales 
No.: 62.II.C.l). 

would actually be more appropriate to assume that 
progress would be made towards achieving the goal 
established by the Assembly, and the past trend would 
accordingly be modified. A good part of the success in 
this respect, of course, depends upon the policies of 
the contributing countries. There is no gainsaying, 
however, that the developing countries, too, need to 
formulate suitable policies with a view to attracting 
public and private capital. In such an environment, 
again, the net flow of funds to the developing countries 
in 1970 could be larger than the hypothetical calcula
tion of $9 billion cited earlier. 57 Such an increase in the 
international flow of capital would contribute towards 
filling the trade gap not only directly as a supplement 
to the foreign exchange earnings of the developing 
countries but also indirectly by providing international 
assistance for the development of export-promoting 
and import-saving industries. 

107. These considerations suggest that if appro
priate national and international measures are adopted 
and vigorously implemented, it should be possible to 
fill the gap in the external accounts that would be 
generated by the acceleration in economic growth 
implicit in the Development Decade target. Indeed, 
the process of economic development must in the final 
analysis bring about important alterations in the past 
relationships between various economic variables 
which formed the basis of hypothetical calculations 
shown in table 3-1. Favourable alterations in such 
relationships would obviously imply a smaller gap 
on current account, while unfavourable relationships 
might endanger not only the realization of growth 
targets but even the continuation of past rates of 
growth. For instance, the fact that these calculations 
have been made in prices of 1960, which is tanta
mount to assuming that the terms of trade will remain 
unchanged, imparts an important element of un
certainty. This is especially so since the terms of 
trade of the developing countries suffered a decline 
in relation to 1960 in both 1961 and 1962. Although 
there has been some improvement more recently, the 
future course of the terms of trade remains uncertain. 
Clearly, if the terms of trade of the developing countries 
were to turn adverse by 1970, the gap on current 
account at the end of the Development Decade 
would be correspondingly larger. 

108. It must also be reiterated that this exercise has 
been carried out on the assumption that the gross 
domestic product of the developing countries as a 
group would increase at the average annual com
pound rate of 5 per cent during the nineteen-sixties 
as a whole. If, for example, as discussed in chapter 2, 
the assumption were that the annual rate of economic 
growth of these countries as a group would increase 
gradually to a terminal rate of 5 per cent in 1970, the 
gross domestic product of the group in 1970 would 
be $271 billion rather than $277 billion, indicated in 

" For a detailed discussion of problems and policies relating to 
external financing of economic development, see " Financing for an 
expansion of international trade "-Vol. V of this series. 
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row 1 of table 3-1. In that case, the initial gap on current 
account shown in row 5 of table 3-1 would be smaller 
by $2 billion. On the other hand, if the assumption 
were that the gross domestic product of each develop
ing country which experienced an annual growth rate 
of less than 5 per cent in the nineteen-fifties would 
increase gradually so as to reach a terminal rate of 5 
per cent per year in 1970, while the rates of increase in 
other developing countries remained at the levels 
reached in the nineteen-fifties, provisional estimates 
suggest that the initial gap on current account in 1970 
would be larger by about $2 billion. 58 Again, if it 
were assumed that the gross domestic product of 
each developing country which experienced an annual 
growth rate of less than 5 per cent in the nineteen
fifties would increase at the average annual com
pound rate of 5 per cent during the nineteen-sixties 
as a whole, while the rates of increase in other develop
ing countries remained at the levels reached in the 
nineteen-fifties, the initial gap on current account in 
1970 might be larger by roughly $6 billion according 
to similar provisional estimates. 58 These last two 
variants of the Development Decade target imply not 
only a larger gap but also the need for a marked 
constraint on consumption in the developing countries. 
Indeed, provisional computations show that under 
these two variants of the target the rates of increase 
in domestic saving would have to be extremely high. 
Such additions to domestic finance would be over and 
above the additional inflow offoreign funds that would 
be required to close the larger gap in the balance of 
payments on current account. 

109. In sum, the task before the world community 
is to achieve a reconciliation of ends and means. The 
alternative to dynamic policies would obviously be 
the elimination of the trade gap through the acceptance 
of a slower rate of economic growth of the developing 

•• These estimates are highly approximate, since they are derived 
by using the empirical relationships for the developing countries as 
a group; they will be revised when the corresponding relationships 
have been worked out on a less aggregative basis. 

Dependent variable 

Foodstuffs (SITC O+ 1) . • . . . 

Agricultural raw materials and ores (SITC 2+4) 

Fuels (SITC 3) . . . 

Chemicals (SITC 5) . 

Machinery and transport equipment (SITC 7)c • 

Other manufactures and base metals (SITC 6 and 8) 

a. Figures in parentheses refer to the standard error of the regression 
coefficient 1>. 

b Gross domestic product of developing countries. 

countries. But surely such an acceptance would defeat 
the very purpose that the world community has set 
out to achieve. In this sense, there is really no alterna
tive. The goal, then, must be to forge an appropriate 
framework of national and international measures for 
accelerating the pace of economic activity in the 
developing countries. It is this framework which 
provides a perspective to the economic issues before 
the world community. 

TECHNICAL APPENDIX 

110. This appendix provides a brief account of the techniques 
used in calculating the hypothetical projections shown in 
table 3-l.a 

I. CALCULATION OF THE COMPONENTS OF THE HYPOTHETICAL GAP 

IN 1970 FOR ALL DEVELOPING COUNTRIES (ROWS 2, 3 AND 4 OF 

TABLE 3-1) 

111. For purposes of calculating the total gap, all developing 
countries have been taken as a single economic unit. In view of 
the heterogeneity of economic structures and diversity of national 
policies, such simplifying assumptions may have introduced a 
significant " bias of aggregation ". On the other hand, the 
procedure adopted permits maximum utilization of available 
time series data, such as imports and exports by major com
modity groups in constant prices.~> In spite of the shortcomings 
associated with this simplification, it is felt that the aggregate 
hypothetical projections shown in table 3-1 could provide a 
useful, albeit tentative, framework for gauging the broad order 
of the trade needs of the developing countries. 

112. The hypothetical gap for 1970 shown in table 3-1 is the 
algebraic sum of three components, namely-imports of com
modities from the rest of the world, exports of commodities to 
the rest of the world and net payments for services to the rest 
of the world. The projections of each one of these components 
are based on historical relationships explained below. 

a A detailed discussion of the methodology and statistical tech
niques used is provided in United Nations, Studies in Long-term 
Economic Projections for the World Economy: Aggregative Models. 

b The Economic Projections and Programming Centre is currently 
engaged in preparing aggregate projections on an individual country 
basis. Lack of standardized time series data of commodity trade in 
constant prices for each developing country has restricted so far the 
scope of this work to a sample analysis of selected countries. 

Constant Independent Coefficient of 
termai Slope" bt variable determination 

-1763 0.03 b 0.868 
(0.005) 

-858 0.01 b 0.915 
(0.001) 

252 0.002 b 0.693 
(0.0006) 

-1710 0.02 b 0.963 
(0.002) 

-1 158 0.35 d 0.896 
(0.049) 

394 0.04 b 0.634 
(0.013) 

c Regression of this group of imports (M,) on gross domestic product of 
the developing countries ( Q) yielded: 

M, -2605+0.06 Q, r' = 0.782 
(0.014) 

d Gross domestic fixed capital formatioD of developing countries. 



98 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

TABLE 3A-1 

Developing countries: Estimates of imports of goods and services by major regions and commodity exports from the rest of the world to 
developing countries by major commodity groups, 1953-1960 in 1960 prices and exchange rates 

{In billions of dollars) 

Item 1953 1954 1955 1956 1957 1958 1959 1960 

Imports of goods and services, total . 20.7 22.5 24.5 27.0 29.0 28.1 28.6 30.5 
of which: 

Latin America 6.9 7.7 8.0 8.7 9.8 9.3 9.1 9.3 
Africa . 4.6 5.1 5.7 5.9 6.3 6.3 6.6 7.0 
Far East . 6.9 7.2 7.9 9.3 9.7 8.9 9.0 10.0 
West Asia 1.7 1.9 2.2 2.4 2.4 2.7 2.9 3.1 
Others" 0.6 0.6 0.7 0.7 0.8 0.9 1.0 1.1 

Commodity exports from the rest of the world to 
developing countries, total 15.1 16.9 17.8 19.9 21.8 21.1 20.6 22.5 
of which: 

Foodstuffs 2.1 1.9 2.0 2.4 2.6 2.8 2.8 3.2 
Agricultural raw materials and ores 0.5 0.6 0.6 0.7 0.8 0.8 0.8 1.1 
Fuels 0.5 0.6 0.5 0.6 0.6 0.7 0.6 0.6 
Chemicals 1.1 1.2 1.4 1.5 1.7 1.7 1.9 2.1 
Machinery and transport equipment . 5.2 5.6 6.1 7.1 8.0 7.7 7.3 7.9 
Other manufactures and base metals . 5.0 5.8 6.4 6.7 7.5 6.9 6.6 7.2 

Commodity exports from developing countries to 
developing countries, total 4.8· 4.9 5.3 5.5 5.9 5.5 5.7 6.0 
ofllhich: 

Foodstuffs 1.0 1.1 1.2 1.3 1.4 1.4 1.4 1.5 
Agricultural raw materials and ores 1.1 1.1 1.2 1.1 1.1 1.0 1.1 1.1 
Fuels 1.7 1.9 2.1 2.2 2.3 2.2 2.2 2.3 
Manufactures and base metals 0.8 0.9 0.9 1.0 1.1 1.0 1.0 1.2 

Source : Bureau of General Economic Research and Policies of the United " Handbook of International Trade Statistics " (mimeographed document 
Nations Secretariat. The estimates for " imports of goods and services " are E/CONF.46/12/Add.l). 
based on national income accounts of the constituent countries. The time 
series of commodity exports from the rest of the world as well as those of the a Estimates exclude imports of crude oil into the Netherlands Antilles. 
intra-trade are based on figures shown in tables 28 to 41 of United Nations, 

TABLE 3 A-2 

Developing countries: Estimates of gross domestic product and gross domestic fixed capital formation by regions, 
1950-1960 in 1960 prices and exchange rates 

{In billions of dollars) 

Item 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 

Gross domestic product, total . . 110.3 115.2 119.8 125.3 132.7 137.9 143.3 149.7 155.7 160.8 169.8 
of which: 

Latin America . 39.2 41.6 42.8 43.8 47.0 49.4 51.1 54.9 56.8 58.3 61.4 
Africa 18.1 19.1 20.0 20.6 21.8 22.3 23.4 24.1 25.1 25.9 27.0 
Far East 45.2 46.8 48.7 51.9 54.2 55.9 58.0 59.6 62.0 64.1 68.3 
West Asia 6.6 6.4 7.0 7.6 8.2 8.7 9.0 9.2 9.8 10.4 10.9 
Others 1.2 1.3 1.3 1.4 1.5 1.6 1.8 1.9 2.0 2.1 2.2 

Gross domestic fixed capital formation, total . 15.7 17.1 17.6 18.1 19.9 21.5 22.7 24.4 24.8 25.2 26.9 
of which: 

Latin America . 6.6 7.1 7.4 7.4 8.4 8.8 9.0 9.5 9.7 9.5 10.1 
Africa 3.0 3.3 3.3 3.5 3.5 3.8 3.9 3.8 4.0 4.1 4.5 
Far East 5.2 5.6 5.8 6.0 6.6 7.3 8.0 8.9 8.7 9.0 9.8 
West Asia 0.6 0.7 0.7 0.8 0.9 1.1 1.3 1.4 1.6 1.8 1.9 
Others 0.3 0.4 0.4 0.4 0.5 0.5 0.5 0.8 0.8 0.8 0.6 

Non.-The above figures are preliminary crude estimates prepared by the Nations, Studies In Long-term Economic Prq]ecllons for lh.e World Economy: 
Bureau of General Economic Research and Policies of the United Nation• Aggregall>e Models. 
Secretariat. For a detalled account of sources and metbods used, - United 
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a. Import requirements of the developing countries 

113. The level of hypothetical imports from the rest of the 
world shown in row 2 of table 3-1 has been derived from calcula
tions based on linear regressions of major commodity imports 
on gross domestic product or gross domestic fixed capital 
formation of the following form: 

Mt = ot+bi Q 
where Mt denotes imports of the jth group from the rest of the 
world and Q is the explanatory variable. All variables are 
measured in millions of dollars in 1960 prices and exchange 
rates. The time series of imports are shown in table 3A-1 and 
of gross domestic product and investment in table 3A-2. Re
gressions of the above-mentioned form covering the period 
1953-1960 are shown above. 

114. The hypothetical level of commodity imports for 1970 
shown in row 2 of table 3-1 has been obtained by using the above 
historical relations in conjunction with the hypothetical levels of 
gross domestic product and gross domestic fixed capital forma
tion of $271 billion and $49 billion, respectively.c 

Dependent variable 

Foodstuffs (SITC O+ 1) 

Agricultural raw materials and ores (SITC 2+4) 

Fuels (SITC 3) . . . . . . . . . . . . 

Manufactures and base metals (SITC 5-8) 

116. With the exception of the demand for fuels, the above 
equations have been used to derive the hypothetical level of im
ports (f.o.b.) of the developed market economies from develop
ing countries as shown in row 3.a of table 3-1. The unusually high 
elasticity of imports of fuels reflects to some extent the occurrence 
of non-economic disturbances. Thus, the hypothetical projection 
shown in table 3-1 is based on the assumption that the future 
income elasticity of fuel imports would be 1.40 rather than 2.47. 
The former figure is implicit in United Nations, Economic Survey 
of Europe in 1960 (Sales No.: 6l.Il.E.1). The common indepen
dent variable of the above regressions, that is, the gross domestic 
product of the developed market economies, is assumed to grow 
at an annual compound rate of 3.7 per cent. 

c. Estimation of the hypothetical/eve/ o/ net payments /or invest
ment income and other services 

117. The figure shown in row 4 of table 3-1 is the net sum of 
three components, that is, net payments for investment income, 
gross receipts for services other than investment income and 
gross payments for services other than investment income. 

118. Net payments for investment income are assumed to be 
proportional to the level of commodity exports to the rest of the 
world. The same crude assumption is used for calculating gross 
receipts for services other than investment income which consist 

c The level of gross domestic fixed capital fonnation in 1970 has 
been obtained from regional capital stock-output ratios. See forth
coming issue of Studies in Long-term Economic Projections for the 
World Economy: Aggregative Models. 

b. Commodity exports to the rest of the world 

115. Exports to the rest of the world are divided into two 
broad categories: exports to the centrally-planned economies and 
exports to the developed market economies. Projections of the 
first category are based on the over-all trade turnover targets of 
the centrally-planned economies, as explained in the discussion 
earlier. Projections of the second group of exports are based on 
demand functions of the developed market economies for such 
exports. The derivation of the demand functions has been based 
upon the simplifying assumption that the level of aggregate in
come of the developed market economies is the only explanatory 
variable of commodity imports from the developing countries. 
The curve fitted by the method of least squares to the data for the 
period 1950-1961 is of the following form: 

Xt = Ot+bt Y 
where x1 is the logarithm of imports of the it" commodity group 
and y the logarithm of gross domestic product of the developed 
market economies. All variables are measured in millions of 
dollars in 1960 prices and exchanges rates. a 

The results obtained are as follows: 

Slope of the double 
Constant term log regression Coefficient of 

a; b[ determination 

-1.14069 0.83 0.899 
(0.088) 

0.12344 0.61 0.752 
(0.111) 

-11.04472 2.47 0.987 
(0.088) 

-4.95620 1.39 0.115 
(0.28) 

mostly of receipts from tourism and port services. The propor
tions used in this exercise, derived from recent observed trends, 
are as follows: 

Region 

Latin America 
Africa 
Far East 
West Asia. 
Others .. 

Assumed ratio of Invest• 
ment income (net) to 
commodity exports to 
the rest of the world 

(percentage) 

19.6 
14.0 
6.0 

20.0 
7.0 

Assumed ratio of gross 
receipts for !lervices 

other than Investment 
Income to commodity 

exports to the rest 
of the world 
(percentage) 

15.5 
8.7 
7.0 

119. Gross payments for services other than investment in
come consist mostly of transport cost and insurance payments. 
This item has been derived as a residual after subtracting from 
the hypothetical level of imports of goods and services of the 
regions (see section II of this appendix), the calculated level of 
intra-trade (see section II) and the commodity imports from the 
rest of the world as shown in row 2 of table 3-1. 

II, DISTRIBUTION OF THE HYPOTHETICAL GAP AMONG THE REGIONS 

120. The gross domestic product of the developing countries 
is assumed to increase at an average annual compound rate of 
5 per cent in the period 1960-1970 as a whole. If it is further as
sumed that the regional distribution of the gains resulting from 

a Rounded figures of these series in blllions of dollars are shown 
in table 3A-3. 
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the acceleration of growth would be proportional to the hypo
thetical share of each region's gross domestic product to the total 

should past trends continue, the regional breakdown of the gross 
domestic product in 1970 would be as follows: 

1960 1970 

Gross domestic Gross domestic 
product product 

in billions in billions 
of dollars Percentage of dollars Percentage 

Region (observed) of Iota/ (hypothetical) of total 

Latin America 
Africa . 
FarEast . 
West Asia 
Others. 

Total developing countries 

121. Table 3-1 (row 5) provides crude estimates of the distri· 
bution of the over-all gap under the hypothesis that the above
shown breakdown of total gross domestic product would hold. 
Quite apart from the arbitrariness of this hypothesis, it should 
also be emphasized that the hypothetical figures of regional 
deficits on current account have been derived on the basis of even 
more crude and aggregative relations than those employed for 
calculating the over-all gap. The crude teclmiques used to derive 
these hypothetical figures are shown below. 

a. Estimation of import requirements for goods and services by 
regions 

122. Owing to the paucity of available statistics, the estima
tion of import requirements by regions could not be done on the 
basis of even large commodity groups as in the case of the over
all gap. At present, the only available comprehensive, albeit pre
liminary, series of imports refer to " imports of goods and ser
vices " derived from national income accounts of the constituent 
countries (see table 3A-1). It should be noted that these series 
include imports from all sources, including trade among the 
developing countries. 

123. For the purposes of this exercise, it is assumed that these 
imports are determined by the level of the regional gross domestic 
product in the following form: 

Mr = ar+br Qr 

where M, is the level of imports of goods and services and Q, is 
the gross domestic product of the r4 region. Both variables are 
measured in millions of dollars in 1960 prices and exchange rates. 
The numerical values of the coefficients ar and br, the standard 
error of br (shown in parentheses) and the coefficient of de
termination of the regional regressions covering the period 
1953-1960 are given below: 

Constant term Slope Coefficient of 
Region a, Or determination 

Latin America 861 0.15 0.776 
(0.032) 

Africa . -2 592 0.36 0.960 
(0.030) 

Far East -1 897 0.18 0.711 
(0.046) 

West Asia". -1650 0.44 0.994 
(0.014) 

Others~> -223 0.57 0.953 
(0.052) 

a The estimates for 1970 derived from this equation have been increased 
by 3.2 per cent in order to cover that part of total imports for which data for 
the whole period 1953-1960 are not available. 

62 
27 
68 
11 
2 

170 

36.5 104 37.5 
16.0 42 15.2 
40.0 106 38.3 

6.5 20 7.2 
1.0 5 1.8 

100.0 277 100.0 

124. Since the fulfilment of the hypothetical target would re
quire a proportionately faster increase in supplies of capital goods 
than in total output-and since a substantial part of these sup
plies would have to be imported-it is obvious that the above 
aggregate relationships, derived from the assumption that the 
gross domestic product is the only explanatory variable, would 
tend to underestimate the level of total import requirements. In 
order to avoid gross underestimation of the import requirements, 
a conjectural figure has been added to the hypothetical level of 
imports of each region derived from the above equations. The 
correction factor equals the product of the regional marginal 
propensity (br) and the difference of investment requirements 
implied in the hypothetical target of output aud in simple extra
polation of past trends of output. The sum of these adjustments 
for the component regions amounted to $1.8 billion in 1970. 

b. Distribution of world exports of developing countries by regions 
of origin 

125. The world exports of each region are divided into three 
groups: commodity exports to developed market economies, 
commodity exports to centrally-planned economies and com
modity exports to developing countries (intra-trade). 

126. The first two categories of exports are discussed above 
in connexion with the over-all gap. It should be recalled that the 
hypothetical level of these exports has been assumed to be de
termined by exogenous factors, such as economic activity abroad 
and trade policies. It is quite clear that the distribution of these 
exports by regions of origin would call for a detailed evaluation 
of the potential supplies in each region and the region's com
petitive strength vis-a-vis other competing sources. At the present 
level of country aggregation, however, it is not possible to infer a 
hypothesis of this nature. Thus, for purposes of this exercise, it is 
assumed that the historical shares of each region to the total 
exports of the developing countries would hold in the future. 
Table 3A-4 shows the weights used for distributing total exports 
by regions of origin. 

127. The third source of current receipts, that is, exports to 
developing countries, is a factor which has not been used for 
calculating the over-all gap. Clearly, when all developing coun
tries are taken as a single economic unit, trade among the con
stituent countries ceases to be a genuine external trade variable. 
But projections at the regional level must necessarily make some 
allowance for this trade. As was noted earlier, the regional im
port functions include imports from developing countries. 
Similarly, on the export side it is assumed that the exports to 
developing countries are determined by the level of total gross 

~ These series of imports do not include imports of crude oil into the Nether
lands Antilles. These imports, which are re-exported after processing, have 
been estimated to reach the level of$915 million by 1970. The latter figure was 
included in the calculation of total imports of this region. 
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TABLE 3A-3 

Developed market economies: Imports (f.o.b.) from developing countries and gross domestic product, 
1950-1961, in 1960 prices and exchange rates 

(In billions of dollars) 

Item 1950 1951 1952 1953 1954 1955 1956 /957 1958 /959 1960 1961 

Commodity imports (f.o.b.) from developing 
countries, total 13.3 13.3 13.0 14.5 14.9 15.8 17.0 17.1 17.5 18.9 19.7 20.4 
of which: 

Foodstuffs 4.5 4.7 4.5 5.3 5.0 5.3 5.8 5.6 5.8 6.1 6.2 6.0 
Agricultural raw materials and ores 4.9 4.5 4.4 5.1 5.1 5.3 5.5 5.3 5.3 5.8 5.7 6.0 
Fuels . 2.0 2.4 2.5 2.7 3.0 3.4 3.7 3.9 3.4 4.7 5.2 5.6 
Manufactures and base metals 1.6 1.6 1.4 1.4 1.6 1.8 1.8 2.0 2.0 2.3 2.5 2.7 

Gross domestic product . 621.8 665.3 693.4 724.4 729.7 782.1 807.9 832.0 831.5 883.0 920.1 951.4 

Sources: The series of commodity imports are derived from table 41 of Research and Policies ofthe United Nations Secretariat on the basis of United 
United Nations, Handbook of International Trade Statistics. Estimates of Nations, Yearbook of National Accounts Statistics and national sources. 
gross domestic product have been prepared by the Bureau of General Economic 

TABLE 3A-4 

Percentage distribution of world exports from developing countries by regions of origin 

Total 
Item exports 

Percentage distribution of exports to: 
Developed market economies by regions 

of origin: 
Latin America 
Africa . 
Far East . 
West Asia 
Others. 

Centrally-plauned economies by regions 
of origin: 
Latin America 25 
Africa . 31 
Far East. 38 
West Asia 6 

Developing market economies by regions 
of origin: 
Latin America 
Africa . 
Far East. 
West Asia 
Others. 

a On the basis of recent indicators, it is assumed that exports of fuels from 
Africa to the developed market economies would reach $1 billion by 1970. 

domestic product of the group as a whole. • The projected 
hypothetical level of the intra-trade obtained on the basis of 

• The numerical results of linear regressions of commodity exports 
on gross domestic product of the developing countries for the period 
1953-1960 are as follows: 

Coefficient 
Constant of deter-

Dependent variable term Slope mination 

Foodstuffs (SITC 0 +I) ....... -230 O.OlO 0.891 

Fuels (SITC 3) •••.......••••.. 441 
(0.00148) 
0.011 0.743 

Manufactures and base 
{0.00271) 

metals 
(SITC 5-8) . ~ .... ~ ............ 83 0.006 0.809 

(0.00119) 

Agricultural Manufactures 
raw materials and 

and ores Fuels"' base metals 

53.7 25.4 28.3 19.2 
24.0 29.6 a 16.6 
16.2 38.5 5.2 53.7 
1.9 2.4 52.2 7.8 
4.2 4.5 14.3 2.7 

23.6 11.4 43.2 7.3 
17.5 18.7 0.6 11.0 
51.9 65.6 13.2 72.4 

5.1 3.1 32.6 6.6 
1.4 1.2 10.4 2.7 

The rest of the hypothetical level of fuels is distributed among the other regions 
according to the h.istorical shares shown above. 

historical relationships was distributed among the regions accord
ing to the past shares of each region to total intra-trade. The 
weights used for the distribution of intra-trade by regions of 
origin are shown in table 3A-4. 

c. Estimation of net payments for investment income and (gross) 
receipts for services other than investment income by regions. 

128. The algebraic sum of the projections based on the rela· 
tionships described above would give the regional balance of 

The intra-trade of agricultural raw materials and ores has followed 
a rather erratic pattern during the past decade. For the purposes of 
this exercise, it is estimated that the level of these exports would 
reach $1.6 billion by 1970. 
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merchandise trade plus gross payments for services. For estimat
ing the hypothetical balance of payments on current account by 
regions, two more items need to be added, namely, net payments 
for investment income and gross receipts for services other than 
investment income. These items have been calculated on the basis 
of the assumed relations between mch payments and receipts and 
the volume of exports as shown in section I.e. above. 

Chapter 4 

INTERNATIONAL TRADE AND ITS RELA
TION WITH NATIONAL DEVELOPMENT 
PLANNING, POLICIES AND INSTITUTIONS 

129. The search for ways and means of adapting 
international economic relations more closely to the 
needs of the developing countries is a major issue in 
world policy forums. Actuating this search is a 
profound concern with the economic development of 
these countries, coupled with a recognition of the sub
stantial influence which international trade and pay
ments bring to bear on their internal economic growth. 

130. The present chapter focuses on this link 
between national economic development and inter
national economic relations. It attempts to trace the 
main interrelations that exist between the domestic 
and international economies, to describe the difficulties 
which arise for national economic development out of 
these interrelations and to indicate briefly some of the 
national and international policies whose pursuit 
can help to lessen these difficulties. These problems 
and policies have been considered within the frame
work of development planning in the developing 
countries, and reference has accordingly been made, 
wherever relevant, to the views expressed on planning 
for economic development by the expert group 
appointed by the Secretary-General of the United 
Nations. 59 

THE IMPORTANCE OF FOREIGN TRADE FOR 
ECONOMIC DEVELOPMENT 

131. In recent years, the developing countries have 
been turning increasingly to economic and social 
planning in their endeavour to sustain or accelerate 
their domestic growth. In framing their policies for 
development, Governments in these countries have 
generally been strongly impressed by the need for 
public action designed to achieve the long-range aim of 
sustained economic growth. In some part, the poor 
performance of the export trade of developing coun
tries in the post-war years has contributed to the 
realization of the need for more vigorous central 
action. Post-war experience has virtually laid rest to 
the more sanguine view-which was often held in 
earlier decades-that specialization in primary produc
tion would generally serve, through foreign trade, as a 
powerful engine of domestic economic growth. But of 
even greater importance has been the recognition that 

., United Nations, Planning for Economic Development, Report of 
the Secretary-General transmitting the study of a group of experts 
(Sales No.: 64.II.B.3 ). 

these countries have inherited from the past many 
social and economic rigidities which are often too deep
seated to be overcome by market forces alone. For such 
reasons, Governments have come to assume a leading 
role in economic and social life, and they have turned 
increasingly to planning as a guide in evolving their 
most effective lines of action. Thus, the marked spread 
in utilization of planning methods has reflected the 
desire to deal with the problems and tasks of economic 
development more effectively. Not least of these 
problems are the difficulties created for these countries 
by the long-standing dependence of their economies on 
developments in foreign trade. 

132. The analysis of world trade in post-war years 
has left no doubt that the dependence on exports of 
primary commodities gives rise to a particularly dis
advantageous pattern of behaviour in the foreign 
exchange earnings of most of the developing countries. 
Not only does such dependence expose these countries 
to unusually large short-term variations in their earn
ings but it also results in a relatively sluggish rate of 
growth in earnings. 

133. These characteristics of the export trade of 
developing countries, together with a more detailed 
exposition of their causes, are described at greater 
length in chapter l. It need only be recalled here that 
while the total exports of all market economies60-

expressed in terms of volume-advanced at an annual 
rate of 5.6 per cent between 1950 and 1961, total 
exports of the developing countries increased annually 
by only 3.6 per cent; and the expansion in their 
exports was accompanied by a deterioration in their 
terms of trade over the same period of about 10 per 
cent. These figures, moreover, relate to total exports, 
including petroleum. Over the same period, the volume 
of petroleum exports from developing countries to all 
market economies61 rose at an annual rate of 7.1 per 
cent while their prices were relatively stable. Excluding 
petroleum-the exports of which are confined to a few 
developing countries-the volume of exports from 
developing countries to all market economies 61 

increased annually by only 2.5 per cent. Superimposed 
upon this sluggish trend have been violent short-term 
fluctuations in export receipts, which, on the average, 
have been in the region of 9 to 12 per cent per year 
during post-war years.611 

134. Though the disadvantageous pattern of 
behaviour in export earnings of most developing 
countries has come to receive very wide recognition, 
there is perhaps less general appreciation of its full 
significance for economic development. In earlier 
decades, analysis of the relation between export 
earnings and domestic economic activity turned mainly 
on the role played by rising export incomes in stimulat· 
ing the growth of domestic income and output. In the 

•• This excludes the centrally-planned economies. 
" Excluding exports to centrally-planned economies for which 

quantum data are not available on a comparable basis • 
" This range of fluctuation has been calculated after removal of 

trend by different methods. 
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past, the main stimulus to growth of domestic income 
and output often originated, not in the domestic 
sectors of the economy, but in the external sector; 
if foreign demand failed to expand, its depressing effect 
was transmitted through the external sector to the 
whole domestic economy. The direct influence of 
changes in export incomes on the current level of 
domestic output and on the inducement to invest in 
production for the domestic market is still a powerful 
factor in many developing countries today, par
ticularly among those in which the export sector 
bulks large in the economy. However, because of the 
more active role which Governments have assumed 
in seeking to stimulate production and investment 
for the domestic market, the role of export incomes 
in determining the movement of aggregate domestic 
demand has generally ceased to be of such exclusive 
importance as in the past. 

135. The intensification of efforts to generate 
internal sources of growth, however, has not lessened 
the strategic role of the foreign trade sector. On the 
contrary, this has brought to the fore another crucial 
link between the foreign trade sector and domestic 
economic development. With the expansion of domestic 
demand being supported by governmental action, 
attention has shifted to the role played by imported 
supplies in facilitating growth. Even where the export 
sector has ceased to be a primary source of stimulus 
to the growth of domestic income and output, the task 
of raising domestic production and investment has 
none the less continued to depend substantially on the 
ability to obtain increasing supplies of imports. 

136. In the developing countries, there has generally 
been a tendency for imports to advance strongly as 
development programmes have got under way. In 
the period between 1950 and 1960, for example, the 
volume of goods imported by these countries-taken 
as a group-increased at a higher annual rate than 
their total domestic production; while gross domestic 
product grew at an annual rate of 4.4 per cent, 
merchandise imports increased by 4.6 per cent per 
year. Underlying this tendency has been a shift in 
the composition of domestic demand towards the 
kinds of manufactures and materials which these 
countries have been least well equipped to produce. 
In most countries, a major element in this shift has 
been the increase in the share of investment in total 
expenditure. Since these countries are largely deficient 
in the engineering and metal-working industries 
producing capital goods, the import content of domes
tic investment is usually high; in recent years, it 
has typically been in the region of 25 to 40 per cent. 
Consequently, the shift in domestic demand towards 
investment has led to a strong increase in import 
demand for investment goods. At the same time, the 
industrial and agricultural growth ensuing from 
development programmes has created new demands 
for intermediate goods and raw materials, some part 
of which has had to be met from foreign sources of 
supply. Further, in food-deficit countries, both econo-

mic and population growth have tended to heighten 
demand for imported supplies of food. On the one 
hand, the extremely low levels of per capita income 
combined with rapid population growth give rise to 
relatively high rates of growth in total demand for 
food as national income rises. On the other hand, by 
virtue of the inflexibility of agricultural output which 
arises from the social and economic backwardness of 
the rural areas in many countries, the prompt expan
sion of domestic food production at a rate sufficient 
to meet increasing domestic requirements presents 
particular difficulties. These circumstances, taken 
together, have strengthened demand for imported 
supplies of food. 

137. It is important to appreciate that this tendency 
for many classes of imports to advance strongly arises 
essentially out of the character of the productive 
structures which the developing countries have in
herited from the past. It cannot be simply explained 
as a consequence of aggregate demand advancing too 
rapidly in relation to aggregate supplies. Of course, 
inflationary pressures have been present in many 
developing countries at one period or another; 
frequently, investment programmes have outreached 
the capacity of the economy to save or its ability 
to obtain supplies of foreign capital. But, even where 
efforts to maintain a dynamic balance between aggre
gate saving and investment have met with success, the 
problem created for the external balance by rising 
import demand in the face of sluggish export growth 
has persisted. 

138. The fact is that the structural rigidities in the 
economies of developing countries prevent the rapid 
adaptation of output to the changing composition of 
domestic demand. Adaptation of the level and com
position of supplies to changing requirements is, of 
course, a central task of development programmes. 
But it would be quite unrealistic to suppose that 
this is a process which can be achieved with equal 
ease and speed in all lines of production. There are 
sectors or branches of production, such as agriculture 
or the heavy engineering industries, whose output in 
the immediate future is, so to say, supply determined 
rather than demand determined; output cannot res
pond readily to the growth of domestic demand but is 
dependent on the prior transformation of supply 
conditions. Consequently, if requirements for the 
products of such sectors cannot be imported in the 
requisite quantities, the rate of growth of the economy 
as a whole may be slowed down. 

139. By virtue of the economic structure of de
veloping countries, imbalances between domestic output 
and requirements are almost bound to be accentuated 
as development programmes get under way; and it is 
only through an adequate rate of growth in the 
capacity to import that the constraint on growth 
imposed by these imbalances or structural rigidities 
can be lessened. Of course, development programmes 
have to submit to the discipline of external as well 
as of internal balance. Not only should a dynamic 
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balance be maintained between investment and saving, 
but the rising import requirements generated by 
development plans or programmes should also .not 
exceed the growth in foreign exchange receipts 
derived from export earnings and from net inflows 
of foreign loans and grants. If, however-as has been 
the case for most developing countries-the rate of 
growth in foreign exchange receipts is relatively slow, 
then the need to safeguard the external balance be
comes in itself, a principal factor circumscribing the 
rate of domestic economic growth. It is primarily for 
this reason that so many developing countries have 
expressed deep concern about current trends. in 
world demand for their exports and have emphasized 
the need for more liberal commercial policies on the 
part of developed countries and for an expanding 
volume of foreign aid. 

THE TASK CONFRONTING THE DEVELOPING 
COUNTRIES 

GENERAL DEVELOPMENT POLICIES 

140. It is clear that, within the foreseeable future, 
trends in the foreign trade sector will continue to be of 
crucial importance for the rate of economic gr~wth 
which each developing country can hope to achieve. 
But this certainly does not mean that the rate of 
growth in these countries is simply determined. by 
developments in the foreign trade sector. Even tf a 
country is fortunately placed .with r7gard to !he 
growth of its export earnings or Its rece1pts of foreign 
capital, this alone is obviously no assurance that ~n 
adequate pace of domestic economic dev~lopment wtll 
be established. On the other hand, If a country 
pursues effective policies for development, much can 
be done to acctlerate domestic economic growth even 
in the face of limited prospects for expanding foreign 
exchange receipts. Each developing country, in other 
words, must seek to ensure that it utilizes its available 
resources to the best possible advantage. 

141. In numerous developing countries, the tasks 
which confront them in seeking to develop their econo
mies go well beyond programmes of a specifically 
economic nature. The social framework inherited from 
the past, and within which economic activity i.s con
ducted, has often not been conducive to economic pro
gress. Considerations of social equity and stability 
alone may argue for reform of the existing social 
structure, but appropriate reforms have also been in
dicated as a necessary condition of the achievement of 
adequate and sustained rates of domestic economic 
growth. In the broadest terms, this means that the 
social barriers which discourage efforts throughout the 
country to raise productivity have to be broken down. 
Such barriers have many different sources; they may 
arise, for example, out of the ignorance and illiteracy 
of the mass of the population or out of the extreme 
concentration of wealth in the hands of a few. Among 
the most common of the concrete forms which such 
barriers take has been an inequitable system of land 

ownership and land tenure; and many developing 
countries have been taking steps to reform the pre
vailing system, not solely for reasons of equity, but 
also to strengthen the incentive of agricultural pro
ducers to increase output. Measures of this nature
not only ofland reform but also for the more equitable 
distribution of income and wealth in general and for 
mass education-cannot be considered as irrelevant 
to policies of economic development but contribute 
heavily to the growth of viable economic systems. 

142. There is no clear line of division between 
general policies designed to create an appropriate 
social milieu for development and measures of a 
more directly economic nature. Broad educational pro
grammes, for instance, intended to lessen illiteracy and 
ignorance merge into more specifi~ programmes for 
increasing the supply of human skills neede? for ~he 
operation and management of new productive umts. 
It is obvious however, that broad social policies must 
be complem'ented by many measures of a directly 
economic character. 

143. Within the more strictly defined sphere of eco
nomic activity, one of the most important character
istics of under-developed countries is their relatively 
small capital stock. Given the importance of invest
ment for economic growth, a major obligation of Gov
ernments in these countries has been to introduce 
measures calculated to raise the level of domestic in
vestment and saving. In some countries, this has been 
partly a problem of strengthening the inducement to 
invest in the private sector. Governments have 
generally sought to stimulate investmen~ by . ~ll:ch 
measures as the provision of adequate baste facthttes 
and improved credit facilities and the use of tariffs and 
import controls to create a sheltered market for 
domestic producers. Generally, however, the problem 
of stimulating investment in the private sector has been 
a less difficult task than that of raising the level of 
saving in order to permit a larger volume of total ~n
vestment; this is particularly true of those countnes 
where the Governments themselves have been pre
pared to undertake new projects in the productive 
sectors of the economy wherever private initiative has 
not been forthcoming. 

144. In many developing countries, little, if any, 
progress was made during the past decade in rais~ng 
the level of domestic saving. 63 Since, in these countnes, 
reliance has to be placed primarily on increases in 
public saving to effect substa~tial changes i~ the ~ro
portion of total income that ts sav~d, th~ dt~appo~nt
ing past behaviour of total domestic savmg IS mamly 
ascribable to trends in public revenue and expenditure. 
Nevertheless, there does appear to be increasing re
cognition of the importance of the public sector in 
raising total domestic saving. To quote from the report 
of the Group of Experts on Planning for Economic 
Development:" Increases in public saving have bec:n a 
key element in most development plans. The Wide-

" See United Nations, World Economic Survey, 1959 (Sales No.: 
60.II.C.l ), chapter 2. 
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spread emphasis on a greater government contribution 
to total saving may be partly a belated recognition of 
the inadequate levels of public saving in recent years. 
During the nineteen-fifties, for example, the ratio of 
public saving to national product in most under
developed countries increased either very slightly or 
not at all. In large measure, this resulted from the 
rapid increases in government consumption generated 
by the process of economic and social change." 64 

145. Recent plans of a number of developing coun
tries imply that programmes of current public ex
penditure are to be scrutinized more closely in an 
effort to improve the public accounting of funds, 
increase administrative efficiency, and slow down the 
rate of growth in non-essential expenditure. However, 
the scope for limiting the growth in current expenditure 
has often been circumscribed. Among the newly in
dependent countries, there has frequently been a need 
to strengthen existing administrative services. More 
generally, it has often been found necessary to expand 
existing governmental services, or to provide new ser
vices, in support of programmes for economic develop
ment. For such reasons, the expansion of public saving 
in developing countries, while it can be materially 
enhanced by efforts to increase efficiency in govern
ment, generally has to rely mainly on the measures 
taken to increase public revenue. 

146. In most developing countries, the tax struc
ture prevailing in the past has not been such as to 
assure an acceleration in the growth of public revenue 
as national income has risen. A large proportion of 
tax revenue has generally been derived from import 
and export duties; and receipts from these taxes have 
accordingly depended on trends in foreign trade and, 
more specifically, in trade of dutiable imports and 
exports. Heavy reliance on export and import duties 
has also meant that the short-term instability of the 
external sector has been transmitted directly to tax 
revenue. 

147. There has thus generally been a need to in
crease revenue from other sources both to raise the 
level of total revenue and to stabilize receipts. Direct 
taxation of personal incomes, has, for example, often 
been neglected as a fiscal instrument. There has fre
quently been scope for the introduction of greater 
progressivity in the rates of income tax without serious 
impairment of incentives to work or save. The tax base, 
moreover, has often been relatively narrow, the level of 
income at which taxes become payable being set at a 
comparatively high figure. A broadening of the tax 
base and greater progressivity in tax rates could con
siderably enhance the effectiveness of personal income 
taxes in many countries. However, it has to be recog
nized that, in developing countries, there are generally 
major practical limitations on the extent to which total 
public revenue can be raised by means of these taxes. 
The incomes of most of the population are extremely 
low and are often received in kind rather than cash. 

•• United Nations, Planning for Economic Development, para. 139 
{Sales No.: 64.ll.B.3). 

Even where incomes are monetized and are at a level 
which might attract tax, there are frequently no records 
of income payments which might be utilized to prevent 
tax evasion. Tax administrations, in any case, arc 
frequently weak and lack the resources to prevent 
extensive tax evasion under existing income tax laws. 

148. By comparison with personal income taxes, 
the direct taxation of company incomes is much easier 
to administer in developing countries. No doubt partly 
for this reason, company taxes have been less neglected 
as a means of raising revenue and there may be rather 
less scope for further increasing revenue from this 
source, given the small scale of output and the prevail
ing low levels of productivity. Moreover, the active use 
of measures of relief from taxation to encourage in
vestment in export-promoting or import-substituting 
industries also limits the increases in revenue that can 
be obtained from this form of taxation. 

149. A more promising source of new revenue has 
been the imposition of additional indirect taxes on 
domestic production and sales. With the growth of 
domestic economic activity, there has been consider
able scope for the enlargement of revenue through the 
imposition of taxes on domestically produced com
modities. If such taxes bear particularly on less essen
tial goods, they need not be unduly regressive in effect. 
In many countries, the agricultural sector also offers 
possibilities for the enhancement of tax receipts. Land 
assessments have often not been revised for many years, 
and they do not reflect the increases in capital values 
that have resulted from improvements in irrigation, 
transportation and similar changes. The revision of 
assessments, together with an appropriately devised 
system of land taxes, could increase tax receipts. 
Finally, it should not be forgotten that the pricing 
policies pursued with regard to public utilities constitute 
another important element of fiscal policy. The prices 
charged for public services have frequently not been 
adjusted in line with the trend in prices throughout the 
economy as a whole; while charges for certain services 
may have to be kept relatively low in order to provide 
an incentive to private investment, unduly low prices 
may defeat the general aim of fiscal policy to raise 
public saving. 

DEVELOPMENT PLANNING AND THE EXTERNAL 
BALANCE 

150. As suggested above, even the most vigorous 
efforts to raise the level of domestic saving and to 
accelerate economic growth may fail to evoke com~ 
mensurate advances in the volume of investment and 
output if the supply of foreign exchange proves to be 
insufficient to finance rising import requirements. In 
formulating development plans, it is not enough to 
ensure that the planned level of investment will be 
matched, at prevailing prices, by the prospective 
supply of saving; among other things, it is also essen
tial to consider whether the import requirements 
arising out of the plan can be met by the likely supply 
of foreign exchange. 
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151. To reconcile the necessity of maintaining 
external balance with the desire to accelerate domestic 
growth, the most careful consideration has to be given 
to the future patterns of domestic investment and out
put. Through appropriate adaptation of thi~ pattern, 
the constraint imposed on the rates of domestic growth 
by the need to maintain external balance can be 
lessened. It cannot be pretended that, in the actual 
process of planning in developing countries, it is in 
any way an easy task to determine this optimum pat
tern of investment and output. Not only are there 
major uncertainties surrounding future developments 
in the external sector, but there is also a dearth of 
knowledge in most countries about the possible trends 
in domestic demand, production and import require
ments of specific sectors. In practice, decisions about 
the pattern of investment and <?utput whi~h is ~p
propriate in the light of prospective trends m foreign 
exchange supplies and import requirements have 
usually to be based on partial analysis. 

152. The difficulties and uncertainties surrounding 
the task however, do not lessen its importance. It is 
not onl; that over-all targets may prove unrealistic if 
insufficient attention is paid to the external sector; 
much more important is the fact that careful scrutiny 
of plans in the light of the constraint imposed by the 
external balance may suggest a different system of in
vestment priorities than originally envisaged. If the 
initial targets set for the rate of growth in total output 
and for investment appear likely to generate increases 
in import requirements exceeding the supply of foreign 
exchange, the pattern of investment has to be recon
sidered in order to give greater emphasis to the de
velopment of import-substituting or export-promoting 
activities. 

153. Among the developing countries, plans have 
generally been directed more to the devel?pment. <?f 
import-substituting than of export-prom~tmg. actiVl
ties. This, it will be understood, has not 1mphed any 
trend towards autarky. The pursuit of policies to 
protect the domestic market. an~ there?~ ~o encourage 
the growth of import-subst1tutmg actiVIties has been 
an important means of raising levels of investment and 
output in developing countries. But the intent has 
obviously not been to limit total imports as an. 7nd in 
itself; it has been rather to change the composition of 
imports. Like export promotion, import substitution 
has been a means of increasing the capacity to import 
capital goods required for economic growth. The sav
ings from import substitution have not been used to ac
cumulate foreign exchange but rather to finance the 
imports of more essential goods that could not be pro
duced at home. In part, the greater emphasis on import 
substitution has reflected the fact that it has frequently 
constituted the more efficient means of increasing the 
requisite imported supplies, especially at an early stage 
of development. Import substitution, however, has 
also usually appeared to be more feasible since it 
encounters fewer obstacles than the creation of an 
export trade. The development of an export trade in 
manufactures not only means that products have to be 

successfully adapted to the requirements of foreign 
markets; it also means that costs have to be lowered 
sufficiently to surmount the tariff barriers erected by 
commercial policies. 

154. In all developing countries, there have been 
many opportunities for the replacement of imports 
through the establishment of new industries, but in 
many, substantial scope for import substit~tion has 
also existed in primary production. Where 1t has ap
peared feasible to replace imports of food, fuels and 
raw materials by domestic production, the grounds 
for stimulating output have been no less strong than in 
the case of industrial production. Obviously, the 
natural resource endowment of individual countries 
limits the range of primary commodities which they 
can produce or may render some lines of production 
unduly costly. And, as industrialization progresses, 
countries generally find that they have to import a 
widening group of primary comrnodi~i~s. How~':er, 
in view of the very low levels of productiVIty prevailing 
in the agricultural sector of most developing countries, 
it is generally possible to limit imports of food or raw 
materials through the application of additional re
sources to the agricultural sector; and greater domestic 
production of such goods can release foreign exchange 
for imports of goods whose current domestic produc
tion appears less feasible and more costly. 

155. It has to be recognized, however, that there 
are limitations arising from the supply side to the rate 
of growth in agricultural output which can be achieved 
within the period of a medium-term plan. Reference 
has already been made to the issue of the adequacy 
of the system of land ownership and tenure. Extensive 
programmes of land reform, however, take time to 
implement and, in themselves, only provide a frame
work within which sufficient incentives for agri
cultural producers can be developed. Bound up with 
the problem of adequate incentives, there is, moreover, 
the slow and difficult task of encouraging peasants to 
adopt more modern techniques of farming. The 
application of more advanced techniques is also depen
dent on the rate at which the agricultural sector can 
be supplied with an expanding volume of such inputs 
as fertilizers, improved seeds, irrigation works and 
agricultural implements; and increases in the supply of 
at least some of these inputs require that additions to 
industrial capacity be made. For such reasons, the 
transformation of the rural economy into a modern 
sector of production is necessarily a gradual process. 
And this means that the rate of growth in agricultural 
production cannot always be readily adapted to plan 
requirements with regard to import substitution of 
food and raw materials. 

156. It is more often in the field of industrial 
production that substantial savings in foreign exchange 
can be readily effected through import substitution. 
Among developing countries at the very early stages of 
industrialization, there has generally been a consi
derable range of new projects which can be established 
and brought into operation quite quickly, yielding 



INTERNATIONAL TRADE AND ITS SIGNIFICANCE FOR ECONOMIC DEVELOPMENT 107 

savings in imports within the period of a medium
term plan. In the course of the past decade, for example, 
there was a general tendency among the less-indus
trialized countries in the developing areas to record 
fairly rapid rates of expansion in output of non
durable consumer goods industries and certain inter
mediate producer goods industries, such as the cement 
and fertilizer industries. Although part of the increase 
in domestic output was absorbed in meeting the 
expansion of domestic demand, a large proportion 
went to the replacement of current imports of these 
goods. Thus, a substantial amount of foreign exchange 
generally became available for imports of other classes 
of goods through this process. It has been estimated, 
for instance, that in a number of developing countries, 
the growth in output of consumer goods and inter
mediate goods industries during the nineteen-fifties 
yielded net savings in foreign exchange equivalent to 
50 per cent or more of the value of capital goods 
imported in the early part of the decade. 85 

157. As developing countries become relatively 
more industrialized, the scope for the development of 
import-substituting industries in the field of consumer 
goods or selected intermediate goods tends to diminish. 
In the initial phases, industrialization has tended to 
concentrate on the development of consumer goods and 
certain intermediate goods industries and their output 
has usually expanded much more rapidly than domestic 
demand. Once imports have been largely replaced, 
however, the scope for further rapid growth of output 
diminishes and the rate of expansion becomes limited 
by the pace of growth of domestic demand. In the 
course ofthe nineteen-fifties, for example, in such more
industrialized countries as Brazil, India and Mexico, the 
role of such import-substituting industries in the 
growth of total industrial output became much less 
important than it is in other less-industrialized 
countries. The pattern of industrial development, in 
other words, tended to shift towards producer or 
durable goods industries, such as the metallurgical 
and engineering industries. The growth of these in
dustries has meant that imported supplies of capital 
goods can be augmented by domestic output. The 
longer gestation period of most capital goods indus
tries does, however, limit the increases in output that 
are likely to be obtained within the period of a 
medium-term plan from the investment made in these 
industries during the same plan period. 

158. In many branches ofthe engineering and heavy 
goods industries, relatively long periods of time elapse 
between the decision to establish the branch and its 
entry into full production. The period of construction 
for individual plants-as, for example, a steel mill-is 
often lengthy. Once established, their entry into full 
operation is frequently impeded by the need to train 
the work force in an entirely new range of technical 
and managerial activities. The creation of such indus
tries, moreover, is generally not simply a matter of the 

"See United Nations, World Economic Survey, 1961 (Sales No.: 
62.II.C.l), chapter l. 

erection of individual plants but rather consists in the 
development ofwhole complexes of interrelated plants; 
and production in individual plants can thus be held 
up by delays or difficulties in the establishment of 
ancillary industries. 

159. For these kinds of reasons, investment in such 
industries may, within the period of a medium-term 
plan, fail to augment appreciably the domestic supply 
of capital goods, and may thereby contribute little 
towards relieving the pressure on the external balance. 
Indeed, since such investment generally requires 
substantial imports of machinery and equipment, it 
may well, on the whole, constitute an added burden on 
the external balance during the course of a medium
term plan. This is to be compared with investment in 
light industries which can usually be established and 
brought into production more speedily and which can 
therefore be counted upon to provide an earlier 
saving in imports. 

160. The longer gestation periods of many branches 
of the engineering and heavy goods industries is no 
argument against initiation of their development. 
But it does mean that the investment programmes 
of the more-industrialized of the developing countries 
may offer less immediate relief to their external 
balance by way of import substitution than is usually 
the case among the less-industrialized countries. It also 
stresses the importance, for the less-industrialized 
countries, of initiating the development of such indus
tries well before the time when the economy is actually 
likely to require domestic production of capital goods. 
In other words, investment plans should be drawn up, 
not only in the light of requirements for output over 
the course of the medium-term plan, but also in the 
light of the longer-term requirements of the economy; 
for the products of industries with long gestation 
periods, it is important that long-term projections of 
future domestic requirements be made before current 
investment plans are decided upon. Failure to do so 
may mean that, at some time in the future, an addi
tional burden is thrown on the external balance 
by the absence of expanding domestic industries; 
and the rate of growth may be slowed down while 
these industries are belatedly initiated. The same 
line of reasoning also stresses the importance for 
small countries of grouping together in some form 
of economic association at an early stage in their 
industrialization; otherwise, the limited size of domes
tic markets, being unable to support industries in 
which economies of scale and external economies are 
important, could constitute a major obstacle to more
advanced industrial growth.66 

" In this connexion, it was noted in the report of the Expert 
Group already referred to that "there are indications of the growing 
awareness of the need for greater co-operation in the planning of 
new industrial capacity. Particularly in the economically small 
countries, where the size of the domestic market is too small to 
permit efficient levels of capacity, proposals for multinational rather 
than national planning of industries with a view to reaping the 
benefits of economies of scale are being examined. Such specializa
tion need not lead to markedly different patterns of industrialization 
in the co-operating countries but may even be applied to different 
branches of a given industry. Work on co-operation of this nature 
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161. If the more-industrialized countries have less 
scope, within the period of current medium-term plans, 
for relieving foreign exchange shortages through the 
development of import-substituting industries, they 
must concentrate on augmenting their foreign ex
change earnings through the expansion of their export 
trade in manufactures. The substantial and rapid 
expansion of an export trade in manufactures is 
clearly more feasible in countries where the develop
ment of industry-oriented initially towards the 
domestic market-is already well advanced. But this 
does not exclude the possibility of a growing export 
trade in manufactures from the less-industrialized 
countries as well. Indeed, among countries with very 
small domestic markets, the need to expand the 
market through foreign trade is, for reasons just 
mentioned, particularly strong. In the past, there 
have been many instances of the development of 
industries engaged in the processing of raw materials 
which are almost entirely oriented around export 
markets; examples are the smelting, sugar refining 
or petroleum refining industries. And countries faced 
with foreign exchange shortages cannot afford to 
neglect any opportunities which continue to exist 
for the development of such industries. But there is 
also need for the creation of other export industries, 
perhaps of a specialized character, which engage in the 
production of final manufactures suitable for export. 

162. The creation of industries with the capacity to 
produce exportable surpluses does not in itself assure 
the development of export trade in manufactures in 
view of the many obstacles to such trade which arise 
out of the commercial policies of potential importing 
countries. But, besides the need for ready access 
to foreign markets, it is necessary for developing 
countries to be able to produce exportable supplies 
which are internationally competitive in price and 
quality. Further, if these countries are to achieve a 
rapid growth in exports of manufactures, the kinds 
of products which they can offer become important. 
The most dynamic components of world trade have 
been the exports of the engineering and metal-using 
industries; in recent years, the growth in exports 
of the more traditional classes of manufactured con
sumer goods, such as textiles, has increasingly been 
restrained, partly as a result of the pursuit of restrictive 
commercial policies by developed countries though 
also because of the extensive process of import 
substitution taking place in the developing countries 
themselves. It is obviously not possible for the develop
ing countries to begin the export of forms of machinery 
and equipment which they do not themselves yet 
produce, but the more industrialized of these countries 
now produce many of the simpler classes of light and 
heavy goods produced by the engineering and metal
using industries and these offer a basis for the initiation 

has already begun among the Central American countries. These 
considerations suggest that forces are at work to pave the way for 
regional co-operation in all matters relating to economic planning ". 
United Nations, Planning for Economic Development, para. 141 
(Sales No.: 64.II.B.3). 

of an export trade. In this context, it is worth noting 
that, under certain conditions, the development of an 
export trade in such products can proceed rapidly. 
Among the countries of eastern Europe, for example, 
exports of machinery from the two least-industrialized 
members of the group-Bulgaria and Romania
increased very rapidly during the nineteen-fifties, 
actually exceeding the rate of growth in trade of 
machinery for the group as a whole.67 Among the 
developing countries today, there are a few indications 
that, under favourable conditions, a comparable 
expansion in such exports from the more-industrialized 
countries could be engendered. 

SPECIFIC MEASURES TO ENCOURAGE EXPORT PROMOTION 
AND IMPORT SUBSTITUTION 

163. Various measures have generally been open to 
Governments for the promotion of productive activities 
whose output would replace imports or augment 
exports. The main task has been to select a set of 
measures which, within the prevailing structure of 
governmental policies, would be the most feasible 
and effective to apply. 

164. Among the measures designed to encourage 
the growth of import-substituting activities, the most 
widely employed have been tariffs. Import restrictions, 
invariably applied primarily to safeguard and protect 
the balance of payments, have similarly served to 
protect domestic industry. Where import restrictions 
are exercised, however, it has often proved desirable to 
supplement these with the imposition of tariffs, since 
import restrictions may be regarded by potential 
domestic investors as an uncertain form of protection; 
they could be relaxed whenever the balance-of-pay
ments situation improved. An opposite, and probably 
more general, problem encountered in the utilization 
of import restrictions is that they often create sheltered 
markets for attracting domestic investment into 
industries producing luxury or inessential goods. To 
prevent such possible misallocation of scarce domestic 
resources, restrictions usually have had to be supported 
by appropriate fiscal or investment licensing measures. 

165. To stimulate the flow of investment into those 
branches of production which would contribute 
directly to reductions in requirements of essential 
imports, more positive incentives may also be needed. 
Relief from taxes has been a common form of en
couragement given to import-substituting industries 
as well as to export-promoting industries. Such relief 
has sometimes consisted in exemption from income 
taxes, such tax holidays often being granted for a 
specified number of years; or relief from income 
tax has been afforded in the form of accelerated 
depreciation allowances. Another class of tax relief 
has been the remission of import duties on capital 
equipment or materials purchased by enterprises. 

166. In the field of export promotion, where 
potential investors obviously cannot be assured a 

uSee United Nations, World Economic Survey, 1961, chapter 3. 
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protected market, the need to offer special incentives 
has been particularly strong. Tax relief of the kinds 
mentioned above has been the most common type of 
incentive. Sometimes, the amount of tax relief has 
been tied directly to the export performance of the 
individual enterprise; relief from import duties, for 
instance, has been granted up to an amount equivalent 
to a certain proportion of the value of exports. A few 
countries with exchange control systems have also 
followed the practice of allowing exporters to retain 
a certain proportion of their foreign exchange earn
ings; these earnings can be utilized for the purchase 
and sale at a premium of imports for which licences 
are not normally granted. 

167. It should be noted that all these incentives 
amount, in practice, to the provision of subsidies; and 
subsidized exports may provoke objections from 
importing countries. On this score, a recent report of 
the Working Party on Economic Development and 
Planning to the Economic Commission for Asia and 
the Far East (ECAFE) observed that, for developing 
countries, " there should be a more general recognition 
of the need for direct or indirect subsidies to promote 
new exports and exports of manufactured goods in 
world markets so that they would not invoke retalia
tory action in advanced countries ".68 

168. It should also be noted that specific measures 
to increase the attractiveness of the export trade are 
not likely to be effective if general monetary, fiscal 
and exchange rate policies fail to work in the same 
direction. In some countries with exchange control, 
for instance, a policy of overvaluing the exchange 
rate has served as an indirect means of taxing the 
traditional export sector and of subsidizing imports 
of capital goods and materials in order to encourage 
industrialization. This, however, has also had the 
effect of discouraging the development of new lines 
of production for export. Again, if excess demand 
is allowed to emerge, the special inducements offered 
to exporters may not be sufficient to outweigh the 
attractiveness of easy sales on the domestic market. 
Further, in conditions of extremely unstable domestic 
prices and exchange rates, the inability of exporters 
to offer firm, forward price quotations for their 
products makes it difficult for them to find new 
external markets. 

169. Another task required of Governments in 
promoting exports is the provision of assistance in the 
establishment of new markets. The report of the 
Working Party on Economic Development and 
Planning to ECAFE cited earlier noted that " the 
world market for exports, especially manufactured 
exports, was a complex one and the difficulties of seek
ing more or making a new entry were often formidable. 
The manufactured exports had to gain acceptance in 
a market where already established producers have 
built up consumers' preferences. The importance of 
trade fairs, trade missions, selling organizations in 

•• See United Nations, Economic Bulletin/or Asia and the Far East. 
Vol. XIV, No. 3, 1963. 

overseas markets, adequate publicity, survey or study 
of consumers' demand abroad, as well as the supply 
of exporter's credit, could not be exaggerated ".69 

170. The Working Party also noted "that the 
experience of some countries of the region had indi
cated that, as a part of export promotion measures, 
State trading enterprises as well as trade agreements to 
promote new exports or old exports in new markets 
might have important roles to play. Under certain 
circumstances, State trading could secure economies 
of scale in marketing operations and could stimulate 
production for export among small producers by 
providing an assured outlet as well as by providing 
finance, technical guidance and specifications of ex
port products. With a command over greater financial 
resources, risks could be taken in exploring new 
markets or in introducing new products. It might 
be desirable to explore alternatives to State trading 
which had rather similar functions, such as producers' 
marketing boards. Trade agreements, especially long
term ones, also served as a medium for exploring 
new markets; they were an important means of 
trading with centrally-planned economies and also 
with developing countries, both within and outside 
the region, between which trade relations had not 
been adequately developed in the past ".70 

INTERNATIONAL POLICIES 
AND DEVELOPMENT PLANNING 

171. As noted by the Group of Experts on Plan
ning for Economic Development, " the main burden 
of development necessarily rests with countries which 
are under compulsion to raise levels of living for their 
peoples and to develop their resources and skills with 
the greatest possible speed ".71 It is for these countries 
to take steps to raise the level of domestic saving, to 
utilize resources for investment as efficiently as pos
sible, to increase the supply of organizational and 
technical skills necessary for development and to 
remove the social barriers which weaken the incentive 
to raise output. " But for the national plans of develop
ing countries to suceed in their objectives, enlightened 
policies and measures at the international level are 
equally essential." 72 

172. There is no question of the importance for 
developing countries of the limitations on current eco
nomic growth that arise, not from the external sector, 
but from within the domestic economy. But it has be
come increasingly apparent over the years that the rate 
of increase in the supply of foreign exchange available 
to these countries ranks among the principal con
straints on their domestic economic growth. This was 
less evident in earlier post-war years. But more recently 
many countries have begun to experience the cumula
tive effect on their external balances of the relatively 

•• Ibid. 
''Ibid.; see also United Nations, "State trading in countries of the 

ECAFE region" in Vol. VII of this series. 
" United Nations, Planning for Economic Development, para. 332. 
,. Ibid. 
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slow post-war growth in their exports of primary com
modities, the deterioration in the terms of exchange be
tween primary commodities and manufactures, the 
virtual disappearance of foreign exchange reserves 
accumulated during the war and early post-war years 
and the rising burden of external indebtedness. Most 
developing countries entered the present decade with 
much less favourable foreign trade and exchange posi
tions than they enjoyed at the beginning of the nine
teen-fifties. Yet, if the economic growth of these coun
tries is to accelerate from the annual rate of 4.4 per cent 
recorded in the decade of the fifties to the target of 
5 per cent per year established for the end of the present 
Development Decade, there is every reason to suppose 
that this will have to be accompanied by a comparable 
acceleration in the growth of their foreign exchange 
receipts. 

173. The heightened attention given to export pro
motion in recent plans and programmes of the develop
ing countries bears evidence to the fact that these 
countries are very much aware of the need for steadily 
expanding their foreign exchange receipts. In the field 
of primary commodity exports, however, it is apparent 
that, for the developing countries as a group, the prob
lem is not one of supply but of finding markets for an 
expanding volume of exports at stable and remunera
tive prices. The ways and means by which this might be 
achieved have been discussed at length in the docu
mentation prepared for the United Nations Con
ference on Trade and Development. But it may be 
noted here that, in the context of development plan
ning, the marked short-term instability in foreign 
exchange earnings that besets countries dependent on 
primary commodity exports adds appreciably to 
operational difficulties in the implementation of plans. 
To quote again from the report of the Group of Experts 
on Planning for Economic Development, " the marked 
short-term instability in export earnings (of developing 
countries) has placed a heavy burden on their ability 
to adapt plans to rapidly changing circumstances. 
Some countries have sought to lessen the impact of 
external instability on the domestic economy by chan
nelting exports through marketing boards, others by 
means of variable export levies. Where exchange con
trol has been applied, the use of foreign exchange 
budgets, which are subject to revision every few 
months in the light of the current balance-of-payments 
situation, has also helped to ensure that supplies are 
adjusted to requirements in an orderly manner. 
Through several national policies, attempts have been 
made to mitigate the harmful effects of such instability, 
but there are serious limitations to what can be ac
complished through the individual actions of the under
developed countries ". 73 

174. The Expert Group went on to note that 
"successful instances can be observed where an under
developed country has been able to reach a long-term 
contract with its most important customer country for 
the sale of a fixed quantity of a major export product 

" Ibid., para. 301. 

at a guaranteed price. But such instances are few. It is 
in recognition of this fact that a number of inter
national commodity agreements, involving multilateral 
contracts for purchase and sale, export quotas and 
buffer stocks, have been concluded in the post-war 
years and that forums for international discussions and 
consultations have been provided in commodity 
councils and study groups. But, at an operational level, 
progress has been rather slow, and there is also the 
question whether an individual commodity approach 
is adequate, in itself, to meet the requirements of com
prehensive economic development. In this connexion, 
the new arrangements introduced in the International 
Monetary Fund for providing assistance to member 
countries encountering temporary shortfalls in their 
exports have been noted with satisfaction by the 
Economic and Social Council along with the fact that 
the whole subject of compensatory financing would be 
on the agenda of the forthcoming United Nations 
Conference on Trade and Development ".74 

175. As a means of achieving the aims of greater 
stability and growth in the trade of developing coun
tries, another possibility which has been receiving much 
attention is the enlargement of exports of manufac
tures. "As countries reach higher stages of develop
ment, it becomes increasingly desirable and even eco
nomically necessary to give attention to the possibili
ties of accelerating growth through specialization in 
new fields of production. This is all the more important 
because, as already noted, many under-developed 
countries have experienced difficulty in expanding their 
raw material exports in the face of limitations of 
foreign demand. Changes in the structure of foreign 
trade do not, however, come about without certain 
problems and difficulties during the period of transi
tion. Considerable difficulties have to be overcome be
fore an under-developed country is able to compete in 
the world markets for manufactured products. In 
recent years, the search for markets in the advanced 
countries has risen for some of the manufactured goods 
which some under-developed countries have become in
creasingly able to export; this has emphasized the need 
for more liberal policies on the part of the advanced 
countries in easing access to their markets. Opinion 
has also been voiced in favour of deliberate reservation 
of markets in the advanced countries for the manu
factured goods which the under-developed countries 
are able to produce efficiently." 75 

176. However, even with vigorous efforts by de
veloping countries to expand their exports of manufac
tures and primary commodities, and with more liberal 
commercial policies on the part of the importing coun
tries in developed areas, it is evident that the growth in 
export earnings alone would not be sufficient in the 
foreseeable future to finance the rising imports required 
by development plans. Plans have, in fact, generally 

"Ibid. 
"Ibid., para. 302. For further discussion, see "Measures for the 

expansion of markets of the developed countries for exports of 
manufactures and semi-manufactures of developing countries", 
Vol. IV of this series. 
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been drawn up on the assumption that export earnings 
would be supplemented by an expanding flow of 
foreign capital, both private and public. 

177. It is a familiar notion that foreign capital con
stitutes an important means of transferring modern 
technology to the developing countries. In the post-war 
years, this process of transferring technplogy has been 
considerably accelerated through the technical assist
ance and training programmes of international bodies 
and national Governments. The transfer of technical 
knowledge and skills is certainly an important feature 
of foreign aid programmes, but its role is clearly com
plementary to the provision of foreign capital for the 
financing of merchandise imports. And it is the need 
for capital to help finance the imports and investment 
for development programmes that is of much greater 
quantitative importance for the developing countries. 

178. With regard to private foreign capital, the de
veloping countries have generally adopted a wide range 
of measures to attract a larger inflow of funds. The 
Group of Experts on Planning for Economic Develop
ment, however, noted that "the tendency of foreign 
private capital in some cases to limit participation to 
the private sector has tended to diminish its role in the 
implementation of development plans of the under
developed countries. As a matter of general policy on 
the part of international agencies and the capital
exporting countries, a broader approach in line with 
the national plans is therefore to be hoped for". The 
Group went on to observe that " foreign investors are 
often deterred by the political risks they fear to be 
connected with projects which otherwise may look 
attractive. Various proposals have been made to over
come these difficulties. Possibilities of a multilateral in
surance scheme covering the risks involved have been 
investigated. However, because these risks are very 
hard to estimate, there are great practical difficulties in 
implementing such a scheme. One other possibility 
which seems to offer better prospects might be the 
setting up of a widely acceptable code for international 
investments, stipulating rules for the mutual relations 
between the public authorities of a country and the 
foreign investors". The Group also noted suggestions 
" that the Governments of the capital-exporting coun
tries themselves should actively formulate measures to 
encourage a large flow of private capital which could 
be tailored to suit the plan requirements of the under
developed countries. The International Finance Cor
poration might further expand its efforts as a sponsor 
to stimulate substantial flow of private capital and 
relate these efforts to a greater extent to the develop
ment of individual countries. Suggestions have 
also been put forward to the need for encouraging 
flotations of loans in the capital markets of the 
advanced countries by appropriate financial institu
tions in the under-developed countries. These sugges
tions need to be given more concrete form through the 
efforts of international agencies and the developed 
countries, and an early and substantial beginning made 
to facilitate access to the major capital markets to 
Governments and institutions of the under-developed 

countries engaged in the planned development of their 
economies".76 

179. While inflows of private foreign capital have 
not been unimportant in certain countries, most de
veloping countries have had to rely mainly on official 
loans and grants to provide the additional external 
support required by their development programmes. 
Such aid has been increasing in volume during recent 
years and considerable experience has been accumu
lated in its administration. But, partly because of the 
experience accumulated, many doubts have recently 
been raised about the effectiveness of the present forms 
in which official aid is mostly offered. 

I 80. The greater part of official aid has been 
extended in the form of bilateral external assistance. 
It is widely recognized that such assistance has con
siderable value. However, as the Group of Experts on 
Planning for Economic Development observed, "in 
recent years certain limitations inherent in the present 
methods of an approach to bilateral economic assist
ance have become more apparent, and there is now 
widespread expression of a strong preference for a 
growing proportion of economic assistance to be given 
on a multilateral and international basis. Assistance 
from one country to another has tended increasingly to 
limit purchases to the donor country; this has, on the 
whole, tended to raise the costs of development. The 
balance-of-payments problems of individual donor 
countries have been frequently reflected in the terms 
and conditions on which their credits have become 
available for the under-developed countries ... It may 
even be said that excessive emphasis on bilateral 
assistance may have tended to delay a co-ordinated 
approach to the balance of payments to the under
developed countries. Moreover, it cannot be gainsaid 
that bilateral assistance can lend itself readily to the 
influence of non-economic considerations and 
policies ". 77 

181. The Expert Group was of the opinion that" in 
the circumstances, efforts made by the International 
Bank for Reconstruction and Development to assist 
donor countries to co-ordinate their economic assist
ance through consortia and consultative groups for a 
multilateral approach to aid for the under-developed 
countries and to broaden the scope of its own loans 
and those granted on easier terms through the Inter
national Development Association are to be welcomed 
and are deserving of greater support from member 
countries. Also, the United Nations Special Fund 
constitutes an important beginning for a wider scheme 
of international economic assistance through the 
United Nations such as has been urged for many years 
by and on behalf of the under-developed countries. 
While certain adjustments will be needed in this field 
for a period, there is little doubt that the extension of 
multilateral and international arrangements for eco
nomic assistance to the under-developed countries is 
calculated to enhance the effectiveness of aid and to 

" United Nations, Planning for Economic Development, para. 305. 
" Ibid., para. 307. 
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speed the development of these countries and even to 
assist in the solution of important problems as between 
the developed countries themselves. Moreover, with
out a considerable degree of international action in 
relation to economic assistance, the terms and con
ditions of aid to the under-developed countries may 
remain excessively burdensome and it may be difficult 
to develop an integrated and sustained approach to 
individual national plans as a whole ".78 

182. The terms and conditions on which most aid is 
currently extended are, in fact, a matter about which 
many developing countries have expressed particular 
concern. To quote again from the report of the Expert 
Group, " the main considerations urged are, first, that 
in • tying ' credits to specific projects, plan priorities 
may sometimes be distorted, and the current needs of 
an economy for components and raw materials, more 
especially for securing the fullest utilization of existing 
capacities, may be neglected. Secondly, opinion in the 
under-developed countries is unanimous that achieve
ment of their planned targets of investment and output 
would be greatly facilitated if external assistance were 
assured to them as far as possible for their plan periods 
and sufficiently in advance rather than from year to 
year and with considerable delays as has been the 
situation so far. In recent years, the mounting burden 
of service payments on foreign loans has given rise to 
a strong need for a larger flow of grants as well as of 

"Ibid. 

loans on developmental terms as regards both interest 
rates and amortization periods. In each successive plan, 
under present conditions, the burden of repayments of 
capital and interest becomes larger and leaves less 
free foreign exchange for development. In this back
ground, the replenishment of the resources of the 
International Development Association now being 
considered is an essential step forward in the balanced 
economic growth of the under-developed countries ".79 

CONCLUDING REMARKS 

183. This chapter has attempted to indicate the 
main problems that arise for development planning out 
of international trade and payments. In so doing, it 
has briefly described the main national and inter
national measures which have been suggested as ways 
of lessening these problems and has called attention to 
the views of the Group of Experts on Planning for 
Economic Development on these questions. The 
measures necessarily impinge on virtually all aspects 
of external trade and payments, including trade in both 
primary products and manufactures, external assist
ance and the question of regional economic integra
tion. It is only in the context of the urgent need for 
accelerating the economic development of the develop
ing countries that the full significance of these measures 
can be appreciated. 

., Ibid., para. 310. For further discussion, see Chapter 1 of 
" Finance in international trade " and " Economic Growth and 
External Debt-A Statistical Presentation ", in Vol. V of this series. 



TRADE PROBLEMS BETWEEN COUNTRIES HAVING DIFFERENT ECONOMIC 
AND SOCIAL SYSTEMS * 

[Original: English] 

TABLE OF CONTENTS 
Section Paragraphs 
1. INTRODUCTION 

The purpose of the paper 1-5 
The market mechanism . 6-9 

Economic planning . . . 10-12 

National trading practices and international arrangements 13-21 

2. THE PRACTICES OF THE DEVELOPED MARKET ECONOMIES 22-48 
The basic General Agreement on Tariffs and Trade (GATT)- International Monetary Fund (IMF) 

rules . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24-31 

The exceptions to the basic rules . . . . . . . . . . . . . . . . . . . . . . 32-34 

The implementation of the GATT rules by the developed market economies . . . 35-41 

The attitude of the developed towards the developing member countries of GATT 42-43 

Practices in trade with non-member countries . . . . . . . 

3. THE PRACTICES OF THE CENTRALLY-PLANNED ECONOMIES 

National foreign trade planning . . . . . . . . . . . . . 

The operations of foreign trade enterprises . . . . . . . . 

Price formation in foreign trade and in the domestic market 

The role of tariffs and the State-trading enterprise's interest in "profits" . 

Bilateral trade and payments arrangements . . . 

The Council for Mutual Economic Assistance 

The position of planned economies in the GATT 

4. THE PRACTICES OF THE DEVELOPING COUNTRIES 

The role of tariffs and of trade and payments controls 

Foreign trade planning and State trading 

Regional groupings . . . . . . . . . . . . . . . 

5. PROBLEMS ARISING IN TRADE RELATIONS BETWEEN CENTRALLY-PLANNED AND DEVELOPED MARKET 

ECONOMIES AND POSSIBLE MEANS FOR IMPROVEMENT OF TRADING CONDIDONS 

The major problems . . . . . . . . . . . . . 

The position of the centrally-planned economies 

The position of the developed market economies 

The ECE Ad Hoc Group of Experts . . . . . . 

Most-favoured-nation or non-discriminatory treatment 

Access by trade partners of one type of economic system to the markets of the other 

The approach to an agreement assuring effective reciprocity of trading opportunities and obligations 
over a wide field . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

6. PoSSIBLE MEANS OF IMPROVING CONDIDONS FOR TRADE BETWEEN THE CENTRALLY-PLANNED ECONOMIES 

AND DEVELOPING COUNTRIES • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

Annex 1: Membership of international organizations with a competence in the field of trade and payments 

Annex 2: Note on post-war developments in east-west European trade 

Tables: 1 to 13; charts I to III 

44-48 

49-56 

57-59 

60-67 

68-69 

70-75 

76-81 

82-88 

89-94 

95-100 

101-113 

114-117 

118-123 

124-129 

130-132 

133-140 

141-148 

149-157 

158-169 

• This paper has been prepared by the secretariat of the United 
Nations Economic Commission for Europe in connexion with the 
sub-item on " Trade problems between countries having different 

economic and social systems" item 1.4 (e) of the Jist of main topics. 

113 

See para. 6 of the " Interim report of the Preparatory Committee 
(first session) " in Vol. VIII of this series. 



114 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

1. INTRODUCTION 

The purpose of the paper 

I. This paper is intended to review the international 
trade policies and practices of the three main categories 
of countries-the developed market economies, the 
centrally-planned economies and the developing coun
tries 1-the general principles according to which they 
conduct their trade and the international rules and 
trading arrangements, accepted by different groups of 
countries, in which these principles are, more or less 
faithfully, incorporated. The purpose of this review is 
not simply description: it is rather to identify those 
fields in which changes in current rules and/or prac
tices might promote a more satisfactory growth of 
world trade with an adequate share for the developing 
countries. 

2. National trading principles and practices, and 
the corresponding institutions, are largely determined 
by the type of economic and social organization 
established in a given country, by the level of economic 
development reached and by its economic structure. 
However, the rules and practices applied by any 
country vary, to some extent, according to those 
applied by its trading partners. Thus the accepted 
principles and the national organization of foreign 
trade in all developed market economies have im
portant common characteristics, as have those of 
the centrally-planned economies; but the actual 
trading practices of a country in either group may vary 
according to whether the trading partner is a member 
of the same or of a different group. However, there is 
not the same general similarity of trading organization 
and practices among the developing countries. They 
have some structural characteristics in common-such 
as a predominant share of primary goods in their 
exports and a generally low level of per capita income 
(although varying considerably from one country to 
another); but the types of economic and social 
organization in these countries vary from almost pure 
market economies to almost full State ownership. 
Correspondingly, the institutional arrangements in the 
field of foreign trade also differ widely, though there 
seems to be a tendency towards growing direct State 
intervention in most countries of the group. 

3. The intention of this paper is to concentrate 
attention mainly on problems raised by trade relations 
between countries belonging to different economic and 
social systems and, particularly, on problems arising 

'In this paper, as in others prepared for the Conference, the first 
group of " d~veloped market economies " is taken to comprise, 
broadly speakmg, most of western Europe, North America, Japan 
Australia, New Zealand and the Union of South Africa; the 
" centrally-planned economies "comprise the Soviet Union, Albania 
Bulgaria, Czechoslovakia, eastern Germany, Hungary, Poland' 
Romania, Mongolia, mainland China, Nonh Korea and North 
Viet-Nam; the remainder are the "developing countries". The 
precise composition of each group must be to some extent a matter 
of choice (Cuba could be classified either as a " centrally-planned " 
or as a "developing" economy; the classification of some of the 
le~s-industrialized countries of western Europe-Ireland, Iceland, 
Fmland, Greece, Turkey, Spain, Portugal, Yugoslavia-is easily 
questionable); but for most purposes the division into three main 
groups is defensible as well as now customary. 

in trade between developed market economies and 
centrally-planned economies and in trade between the 
latter group and developing countries. The question of 
trade problems between developed and developing 
market economies is the subject of many other papers 
before the United Nations Conference on Trade and 
Development. However, it will be necessary to review 
the accepted trading arrangements among developed 
market economies, among centrally-planned economies 
and among developing countries to the extent that they 
may give rise to difficulties in establishing trading 
practices between members of different groups, or in 
finding solutions to current problems of trade policy, 
which are acceptable to both. 

4. Many of the difficulties encountered in the 
course of past discussions of international trading 
principles, rules and practices have arisen from the 
implicit assumptions, first, that substantially the same 
principles and rules can be given meaningful applica
tion in all countries, and, secondly, that their applica
tion in practice by any country should not vary from 
one trade partner to another. This approach was 
embodied, with some minor exceptions, in the Havana 
Charter for an International Trade Organization and 
in the General Agreement on Tariffs and Trade 
(GATT)-instruments which did not take fully into 
account two major changes in the world economy 
which were to play a significant role in post-war 
developments. The first such change was the emergence 
of a group of countries with an economic organization 
characterized by full State ownership of the means of 
production, State monopoly of foreign trade and 
central planning of the economy. The second was the 
inability of the market mechanism alone to promote 
diversified economic growth and full utilization of 
resources in the under-developed areas of the world and, 
more particularly, to assure the developing countries 
an adequate share of the rapidly expanding world 
trade. This fact, in turn, induced a large number of 
developing countries to depart from the main prin
ciples and practices of trade embodied in GATT 
whether or not they were parties to the General 
Agreement. However, it may at once be noted that the 
GATT contracting parties have increasingly accepted 
as normal, and even necessary, the continuing resort 
by many developing countries to " exceptional " 
measures of import control, protection of domestic 
producers, etc. 

5. Many of the conceptual problems in the field of 
foreign trade organization and practices are related to 
the, essentially political, choice made between reliance 
mainly on the market mechanism or comprehensive 
economic planning, involving direct State intervention 
in at least the strategic sectors. Thus it may be useful 
briefly to state some of the main practical implications 
of these concepts-of the market mechanism and of 
economic planning-in the field of international trade. 

The market mechanism 

6. The developed market economies continue-as 
the term chosen to describe them implies-to rely 
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largely on the market mechanism (that is on the 
influence of prices resulting from the interaction of 
supply and demand) for their national resource 
allocation. In simplified terms this implies a con
siderable degree of decentralization of economic 
decision-making which, in such economies, results 
largely from competition among private producers. 

7. In the sphere of foreign trade, however, the 
functioning of the market mechanism, even in such 
economies, is considerably modified. Although the 
bulk of foreign trade is carried out by private importers 
and exporters, no Government admits that the prices 
paid or obtained by them should be solely determined 
by the world market. The most usual method of 
reducing the influence of the world market on the level 
and composition of foreign trade consists in modifying 
the prices at which goods are offered for sale-through 
the use of tariffs, export taxes, subsidies and exchange
rate manipulation-without interfering with the market 
mechanism as such. However, under certain conditions, 
and in certain fields, particularly agriculture, State 
intervention may limit more directly, or even entirely 
suspend, the operation of market forces. Quantitative 
trade controls also exist in other sectors, though their 
incidence has been greatly reduced during the post-war 
period. 

8. In many developing countries it has been found 
necessary to go further in the direction of modification 
of the market mechanism in two respects. In the first 
place, the scarcity of foreign exchange earnings and 
the imperatives of economic development have fre
quently made it necessary to subject the level and 
composition of imports to direct State control, 
normally by means of import licensing but also 
involving in some cases the establishment of govern
ment trading enterprises. This trend has been rein
forced by the recognition that existing relative costs in 
a developing country are a very poor guide in assessing 
its comparative advantages in various fields in the 
longer run. In the second place, in view of the special 
conditions prevailing on many commodity markets, 
many developing countries have found it necessary to 
replace the competition of a large number of small 
exporters by export monopolies for their major 
products in order both to improve their bargaining 
power and to insulate producers from price fluctua
tions on the world market. 

9. The centrally-planned economies have so far 
accepted price structure of the world market as the 
basis for their trading with market economies and, in 
general, they are marginal suppliers or importers whose 
" price-making " influence is small-though ex
ceptional cases at some times and for some commo
dities can be found. They have also so far accepted 
the world-market price structure, with relatively minor 
modifications, as the basis for trading among them
selves (though this situation may change in the future, 
as is indicated in section 3 below). Thus world-market 
prices play a certain role in the formation of national 
economic plans (see para. 10). On the other hand, 

internal prices are established centrally and remain 
divorced from foreign trade prices. Moreover, the 
importing (or exporting) agencies of a given country 
do not compete directly with each other. It is thus only 
a slight over-simplification to say that competition 
stops or starts at the national border. 

Economic planning 

10. Subject to the qualifications mentioned above, 
the foreign trade policies of the developed market 
economies seek to promote a pattern of foreign trade 
in accordance with the principle of comparative 
advantages as reflected in current prices. In the 
centrally-planned economies, on the other hand, the 
general policy of planned development of the national 
economy, and the relegation of the market mechanism 
to a very minor role, governs foreign trade almost as 
fully as other sectors of activity. Nevertheless, con
siderations of comparative advantages-in their long
term dynamic aspect-influence the long-term develop
ment plans, of which the corresponding foreign trade 
plans are a subordinate part. In the short run, however, 
the foreign trade plans-in the form of detailed import 
and export schedules-mainly reflect the current 
priorities of resources allocation, taking into account 
foreign exchange reserves and export possibilities. 

11. The planning approach is predominant in the 
centrally-planned economies, but some of its features 
can be found in other countries also. Structural 
changes, calling for a dynamic outlook, are of the 
utmost importance to the developing countries. 
Indeed, the lower is the level of development, the less 
can they accept the existing pattern of relative costs as 
a guide for their allocation of resources. In many cases 
they rely primarily on the traditional means-such as 
tariffs-for giving discriminating encouragement to 
certain branches of production; but in some developing 
countries increasing efforts are being made to elaborate 
development plans for the economy as a whole, or at 
least for " strategic " sectors, with detailed foreign 
trade plans (supported by quantitative import control) 
as integral parts of them. It may be added that, 
although in many developing countries techniques of 
economic planning and administration are not yet 
sufficiently developed to allow maximum benefit to be 
derived from quantitative control of foreign trade as 
an instrument of developing policy; this does not 
mean that developing countries are, or should be, 
willing to renounce the use of such an instrument in 
principle. 

12. Economic plans are also prepared by a number 
of developed market economies. These plans, however, 
aim primarily to provide-through forecasts of future 
domestic and foreign demand, first, a rational frame
work for government policies designed to maintain a 
high level of employment and to promote economic 
growth and, secondly, a guide to both State agencies 
and the private sector as to the structural adjustments 
likely to be necessary. External demand is usually 
treated as an exegenous variable: projections of 
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import requirements are made in order to test the 
consistency of over-all plans with the objective of 
avoiding balance-of-payments difficulties. Such tests 
may have an important bearing on the development of 
foreign trade policy. 

National trading practices and international 
arrangements 

13. At the end of the Second World War, it was 
generally agreed that both the national and the inter
national aspects of foreign trade principles and 
practices ought to be embodied in a generally accepted 
code of behaviour in order to avoid disputes detri
mental to all trading nations. The attempt to establish 
an international trade or.ganization failed; but the 
main principles and provisions of the Havana Charter 
were included in the Articles of GATT. 

14. As far as the international aspects are con
cerned, the GATT represents, in essence, a generaliza
tion of the most-favoured-nation (mfn) principle in its 
unconditional form with a view to avoiding dis
crimination in international trade, together with an 
attempt to lower national trade barriers on a basis of 
reciprocal advantages. GATT also defines permissible 
national trading practices, aiming to limit State 
intervention in normal conditions virtually to tariffs
the main policy instrument of developed market 
economies. This reflects the view that tariffs have the 
advantage of making it relatively easy to identify 
protectionist or discriminatory practices and thus 
enable the contracting parties both to ensure the 
observance of the mfn principle and to encourage a 
reciprocal lowering of barriers to trade. The Articles 
of Agreement of the International Monetary Fund 
(IMF) dealing with exchange rates, convertibility of 
currencies, and foreign exchange restrictions are an 
essential adjunct to the GATT rules. 

15. The experience of the post-war period has 
shown that the basic principles em bodied in GATT 
either cannot be universally applied or are in some 
respects inadequate to deal with some major problems 
of international trading relations today. There are 
three main reasons for this. 

16. The first, and very general, reason is that the 
principles applied in elaborating the original rules did 
not take sufficiently into account the special problems 
of the developing countries. For these countries the 
use of policy instruments other than tariffs may be 
required not only as an exceptional measure justified 
by temporary balance-of-payments difficulties but as a 
permanent instrument of policy to influence the 
development of their production and external trade. 
Moreover, the developing countries are not in a posi
tion to abide by the general rule of reciprocity, which 
is implicit in a common and universally valid code of 
behaviour. In fact, as is indicated in sections 2 and 4, 
these points have been accepted as valid by the GATT 
contracting parties as a group, and both the formal 
rules and their application through the processes of 

consultation and negotiation under GATT auspices 
have been modified accordingly. 

17. Secondly, the GATT rules reflect the trading 
organization prevailing in the developed market 
economies: specifically, State trading is viewed as an 
exception resulting from special conditions obtaining 
in a few relatively unimportant sectors ofthe economies 
of contracting parties. It was expected that fairly 
simple rules could be devised to ensure the observance 
by State trading organizations of the principle of non
discrimination and their conformance to any agree
ments reached on the degree of protection of domestic 
production in their area of operation. In fact, many of 
the GATT rules are inapplicable in their present form 
to the system of State planning and operation of 
foreign trade in the centrally-planned economies, even 
were the principles lying behind them to be fully 
accepted by the authorities of these countries-which 
is hardly the case. It has, in fact, been necessary to 
conduct the trade between market economies and 
centrally-planned economies within the framework of 
bilateral trade agreements or on an ad hoc basis. 
Moreover, the latter countries have developed a basis 
for trading among themselves, and a machinery for 
co-operation in planning their production and intra
trade, which are quite independent of GATT and 
reflect principles differing in some respects from those 
of the GATT. The problems arising in trade relations 
between developed market economies and centrally
planned economies are discussed in section 5. 

18. Thirdly, little attention was given to the 
practical implications of the main admitted exception 
to the mfn principle-the right to create customs 
unions and free trade areas. This has meant that the 
process of reconciling the admitted right of the 
European Economic Community (EEC) and European 
Free Trade Association (EFTA) countries to form 
their respective customs union and free trade area 
with the obligations of these countries and the rights 
of others under the GATT has had to be one of 
negotiation, rather than of the application of detailed 
criteria already accepted by all members. Moreover, 
the creation of a customs union and of a free trade area 
with the participation of a number of contracting 
parties accounting for a large share of world trade, 
has reduced substantially the practical significance of 
mfn treatment for the rest of the world. With regard to 
the establishment of customs unions and free trade 
areas of groupings of developing countries, the full 
observance of the few detailed formal rules established 
by the GATT has been found to be impracticable 
(see section 4). 

19. Finally, it must be noted that the developed 
market economies have not fully implemented their 
own accepted principles of international trading. 
Agriculture is a major sector of activity in which 
protection of domestic producers by a variety of 
means, and quantitative limitation of imports, is 
practically the general rule. " Hard-core " import 
restrictions in other fields have also survived the 
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general dismantling of such controls in most coun
tries. Some of these measures are damaging to the 
trade of developing countries, even when administered 
on a non-discriminatory basis, and some import con
trols (on textiles) or arrangements for " voluntary " 
limitation of the corresponding exports press in a 
discriminatory manner on the trade of some developing 
countries. 

20. The situation today is, therefore, that the 
GATT rules provide what is generally considered by 
the Governments of the developed market economies 
as a reasonably satisfactory basis for trading among 
themselves. These rules are in process of adaptation to 
the situation created by the establishment of the 
European Economic Community (EEC) and the 
European Free Trade Association (EFTA); and if 
this is at times a somewhat uneasy process, at least the 
GATT continues to provide the forum for discussion 
and negotiation among the developed market econo
mies and some of the developing countries concerned. 
For most of the centrally-planned economies, the 
Council for Mutual Economic Assistance (CMEA) i& 
the chosen instrument for co-operation in the trade 
field, and more generally; and a system of common 
practices has been accepted in their intra-trade. To 
many of the developing countries the GATT rules 
appear partly inappropriate or irrelevant to their 
circumstances, and unable to afford either sufficient 
protection against damaging policies in the industri
alized countries or the positive assistance to their 
development that they desire; and they face, inside the 
GATT, two groups of countries-the EEC and EFTA 
-which have a closer co-operation among themselves 
than with the membership in general. Vis-a-vis the 
centrally-planned economies, the developing countries 
are individually confronted by a group of countries 
planning the development of their economies and 
their trade in consultation, and on the basis of criteria 
which are not fully known to be outside world, and 
implementing their plans through State trading 
agencies. At the same time, while the Governments of 
the centrally-planned economies and of the developed 
market economies have created conditions in which an 
increase in mutual trade could take place, they have 
not succeeded in reaching full agreement on the 
appropriate principles and practices to be applied in 
trade between the two types of economy. 

21. The remainder of this paper attempts, first, to 
give a brief factual description of the most important 
elements in the trading principles and practices of the 
several groups of countries, secondly, to indicate 
some of the disagreements and difficulties in this field 
at present inhibiting an optimum growth and pattern 
of trade and, thirdly, to suggest some directions in 
which solutions-or at least a generally acceptable 
modus vivendi-might be sought. 

2. THE PRACTICES OF THE DEVELOPED MARKET 
ECONOMIES 

22. In the developed market economies inter
national trade is conducted almost entirely by private 

firms or individuals; where nationalized industries 
engage in trade they are normally subject to practically 
the same market pressures and other conditions as are 
private traders; state monopolies subject to special 
regulations exist only in some countries and for 
relatively few products in any one of them. The scope 
of direct governmental interference with market forces 
in the sphere of trade among these countries is, in 
principle, regulated by the General Agreement on 
Tariffs and Trade and the Articles of Agreement of the 
International Monetary Fund. All the developed 
market economies have adhered to these two agree
ments, together with a large number of developing 
countries and-as full members or through some form 
of association-two of the centrally-planned economies 
(in addition to Cuba) and Yugoslavia. In the last
mentioned country, State ownership of the means of 
production and exchange is the rule, though its system 
of economic management differs markedly from that 
of the centrally-planned economies.2 However, full 
membership of, or association with, GATT, both for 
countries which have a very large State-trading sector 
and for most of the developing countries, has been 
possible only on the basis of frequent-or even con
tinuous-recourse to provisions permitting derogations 
from the basic rules. 

23. As in most effective organizations, the body of 
" case-law " and accepted practice resulting from 
continuing discussion of points of disagreement, con
sultations on means of dealing with practical diffi
culties in implementing agreed principles, etc., is of at 
least as great practical importance as the general 
principles embodied in the Agreement. It is beyond the 
scope of this paper to describe and evaluate the 
detailed history of international co-operation under 
the GATT. It must, however, be borne in mind that the 
general principles and rules reviewed below as indi
cators of the basic attitudes to international trade of 
the Governments of the developed market economies 
have been supplemented by a number of special 
arrangements-besides the few mentioned as examples 
-modifying their practical impact on trading relations 
among these economies and between them and the 
"developing" member countries of GATT. In some 
cases, special arrangements approved or condoned by 
the GATT members as a group have been to the 
disadvantage of the developing countries, though it 
could be argued that the pressures which these coun
tries have been able to exert through their membership 

' A table showing membership in the various major inter-govern
mental organizations concerned with international trade is annexed. 
It is not intended here to distinguish between the implications of full 
or provisional membership of, or association with, GATI, except in 
connexion with association by certain planned economies (see 
section 3), or to discuss the means of reconciling membership of 
GAIT and non-membership of the IMF. It is enough to say here 
that effective conformity with the main GAIT rules implies accept
ance, in fact if not in form, also of the IMF provisions dealing with 
currency convertibility and exchange restrictions. In the remainder 
of this paper, "the GATI rules" and similar phrases should be 
read as comprising also the pertinent provisions of the IMF articles. 
The GATI has been in force since 1948 (it was last amended in 
1955) and the IMF was established in 1945. Membership in the two 
bodies has grown over the years since their establishment. 
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in GATT have tended to reduce the damaging effect 
on their trade of such actions, contrary to their formal 
GATT commitments, as the developed countries have 
taken. On the other hand, one feature of the develop
ment of GATT case-law and practice has been the 
increasingly general recognition that recourse by the 
developing countries to the " exceptional " clauses of 
the GATT must be regarded as a normal feature of 
membership by such countries, and that they cannot 
be expected to " reciprocate " directly such benefits 
as they derive from the tariff reductions, dismantling 
and non-discriminatory administration of quantitative 
controls, limitation of domestic taxes, subsidies, etc., 
by the developed market economies. Moreover, in the 
recent past a tendency has become increasingly 
apparent for the member countries to use the Agree
ment as a background for a more positive approach to 
the problem of improving trading conditions for 
developing countries (see para. 43 below). 

The basic General Agreement on Tariffs and Trade 
(GATT)-lnternational Monetary Fund (/MF) rules 

24. The basic approach to international trading 
relations reflected in the provisions of the GATT and 
of the IMF Articles of Agreement is that international 
trade should be determined mainly by market forces. 
It is envisaged that in " normal " times, and in 
economically developed economies, direct government 
controls over trade will be virtually non-existent; that 
tariff protection will be applied without discrimination 
by area of origin of imports (with exceptions-tem
porary or permanent-for preferential arrangements 
pre-dating GATT and for customs unions or free trade 
areas) and will be progressively reduced by a con
tinuing process of multilateral negotiation; that the 
diversion of international trade flows by means of 
domestic taxes, subsidies and other measures will in 
general be slight; and that international payments for 
current transactions will be freely permitted without 
discrimination with regard either to the nature of 
the transaction or to the area of payment. Quanti
tative trade controls and-even more-their discrimi
natory administration, together with related restric
tions on payments, are to be resorted to only in special 
circumstances-as measures of protection for coun
tries at an early stage of economic development, as 
short-term defensive measures in conditions of 
balance-of-payments disequilibrium and in some other 
special circumstances, subject to justification before 
other countries accepting the GATT-IMF rules.3 

25. This basic approach encompasses the idea of 
"reciprocity". GATT members are not obliged to 

• It may be noted that, whereas the architects of the GA 1T and 
the IMF envisaged the two codes of principles and rules as com
plementing each other, in practice the development of GATI case
law and practice has proceeded practically independently. Today, 
formal co-operation between the GATI contracting parties as a 
group and the IMF extends little beyond the acceptance by the 
former of the latter organization's judgement on any plea of balance
of-payments difficulties advanced by a GA 1T member as justification 
for invoking the special provisions of the Agreement. 

apply the rules in their trade with non-members (they 
cannot, in principle, treat non-members more favour
ably than members). Moreover, the approach to tariff 
reduction has in fact been one of bargaining-reduc
tions in its national tariff being conceded by any 
country only in return for reductions elsewhere which 
are expected to benefit its export trade-though any 
reductions are conceded to all GATT members, 
including those which may have themselves conceded 
few or no reductions in their own tariff. 

26. The principle of non-discrimination among 
member countries, and treatment for every member at 
least as favourable as that accorded to any other 
country, is enshrined in a general .. most-favoured
nation " clause (Article 1). This requires each con
tracting party to accord to all others the same treatment 
in respect of customs duties, other charges on imports 
or exports or on payments for them accorded to any 
other country. The comparable rule for administering 
any permitted quantitative import restrictions (Arti
cle Xll) in normal conditions requires contracting 
parties to aim at a distribution of trade in each product 
subject to such restrictions approaching as closely as 
possible the shares which the various contracting 
parties might be expected to obtain in the absence of 
such restrictions. To this end they are urged to fix, 
wherever practicable, quotas representing the total 
amount of permitted imports, and to give public notice 
of the total quantity or value of these imports during a 
specified future period. The IMF rules, requiring the 
maintenance of unitary exchange rates and the 
elimination of restrictions on transfers of currency for 
current transactions, reinforce these provisions. 

27. The major exception to the rule of mfn treat
ment on tariffs and non-discriminatory administration 
of quantitative restrictions permitted under the GATT 
rules relates to the formation of customs unions and 
free trade areas. Article XXIV of the GATT states 
that " closer integration between the economies of 
the countries parties to such agreements " is a desirable 
means of " increasing freedom of trade " on condition 
that it should not " raise barriers to the trade of other 
contracting parties with such territories". With respect 
to customs unions, " the duties and other regulations 
of commerce imposed . . . in respect of trade with 
contracting parties not parties to the (customs) 
union . . . shall not on the whole be higher or more 
restrictive than the general incidence of the duties and 
regulations of commerce applicable in the constituent 
territories prior to the formation of such union ", and 
this applies mutatis mutandis to each of the constituent 
territories at the formation of a free trade area. 
" Substantially all the trade between the constituent 
territories " is required to be covered by the measures 
constituting the customs union or free trade area. 
Any interim agreement leading to the formation of a 
customs union or free trade area is required to comply 
with these conditions and to include a plan and a 
schedule for the formation of the customs union or of 
the free trade area within a reasonable period of time. 
Provision is made for consultation and discussion 
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designed to ensure the application of these principles 
and rules and so to safeguard the interests of third 
countries. 

28. Most other exceptions to the rule of non
discrimination among GATT members are incidental 
to the exceptional provisions for quantitative import 
control reviewed in paragraphs 32 to 34 below. 

29. The extent, and methods, of governmental 
protection of national producers from the competition 
of foreign suppliers in the domestic market are 
limited under the GATT rules by (a) the prohibition 
of quantitative regulation of imports, except in certain 
circumstances noted in paragraphs 32 to 34 below; 
(b) the assurance of national treatment (i.e., the same 
treatment as that accorded to like domestic produc
tion) for all imports from other contracting parties in 
respect to all internal taxes, charges and r.eg~ati?ns 
affecting the sale, purchase, transport and d1stnbutwn 
of goods; (c) recognition that protection by means of 
subsidies and other forms of income or price support 
should be limited, and provision for notification by 
any contracting party granting such subsidies and for 
negotiation as to their limitation. ?n request of a.ny 
other contracting party; (d) proVISIOn for progressive 
reduction of import duties by a process of successive 
multilateral negotiations. The IMF rules on currency 
convertibility and exchange restrictions reinforce these 
provisions: those on exchange rates limit the possibility 
of affording differential protection to different products 
by means of multiple exchange rates or equivalent 
practices; they also limit the possibilities of com
petitive currency devaluation. 

30. The GATT is also concerned to limit govern
ment stimulus to exports by means of export sub
sidies. It categorically condemns all export subsidies 
except those on primary products, and requires ~he 
latter to be applied in such a way that the contractmg 
party applying the subsidy does not acquire "more 
than an equitable share of world export trade " in the 
product concerned. A contracting party is permitted to 
impose countervailing duties to offset the effects of any 
direct or indirect subsidy on exports to its territory. It 
is also permitted to impose anti-dumping duties on 
any product exported to its territory at " less than its 
normal value " should this export threaten " material 
injury " to a domestic industry or to an export industry 
of another contracting party. A product is con
sidered to be " dumped " if the price at which it is 
offered in the importing country is less than the 
comparable price at which it is offered for consumption 
in the exporting country or, alternatively, below the 
price at which it is offered to a third country or below 
its cost of production plus a " reasonable " margin of 
distribution cost and profit. 

31. The GATT rules relating to the operation of 
State trading enterprises are designed to ensure, first, 
that these trade on a basis of non-discrimination 
among GATT members and, secondly, that they 
conform with any undertaking given by the Govern
ment concerned on the margins of protection to be 

accorded to domestic production of the goods in 
which they trade. 

The exceptions to the basic rules 

32. The major exceptions to the basic GATT rules 
concern (a) the preferential tariffs permitted for 
customs unions and free trade areas, already men
tioned in paragraph 27; (b) provisions pero:itt.ing the 
use of quantitative import controls and restnctwns on 
payments for current transactions as defensive mea
sures in conditions of actual or threatened balance-of
payments difficulties; (c) provisions permitting the 
use of the latter measures to countries " in the early 
stages of development " both to protect their balances 
of payments and to . give prot~ction t~ particular 
industries, such countnes also bemg perrrutted greater 
than normal flexibility in the use of tariffs and other 
protective measures (recourse to such provisions is 
made easier for "a contracting party the economy of 
which can only support low standards of living and is 
in early stages of development" than for an economy 
which is merely "in process of development"; for 
the latter, special application and prior approval-in 
contrast with ex post consultation-is required for 
anything more than recourse to the " balance-of
payments escape clauses"); (d) _Provisi~ns pe~mit.ting 
exceptional import controls cons1st~nt With obhgat,~ons 
under inter-governmental commodity agreements not 
disapproved" by the contracting parties; (e) pro
visions permitting import restrictions to be used as a 
measure of domestic agricultural income and/or price 
support. Other provisions permit exceptional iJ!l~ort 
controls on security, health and some other Simtlar 
grounds, as well as emergency action (including tariff 
action) to prevent " serious injury" to domestic 
producers. Many of the GATT rules may be waived 
or amended by a qualified majority of the members. 

33. Recourse to the exceptional provisions of the 
GATT invariably requires consultation, either auto
matically or at the request of any contracting party. 
In most, though not in all cases, not only the grounds 
for recourse are specified in some detail but also the 
degree of freedom given to the contracting party 
concerned. For example, the "balance-of-payments 
escape clauses" empower a contracting party, in order 
to safeguard its external financial position and balance 
of payments " to restrict the quantity or value of 
merchandise to be imported " and " determine the 
incidence of the restrictions on imports of different 
products or classes of products in such a way as to g~ve 
priority to the importation of those products which 
are more essential whenever a threat arises to, a 
serious decline occurs or a reasonable increase is 
necessary, in monetary reserves as. a result of domes~ic 
policies directed towards the achievement and mam
tenance of full employment or towards the develop
ment of economic resources. Disapproval by the 
contracting parties of any " exceptional " action 
obliges the contracting party concerned ~o disco~tinue 
the practice disapproved and/or perm1ts retahatory 
action by others. 
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34. In general, any import controls, restrictions on 
current payments, etc., maintained or imposed under 
the exceptional provisions just mentioned must be 
applied on a basis of mfn treatment of other members. 
However, here again some exceptions are permitted 
subject to approval and periodic review by the relevant 
organization. 4 For example, a decision by the Executive 
Directors of the IMF in 1959 stated that " Notwith
standing the extensive moves towards convertibility, 
a substantial portion of the current receipts of some 
countries is still subject to limitations on convertibility, 
particularly in payments relations with State trading 
countries. In the case of these countries, the Fund will 
be prepared to consider whether balance-of-payments 
considerations would justify the maintenance of some 
degree of discrimination, although not as between 
countries having externally convertible currencies." 

The implementation of the GATT rules by the developed 
market economies 

35. Any summary of the effective development of 
trading practices under the GATT rules is bound to be 
easily questionable on detailed points. Subject to this 
general qualification, it can be said that, broadly 
speaking, non-discriminatory mfn treatment of all 
other GATT members in respect of tariffs and of the 
remaining quantitative import restrictions is today the 
practice of the developed market economies, subject to 
certain exceptions which are, however, of considerable 
importance. The major exceptions are the preferential 
tariff arrangements pre-existing GATT and the EEC 
and EFTA arrangements mentioned in paragraph 27 
above. But other offences against the rules of non
discrimination and mfn treatment by the developed 
market economies include the refusal of non-dis
criminatory treatment in the fields of tariffs, quanti
tative import controls and exchange restrictions by 
some of them to the one centrally-planned economy 
which is a full member of GATT-Czechoslovakia.5 

Moreover, some countries discriminate in the admi
nistration of certain protective import controls (e.g., 
on cotton textiles) against particular exporting coun
tries, and arrangements for " voluntary " limitation of 
exports of particular products by some countries to 
certain markets have also been made. 

36. The implications of the EEC and EFT A 
arrangements, and of the other preference systems, for 
developing countries are discussed in detail elsewhere. 6 

The EFTA calls only for the abolition of tariffs on 
industrial products moving in trade among its mem
bers. The EEC provides for the abolition of all tariffs 
on intra-member trade, and the eventual abolition of 
all national barriers to the movement not only of 
goods and services but also of capital and labour 

• Discriminatory treatment under the transitional arrangements 
of the earlier post-war years was easier than it is today. 

• On the position of centrally-planned economies as members or 
associate members of GATT, see section 3, paras. 81 et seq. 

• See " Implications for trade and development of developing 
countries of economic groupings of developed countries and/or 
preferential trading arrangements" (also published in this volume). 

within the EEC area; it provides for the development 
of common policies in the fields of agriculture, energy, 
steel and transport, and of common policies of a more 
general nature also-on economic relations with 
associated developing countries, on commercial rela
tions with non-members, on domestic monetary, social 
and other policies. The ultimate aim is a full economic 
union of the EEC countries. 

37. The very brief and general GATT provisions 
dealing with customs unions and free trade areas do 
not attempt to establish detailed criteria against which 
to examine the EEC, in particular, for conformity with 
GATT principles. The main function of the GATT, 
in this context, has in fact been to provide a forum 
within which detailed argument between the EEC 
members and the other contracting parties, on the 
specific provisions of the Treaty of Rome and the 
developing practices of the EEC, can be carried on 
against a background of traditional consultation and 
co-operation in the trade policy field. The contracting 
parties as a group have so far neither approved nor 
disapproved of either the EEC or the EFT A arrange
ments as a whole. 

38. So far as measures to protect domestic pro
duction are concerned, the GATT has not been wholly 
successful in outlawing quantitative restrictions on 
imports from other members except as justified by the 
"'balance-of-payments" or "development" escape 
clauses or by the permitted exceptions for agricultural 
products. These latter exceptions of course constitute 
a major breach of the general principle of eliminating 
protective quantitative restrictions. The incidence of 
quantitative restrictions outside the agricultural field 
in the developed member countries has been greatly 
reduced; but some remain. In the tariff field, however, 
successive rounds of multilateral negotiations have 
resulted in a significant reduction in the incidence of 
tariff protection since the GATT was set up. 

39. So far as other means of State interference with 
the market mechanism are concerned-subsidies, 
excise taxes, and other national regulations, as well as 
the operation of State trading organizations-GATT 
has provided a convenient forum for negotiation and 
the building up of a kind of case-law. The same applies 
to action to counter " unfair " trade practices, such 
as export dumping. 7 

40. GATT is not the initiating body for inter
national commodity agreements; but such agreements 
as have been negotiated under other auspices-on tin, 
wheat, sugar, coffee and olive oil-have been accepted 
by the contracting parties as justifying any incidental 
departures from the GATT rules. These agreements 
have varied from one commodity to another, but 
between them have involved long-term purchase and 
sales contracts within fixed price limits, buffer stock 

' It may be noted that the idea of internationally accepted princi
ples to guide government action to control restrictive practices by 
private industry and traders and to enforce " fair " practices in 
international trade, which was reflected in the draft charter for an 
international trade organization, was not translated into the GATT 
except in the " anti-dumping " provisions. 
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schemes and export quota arrangements, as well as 
combinations of the last two measures. 

41. It can be concluded that, in relation to the basic 
principles underlying the GATT and summarized in 
paragraph 24 above, that of non-discrimination 
among and mfn treatment of all members has been 
broadly implemented by the developed market eco
nomies. But the fact that the exception provided for 
customs unions and free trade areas has been invoked 
by countries accounting for so large a share of the 
world market as do the present members of the EEC 
and the EFT A makes the practical importance of these 
principles for other GATT members less than was 
originally expected. Less success has been achieved in 
limiting protective measures to tariffs, even in the 
developed economies, the agricultural sector being that 
in which other means of interference with the market 
mechanism are most widespread. However, the basis 
of general agreement on trading principles and 
similarity of practices has remained broad enough for 
the GATT to provide a forum for fairly effective day
to-day consultation and co-operation in finding 
acceptable solutions to problems arising in inter
national trading relations at least among its econo
mically-developed member countries. 

The attitude of the developed towards the developing 
member countries of GATT 

42. The trading practices of the developing coun
tries-members or non-members of GATT -are 
reviewed in section 4. However, it is necessary to note 
here that the developed market economies have 
increasingly conceded, in the day-to-day process of 
discussion and consultation under the GATT, the 
right of the developing countries to have virtually 
permanent recourse to the '' exceptional " provisions 
permitting the use of quantitative trade controls, and 
also to maintain (and vary) protective tariffs, and to 
use internal taxes or subsidies for protective purposes. 
The developed countries have recognized that, in 
principle, their own obligations to eliminate quantita
tive· trade controls (subject to permitted exceptions), 
to reduce tariffs and to give non-discriminatory treat
ment to developing countries should not be modified 
on this account, though-as indicated above
practice has not fully conformed to principle in this 
respect. 

43. The developing member countries themselves 
have increasingly indicated disappointment with 
several aspects of the trading practices of the developed 
market economies. They have also increasingly felt 
that the protection given by GATT against develop
ments of policies or practices detrimental to their 
interests is inadequate and that a more positive 
approach to devising ways of improving their trading 
conditions was required. This has brought a response 
from the developed member countries in the form, for 
example, of the acceptance in principle in May 1963 
of the '' Programme of action " proposed by the 
developing countries and of the consideration now 

being given by the Committee on the Legal and 
Institutional Framework of GATT to a possible new 
chapter on Trade and Development to be inserted in 
the Agreement. 

Practices in trade with non-member countries 

44. As was mentioned in paragraph 25 above, the 
GATT only obliges members to apply its rules in 
trade with other member countries. In relations 
between GATT members and non-members, the 
reciprocal according of mfn tariff treatment is nor
mally governed by bilateral commercial treaties or 
trade agreements. Most, though not all, of the devel
oped market economies in fact grant mfn tariff treat
ment modified by the provisions of the EEC and 
EFT A to most non-member countries, including the 
centrally-planned economies. However, the latter do 
not accept that the member countries of the EEC and 
EFTA should have the right to apply tariffs dis
criminating againt all non-members of their respective 
groupings (see section 5). 

45. Quantitative control of imports by the devel
oped market economies is more common in their 
relations with non-members of GATT-and particu
larly with the centrally-planned economies-than in 
their relations with members. In most of the developed 
market economies, some imports are on open general 
licence (or by some other means free from effective 
restriction) irrespective of their source; and in many of 
the developed member countries most or all of the 
non-member developing countries receive equal treat
ment with GATT members. However, completely 
non-discriminatory treatment of imports from cen
trally-planned economies is rare (or possibly even 
non-existent). The range of imports subject to control 
varies from country to country: the degree of effective 
import restriction-and of discriminatory restriction 
of imports from particular non-member countries
probably varies still more and is, in all cases, very 
difficult to assess. In a number of countries " strategic " 
export controls on trade with centrally-planned 
economies exist, as well as import or export controls 
with some economic motivation. 

46. Strategic and other overtly politically-moti
vated trade controls are not discussed in this paper. 
Other controls on imports from centrally-planned 
economies are frequently administered on a discrimi
natory basis. In many cases though not invariably, 
annual (and sometimes longer-term) bilateral trade 
agreements govern the licensing of imports by a market 
economy from a planned economy trade partner, the 
possibilities of import control frequently being used 
on both sides in an attempt to negotiate desired open
ings for particular exports to the partner country's 
market. 

47. The extent to which the centrally-planned 
economies are accorded transferability of earnings of 
the currencies of the developed market economies also 
varies. A few of the latter countries permit unrestricted 
convertibility of any earnings of their currencies by any 
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other country. Others apply varying degrees of 
restriction of transferability, in some cases insisting on 
bilateral clearing arrangements. There has been a 
noticeable tendency, however, for restrictions on 
currency transferability to be reduced in recent years.s 

48. Trading practices between market and cen
trally-planned economies are discussed further in 
sections 3 and 5. 

3. THE PRACTICES OF THE CENTRALLY-PLANNED 
ECONOMIES 

National foreign trade planning 

49. In the centrally-planned economies, State 
ownership of the means of production is the rule (the 
exceptions being mainly in the farm sector). Foreign 
trade is carried on by state trading enterprises (each 
with a monopoly of trade in its field of operation) 
within a framework of national foreign trade plans 
which are part of the state plans for the economy as a 
whole. National economic plans, and foreign trade 
plans as one component of them, are normally 
established for medium-term and longer periods
recently for five- or seven-year periods within much 
less firm and detailed "perspective plans" for 10, 15 
or 20 years-as well as for each year and, in the case of 
the foreign trade plans (and some other elements), for 
shorter periods. 

50. The import and export plans are established by 
commodity or commodity group in terms of values to 
be realized in foreign exchange (to ensure the required 
balance of international payments) and in terms of 
values at domestic plan prices and, for key products 
at least, in quantitative terms when feasible. These 
plans have to be closely correlated with those for 
production, material inputs, retail trade, investment, 
etc. In addition, the foreign trade plans are broken 
down-in degree and pattern varying both with the 
period of the plan and from country to country-by 
market area or individual partner country. 

51. In drawing up medium- and long-term foreign 
trade plans, and the related national production and 
investment plans, considerations of the relative 
" efficiency " of various possible imports and exports 
or, in other terms, of comparative-cost criteria, are 
taken into account. The importance attached to such 
calculations has everywhere increased during the last 
decade. 

52. In establishing the relative " real " profitability 
of possible alternative exports or imports, calculations 

• For example, the Soviet Union today enjoys full convertibility 
of all earnings of the currencies of Denmark, France, western 
Germany, Italy, Switzerland, the United Kingdom, Canada, the 
United States, Japan and New Zealand; bilateral clearing arrange
ments envisaging full settlement of annual balances in convertible 
currency exist with Belgium, the Netherlands, Norway and Sweden· 
bilateral clearings with no, or restricted, settlement of balances i~ 
convertible currency exist with Austria and Finland. The European 
planned economies other than the Soviet Union in general enjoy 
unrestricted transferability of the currencies of Belgium, western 
Germany, Italy, the Netherlands, the United Kingdom and the 
United States. Other western European countries offer varying 
degrees of transferability to different planned economies. 

of varying complexity are required, since domestic 
price and cost structures diverge, to a greater or less 
degree, in all the centrally-planned economies-largely 
as a result of the importance, in relation to the "factor 
cost" of output, of the turnover tax and of its dif
ferential incidence. The formulae used vary somewhat 
from country to country. Broadly speaking, they seek 
to relate the domestic production cost of a given 
commodity to its foreign-exchange value. Difficult 
conceptual and practical problems of various kinds 
arise-for example, in the accounting of capital costs 
and in deciding how to value material inputs into the 
product under consideration. On the first point, some 
kind of interest charge, as well as amortization, is now 
frequently included as a cost for the purposes offoreign 
trade or investment efficiency calculations, though 
only the latter is normally taken into account in the 
domestic pricing systems. 9 Differing practices are 
applied in costing material inputs, the broad purpose 
of each formula being, however, in the case of a poten
tial export, to permit a comparison of the net foreign 
exchange proceeds with the domestic current labour 
cost plus whatever allowance for capital cost may be 
made. Additional complications may sometimes be 
introduced in the form of " premia " for particular 
currencies earned or spent.10 

53. Some of the difficulties of making such calcula
tions have been lessened, though not eliminated, in 
recent years as a result of domestic price reforms 
which have reduced the range of subsidies and levies 
entering into ex-factory, or wholesale, prices and by a 
closer approach to " purchasing-power parity " ex
change rates in some countries. However, comparative 
cost calculations remain difficult and, in addition, any 
comparisons of current relative costs can be only a 
poor guide to long-term production and foreign trade 
planning. They can be, and are, supplemented by 
assessments of likely changes in relative factor supplies 
and relative domestic production costs. Views on 
likely future trends in world supply and demand for 
particular products, and assessments of the future ease 
of access to particular export markets and sources of 
supply of imports, also influence the plans. Commit
ments to supply or import particular products under 
agreements reached in the Council for Mutual Eco
nomic Assistance may also be of importance (see 
below). 

54. In the short-term, export and import plans are 
doubtless influenced to some small extent by imme
diate relative cost considerations; but the longer-term 
plan decision, the varying ease of access to different 

' Hungary, however, has recently introduced an interest charge 
into the normal calculations of enterprises' costs. 

" For illustrations of some of the formulae used, see the United 
Nations Economic Bulletin for Europe, Vol. II, No. I, pp. 70-71. The 
major differences are between " global " indicators which value 
ma~erial inputs ~t domestic cost, whether they are home-produced 
or Imported (whtch may be fully adequate for sectors of relatively 
low dependence on imported fuels and materials), and "net" 
indicators which calculate material inputs at foreign trade prices, 
and permit the calculation of the ratio of domestic cost to foreign 
trade price for each stage of processing. 
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export markets, capacity and market limitations on 
total export earnings, and the relative essentiality of 
different goods in relation to national investment and 
consumption plans and production capacities all 
narrow the field open for choice on such a basis. 
Moreover, annual import and export programmes 
normally reflect to some extent pre-existing long-term 
trade agreements and contracts (see below). 

55. It is broadly true to say that the import plan is 
the primary element in foreign trade planning in the 
centrally-planned economies, with the export plan 
being essentially the means for financing needed 
imports, though the assessment of the level of exports 
likely to be achieved on acceptable terms may lead to 
a revision of the original estimate of import " needs ". 
This approach is in line with the general emphasis on 
production planning in these countries, in contrast 
with the demand-planning approach normal in de
veloped market economies; and it need not necessarily 
involve any greater emphasis on import saving than 
on export promotion. However, in the long-term 
planning of foreign trade, while the desire to minimize 
production costs for the economy as a whole dictates 
a wide exploitation of trading opportunities, other 
factors tend to encourage an •• import-saving " attitude 
on the part of the national planning authority, or of 
the planning authorities of all the CMEA countries 
acting in co-operation. These include the greater 
certainty of supplies planning from domestic pro
duction or under long-term agreements or contracts 
with other CMEA Governments, partly reflecting 
uncertainty about the future ease of access to foreign 
sources of supply and export markets and uncertainty 
about the future terms of trade, particularly if the 
volume and range of exports should have to be rapidly 
expanded. In fact, national statements of policy, the 
" Basic Principles " of co-operation within the CMEA 
and the actual and projected levels and composition 
of foreign trade of the member countries all give an 
impression of a somewhat greater emphasis on import 
saving than on export promotion in the current and 
past national policies of some of the centrally-planned 
economies and of the CMEA countries as a group.U 

56. It is highly probable that, whatever the criteria 
for drawing up long-term foreign trade plans may be, 
there will normally be an appearance of short-term 
" scarcity " of imports in the centrally-planned econo
mies. These economies are normally managed on the 
basis of a drive for the maximum feasible rates of 
expansion of output, ~nd any f~ilure in co-or~inatin.g 
the various elements m the national plan, or m their 
execution, tends to set up strains for which the obvious 
means of emergency relief is additional imports, or the 
holding back of some supplies earlier destined ~or 
export. Several of the Governments of these countnes 

u See " Implications for trade and development of ~eveloping 
countries of economic groupings of developed countnes and/or 
preferential trading arrangements" (E/CONF.46/31), Chapter II, 
section 4 and Chapter III, section 3, and" Past trade flows an~ future 
prospects for trade between the centrally-pl":nned econom1es and 
developing countries" (E/CONF.46/35}, m th1s volume. 

have repeatedly referred to their endemic balance-of
payments difficulties-particularly with the developed 
market economies-and it seems that annual import 
programmes normally have to be set up on the basis 
of a strict limitation of the total in the light of expected 
export earnings and according to the current scale of 
priorities of national resource allocation. 

The operations of foreign trade enterprises 

57. In the Soviet Union and the eastern European 
countries, the foreign trade corporations which actually 
conduct the transactions with foreign importers and 
exporters operate under state monopoly, but are 
organized legally and financially as independent units. 
Normally, each such corporation is exclusively entitled 
to trade with other countries in its particular field of 
activity-selling in that field, as a rule, the country's 
whole export production and/or buying all the coun
try's import requirements-in accordance with the 
State foreign trade plan. The number of corporations 
is everywhere relatively small-for example 12 to 13 in 
Bulgaria and Romania, 25 to 30 in Czechoslovakia 
and Poland. The corporations are everywhere sub
ordinated to the Ministry of Foreign Trade which, 
however, does not normally give instructions for the 
conclusion (or non-conclusion) of any particular 
transactions, but rather guides and supervises the 
corporations' activities within the framework of plans 
defining the quantities and values of products to be 
imported or exported by each corporation in the plan 
period-with a varying degree of specification by 
geographical or currency area-and setting targets for 
cost reduction and profits. The corporations them
selves play a part in the preparation of these plans. 

58. The foreign trade corporations are independent 
juridical entities enjoying legal and contractual 
capacity. They are the exclusive property of the State, 
but this does not affect their legal autonomy. They 
own and dispose of property and they have the right 
to contract obligations. Within the limits laid down in 
their statutes, corporations are empowered to conclude 
trade deals with foreign organizations. 

59. Within the limits set by their commodity 
import and export plans, and the breakdown of these 
by geographical or currency area or by country, the 
corporations are expected to operate on normal 
commercial principles, taking into account price, 
quality, delivery and payment terms, etc. The manage
ment and employees of the corporations are in most 
countries given a financial interest, by means of premia 
and bonus systems, in best possible plan fulfilment and 
most profitable trading. However, the corporations' 
powers to vary the prices they can o~er or a~cept in 
foreign trade are, to some extent, ctrcumscnbed by 
superior directives. Moreover, the basis for calculating 
their profits-and their personnel's entitlement to 
premia-is affected by such factors as t~e incidence. of 
any tariffs (see below) or of any spectal accounting 
exchange rates (or equivalent premia) for transactions 
in particular currencies which may be established by 
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higher authority. Thus it may not always be most 
profitable for the corporation to buy in the market 
where the dollar price is lowest (or sell where it is 
highest) if either goods from that market are subject 
to a tariff, while those from some other source are not, 
or a special accounting exchange rate (or equivalent 
premium) for one of the currencies concerned offsets 
the price advantage (see also section 5, para. 136). 

Price formation in foreign trade and in the domestic 
market 

60. Internal price structures are insulated from 
those of the world market to an incomparably greater 
degree in the centrally-planned economies than in the 
market economies, even though in some of the latter 
the insulation of the domestic market for certain 
agricultural products is virtually complete. In the 
planned economies, domestic prices are fixed by the 
appropriate authorities on the basis of criteria differing 
somewhat from country to country. Wholesale prices 
(ex-factory or ex-farm) normally tend to be held 
stable for fairly long periods; and, though individual 
prices may be adjusted from time to time, major 
reforms of the whole price structure are normally 
undertaken only at intervals of several years. For 
producers' goods the tendency of most recent price 
reforms has been to bring the structure of relative 
prices closer to that of relative domestic production 
costs (however defined). For consumers' goods, prices 
are increasingly, though not invariably, set at levels 
intended to maintain a market equilibrium between 
supplies and consumers' demand: broadly speaking, 
the price set for a particular product reflects the 
quantities which the authorities are prepared to make 
available for consumption (from home production and 
imports) and the estimated demand elasticities. If this 
involves a tax (or a subsidy) on a particular product, 
it is a matter for decision by the planning authorities 
whether or not then to plan to increase supplies from 
home production or from imports (or to diminish 
them). The relationship between the prices of pro
ducers' goods as a group and consumers' goods as a 
group is, moreover, affected by the fact that turnover 
tax is levied almost exclusively on the latter. 

61. Subject to any quality differences, imported 
and home-produced goods are normally sold on the 
domestic market at the same price.12 If there are no 
equivalent domestically-produced goods the domestic 
price of the imported product is often fixed in relation 
to that of some potential domestically-produced sub
stitute. However, in the countries particularly heavily 
dependent on external trade there has recently been a 
tendency somewhat to modify these general price
fixing practices so as to aligp the domestic wholesale 
price structure increasingly with that of the world 
market-a tendency related to the increasing import
ance attached to comparative cost criteria in the 
planning of output and external trade in such conn-

11 One exception is noted in the footnote to para. 69 below. 

tries. In every country, however, the disparities between 
relative prices in the domestic and the " world " 
markets remain considerable. In terms of the concepts 
of the market economies, the margin between the price 
paid for a given imported product by a State foreign 
trade corporation to the foreign supplier and the price 
(converted at the official exchange rate) charged by a 
State home trading agency when selling it to the 
domestic user or consumer may contain any or all of 
the following components: 

(i) Normal distribution expenses incurred be
tween importation and sale on the home market; 

(ii) The equivalent of an excise tax or a general 
subsidy to the domestic user or consumer (i.e., any 
difference between the production cost and selling 
price of a comparable home-produced commodity); 

(iii) The equivalent of a customs duty (or a sub
sidy to imports) which includes the formal duty 
where such exists, and may have both an mfn and a 
differential element; 

(iv) A margin corresponding to scarcity profit on 
a restricted import (i.e., the equivalent of the above
normal profit that the importer of a commodity 
subject to restrictive import licensing might make in 
a private enterprise economy). 
It would probably be impossible in practice to 

distinguish these various elements at any time, and 
certainly their incidence does not remain constant
partly because of the tendency to adjust price relatives 
in the domestic market to changes in relative domestic 
production costs only at fairly long intervals. 

62. Sales on export markets by the foreign trade 
corporations are made at the " market price " without 
reference to the price at which the same product is sold 
on the domestic market. As indicated above, the 
decisions whether to import, produce, or export a 
particular product are decisions of the planning 
authorities, influenced but not directly determined by, 
inter alia, calculations of relative costs (or, in the terms 
more often used in the planned economies, by relative 
foreign trade and investment " efficiencies "). 

63. It may be useful to note m passing that the 
official exchange rate of the currency of a centrally
planned economy cannot be taken as any indication of 
general policy on trade dependence-in the sense that 
in a developed market economy the maintenance of an 
exchange rate needing the continuing support of 
import restrictions might be regarded as such an 
indication. The exchange rate is a useful accounting 
device of relatively little economic significance, though 
as indicated above, the practical convenience for the 
purpose of " efficiency " calculations of a fairly 
"realistic" rate has been recognized. Similarly, the 
fact that domestic cost and price structures still 
diverge-as a consequence of delays in adjusting price 
structures to differing rates of change in costs from one 
branch of production to another, of the varying 
incidence of turnover tax, etc.-means that the 
differing margins between the foreign trade and 
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domestic prices of internationally traded goods give no 
indication of the relative real " taxes " or " subsidies " 
on such goods. 

64. In the practical operation of the foreign trade 
corporations, the insulation between domestic and 
external prices is achieved by accounting the cost of an 
imported product to the corporation at its price in 
foreign exchange converted to domestic currency at 
the appropriate exchange rate and its selling value to 
the corporation at the domestic price at which it has 
to be passed on to the domestic user or distributing 
agency. Similarly, for a product to be exported: the 
cost to the corporation is its value at the domestic 
price, and its selling value to the corporation is the 
realized foreign exchange value converted at the appro
priate exchange rate. The central budget bears the 
consequential accounting losses and gains on foreign 
trade. It will be apparent from the preceding para
graphs that little, if any, economic significance can be 
attached to the magnitude or the sign of the net 
" gain " or " loss " on foreign trade. 

65. Pricing in trade among the centrally-planned 
economies is governed by the " CMEA price clause " 
normally included in both long-term and annual 
bilateral trade agreements between these countries. It 
provides that prices should be established " on the 
basis of average world market prices on the principal 
market for the commodity in a clearly defined period ". 
However, it is accepted that, in negotiating the price 
in a given contract, world market prices should be 
adjusted so as to eliminate short-term fluctuations, the 
influence of speculation or monopolistic practices and 
other undesirable factors. Another adjustment aims at 
sharing equally between seller and buyer any savings 
on transport cost (or any additional transport cost) 
that may appear from a comparison of transport costs 
incorporated in the " world " delivered price and the 
actual transport cost in the deal in question. In 
principle, the average world market price of 1957-1961 
has been accepted as the basis for pricing in intra
CMEA trade during 1964 and 1965.13 According to a 
recent CMEA decision, the average prices of 1959-
1962 will be applied during 1966-1970. A decision has 
been taken in principle to change at some unspecified 
future date to a new basis for pricing in intra-CMEA 
trade (see para. 81 below). 

66. The acceptance of " world-market " prices as 
the basis for trading among the CMEA countries at 
the present time does not, of course, completely 
remove all elements of bargaining on price from their 
mutual trade relations, if only because, for many 
products, the " world-market " price at a given time 
is by no means obvious. However, the acceptance of 
this principle does tend to give very much more 
importance to the commodity pattern of exchanges 
between each pair of countries, and much less import
ance to the prices obtainable on individual transac-

'*Average prices of 1949 to mid-1950 had been used in the years 
·UP to 1956, and those of 1957 in subsequent years. 

tions than is the case in trade between market econo
mies. 

67. Prices in trade between centrally-planned and 
market economies depend essentially on the conditions 
of the market for a particular product traded. The State 
importing enterprise of the planned-economy partner 
is normally in a position to purchase from a multitude 
of potential exporters, while being the sole means of 
access for foreign exporters to its domestic market. 
The authorities of the countries of planned economies 
state, however, that the practice of their importing 
organizations is to conform to " world prices " so far 
as possible in their trade with market economies as 
well as with each other, and that the same is true of 
their exporting enterprises. In fact, the State exporting 
agencies of the centrally-planned economies are nor
mally confronted with a market-at least in trade with 
the industrialized countries-on which their own sales 
have little effect and to the price structure of which 
they must, therefore, generally conform. However, 
one of them may occasionally become a price leader 
rather than a price follower, in a particular market; 
and in individual contracts special terms may some
times be arranged. 

The role of tartffs and the State-trading enterprise's 
interest in "profits " 

68. It is clear from the description of the basis for 
determining the commodity composition of the import 
plan of a centrally-planned economy that customs 
tariffs play no effective role in " protecting " domestic 
producers from foreign competition. There is no direct 
competition from imports in the domestic market, the 
decision whether or not to import a particular product 
being taken by the authorities in the light of various 
considerations, of which relative costs is only one. 

69. However, a two-column tariff-existing now 
in the Soviet Union, Czechoslovakia, Hungary, and 
Poland 14-may have some influence on the geogra
phical pattern of trade via the interest of the State 
importing corporation in maximizing its profits. As 
has been indicated above, the primary duty of the 
State-trading organization is to buy (or sell) the 
quantities or values of particular commodities con
tained in its import (or export) plan. Its freedom to 
choose among sources of supply (or markets) is limited 
by the extent to which higher authority has broken 
down its commodity import plan also by country or 
area and, of course, by pre-existing commitments 
under long-term contracts. However, within this 
framework the importing enterprise is interested in 
buying as " cheaply " as possible, since its profit, and 
its staff's entitlement to premia, is thus increased. But, 
the effective price of any import to the enterprise is 
affected by any differential tariffs which may be 
imposed (as well as by any special accounting exchange 
rates or equivalent premia on particular currencies 
that may be in force). Since the importing enterprise's 

"And authorized in eastern Germany. 
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selling price to the domestic user or distributor is 
normally the same whatever the price paid for the 
import, it has an incentive-other things being equal
to try to buy from the sources carrying the lower rate 
of import duty.15 Few countries are as yet subject to 
the higher rates of duty in any case where a two
column tariff exists: the Soviet and Hungarian 
Governments have stated that the recent introduction 
of such tariffs in their countries has been made mainly 
in preparation for use in the face of tariff discrimina
tion by the EEC and the EFTA if negotiations should 
fail to bring acceptable modifications of the practices 
of those groupings. Czechoslovakia and Poland apply 
their tariffs in accordance with old mfn rights em
bodied in commercial treaties and, in the former case, 
with obligations under GATT. 

Bilateral trade and payments arrangements 

70. The intra-trade of the centrally-planned econo
mies is conducted within the framework of long-term 
bilateral trade and payments agreements, currently 
covering five-year periods, which are supplemented 
by annual agreements. The long-term trade agreements 
normally state the expected value of trade in each 
direction in each year of the agreement, and contain 
" core " lists of essential items, for which planned 
exchanges are specified where practicable in quantita
tive detail. The annual trade agreements may later 
modify the values of the exchanges originally foreseen, 
as a result of adjustments either of quantities or of 
prices. Prices are not fixed in the long-term or annual 
agreements, but are a matter for negotiation between 
the foreign trade corporations concerned on the basis 
of the acceptance in principle of" world market prices" 
mentioned in paragraph 65 above. 

71. It is not easy to assess how far the exchanges 
written into long-term (or even annual) trade agree
ments between planned economies constitute firm 
commitments. To the extent that they are translated 
into long-term contracts between the respective trade 
corporations they are, of course, binding commit
ments; and, in fact, long-term contracts cover a con
siderable part of the trade in some relationships. To the 
extent that the planned exchanges reflect agreements on 
production specialization and intra-trade reached in 
the CMEA (see para. 78 below) they also appear to 
imply rather firm obligations on both parties; and, in 
general, it seems that all parties feel a fairly strong 
obligation to try to ensure that domestic investment, 
production, and consumption plans incorporate the 
intra-CMEA trade flows foreseen in long-term and 

u In the Soviet Union a similar effect is gained by limiting the 
price the foreign-trade enterprise is permitted to pay to the normal 
"world "price minus the tariff differential. Jn Hungary some passing 
on of the duty to the domestic user is permitted, and the i~ternal 
cost-accounting and management systems are such as to giVe the 
domestic user both an incentive to take the cheaper import and also 
the possibility of influencing the importing enterprise accordingly 
(see Report of an Ad Hoc Group of Experts appointed by the 
Economic Commission for Europe, E/CONF. 46/PC. 47, Annex, 
para. 10). For a description of the two-column tariffs of the Soviet 
Union and Hungary, see the Economic Bulletin for Europe, Vol. 14, 
No. 1 (United Nations publication, Sales No.: 62.II.E.7), pp. 52 to 
58. 

annual agreements and that, so far as possible, the 
latter are achieved in practice. Moreover, it seems that 
the break-down of the import and export plans given to 
the foreign trade enterprises into separate geographical 
or currency areas within which they are free to choose 
their markets or sources of supply, normally separates 
the centrally-planned economies from market econo
mies. 

72. The payments arrangements between centrally
planned economies have so far normally foreseen an 
annual bilateral balancing of current payments (on 
account of both visible and invisible trade) subject to 
any long-term bilateral credits that might have been 
negotiated and to annual " swing ,. credits intended to 
accommodate seasonal and unforeseen variations 
from the planned balances. These " swing " credits 
have normally been limited to some 2 to 4 per cent of 
the expected annual turnover; 16 but some arrange
ments have provided for wider or even unlimited 
"swings" subject to correction in the subsequent 
accounting period. A multilateral payments system to 
be operated under the auspices of the CMEA was 
introduced on l January 1964 (see para. 79 below). 

73. Trade between the centrally-planned econo
mies and market economies is also frequently con
ducted in the framework of long-term and annual 
trade agreements. In trading with developed market 
economies, the main value of such agreements to the 
planned economy concerned lies in the assurance given 
that the Government of the partner country will not 
place obstacles in the way of its traders' importing, 
or exporting, up to the limits stated for the various 
commodities covered in the agreement (it is now usual 
for trade in a considerable range of commodities to be 
subject to no limitations). It is not normally possible 
for Governments of market economies to guarantee 
particular quantities or values of trade in particular 
commodities or-because of their commitments to 
fellow-members of GATT or other associations-to 
promise discrimination in favour of a planned e~onomy 
in their operation of any import controls whtch may 
exist, though some exceptional cases have occurredP 
In trade with developing countries, it is sometimes 
possible for the partner Government to give firmer 
commitments under bilateral agreements, in cases 
where its licensing control over imports is fairly 
comprehensive or where State organizations conduct a 
significant part of the trade (see section 4). In trade 
with both types of market economy, the foreign trade 
corporations of the centrally-planned economies are 
normally willing to enter into long-term contracts on 
acceptable terms, and many such contracts in fact 
exist. However, except in the case of such contracts, 
the undertakings of the authorities of the planned 
economies in agreements with market economies 
normally go no further than statements of the imports 
and exports that seem likely to prove possible and 
which they will use their " best endeavours " to ensure 

"See, inter alia, New Times, Moscow, 18 December 1963. 
u See section 2, para. 34. 
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if the general conditions of trade prove favourable.18 

74. Trade agreements (or commercial treaties) 
between the planned economies and market economies 
usually also cover such matters as mutual mfn tariff 
treatment, any stipulations about general conditions of 
trade, arbitration clauses, etc. 

75. Payments arrangements between the centrally
planned economies and market economies vary from 
one relationship to another. Today, trading in con
vertible currency appears to be the most usual arrange
ment. However, many bilateral clearing arrangements, 
with .. swing " credits, exist. They seem to be more 
common in relations with developing countries than 
with developed market economies, though even with 
the latter they are not unknown. Whatever the formal 
payments arrangements may be, they are sometimes 
supplemented by barter deals or unofficial com
pensatory arrangements between public or private 
organizations in the market economies and the trade 
corporations of the planned economies. 

The Council for Mutual Economic Assistance 

76. The activities of the Council for Mutual 
Economic Assistance, and the principles guiding 
economic co-operation among its members and their 
production and trade policies, are reviewed in another 
paper before the United Nations Conference on Trade 
and Development.19 It is thus only necessary here to 
draw attention to certain aspects of the Council's 
activity particularly relevant to the subject of this 
paper. 

77. The integration of the economies of the CMEA 
countries is now being pursued through the co
ordinated planning of their production and intra-trade 
sector-by-sector. The confrontation of national mate
rial balances for a particular product or group of 
products-in the form of national plans for output, 
total exports and exports to other CMEA countries, 
total imports and imports from other CMEA coun
tries, and requirements for domestic use-leads to 
agreed recommendations by all or some of the CMEA 
countries on total production within the group, its 
location and the level and pattern of intra-trade for a 
stated future period. 20 These recommendations· are 
then translated into five-year bilateral trade agree
ments among the countries concerned and reflected in 
the revised national investment, production and trade 
plans. A considerable number of joint investment 

" One other special form of import commitment entered into by 
the ~lanned economies may, however, be noted-that arising from 
credit granted to a developing country to be repaid either in the 
traditional exports of the latter country or in the goods produced by 
the investment project concerned. 

" "Implications for trade and development of developing countries 
of economic groupings of developed countries and for preferential 
trading arrangements" (also published in this volume). 

•• Some thousands of products in the fuels, raw materials and 
equipment categories are officially stated to have been covered by 
such recommendations for the 1961-1965 plan period: work is now 
in progress on the 1966-1970 plans and on perspective plans ending 
in 1980. 

projects have also followed after CMEA consultations, 
involving investment by one CMEA country in pro
duction in the territory of another of some commodity 
in which the first is interested as an importer. 

78. The importance of each member country 
faithfully implementing all agreements on intra-trade 
linked with CMEA production and specialization 
recommendations is stressed in the " Basic Principles 
of International Socialist Division of Labour " govern
ing co-operation among the member countries. The 
"Principles " also state the considerations that should 
influence such recommendations. These include the 
minimizing of production costs for the member coun
tries individually and as a group (both by ensuring an 
economic pattern of specialization and the advantages 
of large-scale production inside the CMEA area and 
by taking advantage of the possibilities of an advan
tageous wider international division of labour with 
non-member countries), the maximizing of output 
within the CMEA area in several sectors (agricultural 
products and " raw materials of which there is a 
scarcity in the socialist camp "), the need for diversified 
economic development in each member country, and 
considerations of the effects on employment, balances 
of payments and defence capacity. 

79. Clearly the relative weights given to each of 
these considerations is of considerable significance for 
the trade pattern of the member countries. As in any 
economy or group of economies attempting long-term 
development planning, consideration of relative costs 
must logically take into account expected future, 
rather than simply current, cost comparisons. But 
numerous official statements of current policy in the 
CMEA countries, as well as the substance of recent 
CMEA recommendations and national plans, suggest 
that considerable weight is given also to the other con
siderations mentioned in the " Basic Principles ", and 
that in some sectors current policy is to maximize 
production in the area and to avoid or lessen depend
ence on external supplies in the future. Examples of 
products which appear to be subject to such policies 
include cereals and basic livestock products, ferrous 
and non-ferrous metals, fuels, textile fibres, rubber 
and some chemical products and items of equipment.21 

80. Recent decisions by the CMEA of direct 
importance for the future trading practices of its 
members are two. First, a multilateral payments 
scheme has come into operation on 1 January 1964, 
the aim of which is to ensure that in future each mem
ber country will be obliged to aim at a balancing of 
current payments (subject to any long-term credit 
available) only with the CMEA area as a whole, 
instead of -as heretofore-with each other member 
individually. Transactions will in future take place in 
" transferable roubles " through accounts with the 
" International Co-operation Bank " newly established 
in Moscow: each country will enjoy an annual margin 

" See " Past trade flows and future prospects for trade between 
the centrally-planned economies and developing countries " (also 
published in this volume). 
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of" swing " credit with the Bank (and a corresponding 
contingent obligation to accumulate a " swing" 
credit balance in the Bank's books).21 The extension 
of the scheme to other countries is envisaged as a 
possibility, as is the future introduction of some 
element of wider convertibility into inter-member 
payments. 

81. Secondly, the eventual" transition of the world 
socialist market . . . to a price basis of its own " is 
envisaged. If such a change should be made, decisions 
will have to be taken on the actual or potential margins 
between relative costs (and prices) in the CMEA area 
and relative prices on the world-market price scale 
which are to be accepted as a basis for planning the 
production and intra-trade of the CMEA countries, 
as well as on the effective exchange rates to be applied 
between the CMEA currencies and those of the 
outside world. Thus, many questions analogous to 
those arising in the negotiation of a common tariff 
for a group of market economies would have to be 
answered.23 However, no change to a completely new 
price basis is to be expected in the near future. 

The position of planned economies in the GAIT 

82. Czechoslovakia is the only centrally-planned 
economy which is a full member of GATT; and it 
became a member, as one of the original signatories of 
the Agreement before the present system of virtual 
complete State ownership and control of the means of 
production and trade was established. Its obligations 
under the Agreement are now governed largely by 
Articles III and XVII requiring that, in countries 
operating State monopolies of foreign trade, 

"(a) Imports or exports by State enterprises shall 
be made 'solely in accordance with commercial 
considerations, including price, quality, availability, 
marketability, transportation and other conditions 
of purchase and sale ', and that each contracting 
party shall afford the enterprises of the other con
tracting parties adequate opportunity to compete for 
participation in such purchases or sales, and 

(b) With regard to products on which tariff con
cessions have been negotiated, the import monopoly 
' shall not ... operate so as to afford protection on 
the average in excess of the amount of protection 
provided for in that schedule (of tariff concessions)'." 
Czechoslovakia has in fact granted tariff concessions 

on 600 items and gives mfn tariff treatment to other 
contracting parties: it receives such treatment from all 
contracting parties except the United States (subject, 
of course, to treatment as a non-member of those 
groupings by the EEC and EFTA countries). 

11 The paid·up capital of the Bank (60 million roubles in 1964 
out of an authorized capital of 300 million roubles) provides backing 
for these credit arrangements. 

•• In connexion with current specialization decisions, as well as 
with the possible change to a new price basis, a considerable volume 
of work on both the theory and practice of international comparisons 
of production costs is currently being undertaken, in co·operation, 
by the CMEA countries. 

83. The Czechoslovak Government regularly sup
plies the contracting parties with information on the 
growth of trade and on the role of the foreign trade 
monopoly in national economic planning, the character 
of the foreign trade plan, the scope and activities of 
foreign trade agencies, etc. It has also undertaken to 
allocate foreign exchange in payment for current 
transactions in accordance with the principles of the 
special agreements on such matters normally con
cluded with non-members of the IMF. 

84. When dealing with charges of dumping or 
export subsidization by Czechoslovakia the contract
ing parties have accepted consultative procedures 
based on comparisons of Czechoslovak prices with 
those of other exporters in the same market. It has not 
been felt that criteria requiring comparison of export 
prices with domestic prices or costs could be adapted 
to the system of price formation in an economy such 
as that of Czechoslovakia.24 

85. Efforts have been made both by Czechoslovakia 
and by the other contracting parties to fit the former 
country into the general process of co-operation among 
the contracting parties in many respects; but mfn treat
ment as regards the administration of quantitative 
import restrictions has in many cases been withheld 
from Czechoslovakia by the developed market 
economies despite their obligations under the Agree
ment. The reasons for this are similar to those influ
encing the treatment in this respect of the centrally
planned economies in general, reviewed in section 5, 
paras. 124 to 128. 

86. Poland has established relations with the 
GATT contracting parties, by a declaration of 
November 1959. Both sides accept the objective of 
expanding trade on a basis of mutually advantageous 
trading opportunities and conditions. The main 
practical results have been Polish participation in 
reviews of the development of Polish trade with the 
contracting parties in the light of this general objective, 
and in consultations on trading practices in particular 
fields. Poland has also been admitted to the Trade 
Negotiations Committee charged with preparing the 
1964 tariff negotiations. The GATT members have not 
accepted any obligation to give mfn treatment to 
Poland in respect of tariffs (though most of them do so 
in fact) or of quantitative restrictions, in which respect 
the Polish position is similar to that of Czechoslovakia. 

87. The initial association of Yugoslavia with the 
GATT, by a declaration of May 1959, involved 
problems similar to those arising in connexion with 
Czechoslovak or Polish trade practices. Yugoslavia 
then undertook to accord the treatment provided for 
in the GATT to the contracting parties to the extent 
compatible with its current economic system. The other 
contracting parties undertook to treat Yugoslavia in 
such a way as to achieve an equitable balance of rights 

" It may be noted that out of 17 investigations of dumping by 
Czechoslovak trading enterprises in western markets during 1960· 
1963, 11 have been amicably settled and only 3 have resulted in a 
finding of •• dumping ". 
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and obligations, with due allowance for Yugoslavia's 
needs as a country in course of economic development 
and in balance-of-payments difficulties. Yugoslavia 
also undertook to endeavour to move progressively 
towards a position in which it could give full effect to 
the provisions of the General Agreement. 

88. In November 1962 Yugoslavia provisionally 
acceded to the GATT, having in the intervening years 
made important changes in its foreign trade and foreign 
exchange systems. These included the introduction of a 
new provisional customs tariff and of a unitary 
exchange rate, the relaxation of restrictions on import 
and export trade, and the abolition of foreign trade 
monopolies (foreign trade now being conducted in 
fact by between 500 and 600 enterprises). Under the 
terms of its provisional accession, Yugoslavia under
takes to apply the GATT rules in relations with the 
contracting parties to the fullest extent consistent with 
its legislation at that date: mfn treatment in respect 
both of tariffs and of quantitative trade controls has 
been extended to Yugoslavia by the contracting 
parties. However, Yugoslavia's participation in tariff 
negotiations will depend upon the entry into force of 
its definitive customs tariff. 25 

4. THE PRACTICES OF THE DEVELOPING COUNTRIES 

The role of tariffs and of trade and payments controls 

89. All the developing countries apply (or intend 
to apply) customs tariffs, generally for both protective 
and revenue-raising purposes; but a large proportion 
of them also use other means-quantitative import 
control, production or export subsidies, payments 
restrictions, multiple exchange rates, or the operations 
of State trading enterprises-to offer selective protec
tion or stimulus to certain production for the home or 
export markets. Generally speaking, membership in 
GATT or the IMF has not, in practice, seriously 
limited the freedom of developing countries to use such 
trade and payments controls either as temporary sup
port for the balance of payments or as means of 
longer-term protection of domestic producers or of 
more deliberate planning of economic development 
in general and of external trade in particular. 26 

90. To accede to the GATT, the developing 
countries have, in general, had to pay only relatively 
low " entrance fees " in the form of tariff concessions; 
and Article XXVIII his, para. 3 (b), of the revised 
Agreement states that tariff " negotiations shall be 
conducted on a basis which affords adequate oppor
tunity to take into account the needs of less-developed 
countries for a more flexible use of tariff protection to 
assist their economic development and the special 

" Rates under the provisional tariff range up to 60 per cent 
ad valorem in the mfn column and to 84 per cent in the maximum 
column. 

"The practical significance of GATI membership for developing 
countries is also discussed in other papers before the Conference. 
Only the most general summary of the relevance of the GA TI rules 

/for the trade practices of developing countries is therefore attempted 
in this section. 

needs of these countries to maintain tariffs for revenue 
purposes". In practice they have also been able to use 
without much difficulty such devices as surcharges on 
" bound " tariffs or excise duties with virtually 
equivalent protective effect. However, a number of 
factors limit the practical value of tariffs as instru
ments of 'flexible protection or more far-reaching 
development planning, including their frequently 
unavoidable use in developing countries as means of 
raising revenue. Developing countries members of the 
GATT are obliged to justify any use of quantitative 
import controls by reference to the " balance-of
payments " or " development " escape clauses of the 
Agreement (Articles XII and XVIII), and in practice 
have relied mainly on the balance-of-payments 
clauses (Articles XII and XVIII B), which impose 
fewer conditions in the form of requirements to consult, 
to negotiate on individual measures, etc. (However, 
Ceylon and Cuba, for example, have invoked 
Article XVIII C). In general, it seems that the GATT 
obligations have not significantly limited their effective 
freedom to use quantitative trade controls as an 
instrument of economic development policy (see also 
below). 

91. However, the extent to which import licensing, 
or equivalent restrictions on payments, have been used 
as a deliberate means of giving selective protection to 
domestic producers, or in conjunction with attempts 
at more far-reaching development planning, has varied 
considerably from one developing country to another; 
and differences of practice appear little related to 
membership or non-membership of GATT. At one 
extreme, some developing countries have not attempted 
any such use of these controls-distributing import 
licences or payments authorizations on a first-come
first-served basis (or sometimes, in effect, selling them) 
at times when strains on the balance of payments have 
made effective import restrictions inevitable, at other 
times lifting controls completely or licensing freely in 
practice. At the other extreme, comprehensive import 
licensing systems are operated in accordance with 
deliberate policies of selective protection of domestic 
production and/or the priorities of economic develop
ment programmes. 

92. The degree of discrimination by commodity in 
the import control policy of the various countries 
applying restrictions has thus varied greatly. Those 
operating a continuing and purposive control normally 
establish annual quotas for particular products or 
groups of products (on a global or a regional basis), 
sometimes combined with complete prohibition of 
imports of particular products. The motivation for 
such prohibitions may vary-protection of domestic 
industry, elimination of imports of lowest priority in 
the light of foreign exchange scarcity, etc.27 Countries 

" Senegal, for example, prohibits the import of products covering 
the major part of the production range of domestic industry; 
Morocco, the import of petroleum derivatives in anticipation of 
commissioning a new local refinery; in Iraq, 66 items are prohibited; 
Jordan prohibits imports of, inter alia, cement, non-alcoholic drinks, 
cigarettes, refrigerators and washing machines; Laos does not 
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members of GATT may be required to" consult" on 
restrictions so intense as to cause " unnecessary 
damage to the commercial or economic interests of 
any other contracting party " (Article XII) but cases 
of the use of this provision-or any others-to press a 
developing country to relax its restrictions have been 
very few. 

93. Developing countries members of the GATT 
are also subject to the rules requiring non-discrimi
natory administration of quantitative import restric
tions in relation to sources of supply in other GATT 
member countries. It does not seem, however, that the 
periodic consultations required under the GATT rules 
have led to significant difficulties for developing 
member countries on this account. As indicated in 
section 2, para. 34, an IMF decision of 1959 goes some 
way towards formally recognizing that discrimination 
in order to make use of earnings of inconvertible 
currencies may be justifiable. 

94. Finally, as regards the various other means of 
influencing the composition of imports and exports
by commodity or market-it may be said that such 
measures as special surcharges, advance deposits 
against import licences or foreign exchange allocations 
and multiple exchange rates have all been used from 
time to time by different developing countries irrespec
tive of their membership or non-membership of GATT. 
However, the use of multiple exchange rates seems to 
have lessened in recent years, partly as a result of the 
IMF's disapproval of such practices. 

Foreign trade planning and State trading 

95. In those developing countries which are 
attempting to plan their economic development
overall or in strategic sectors-the planning of foreign 
trade is inevitably a part of the planning system. The 
problems of establishing criteria for import and export 
planning and control are similar in many respects to 
those arising in centrally-planned economies-for 
example the choice between export-promoting and 
import-saving development, the weight to be given to 
considerations of current and likely future relative 
costs, etc. In addition, problems arise of ensuring the 
best use of investment and trade opportunities 
currently available. Direct Government action may be 
required to ensure the preparation of development 
projects to absorb available external aid and to 
control the expenditure of available foreign exchange 
so as to ensure that the imports directly or indirectly 
linked with the project are available when needed; 
the realization of new export possibilities-for example 
to a country which itself applies controls over foreign 
trade or payments-may require action to ensure 

permit imports of coffee, soft drinks, ice cream; Nepal excludes 
imports of vegetables, vegetable oil, margarine, animal fat, beef and 
wireless transmitters; as a temporary measure Paraguay excludes 
imports of edible oils, rice, sugar, cigarettes, portland cement, 
hides and certain items of clothing; the United Arab Republic also 
prohibits the import of a fairly large number of commodities. Of the 
countries mentioned above, Senegal and the United Arab Republic 
are full or provisional members of GATT. 

compensating imports from that same country, etc. 
Again problems of balancing the costs and benefits of 
alternative policies may arise. 

96. More practical problems of the means of 
influence and control to be used also arise. Most 
measures which attempt to influence the commodity 
andfor geographical composition of imports and 
exports while leaving the actual conduct of trade in 
private hands have a number of practical disadvan
tages. The limited usefulness of tariffs has been 
mentioned. Import licensing and equivalent measures 
may also raise a number of problems. There may be 
difficulty in some countries in ensuring efficient 
administration in the light of the centrally-determined 
criteria of import control; restrictions may produce 
large scarcity profits for private importers unless 
counter-action (in the form, for example, of import 
duties or of charges for licences or foreign exchange 
authorizations) is taken by the authorities. Attempts 
to encourage exports to non-traditional markets, or to 
switch imports to sources of supply offering a new 
source of non-transferable export earnings, may 
encounter difficulties in the absence of established 
private trading links. These and other factors have 
led to a spread of State trading in some developing 
countries. 

97. The paper on "State trading in the countries 
of the ECAFE region " 28 submitted to the United 
Nations Conference on Trade and Development by the 
Secretariat of that Regional Commission, has listed 
the following main objectives of State trading in the 
ECAFE countries: 

(a) To ensure adequate and regular supplies at 
reasonable and stable prices of essential commodities 
to meet local demand; 

(b) To secure better prices for exports and 
imports through increased bargaining power; 

(c) To encourage production of essential agri
cultural and industrial commodities by means of 
price and other incentives; 

(d) To stabilize the domestic prices of specified 
products by controlling their production and 
marketing; 

(e) To explore export markets for products and 
to dispose of exportable surpluses of commodities; 

(f) To secure the advantages of bulk transac
tions; 

(g) To facilitate trade with centrally-planned 
economies; 

(h) To facilitate the import of goods financed 
under foreign aid programmes; 

(i) To facilitate the implementation of trade 
agreements and barter deals; 

U) To transfer trade from the control of non
nationals; 

(k) To raise revenues for the treasury; 

"Also published in Vol. VII. 
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(/) To facilitate sanitary and public health con
trols. 
Objectives in other regions are similar. As the 

ECAFE paper points out, most countries have con
tinued or instituted State trading in pursuit of more 
than one of these objectives; and in some countries 
political as well as economic motivations have been 
present. Increasingly, in some countries, several of the 
above objectives could be summarized more com
prehensively as " to facilitate the planning and control 
of foreign trade (by commodity and, where relevant, 
area) in accordance with the priorities of national 
economic development policies and plans". 

98. The nature of the State-trading enterprises in 
the developing countries varies considerably from 
country to country, and sometimes from sector to 
sector within any one country. They range from mono
polies operating on the basis of detailed government 
directives on such questions as pricing policy, to 
monopolies operating under general instructions to 
pursue profits or, alternatively, to work on a "break
even " basis, to State enterprises operating side by 
side with private enterprises in the same sector and 
with no, or limited, special privileges. In a number of 
countries State enterprises have been established 
particularly in order to trade with the State enterprises 
of the centrally-planned economies, in order both to 
facilitate trade in general terms and to acquire a greater 
bargaining strength than a multitude of, often inex
perienced, small traders are thought likely to wield. 29 

99. Many of the developing countries operating 
State-trading enterprises are members of the GATT 
and formally subject to the GATT rules on State 
trading. Cases of complaint about the operations of 
State enterprises in such countries have been few and 
it does not seem that their freedom of operation has 
been seriously circumscribed. In most cases the 
developing countries concerned have, in any case, 
been invoking the special GATT provisions covering 
countries in balance-of-payments difficulties andjor 
in process of economic development. 

100. Measurement of the quantitative importance 
of State trading in most of the developing countries is 
difficult; but some orders of magnitude can be estab
lished. Burma is introducing complete State trading 
from 1964 onwards; it had earlier reached about 30 to 
50 per cent of the total value for imports and 70 to 80 
per cent for exports. In India, State trading covers 
40 to 50 per cent of imports and a significant share of 
exports; in Ceylon 25 to 30 per cent, and in Pakistan 
30 to 50 per cent, of imports. In Indonesia the share in 
exports is about 45 per cent and in imports certainly 
substantial; in China (Taiwan) State enterprises are 
responsible for 60 to 70 per cent of exports. In Africa 
State trading is significant in the United Arab Republic, 
Mali and, until recently, in Guinea. In most other 
African countries, in most Latin American countries 

" For de~iled illustrations from the ECAFE region, see the paper 
referred to m paragraph 97, "State trading in the countries of the 
ECAFE region " (also published in Vol. VII). 

other than Cuba, and in Asian countries other than 
those mentioned, State trading tends to be restricted to 
a few specific commodities, but may, nevertheless 
account for a significant share of the total trade in som~ 
cases. In general, it is widespread in the field of 
exports of primary commodities; the organization of 
State importing has in many cases encountered 
difficulties. 

Regional groupings 

101. Several regional groupings of developing 
countries are in course of discussion or development. 
In Africa with 33 independent States and some 
20 colonial enclaves having a total population of 
260 million, the present political setting clearly calls 
for the creation of economic groupings, particularly 
if the very low level of per capita national income is 
also considered. 

102. In the late Fifties, economic integration in 
Africa took mainly the form of a continuation of the 
three customs unions inherited from colonial times 
respectively in West, Equatorial and East Africa. 
Subsequently, several groupings covering a wide 
geographical area and based mainly on political and 
linguistic affinities were established, notably the 
OAMCE (Organisation africaine et malgache de 
cooperation economique) grouping 12 French-speak
ing African countries and the so-called " Casablanca 
group " in which four North African countries parti
cipated together with Ghana, Guinea and Mali, the 
last three forming a smaller unit with more ambitious 
aims. 

103. All these groupings, as well as the somewhat 
looser Monrovia group in which the OAMCE plus 
eight other African countries participated, aimed at the 
creation of some kind of African common market or 
free trade area; but work in this direction remained 
at a preliminary stage except in the Casablanca group, 
members of which have presented to GATT their plan 
for a free trade area to be established over a period of 
five years. 

104. The African Heads of State Meeting in Addis 
Ababa in May 1963 established the Organization of 
African Unity (OA U), which in principle supersedes 
in the economic field (as well as in the political field) 
the activities of the groupings described above. 
Pending the establishment of the Economic Commis
sion of the OAU the heads of State appointed a 
preparatory economic committee to study inter alia 
problems relating to economic integration in Africa. 

I 05. The efforts of the Economic Commission for 
Africa in the field of economic integration were in the 
first period confined to general studies and to intense 
work in the field of customs administration. The 
secretariat of the Commission presented to the second 
session of the Standing Committee on Trade in 
Niamey in November 1963 a background paper on the 
establishment of an African common market, propos
ing inter alia the adoption of a convention which 



132 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

introduces standstill provisions for free trade in 
domestic agricultural produce in Africa. This free 
trade area would be gradually enlarged to cover 
manufactures, particularly those not yet produced in 
Africa. The meeting of the Standing Committee on 
Trade endorsed the outline of action suggested and 
requested the Executive Secretary of ECA to carry on 
the preparatory work for the establishment of an 
African common market. 

106. In Latin America the first moves towards 
economic integration were made by a group of Central 
American Governments in 1952. Since 1962, five 
countries-Costa Rica, El Salvador, Guatemala, Hon
duras and Nicaragua-have been effectively co
operating in the establishment of a common market, 
on which considerable progress among a slightly 
smaller group of these countries had been made in the 
intervening years. A review of progress up to the end 
of 1962 has been published in the Economic Bulletin 
for Latin America, Vol. VIII, No. l. Here it is necessary 
only to note the main features of these countries' 
integration plans. 

107. The Treaty and other instruments binding the 
five Governments call for free trade among the 
members in some products and set liberalization con
ditions and time-tables for some others, generally over 
a period up to 1965. Co-ordinated national production 
and supply policies are envisaged for many commo
dities, including a range of agricultural products, 
petroleum products and textiles. A full customs union 
is also envisaged, together with common policies on 
direct control of imports from outside the area. A 
co-ordinated transport and distribution system is 
planned, and a joint electric power system. 

108. National policies are to be co-ordinated in a 
number of other fields-ranging from tax incentives 
to commercial policies towards non-member coun
tries. Moreover, a very important element in the whole 
integration process is to be joint elaboration and 
implementation of an industrialized programme. 
Special market-sharing and other arrangements affect
ing both intra-trade and trade with non-members may 
be developed as part of this programme. The Central 
American Bank for Economic Integration should help 
to regulate the distribution of investment resources 
among the members and ensure priority for agreed 
projects. 

109. Thus the Central American scheme provides 
for a far-reaching integration of the member-countries' 
economies, comparable in scope with that of the EEC 
but with a relatively much greater emphasis on jointly 
planned economic development and trade than on the 
removal of barriers to mobility of goods, services and 
production factors within the area. The differences 
largely reflect the different stages of economic develop
ment of the two areas. 

110. The Latin American Free Trade Association 
(LAFTA) came into force on I June 1961 with the 
following member States: Argentina, Brazil, Chile, 

Mexico, Paraguay, Peru, and Uruguay, later joined by 
Colombia and Ecuador. Through annual negotiations, 
nationa1lists are to be established-specifying for each 
country the commodities on which it would grant 
reductions in duties on imports from the other member 
countries. Further, a Common List is to be drawn up, 
gradually including, over the twelve-year period fore
seen, practically all trade among the participants and 
specifying the products on which the countries agree 
to eliminate duties on intra-trade. The association, as 
developed so far, leaves a number of important 
decisions for future negotiation, including the precise 
nature of provisions for the co-ordination of agricul
tural development and policies on trade in agricultural 
commodities policies. General provision is made for 
future co-ordination of industrial development policies. 

111. As in the case of the EEC and EFT A, regular 
reports on progress towards the formation of the 
Central American Common Market and the LAFT A 
are made to the GATT contracting parties. Moves 
towards economic integration in Mrica have likewise 
been brought to the notice of the contracting parties. 

112. It has been generally recognized that the 
formation of economic groupings by developing coun
tries is more difficult to reconcile with the formal rules 
of GATT noted in section 2, para. 27, than are similar 
groupings by developed countries. Significant depar
tures from GATT rules have therefore been introduced 
in the mechanism of economic integration among 
developing countries. The practical reasons for such 
departures are all connected with the desire of devel
oping countries to establish larger markets for the 
purpose of creating new industries rather than to 
intensify competition between existing industries. Such 
an attitude calls for the retention of a certain degree of 
protection for established industries, at least in some of 
the member countries of a grouping. This runs against 
the rule that arrangements should cover " substantially 
all the trade ., andfor provide for the complete elimina
tion of tariffs on trade among members. Moreover, the 
promotion of new industries will in general call for 
tariff increases on products not manufactured hitherto 
in the area or in some of the member countries. These 
increases are not likely to be offset by reductions in 
duties protecting established industries. It follows that 
the groupings will not be in a position to conform to 
the rule concerning the avoidance of any increase in 
protection against third countries. 

113. Finally, the attitude of most Governments of 
developing countries towards the question of rules and 
practices of international trade appropriate for coun
tries at relatively early stages of economic development 
can be summarized as the view that practices in this 
field should be judged essentially against the basic 
principle that the overriding priority is the stimulation 
of economic development. Practices that promote this 
objective-and particularly those which promote it 
without damaging the development prospects of other 
similar countries-must be judged acceptable. 
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5. PROBLEMS ARISING IN TRADE RELATIONS BETWEEN 
CENTRALLY-PLANNED AND DEVELOPED MARKET ECo
NOMIES AND POSSIBLE MEANS FOR IMPROVEMENT OF 
TRADING CONDITIONS 

The major problems 

114. In the discussions of international trading 
policies and practices during recent years in those 
international organizations including Governments of 
both centrally-planned and market economies as 
members it has been clear that disagreements on what 
constitute mutually acceptable principles, rules and 
practices have arisen under two main headings: 

(a) The meaning and application of the most
favoured-nation principle, or " non-discriminatory 
treatment", under the two different trading systems, 
and 

(b) The balancing of conditions and degrees of 
access by trade partners of one economic system to 
the markets of the other. 
In neither case do difficulties arise only-or even 

mainly-on questions of concept and principle. The 
discussions have also raised questions of the practices 
that can be accepted as constituting mutually satis
factory application of agreed principles in trade be
tween the two groups of countries and of means of 
ensuring, or demonstrating, that agreed principles are 
in fact being applied. 

115. The differences of opinion between the 
Governments of the centrally-planned economies and 
the developed market economies on what constitute 
satisfactory rules and practices in international trade 
have not prevented the actual trade between the two 
groups from rising rapidly during the past decade, as 
is shown in Annex 2 to this paper. However, there has 
recently been general agreement that attempts to 
remove some of the institutional and other obstacles 
to a still more satisfactory trade expansion offer the 
prospect of benefits well worth the efforts involved. 

116. The main United Nations forum for dis
cussion of East-West trade problems has so far been 
the Economic Commission for Europe. The latest 
stage reached in that Commission in the continuing 
process of elucidating, and trying to find satisfactory 
solutions for, problems at present inhibiting an optimal 
rate and pattern of trade expansion is represented by 
the report of an Ad Hoc Group of Experts set up by 
the Economic Commission for Europe which has been 
submitted to the United Nations Conference on Trade 
and Development as an annex to document E/CONF. 
46/PC.47. The present paper will thus not recapitulate 
the contents of the experts' report. However, it is 
intended to suggest-in line with the consensus among 
the experts on a number of points quoted in para
graph 131 below-that, in continuing the discussion of 
ways of removing obstacles to a more satisfactory 
trade expansion, a search for a precise and legalistic 
balancing of rights and obligations under each separate 
heading in paragraph 114 above is likely to be less 
rewarding, if only because of difficulties in translating 

concepts into practically comparable practices in the 
two types of economy, than attempts to assure by other 
means an " effective reciprocity " over the whole 
field. 

117. Some suggestions on the possible lines on 
which the approach of the experts to "effective 
reciprocity " of trading opportunities and obligations 
and to the assurance of mutually beneficial expansion 
of trade between the countries of the two economic 
systems, might be extended in the future are put 
forward in paragraphs 133 et seq., below. However, it 
may be a useful preliminary to these suggestions to 
review the general tenor of the main arguments put 
forward by the Governments of the centrally-planned 
economies, on the one hand, and by those of the market 
economies, on the other. 

The position of the centrally-planned economies 

118. The Governments of the centrally-planned 
economies attach major importance to unconditional 
most-favoured-nation treatment in respect of both 
tariffs and quantitative trade controls as " a basic 
element in international trade relations ".30 They state 
that, to the extent that they have introduced and/or 
effectively apply two-column tariffs, this has been 
mainly a defensive response to the application of such 
tariffs by certain market economies. Outside the tariff 
field, they state that their trading policies and the 
practices of their foreign trade enterprises are non
discriminatory: the planning of imports does not 
discriminate among foreign suppliers; quotas and 
quantitative indicators in bilateral trade agreements do 
not mean that imports under these agreements are 
made irrespective of price and other conditions or on 
other than competitive terms; the foreign trade enter
prises are autonomous bodies obliged to operate on 
the basis of commercial considerations and are 
prepared to negotiate contracts (including long-term 
contracts) with the enterprises of all countries on 
similar terms. They also state that their co-operation in 
planning production and intra-trade within the Council 
for Mutual Economic Assistance does not involve 
sacrifice of opportunities for a beneficial wider inter
national division of labour or discrimination against 
non-member countries. 31 

" See "E/CONF.46/PC.47 ", Annex., para. 18. Where reference 
is made to this Report in support of what the secr~tariat believe to 
be a fair summary of the views of the Governments conc~rned, it is 
necessary to bear in mind that the Report has not been formally 
accepted by the ECE Governments. However, the ECE Committee 
on the Development of Trade, composed of Government repre
sentatives, approved the transmission of the Report to the United 
Nations Conference on Trade and Development. 

" Ibid. On several of the points in this paragraph see Annex., 
paras. 10 and 21, and "Information on economic co-operation 
between the countries of the Council for Mutual Economic Assist
ance " (published in Vol. VII of this series). It may also be noted that, 
in connexion with the difficulties alleged by the Governments of 
developed market economies in determining whether in fact the 
trade of the centrally-planned economies is planned and conducted 
on the ba.>is of mfn principles and normal commercial considerations 
(see para. 127 below), the Governments of the centrally-planned 
economies point out, first, that the criteria governing some of t.he 
policies affecting the development of trade of the market economies 
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119. With regard to the access of external suppliers 
to the domestic market in the centrally-planned 
economies, the Governments of these countries state 
that the level and commodity composition of their 
foreign trade is planned as part of the national 
economic plan. When drawing up its national foreign 
trade plan, each planning authority takes into account 
calculations of relative costs as well as other con
siderations. In the case of the import plan, these other 
considerations are stated to include, for example, the 
relative essentiality of different goods to the national 
economy and the foreign exchange resources expected 
to be available; in planning exports, the cost of 
production in relation to world market prices is stated 
to be a major factor influencing decisions on whether 
or not to produce a particular commodity for export. 
The Governments of the centrally-planned economies 
point out that, whereas relative costs are among the 
influences determining foreign trade plans, the planning 
of the level and commodity composition of imports 
and exports is virtually unaffected by their national 
tariff levels or internal tax and price policies. Prices 
in the domestic market are fixed in the light of national 
criteria for planning and managing the economy, and 
imported goods are priced at the same prices as 
domestically-produced goods of the same quality (or, 
in the case of goods not domestically produced, in 
relation to the prices of substitutable products): thus 
domestic price and taxation systems do not limit 
demand for imports in relation to demand for similar 
home-produced goods; tariffs (two-column tariffs) are 
significant mainly as a means of influencing the 
foreign trade corporation's choice among potential 
external suppliers, but not as an influence on the 
distribution of national demand for a product between 
domestic output and imports. 32 

120. Exports are sold on external markets by the 
exporting enterprises of the centrally-planned econo
mies at the market price, irrespective of the price at 
which they are sold on the domestic market, though, 
as mentioned in the preceding paragraph, considera
tion of domestic production costs in relation to world 
prices is stated to influence the commodity composition 
of the export plan. In connexion with questions of 
export pricing policy and possibilities of market 
disruption, the Governments of the centrally-planned 
economies state that their export pricing policy is based 
on world market prices and that they have no interest 
in selling below world market prices or below cost; 
moreover, "the foreign trade enterprises seek to 
maximize the profitability of their operations and 
therefore to avoid disruption of world market 
prices ". 33 

are also unclear and, secondly, that the State agencies of the centrally· 
planned economies undertake many operations that are the 
responsibilities of private enterprises in the market economies--over 
whose practices the respective Governments exercise little or no 
control-and that large private enterprises may conduct trade in a 
manner contravening the stated principles of their Governments. 

••" E/CONF.46/PC.49 ",Annex, paras. 10 and 13. 
"Ibid., paras. 13 and 15. 

121. The major obstacle in the trade policy field to 
an optimum rate and pattern of expansion of trade 
between the developed market economies and the 
centrally-planned economies is, in the view of the 
Governments of the latter countries, the denial to them 
of most-favoured-nation treatment in the tariff field by 
the Governments of some of the former countries, and 
of mfn treatment in the administration of quantitative 
import controls by most of them. The question of 
" strategic " controls and prohibitions on exports from 
market economies to centrally-planned economies is 
also regarded by the latter as a major hindrance to 
mutually advantageous expansion of trade. They 
point out that not only are some trade flows directly 
restricted but also the authorities in the centrally
planned economies are inhibited by the danger of an 
extension of the scope of such restrictions, from 
planning a greater dependence on imports of some 
commodities while potential exporters of such products 
in the market economies are similarly discouraged 
from efforts to seek new or expanded markets in the 
centrally-planned economies. 3" 

122. The Governments of the centrally-planned 
economies regard as unjustifiable, and in some cases 
contrary to provisions of bilateral agreements or 
commercial treaties (and in the case of Czechoslovakia 
to rights under the GATT), the discriminatory 
application of quantitative import controls by many 
developed market economies. 35 They also consider 
that a number of western European countries which 
had undertaken to apply mfn tariff treatment to them 
under bilateral agreements are now violating these 
undertakings in connexion with their membership of 
the EEC and EFTA. They argue, first, that their mfn 
rights under commercial treaties should not be 
modified by the unilateral decision of the other party 
and, secondly, that neither grouping has all the 
qualities of a customs union which could be accorded 
modification of mfn obligations by general agreement. 
They also state that the common commercial policy to 
be adopted by the EEC member countries towards 
third countries contains elements of discrimination 
against the centrally-planned economies specifically. 

123. The experts from the centrally-planned econo
mies members of the ECE Ad Hoc Group mentioned 
in paragraph 116 above expressed the opinion that the 
" most appropriate way " of achieving the aims, 
accepted by the Group as a whole, of " effective 
reciprocity in trade and trade obligations " and a 
mutually satisfactory rate and pattern of expansion of 
trade between the two groups of economies, " would 
be the mutual application of most-favoured-nation 
treatment, the removal of discriminatory obstacles to 
trade, the conclusion of long-term trade agreements 
and a more flexible payments system ".36 

.. It is, however, beyond the scope of this paper to discuss measures 
to Jessen these last-mentioned obstacles to trade, which have an 
essentially political-rather than economic-motivation. 

*'" E/CONF.46/PC.47 ",Annex, paras. 21 and 22. 
•• Ibid., paras. 24 and 25. 
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The position of the developed market economies 

124. It is in some respects more difficult to give a 
brief general picture of the position of the Govern~ 
ments of the developed market economies in the past 
discussions of problems arising in trading relations 
between their countries and the centrally-planned 
economies than it is to summarize the position of the 
Governments of the latter countries. The practices of 
the Governments of the market economies in respect 
of the application of both tariffs and quantitative 
controls to imports from the centrally-planned econo
mies vary significantly. The relative importance 
attached to various aspects of the trade policy and 
practices of the centrally-planned economies, as 
factors determining their own policies towards this 
trade, also varies from one to another. The points 
made in the following paragraphs of this sub-section 
are all subject to this qualification. 

125. The Governments of the developed market 
economies point out that, among themselves, obliga
tions to grant most-favoured-nation treatment (in 
respect of both tariffs and quantitative trade controls) 
are linked, under the GATT, with mutual obligations 
extending to " virtually the full range of governmental 
action which may affect competition between domestic 
production and imports ", and that "where tariff 
protection is low and there are no other restrictions on 
imports, most-favoured-nation treatment gives foreign 
producers an opportunity to compete on favourable 
terms not only with other foreign producers but also 
with domestic producers ".37 Their attitudes towards 
the mfn issue in trade with centrally-planned economies 
may usefully be stated separately as regards (a) the 
modifications of the mfn principle implicit in the 
EEC and EFTA arrangements and (b) the additional 
discrimination practised by many of them against the 
centrally-planned economies, at least in the administra
tion of some quantitative import controls. 

126. In relation to the EEC and EFTA arrange
ments, the member Governments, and some others, 
state that customary international law, multilateral 
conventional law (in particular the GATT) and many 
existing bilateral agreements recognize the right to 
exceptions from mfn obligations of customs unions 
and free trade areas, and that any such exceptions must 
logically also be conceded to countries in process of 
establishing customs unions or free trade areas. They 
consider that the natures of the EEC and EFTA are 
such that the member countries can rightfully claim 
that their consequential modification of their mfn 
obligations to non-members of these groupings is 
justified.38 They point out that in the tariff field most 
of them in fact grant mfn treatment, modified by the 
EEC and EFTA arrangements and those of the older 
preferential systems, to the centrally-planned econo
mies. 

" Ibid., para. 17. 
" Ibid., para. 22. 

127. In discussion of the possibility of" balancing" 
mutual mfn obligations with the centrally-planned 
economies, Governments of developed market econo
mies make the further point that " it is difficult to 
define in practical terms and to verify the meaningful 
application in planned economies of most-favoured
nation undertakings ", and that " certain provisions of 
bilateral trade and payments agreements may lead 
to practices difficult to reconcile with the most
favoured-nation principle ".39 More generally, they 
have pointed to difficulties in precisely identifying
still more in comparing in meaningful terms with those 
of other countries-either the criteria determining 
governmental trading policies and plans in the 
centrally-planned economies or the actual trading 
practices of the latter countries' State trading enter
prises. 40 The Governments of the market economies 
have tended to justify their use of quantitative control 
of imports from centrally-planned economies, and 
any incidental discrimination against them, by refer
ence to the need for, first, means of bargaining for a 
degree of access to the markets of the centrally-planned 
economies which is in practice equal to that of other 
exporters, secondly, a means of bargaining for a 
satisfactory commodity pattern of trade and, thirdly, 
a means of protection of the interests of " traditional 
suppliers " in their markets and, in general, of pro
tection against the danger of " market disruption " as 
a consequence of the export plans of the centrally
planned economies andfor the practices of their 
exporting enterprises. However, many of the Govern
ments of the market economies state that discrimina
tory application of quantitative import controls in 
practice frequently covers only a relatively small part 
of the total trade: in some countries a wide range of 
products are on open general licence or otherwise free 
from effective restriction irrespective of their source; 
even where licensing control is in operation it is not 
necessarily discriminatory in practice even if no under
taking guaranteeing non-discrimination has been 
given. 

128. It was noted, in section 2, that some of the 
developed market economies also restrict the freedom 
oftransferability of their currencies earned by centrally
planned economies to a greater extent than they 
restrict transferability of earnings by some other 
countries. This practice also tends to be justified on 
grounds similar to those advanced for employing 
direct trade controls-the need for a means of ensuring 
a " fair " level, commodity composition, and balance 
of trade. 

129. Thus, the Governments of the centrally
planned economies tend to see as the main obstacle 
to a more mutually advantageous expansion of trade 
between their countries and the developed market 
economies the withholding from them-in their view 
unjustifiably-of unmodified mfn treatment in respect 
of both tariffs and quantitative trade controls by the 

" Ibid., para. 21. 
•• But see also footnote 32 to para. ll9 above. 
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Governments of the market economies. On the other 
hand, the latter Governments insist on the legitimacy 
of the preferential arrangements of the EFC and 
EFTA: they further modify mfn treatment, particularly 
in the field of quantitative controls for a number of 
reasons. These reasons include doubts about whether 
they and the Governments and foreign trade enter
prises of the centrally-planned economies really give 
comparable interpretation in practice to such con
cepts as " mfn treatment " and " non-discrimination "; 
doubts, partly related to the last, whether they can be 
sure of a satisfactory level and pattern of trade with the 
centrally-planned economies without the use of the 
means of bargaining for access to those markets 
provided by quantitative import controls and foreign 
exchange restrictions; fears of the possibility of 
occasional " market disruption " in their own econo
mies if all such controls are dismantled. 

The ECE Ad Hoc Group of Experts 

130. As was mentioned in paragraph 116, the 
discussion of East-West trade problems in United 
Nations forums now has a fairly long history. During 
these discussions, many detailed points additional to 
those reviewed above have been raised on both sides
including such questions as the terms and availability 
of commercial credit, protection of industrial property 
rights, the merits of long-term trade agreements, the 
conditions under which traders or trade representatives 
from countries of one system can visit countries of the 
other, etc. However, in the most recent of the series of 
ECE meetings devoted to attempts to elucidate and 
find solutions for East-West trade problems, the Ad 
Hoc Group of Experts mentioned in paragraph 116 
decided to concentrate on a set of topics broadly 
constituting the main framework of trade policy and 
practice: 

(i) The role of customs tariffs in the trade of 
member countries with different economic systems, 
and the bearing of pricing and taxation policies on 
external trade; 

(ii) The most-favoured-nation principle and non
discriminatory treatment as applied under different 
economic systems, and problems concerning the 
effective reciprocity of obligations under the different 
systems; 

(iii) The possibility of establishing multilateral
ization of trade and payments. 
If agreement under these headings could be reached, 

many, if not all, other issues should then become more 
readily amenable to solution on the basis of an 
extended application of such agreement.41 

131. The ECE Group of Experts in fact reached 
a consensus in general terms on several points in their 
selected field which might form the basis for an 

" It is, of course, equally true that further progress on some 
subsidiary issues could doubtless be made without waiting for 
agreement on the major problems of trade policy and practice; but, 
almost by definition, this alone could hardly make a fundamental 
contribution to the improvement of East-West trading conditions. 

approach towards effective reciprocity of trading 
opportunities and obligations and mutually advan
tageous expansion of trade: 42 

(i) " On the basis of the discussions on this 
question held by the experts, there appeared to be a 
general consensus that in negotiations between 
countries with different economic systems aimed at 
trade expansion it was necessary to take into 
account not only tariffs and the discrimination which 
might exist in this regard but also other forms of 
State policy determining access to markets and to 
seek to attain equality of treatment on the basis of 
undertakings which would have mutually advan
tageous and equivalent trade effects in both types of 
economy." (Para. 12.) 

(ii) •• There was a general consensus among the 
experts that export price policies, while permitting 
fair competition, should not cause injury to the 
interests of other countries.'' (Para. 15.) 

(iii) "There was a general consensus that detailed 
discussions on the theoretical concept of the most
favoured-nation clause and its application in trade 
between countries of different economic systems 
would be less profitable at present than a realistic 
and practical approach to the subject. It was agreed 
that the general objective should be to achieve an 
equitable and mutually advantageous balance and 
increased trade on the basis of the principle of the 
most-favoured-nation concept. To this end it would 
be useful to work out a quid pro quo technique for 
negotiating multilaterally meaningful and balanced 
concessions on the basis of effective reciprocity 
under different economic systems. 43 The experts 
agreed that at a future date a review should take 
place jointly of practical problems involved in the 
application of the most-favoured-nation principle; 
such a review should concentrate on the main 
obstacles to trade expansion and on establishing a 
basis for negotiations to remove trade obstacles to 
the maximum extent possible under prevailing 
conditions." (Para. 23.) 

(iv) •• The Ad Hoc Group also examined the 
problem of effective reciprocity in trade and trade 
obligations of countries with different systems. 
Although the experts understood and interpreted 
this concept somewhat differently-in the opinion of 
the experts of countries with planned economies this 
concept signifies trade conducted on the basis of 
mutual advantage and equality while in the opinion 
of the experts of countries with market economies 
this also signifies the practical equivalence of 
advantages and obligations received and granted
they agreed on the following: 

'(a) The aim should be to achieve effective 
reciprocity/mutual advantage by means of a realistic 
and practical approach to this problem both in 

•• Paragraph references under (i) to (v) below are to the Annex 
to "E/CONF.46/PC.47 ". 

"The expert from the USSR has informed the secretariat that, io 
his opinion, this sentence was not adopted. 
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inter-governmental negotiations and in joint dis
~ussions within the frameworK of the ECE and/or 
other appropriate bodies; 

'(b) Effective reciprocity/mutual advantage should 
be measured in terms of concrete and comparable 
results, i.e., the increase in the volume and com
position of trade between countries with different 
systems which would satisfy the trading partners and 
would serve as a basis for its further development on 
a long-term and balanced basis; 

'(c) The acceptance of mutual obligations with res
pect to the application of the most-favoured-nation 
treatment, non-discrimination in customs tariffs, 
quantitative restrictions, licensing, etc., will not, 
however important in themselves, necessarily lead 
to the desired development of trade. In this con
nexion it appears useful that these obligations, 
whenever possible and appropriate, be accompanied 
by concrete mutual commitments of the trading 
partners intended to result in the maximum increase 
of the volume and in the widening of the composition 
of imports (combined with a corresponding increase 
in exports). In endeavouring to achieve trade 
expansion it is necessary to give due consideration 
to the need for a fair degree of continuity and 
stability in the pattern and composition of trade.'" 
(Para. 24.) 

(v) "The experts agreed that a more continuous 
and detailed exchange of information, with due 
regard to security and commercial interest con
siderations, about the criteria and methods used for 
national and regional planning affecting foreign 
trade, and about foreign trade and market policies 
and practices, could substantially facilitate com
mercial relations between countries with different 
economic systems." (Para. 26.) 

132. The experts thus drew attention to a number 
of points on which further study of the practical 
implications of their agreement in principle will be 
required, as well as stressing, in (v) above, the general 
value of information both on the criteria of planning 
and policy determination and on trading practices as a 
means of facilitating trade relations. The purpose of 
the remainder of this section is, first, to indicate 
certain facts or considerations which might usefully 
be taken into account in any further discussions 
intended to review " practical problems involved in the 
application of the most-favoured-nation principle " 
[para. 131 (iii)] and to establish a practical basis for 
mutually satisfactory conditions of access to markets 
[para. 131 (i)] and "effective reciprocity" of trading 
opportunities and obligations [para. 131 (iv)], including 
solution of the export-pricing issue [Para. 131 (ii)]. 
Secondly, certain suggestions are made about the lines 
on which the attempt to seek a comprehensive solution 
for the main problems indicated in earlier paragraphs 
of this section might be further pursued. These 
suggestions are based on the assumption that the view 
of the experts is generally accepted, not only that 
"effective reciprocity" of trading rights and obligations 

is the desired end, but also that this should be achieved 
on a basis conducive to continuing expansion and 
widening composition of actual trade flows. 

Most-favoured-nation, or non-discriminatory, treatment 

133. In the field of" practical problems involved in 
the application of the most-favoured-nation prin
ciple ", the facts of the present situation are clear so 
far as tariff discrimination is concerned. Mutual mfn 
treatment, subject to the EEC, EFTA, and older 
preferential tariff arrangements, is normal-though 
not quite universal-practice; the exceptions are 
readily identifiable. Outside this field, the factual 
position is not always so easy to establish. Few of the 
developed market economies consistently give to 
the centrally-planned economies mfn treatment in 
the administration of quantitative control of imports, 
though the extent of effective discrimination at any 
time is almost impossible to assess. Some of the market 
economies do not grant unrestricted transferability of 
their currencies to the centrally-planned economies 
though, again, the degree of effective discrimination in 
this field is not always easy to assess. The Governments 
of the centrally-planned economies state that their 
foreign trade is planned, and their State-trading 
enterprises operate, on a non-discriminatory basis; 
but the Governments of the market economies feel 
doubts about whether both parties to the discussion are 
giving the same interpretation to this phrase. The 
answer seems to depend partly on the criteria governing 
the break-down of import and export plans by area or 
by country in the centrally-planned economies as well 
as on the practices of their State-trading enterprises in 
carrying out these import and export plans. 

134. In any further international discussions of 
possible solutions to this problem, further information 
from the developed market economies on the operation 
of their import licensing systems (whether licences for 
restricted imports are issued on a "first come, first 
served " basis, by reference to the origin of imports in 
some past period, or according to some other criteria) 
might help to elucidate the practical issues. Similarly, 
more information on the extent of effective restriction 
of currency transferability could also be helpful. In 
attempting to set out, in paragraphs 135 to 139 below, 
some considerations which might be borne in mind in 
further discussion of the actual practices of the 
centrally-planned economies, it has seemed practically 
useful to distinguish two elements in the main question: 
first, whether the practices of the centrally-planned 
economies involve any "discrimination" (on any 
reasonable definition) among developed market econo
mies and, secondly, whether they involve any " dis
crimination " between other CMEA countries as a 
group and the rest of the world.44 

135. In trading with the developed market econo
mies, it is clear that the trading enterprises of the 

" In discussions so far, the question of discrimination by the 
centrally-planned economies between developed market economies 
and developing countries does not seem to have been an issue and it 
will not be referred to again in the present section of this paper. 
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centrally-planned economies are not given by their 
superior authorities-and in present conditions hardly 
can be given-complete freedom to choose their 
sources of supply of imports within the former group, 
or their markets for exports, solely on the basis of 
considerations of price, quality, conditions of delivery 
and pursuit of maximum profit. But if some differentia
tion among markets in this group of countries is 
regarded as being in a sense " discriminatory ", it 
must be recognized that such " discrimination " is to 
some extent forced upon the planned economies by the 
practices of the developed market economies them
selves. 

136. The authorities of any centrally-planned 
economy trying to plan the most economically advan
tageous pattern of foreign trade with the latter group 
of countries have to take into account the facts, first, 
that some of the latter currencies are freely transferable 
and others are not and, secondly, that the ease of 
access to different export markets varies. Thus, if a 
particular market economy allows free transferability 
of its currency, but nevertheless applies some controls 
on imports from a given centrally-planned economy 
and itself tends to aim at some desired bilateral balance 
of trade or payments when negotiating trade agreement 
quotas, the authorities of the centrally-planned econo
my are bound to take this into account when handing 
down plans to their trading enterprises. In several of 
the centrally-planned economies, at least, the practice 
is to break down the commodity import and export 
plans by groups of partner countries on a basis which 
takes account mainly of the effective " hardness " or 
" softness " of the currencies concerned to the planned 
economy. During each plan period, the trading 
enterprises are then instructed to conduct their trade 
within each group on broad commercial principles; 
and, as mentioned in section 3, they have an incentive 
to maximize their profits, though an enterprise's 
calculation of" profit" may sometimes be influenced 
by the application of a special accounting exchange 
rate or equivalent premia to a particular currency or 
currencies. Moreover, enterprises may at times be 
given special instructions intended to adjust the 
balance andjor commodity pattern of trade with a 
particular country if either seems to be diverging from 
that foreseen in the trade agreement in such a way as 
to threaten later difficulties in paying for imports of 
high priority, in securing favourable quotas for exports 
in the next round of trade negotiations, or in other 
ways. 

137. If each of the developed market economies 
were to remove all effective limits on the transferability 
of its currencies earned by the centrally-planned 
economies-which would require not merely formal 
transferability but also a renunciation of the use of 
import controls to restrict such earnings or to bargain 
for discriminatorily favourable treatment of its exports 
by the centrally-planned economy-most of the 
incentive for the latter to set up separate import or 
export plans for particular groups of developed market 

economies, or otherwise to differentiate among them, 
would be removed. It may reasonably be supposed 
that the obvious interest in obtaining the best terms of 
trade possible would then be sufficient in most cases to 
ensure non-discrimination in fact. 

138. The question whether (and, if so, to what 
extent) the centrally-planned economies discriminate 
in their foreign trade planning in favour of intra
CMEA trade-beyond the " induced " discrimination 
resulting from the discriminatory practices of the 
market economies-seems also to have been somewhat 
confused by implicit differences ofinterpretation of the 
word •• discrimination " by the protagonists on the side 
of the market and of the planned economies, res
pectively. The integration of the EEC economies to be 
brought about by EEC common commercial policies 
combined with the abolition of barriers to trade and to 
factor mobility within the EEC area (and by co
ordinated" management" of the development of some 
sectors of activity such as agriculture) is intended to be 
achieved in the CMEA area by co-ordinated planning 
of the investment, production and intra-trade of the 
member countries. Clearly, the process of economic 
integration, under the auspices of the CMEA, through 
confrontation and agreed adjustment of national 
output and foreign trade plans for individual commo
dities (described in another paper before the Con
ference) 45 and the translation of the resulting recom
mendations into long-term bilateral trade agreements 
and contracts, can result in the commitment of a part 
of the potential total trade in such products to intra
trade for some years to come, and thus in the diversion 
of trade from the pattern which it would have shown 
in the absence of such activity. There are obvious 
economic advantages for a planned economy in long
term certainty of sources of imports and of export 
markets, and of the terms of trade, and such ar
rangements can hardly be assumed necessarily to be 
" discriminatory " in themselves. However, the 
question of the relative weights given to the criteria 
applied in reaching agreed CMEA recommendations 
on output and intra-trade (mentioned in paras. 78 
and 79) is of considerable significance to non
member countries, though it would probably be 
impossible to gain a clear indication in any particular 
case of whether-and, if so, to what extent
CMEA activities particularly favour the growth of 
intra-trade. The practical difficulties, arising from the 
techniques of economic planning and management in 
the member countries and the nature of their internal 
costing and pricing systems, are too formidable. 

139. In any resumed discussion of the "practical 
problems " of assuring effective mfn treatment, such 
as is proposed by the ECE Ad Hoc Group of Experts, 
it might well be felt, in the light of the preceding para
graphs, that any attempt to establish a precise and 
legalistic equivalence of rights and obligations would 

" " Implications for trade and development of developing coun
tries of economic groupings of developed countries and/or preferen
tial trading arrangements ", Chapter II, section 4 (also published in 
this volume). 



TRADE PROBLEMS BETWEEN DIFFERENT ECONOMIC AND SOCIAL SYSTEMS 139 

encounter institutional obstacles which would make 
the attempt less rewarding than would be a more 
pragmatic search for "effective reciprocity". A 
preliminary agreement to this effect might well also 
include an agreement to leave aside, for the time being, 
any question of the right in principle of the EEC 
countries to pursue the economic integration of their 
economies by their chosen means-removal of barriers 
to intra-trade and factor mobility, joint management 
of some sectors of activity such as agriculture, the 
pursuit of common policies in trade with the outside 
world, etc., and of the corresponding right of the CMEA 
countries to pursue economic integration by means of 
co-ordinated planning of investment, output and intra
trade sector by sector (and with de facto acceptance 
also of the limited free trade area of the EFTA). This 
would, of course, not preclude the possibility of 
negotiation on the level of the EEC common tariff 
on items of special interest to the CMEA countries or 
indeed on other matters in which the practical issues, 
and implications of changes in practice, are readily 
identifiable. 46 

140. It has been indicated in paragraphs 135 to 137 
above that it is within the power of the developed 
market economies to remove most of the economic 
incentive for the centrally-planned economies to 
differentiate among them in their import and export 
trade. It might be useful to examine whether, in the 
context of progress in the market economies towards 
elimination of controls over trade and over currency 
transferability which discriminate against the centrally
planned economies, the Governments of each of the 
planned economies (or the CMEA countries as a 
group) would be prepared to establish, and publish, 
global import programmes (in total and with some 
specification by commodity group) covering such of 
the market economies as were prepared to join in such 
a programme, and to ensure that their foreign trade 
enterprises were given complete freedom to determine 
the country...(Jistribution of their purchases and sales, 
on the basis of purely commercial considerations, 
within the group of market economies covered by each 
such "global quota". It might be possible for the 
Governments of centrally-planned economies also to 
provide rather more specific evidence (subject to 
security and commercial-interest considerations) than 
they have provided in the past of the degree of freedom 
given to their foreign trade enterprises to operate on a 
purely commercial, profit-maximization basis.47 Such 

" The experts from market economies, members of the ECE Ad 
Hoc Group of Experts, noted with interest a proposal by the experts 
from planned economies for negotiations on the customs tariffs of 
the EEC and EFT A countries and the French expert noted that such 
negotiation with the EEC countries would have to take account 
of the " transfer of competence (in this field) from the national level 
to the community level." (Ibid., para. 22.) 

" This might include, for example, indicating the extent of, and 
the criteria governing, the differentiation by area of the commodity 
import and export plans handed down to their foreign trade enter
prises, and also any special factors influencing the calculations of 
the profitability of trade with particular countries for the enterprises 
-such as the existence of any special premia modifying the signifi· 
cance of the official exchange rate for individual currencies in enter
prise accounting. 

action could go far towards removing existing doubts 
whether such terms as "non-discrimination" are given 
similar interpretation in practice in both types of 
economy. 

Access by trade partners of one type of economic system 
to the markets of the other 

141. As has been indicated above, the question of 
the rights and obligations of importing and exporting 
countries with regard to access to markets on a basis 
that will promote trade expansion has become closely 
linked with that of mfn treatment and non-discrimina
tion. The two questions are indeed linked by the 
ECE Ad Hoc Group of Experts in their statement of 
opinion quoted in paragraph 131 (i) and (iv) (c) 
above. However, under this heading also, certain 
specific problems may require further clarification and 
some progress towards their individual solution may 
be possible. 

142. The extent of protection of domestic pro
ducers, and of the limitation of demand for particular 
products, by Government action in the developed 
market economies is normally fairly clearly indicated 
by published customs tariffs and excise duties, import 
licensing arrangements, subsidies and price-or in
come-support schemes, etc. Domestic industries may 
in some cases be in a position to supplement such 
measures by means of private restrictive practices, such 
as market-sharing arrangements, re-sale price main
tenance, organized closing of outlets for particular 
imported products (or imports from particular 
sources), etc., though a number of Governments take 
action-with varying degrees of success-to counter 
such practices. The Governments of the developed 
market economies sometimes point out, as mentioned 
above, that the treatment they accord to each other on 
tariffs and quantitative controls is to some extent 
linked with mutual efforts to ensure reciprocal 
opportunities of access to each other's domestic 
markets, and reasonably stable conditions of access to 
those markets (modified in their relations with devel
oping countries by acknowledgement of the latter 
countries' rights to protect developing industries and 
to make the most economic use of their inevitably 
scarce foreign exchange resources). Some of them 
state that they have no assurance of satisfactory access 
to the markets (in total or for individual products) of 
the centrally-planned economies unless they bargain fer 
this under bilateral trade agreements, using such 
bargaining means as their own import controls and 
restrictions on currency transferability. 

143. The Governments of the centrally-planned 
economies, as has also been indicated above, intend to 
continue to plan the extent and commodity pattern of 
their foreign trade dependence, within their general 
economic development plans; but they state that con
siderations of current and future relative costs play a 
significant role among their various planning criteria. 
In the short-run, they establish their commodity import 
and export programmes in the light of the current 
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national priorities of resource allocation as well as of 
cost considerations. They state that their pricing 
policies in the domestic market reflect decisions on 
resource allocation in general rather than specific 
attitudes either towards imports in total or towards 
imports of particular products. In general terms their 
attitude can be-and has been-stated as one of 
welcoming competition beyond the frontier: they 
welcome competition among exporters to their markets 
and compete themselves as exporters in the world 
market, but competition in the domestic market is 
incompatible with their general economic system. 

144. Any attempt either to assess the degree of 
protection of domestic output of any product in a 
centrally-planned economy, or to judge the extent to 
which domestic pricing policies restrict demand for 
imports of a particular imported product is likely to be 
rather unrewarding. As is indicated in section 3, 
para. 61, it will probably be virtually impossible in 
practice to distinguish, at any particular time, the 
various elements-equivalent to distribution costs, 
customs duties, excise taxes, subsidies or "scarcity 
profits" which may make up the margin between the 
foreign-exchange price of the imported product and its 
selling price on the domestic market. Producers and 
exporters in the market economies may well over
estimate the degree of product-to-product differentia
tion, and the extent of fluctuation, of the effective mar
gins of "protection" for competing domestic industries 
in the planned economies given by the purchasing and 
pricing policies of State importing agencies and the 
planning authorities; but precise evidence to support 
or to refute charges of this kind-or to indicate the 
degree of restriction of demand for total supplies 
(home-produced and imported) of a particular com
modity-is seldom available, and could probably 
hardly be made available in the case of most manu
factured goods. 

145. In any future discussion of how to ensure 
" effectively reciprocal " access to national markets it 
might therefore be felt that it would be reasonable to 
by-pass the issue of " protection " in the centrally
planned economies and rather to take account of the 
following main considerations: 

(a) The centrally-planned economies can be con
sidered to pursue trade-promoting policies in one sense 
-that they have never shown any tendency to cause 
difficulties for the world trading system by spasmodic 
accumulation and later running down of foreign 
exchange reserves; broadly speaking, their earnings 
and expenditure move fairly closely together. 

(b) However, the question may be raised whether 
a willingness steadily to spend-or even to spend in the 
industrialized market economies as a group-all the 
currency earned from those economies should be 
considered by itself as an adequate quid pro quo for 
improving access to the latter markets to the point 
where all discriminatory controls affecting trade with 
the centrally-planned economies are eliminated. An 
affirmative answer would imply that the centrally-

planned economies would, in effect, be given the 
possibi1ity of taking all the benefit of easier access to 
foreign markets in the form of a pattern of trade more 
satisfactory to them than before-if they so wished
rather than accelerating the growth of their total trade. 

(c) The question may also be asked whether the 
commodity composition of any increment of trade is 
an issue which the trading partners of the centrally
planned economies can reasonably raise, or whether 
this should be regarded as a matter to be settled mainly 
in the light of the economic development criteria of the 
centrally-planned economies. It might be argued that 
partner countries can benefit almost as much from 
rising exports concentrated on certain raw materials 
and equipment as from increments including larger 
quantities of consumers' goods; and that the most 
important condition for mutually advantageous trade 
expansion is that conditions of access to, or the rates 
of expansion of, particular commodity markets on 
both sides should be known with reasonable certainty 
for considerable periods ahead. On the other hand, it 
is clear from the recommendation of the ECE Ad Hoc 
Group of Experts that countries should undertake 
commitments " intended to result in the maximum 
increase of the volume and in the widening of the 
composition of imports" [para. 131 (iv) (c) above] 
that the question of commodity composition is widely 
regarded as important. 

146. Another aspect of the problem of balanced 
access to national markets is that of appropriate 
undertakings by exporting countries, and by importing 
countries, regarding " market disruption ". This issue 
constitutes an obstacle to the expansion of mutual 
trade largely because of the difficulty the Governments 
of western countries have in producing evidence on the 
costs and prices of centrally-planned economies 
adequate to refute any allegations of export sub
sidization or dumping which may be made by their 
own industrialists or trade unions. The ECE Ad Hoc 
Group of Experts has agreed upon the general pro
position that "export price policies, while permitting 
fair competition, should not cause injury to the 
interests of other countries" [para. 131 (i) above]. 

147. Of the three usual criteria for determining 
" normal " export price in market economies-the 
price in the ordinary course of trade on the domestic 
market of the exporter, the cost of production to the 
exporter or the price for export sales to other markets
the first two cannot be applied to exports originating 
in the centrally-planned economies. First, production 
costs in these economies are not defined in the same 
way as in private enterprise economies (e.g., treatment 
of capital cost and definitions of profit vary pro
foundly). Secondly, domestic selling prices in cen
trally-planned economies can at no stage (ex-factory, 
retail, or any other stage) be regarded as indicating 
domestic production costs as understood in the market 
economies since, for example, it is virtually impossible 
in most cases to assess logically the share of the 
turnover tax on any commodity that should be 
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regarded as an indirect tax (in the sense used in the 
market economies) and the share that is the equivalent 
of normal profit (and therefore in usual " market
economy" definitions is a cost). Thirdly, existing 
exchange rates applied to domestic prices or costs 
(even if definitions of these could be agreed) would 
still provide only a doubtfully valid basis for com
parison of these prices or costs with selling prices in 
foreign markets, though this is a difficulty which may 
also arise in relation to developing market economies. 

148. In seeking a solution to the problem of 
market disruption, it may reasonably be assumed that 
the authorities of the centrally-planned economies will, 
other things being equal, always be interested in 
realizing the best possible prices for their exports. 
However, the need to secure a foothold in a new 
market, or the appearance of an unforeseen surplus of 
some commodity, may sometimes provide an incentive 
to accept particularly low prices. It might perhaps be 
considered whether agreement could be reached on the 
basis, first, that anti-dumping action should not 
normally be taken without consultation between 
Governments of the importing and exporting countries 
concerned and, secondly, that such consultations 
might proceed from a preliminary acceptance of the 
two following propositions: 

(a) Governments of centrally-planned economies 
would, in principle, try to avoid such violent changes in 
their rates of export of any commodity, in total or 
to an individual market, as would bring about a 
collapse of prices or a release of labour and pro
ductive capacity at a rate involving difficulty in re
absorbing them into other activities; 

(b) Governments of market economies would under
take to institute anti-dumping action only if it 
were found that an export was being sold in the 
importing market by the exporting enterprise of a 
centrally-planned economy at a price lower than that 
charged for the commodity by the same exporting 
country in another market in normal conditions of 
trade. Such an undertaking would, incidentally, be 
broadly in line with the recommendations of an expert 
group of the GATT on anti-dumping and counter
vailing duties.48 

The approach to an agreement assuring effective 
reciprocity of trading opportunities and obligations 
over a wide field 

149. It may be expected that further discussion of 
the possibility of assuring " effective reciprocity " of 
trading rights and obligations, in a context of efforts 
to promote mutually advantageous expansion of trade 
between the developed market economies and the 
centrally-planned economies, will be concentrated 
mainly on ways of promoting progress towards a 
situation in which the market economies would give 
non-discriminatory treatment in respect of both 
tariffs and the administration of quantitative trade 

"GAIT, Basic Instruments and Selected Documents, Eighth 
Supplement, pp. 145 to 152. 

controls and controls over currency transfers to the 
centrally-planned economies (modified only by any 
special preferential arrangements of the economic 
groupings) in return for undertakings providing for a 
satisfactory growth of imports into the planned 
economies from the developed market economies. It 
might be necessary to proceed via steady enlargement 
of import quotas by the market economies for goods 
subject to discriminatory restriction up to the point 
when full non-discriminatory treatment was reached. 
In addition, negotiation on reduction of tariffs in the 
market economies on products of particular interest 
to the centrally-planned economies might also prove 
practicable-planned import expansion by the cen
trally-planned economies again providing the quid 
pro quo.49 

150. This general approach, however, still leaves 
some specific problems for solution. It is assumed here 
that the balancing of concessions will have to take the 
form of a balancing of undertakings on access-under 
conditions leading progressively to complete non
discrimination-to the markets of the developed 
market economies against a planned expansion of 
imports of their products into the centrally-planned 
economies. The former countries cannot give under
takings to import, since demand for imports in total 
or-in most cases-for imports of particular products 
in their domestic markets is not directly determined by 
Government action. However, they could undertake 
not only progressively to dismantle formal dis
criminatory measures but also to make efforts to 
encourage an expansion of East-West trade, by such 
means as indications to private traders that such 
growth is a Government objective, facilitation of 
reciprocal visits of trade missions, etc. In the inevitable 
absence of commitments to stated rates of growth of 
imports into the market economies, the Governments 
of the centrally-planned economies cannot be expected 
to give unconditional undertakings on the rate of 
growth of their imports from those economies. They 
cannot undertake to spend more foreign currency than 
they earn, and they would need some kind of "balance
of-payments escape clause" recognizing that their total 
import commitments to the developed market econo
mies would be carried out subject to their total export 
earnings from those countries reaching an adequate 
level. 

151. However, any such escape clause raises the 
problem, mentioned above, that the centrally-planned 
economies have it in their power to choose-within 
limits-between adjusting their pattern of trade and 
increasing their level of trade in response to any 
improvement in their conditions of access to world 
markets. A solution to this difficulty could probably 
be best sought in some procedure for consultations 
should the rise of imports into the centrally-planned 
economies fall short of the levels foreseen. 

152. It would probably be difficult to reach an 
agreement on the lines just suggested on the basis only 

" See footnote 46 to paragraph 139. 
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of conditional commitments on the rate of growth 
of total imports into the centrally-planned economies 
from the market economies; and some commodity 
specification would almost certainly be required. It 
would seem reasonable, however, that negotiations on 
the rate of growth of imports of particular groups of 
commodities should be based, first, on recognition 
of the fact that State planning of the pattern of 
economic development and priorities of resource 
allocation is an integral part of the economic system 
of the centrally-planned economies, and that the 
market economies use tariffs and other measures to 
affect the pattern of growth of their trade, but, 
secondly, also on recognition of the advantages of a 
wide international division of labour in every branch 
of production. Moreover, it is clearly desirable that 
these negotiations should take into account-so far as 
practicable-not only the interests of the centrally
planned economies and the developed market econo
mies participating in them, but also those of third 
countries-and of developing countries in particular. 

153. Given the acceptance of mutual non-dis
criminatory treatment as one of the ultimate aims of 
negotiations on "effective reciprocity", it might be 
considered that the suggested conditional commit
ments on expansion of imports into the centrally
planned economies from the developed market econo
mies should cover the latter countries as a single 
group. However, it might be necessary at first to 
proceed via separate commitments to smaller groups 
of market economies. This might be particularly 
necessary if not all developed market economies were 
prepared to proceed at the same rate towards uniform 
treatment of the centrally-planned economies. More-, 
over, the acceptance of the aim of eventual non
discrimination on both sides need not rule out the use 
of bilateral trade agreements as an instrument of trade 
expansion-though it may be hoped that, with 
appropriate facilities for multilateral currency transfer
ability, these would increasingly envisage unbalanced 
bilateral payments. It may well be that, in practice, 
some countries will not be prepared to make individual 
commitments (at least in the early stages) in return 
only for" global" commitments by their trade partners 
covering a group of countries of which they form part, 
and that more individual assurances on the level and 
composition of future trade will be required. But 
there is, of course, a danger that such bilateral agree
ments may perpetuate a habit ofbargaining, ostensibly 
for a " satisfactory " level and commodity composition 
of trade for both partners but in effect for a preferred 
position in the trade partner's market, and thus tend 
to perpetuate discrimination. 

154. A final question arises concerning the length 
of the period for which commitments should be 
entered into on both sides. Clearly it is desirable that 
stable trading conditions should be established for as 
long periods as possible; and the ECE Ad Hoc Group 
of Experts has drawn attention to "the need for a fair 
degree of continuity and stability in the pattern and 
composition of trade". On the other hand, it is hardly 
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likely that indefinite commitments would be entered 
into on either side, at least in the beginning. However, 
it would seem desirable that all commitments--on the 
planned growth of imports into the centrally-planned 
economies and on the elimination of discrimination in 
respect of quantitative trade controls (or progress 
towards this via enlargement of quotas) on the side 
of the market economies-should be given, from the 
beginning, for periods of at least three to five years 
ahead. 

155. A subsidiary question possibly worthy of 
consideration is whether the danger of fluctuations in 
imports into the centrally-planned economies as a 
result of short-term balance-of-payments difficulties 
could be lessened. These countries are believed to 
operate today on the basis of very low gold and foreign 
exchange reserves, the Soviet Union being the one 
exception. Multilateral swing-credit arrangements 
might be negotiable with the developed market econo
mies or some group of them. The possibility of giving 
the centrally-planned economies access to the mutual 
credit arrangements of the International Monetary 
Fund might also usefully be explored as a longer-run 
possibility. 

156. The creation of conditions in which each 
individual centrally-planned economy had to concern 
itself only with its over-all balance of payments and 
not-as would be the case under the arrangements 
outlined above-with its balance of payments with 
market economies as a group and with the other 
centrally-planned economies as a group, would require 
effective convertibility of the currencies of the cen
tlally-planned economies themselves. As mentioned 
in section 3, para. 80, some partial " convertibility " of 
balances arising in intra-CMEA transactions is 
envisaged as a future possibility under the new 
CMEA multilateral payments scheme. If it should be 
achieved, it might then be easier for the CMEA 
countries to undertake import commitments as a 
group rather than individually if they felt this to be 
advantageous. 

157. In all the discussion in this section it has so 
far been tacitly assumed that the liberalization of con
ditions of trade between the centrally-planned econo
mies and the developed market economies would be 
negotiated on a basis assuming a balancing of current 
transactions (visible and invisible) between the two 
groups of countries. In the interests of expanding 
markets for developing countries, however, it is highly 
desirable that the developed market economies should 
be prepared to negotiate on a basis that would leave 
a margin of the centrally-planned economies' earnings 
from them available for expenditure in developing 
countries. It is to be hoped that in the context of the 
major purpose of the United Nations Conference on 
Trade and Development, any negotiations between 
the developed market economies and the centrally
planned economies would include the consideration of 
this possibility. 
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6. POSSIBLE MEANS OF IMPROVING CONDITIONS FOR TRADE 
BETWEEN THE CENTRALLY-PLANNED ECONOMIES AND 

DEVELOPING COUNTRIES 

158. The low level of trade today between devel
oping countries and the centrally-planned economies 
(despite its recent rapid expansion) is not, on the 
whole, related to differences of view on what con
stitutes acceptable rules and practices in international 
trade. Rather, it results, first, from the fact that many 
of the products which the developing countries can 
supply today are not required i!' large quantities ~y 
the centrally-planned economies m the context o[ the.tr 
current planning decisions on resource allocatwn m 
general and on foreign trade in particular (tropical 
foodstuffs and beverages are a striking example); 
secondly, it reflects inevitable difficulties in building up 
new flows of trade where no traditional business 
contacts exist, and the need in many cases to balance 
payments bilaterally (or to settle deficits in one direc
tion or the other in convertible currencies that are 
scarce to both parties). 

159. The indications of future prospects for trade 
between the centrally-planned economies and the 
developing countries given by the current policy 
statements and long-term plans of the centrally
planned economies individually and by CMEA 
recommendations have been reviewed in another paper 
before the Conference.50 There it is suggested that, 
although current plans and statement of policy do not 
indicate encouraging prospects in a number of sectors, 
the possibilities of over-all trade expansion could in 
fact be immense if national incomes in the centrally
planned econo~ies increase rapidly as planned, ~f 
international trading conditions are favourable, tf 
economic policies in the cent;ally-pl.anned ~co~omies 
develop in the direction o~ mcrea~mg rea~1z.a~10n of 
the potential benefits of mternational . dtvtswn of 
labour, and if adequate efforts are made m the devel
oping countries themselves. 

160. It has already been suggested in the last 
paragraph of the precedin~ sectio~ that one e~ement in 
establishing favourable mternatwnal trading con
ditions might be an agreement by the developed market 
economies that the concept of " effective reciprocity" 
in trading relations between themselv~s a~d . the 
centrally-planned economies should not, m pnnc1ple, 
exclude the earning by the latter countries of a surplus 
of their currencies to be spent on imports from 
developing countries. It might also be agreed by both 
the Governments of developed market economies a~d 
those of the planned economies that mu~ua~ c?mmit
ments to most-favoured-nation or non-discnmmatory 
treatment should not rule out the possibility of either 
group discriminating to some extent in favou~ ?f 
developing countries in the tariff field, in the a~mims
tration of quantitative import controls, or m the 

•• " Past trade flows and future prospects. for trade ~etv:~n the 
centrally-planned economies and developmg countries (also 
published in this volume). 

drawing up of import plans. Similarly it may be hoped 
that neither the Governments of developed market 
economies· nor those of the centrally-planned econo
mies will discourage efforts by groupings of developing 
countries to co-operate in planning their industrializa
tion and mutual trade. In broad terms, both of the 
first two groups might recognize the need of developing 
countries to make the best use of their trading oppor
tunities even if this involves some "discrimination" on 
their p;rt, and also be willing to take action to i~prove 
those trading opportunities without demandmg full 
" reciprocity " from the developing countries. How
ever, the extent to which the centrally-planned econo
mies can refrain from demanding " reciprocity " from 
the developing countries as a group-at le~st in the 
sense of requiring that, subject to such credits as they 
may be able to offer, their own exports must be able 
to expand enough to pay for expanding imports-will 
depend partly on the extent to which the . dev~lope.d 
market economies accept the first suggestion m this 
paragraph. 

161. Long- or medium-term bilateral trade agree
ments and contracts (supplemented by annual " imple
menting" agreements) probably have a continuing 
useful role to play in trade relations b:o:tween centrally
planned economies and developing countries. Even if 
an improvement of conditions for trade between the 
developed market economies and the centrally-planned 
economies eases the over-all balance-of-payments 
problems of the latter group, they are still likely to be 
somewhat cautious in revising current plans and 
policies so as to provide for an acceleration of ~he 
currently-planned growth of imports from developmg 
countries unless they can foresee with reasonable 
confidence an approximately corresponding rise of 
directly compensating exports. Bilateral agreements 
and long-term contracts can be a useful means of such 
balanced trade expansion. 

162. If developing countries are to be able to offer 
adequate assurances of rising imports from the 
centrally-planned economies, they will in so~e cases 
also have to take action to improve both their tech
niques of import control and their techniqu~s .. of 
planning and managing domestic investment activities 
so as to ensure a flow of projects adequate to absorb 
equipment from the centrally-planned eco~omies. It 
may be noted in passing that. some. de~elopm~ coun
tries have special difficulties m swJtchmg eqmpment 
imports to new sources of supply simply by ~eans of 
normal import licensing. Frequently the capital and 
entrepreneurship linked with a particu~ar i.nvestme~t 
project is of foreign origin: if the foreign I~vesto~ IS 

not permitted to import the equipment of his choice, 
the whole investment project may be lost. However, 
such difficulties would not arise in connexion with 
projects organized by State agencies-and f!nanced 
from domestic resources, " untied " aid or a1d fr~m 
the CMEA countries-which may be more easily 
linked with imports of equipment from the CMEA 
countries. 
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163. Not only trade agreements, but also inter
national lending by the centrally-planned economies 
provide a means-which could be used to an increasing 
extent in the future--for encouraging two-way flows of 
trade. As had been indicated elsewhere, 51 credits given 
by the centrally-planned economies to developing 
countries at the present time normally cover the 
provision of equipment, technical services, etc., for 
specific projects and agreed repayment of that credit 
over a stated future period by deliveries either of the 
traditional export products of the developing country 
concerned or of the goods produced by the investment 
project. It has recently been indicated that the scope 
of co-ordination of the investment efforts of the 
CMEA countries is to be extended. 52 It is clearly 
desirable that future CMEA consultations on the 
distribution of savings and the pattern of investment 
within the area should take into account the possi
bilities of larger credits for equipment and other sup
plies to projects in developing countries to produce 
goods for subsequent import into the CMEA area. 
These might comprise not only bilateral projects of the 
kind already familiar, but also joint projects to be 
financed by two or more CMEA countries and linked 
with joint undertakings to import specified goods as 
means of future repayment of the credit involved. The 
development of new payments arrangements suggested 
below would facilitate such joint efforts. 

164. The efforts that will be needed from the 
Governments of the developing countries to ensure a 
steady expansion of the supply of the commodities 
which the centrally-planned economies are likely to be 
ready to import could be encouraged if the centrally
planned economies (individually or as a group) could 
regularly indicate their future expectations regarding 
the growth of their imports from developing countries 
with some degree of firmness. Unconditional commit
ments cannot, of course, be expected in this trade, any 
more than in trade with developed market economies. 
However, it might be possible for each individual 
CMEA Government, or for the CMEA members as a 
group, to establish for periods of five years or longer 
import programmes for particular products or groups 
of products from the developing countries as a group 
which they would undertake to absorb provided that 
(a) satisfactory prices, conditions of delivery, etc., 
could be negotiated, and (b) bilateral trade agreements 
and contracts could be negotiated providing for an 
equivalent (or adequate) expansion of their exports 
in payment. 

165. Similarly, mutual efforts to establish both 
" shopping lists " of the developing countries for 
imports of equipment and other goods likely to be 
required for some years ahead and " catalogues " ofthe 

" " Past trade flows and future prospects for trade between the 
centrally-planned economies and the developing countries", section 
10 (also published in this volume). 

61 See " Implications for trade and development of developing 
countries of economic groupings of developed countries and/or 
preferential trading arrangements ", Chapter II, section 4 (also 
published in this volume). 

centrally-planned economies' estimates of the quan
tities of various types of equipment they could 
realistically undertake to supply over a period of, say, 
five years or more might well be useful. Such estimates 
could provide a basis for planning by the developing 
countries to ensure a growth of imports from the 
centrally-planned economies adequate to pay for their 
exports to them and for plans to expand available 
supplies by the centrally-planned economies. 

166. Some consideration could also usefully be 
given to the possibility of improving the payments 
arrangements in this trade. At the present time, trade 
between the centrally-planned economies and the 
developing countries is normally financed either on 
the basis of payment in convertible currencies or by 
means of bilateral payments agreements providing, in 
principle, for a fairly strict bilateral balancing of 
payments subject to annual swing credits (and, of 
course, any longer-term bilateral credit that may be 
negotiated). Given the tendency for both groups of 
countries frequently to experience difficulties in 
balancing their payments with developed market 
economies, trading between them on the basis of 
convertible currency settlement on both sides may tend 
to restrict trade. On the other hand, strict bilateral 
balancing of payments is also likely to prevent the 
optimum development of trade. An improvement on 
the present situation in the near future might usefully 
be sought via an extension of the new CMEA multi
lateral payments scheme mentioned in section 3 to 
cover trade with some or all of the developing coun
tries. If arrangements could be made ensuring that 
both each CMEA country and each developing country 
had only to be concerned with its balance of payments 
with the opposite group as a whole, the mutually 
beneficial expansion of trade might be greatly facili
tated.53 To the extent that groups of developing 
countries could be drawn directly into the process of 
CMEA joint planning of production and intra-trade 
(as "observers" in the CMEA standing commissions 
or by other means) it might prove possible to ensure a 
still firmer joint programming of trade between the 
CMEA and this more closely co-operating group. 
Such joint planning of trade might be linked with a 
correspondingly wider " multilateralization " of pay
ments which would effectively require each member to 
balance payments only with the whole of this wider 
group. 

167. Finally, consideration could usefully be given 
to the possibility of improving " swing " credit 
arrangements in trade between developing countries 
and centrally-planned economies. At present, it may 
sometimes happen that a developing country almost 
involuntarily accumulates large credit balances in a 
clearing account with a centrally-planned economy 
which for some reason cannot easily be used imme-

,. According to the Director General of the Polish Ministry of 
Finance (Polish Facts and Figures, 16 November 1963}, it has already 
been agreed that "With the consent of member States, the Inter
national Co-operation Bank can also extend settlement in transfer· 
able roubles to exchanges with other countries, for instance with the 
economically developing countries". 
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diately to buy imports from that country. This may 
occur because the goods immediately in demand in the 
developing country cannot be supplied and effective 
demand in the developing country cannot easily be 
organized for the goods which are on offer-as a result 
of delays in preparing and implementing investment 
projects or for other reasons. Similarly, a planned 
economy may sometimes find that it is difficult to 
receive early payment for goods supplied to a develop
ing country in the form of products of a kind and 
quality required by its import plan. Multilateralization 
of payments among the CMEA countries and some of 
the developing countries, on the lines suggested in the 
preceding paragraph, could probably ease this prob
lem, by permitting compensation of some bilateral 
debit and credit balances. But even if this should be 
achieved, relatively large credit swings will probably 
remain a necessary "lubricator", for some time to 
come, if this trade is to develop satisfactorily. Un
fortunately, large credit swings may sometimes involve 
an undesirable strain on the economy of the country 
granting credit-whether overtly or in the form of 
accumulation of immediately unspendable currency
particularly if it is a developing country. 

168. Consideration might therefore usefully be 
given to the possibility of devising arrangements 
which would allow a developing country which had 
accumulated large credit balances on accounts with 
centrally-planned economies effectively to transform 
these, in whole or in part, into more widely acceptable 
means of payment. Possible measures to this end might 
include arrangements for partial convertibility of such 
balances through the CMEA's International Co-

operation Bank-either unconditionally or on the 
basis of an undertaking by the developing country 
concerned to make a compensating exchange of con
vertible currency for a CMEA currency within a 
specified period. In the second form, the arrangement 
could provide for similar "temporary convertibility" 
of credit balances on accounts with developing coun
tries held by CMEA member countries. Alternatively, 
it might eventually be possible-in generally favourable 
international trading conditions-for arrangements 
having comparable effect to be made through the 
International Monetary Fund, or by the IMF and 
the CMEA's International Co-operation Bank in 
co-operation. 

169. The members of the Council for Mutual 
Economic Assistance have emphasized in Section 1 of 
the "Basic principles of the international socialist 
division of labour" that "the extension of economic 
co-operation between the socialist countries and the 
countries of Asia, Africa and Latin America, based 
on these principles, is an important factor in the in
dependent economic and political progress of the 
young national States", and they also recognized in 
Section 5 that "the creation of an optimal national 
economic complex in each (CMEA) country involves" 
... among others "the utmost use of the advantages 
offered by international specialization of production 
in the socialist world and the possibility of expanding 
trade with capitalist countries". This section has 
attempted to suggest means by which these principles 
might progressively be implemented to the benefit of 
both groups of countries. 

(Annex 1 follows overleaf) 



Annex 1 

Membership of international organizations witb a competence in the field of international trade and payments 

Exports in 1962 Export 

ECE OE<D EEC Em CMEA ECLA OAs um c:; IE«J ECA 

or import 
Per cent (-) Pref. 

Billion of surplus £ Pr~{. 

$ world in 1962 sterling Fr. f. 
f.o.b. total Billion $ UN GATT IMF IBRD OAU ECU UAMj areaa area 

Total world and percentage I shares in world exports (in 
italics) of listed member 
countries ........ 141.20 100 -7.20 82.06 79.88 81.75 81.27 65.86 63.85 25.58 14.96 11.27 42.37 21.73 3.71 0.36 47.81 17.71 2.99 0.16 0.47 20.92G 6.29 

Number of ordinary members - - - 113 66 102 101 30 21 6 7 8 27 21 9 5 25 35 31 5 14 21 18 
Number of associated countries - - 8 - - 1 2 2()b 1 2• - - - 1a 136 - - - 6e -

I 

-z 
~ 

Europe z 
> 

Austria .......... 1.26 0.89 -0.29 X X X X X X - X - - - - - - - - - - - ::l 
Belgium .......... 4.32 3.06 -0.23 X X X X X X X - - - - - - - - - - - -
Cyprus •• 0 •• " ••• 0 0.06 0.04 0,07 X X X X X - - - - - - - - - - - - - X -
Denmark . " ....... 1.66 1.18 -0.47 X X X X X X - X - - - - - - - - - - - -
Finland .......... 1.10 0.78 -0.12 X X X X X XA - XA - - - - - - - - - -
France . ~ . . . . . . . . 7.36 5.21 -0.45 X X X X X X X - - X - - - X XA - - - X 
Greece •• " •• " • 0 ... 0.25 0.18 -0.45 X X X X X X XA - - - - - - - - - - -
Iceland .......... 0.08 0.06 -0.01 X - X X X X - - - - - - - - - - - - - -

0 

~ 
t"' 

~ 
f ~ 

t'fj t 
~ 

Ireland .... " ...... 0.49 0.35 -0.28 X - X X X X - - - - - - - - - - X - 0 
Italy ... 0 .......... 4.67 3.30 -1.39 X X X X X X X - - - - - - - - - - -
Luxembourg . . . . . . . . . . .. . . X X X X X X X - - - - - - - - - - - -
Netherlands . . . . . . . . 4.59 3.25 -0.76 X X X X X X X - - X - - X - - - - - -

t'fj 

8 
~ 

Norway .......... 0.97 0.69 -0.68 X X X X X X X - - - - - - - - - -
Portugal .......... 0.37 0.26 -0.22 X X X X X X - X - - - - - - - - - - -

e; 
(") 

Spain ........... 0.73 0.52 -0.83 X X X X X X - - - - - - XA - - - - -
Sweden .......... 2.92 2.07 -0.19 X X X X X X - X - - - - - - - - - -

0 

~ 
Switzerland ........ 2.22 1.57 -0.80 - PX - - XAI X X - - - - - - - s 
Turkey . ~ . . . . . .. . . 0.38 0.27 -0.24 X X X X X X XA - - - - - - - - -
United Kingdom ...... 1o.62 7.52 -1.52 X X X X X X - X - X - - - X XA - - - X -
Western Germany . ~ . . . 13.26 9.39 0.99 - X X X X X X - - - - - - - - - - -

"11 
~ 
t'fj 
z ..; 

Yugoslavia . . . . . . . . . 0.69 0.49 -0.20 X PX X X X XA - - - - - - - - -
Sub-totals and wrrespond-

ing percentage shares (in 
italics) .......... 58.00 41.08 -7.94 30.12 40.67 39.51 39.51 41.08 41.04 24.66 14.96 - 15.98 - - - 15.98 13.25 - - - 7.91 5.21 

Albania .......... (0.05) (0.04) (-0.02) X - - - X - - - ........JJ - - - - - - - - - - -
Bulgaria .......... 0.77 0.55 -0.01 X - - - X - - - X - - - - - - -
Czechoslovakia ...... 2.19 1.55 0.12 X X - - X - - X - - - - - - - - -
Eastern Germany . . . . . . 2.35 1.66 -0.02 - - - - - - - - X - - - - - - - - - -
Hungary .......... 1.10 0.78 -0.05 X - - - X - - - X - - - - - - - - - - -
Poland .......... 1.65 1.17 -0.24 X XA - - X - - - X - - - - - - -
Romania •• " * ••••• 0.82 0.58 -0.12 X - - - X - - - X - - - - - - - - - - -
USSR (Byelorussia, Ukraine) 7.04 4.98 0.59 X - - - X - - - X - - - - X - - - - - ----

Sub-totals and correspond-
ing percentage shares (in 

-- ~ -- 11 'I~...,. J no 



spuuu1ug percc;nutge I 
shares (in italics) . . . 73.97 

·-
Nortb America 

Canadah ••• 0 • " ••• 5.93 
United Statesh'. . . . . . . 21.37 

ToTAL North America and 
corresponding percent· 
age shares (in italics) . 27.30 

Latin America 

Argentina ......... 1.21 
Bolivia •••••• 0 ••• 0.06 
Brazil ........... 1.21 
Chile ........... 0.53 
Colombia ......... 0.46 
Costa Rica ........ 0.09 
Cubah •• 0 ••••••• (0.62) 
Dominican Republic" . . . . 0.17 
Ecuador" ......... 0.14 
El Salvador . . . . . . . . 0.14 
Guatemala • ~ • • 0 • 0 • 0.11 
Haiti . . . . . . . . . . . (0.03) 
Hondurash ........ 0.08 
Jamaica .......... 0.19 
Mexico .......... 0.94 
Nicaragua ......... 0.08 
Panamah .......... 0.05 
Paraguay ......... 0.03 
Peru 0 • • • • • • • ~ 0.54 
Trinidad and Tobago . . . . 0.35 
Uruguay ••• 0 • 0 ••• 0.15 
Venezuelah ........ 2.59 

Sub-totals and correspond-
ing percentage shares (in 
italics) • • • • • 0 0 • . . 

British Guiana . . . . . . . (0.09) 
British Honduras . . . . . . (0.01) 
Netherlands Antilles" . . . . 0.69 
Surinam •.......• (0.04) 

Sub-totals and correspond-
ing percentage shares (in 
italics) . . . . . . . . . . 
TOTAL Latin America and 

corresponding percent-
age shares (in italics) . 11.72 

52.39 I -7.69 !39.71 43.39 39.51 39.51150.73 4L04 24.66 14.96 11.27!15.98 -·· ! 10.?6! ?3.15 

4.20 0.08 X X X X - X X - - - - - -
15.13 5.04 X X X X X X - - - X X - X - - - -·--- -

19.33 5.12 19.33 19.33 19.33 19.33 15.13 19.33 - - 19.33 15.13 - - 15.13 - - - -
' 

0.86 -0.15 X PX X X - - - - X X X - - - - -
0.04 -0.03 X - X X - - - - - X X - - - - -
0.86 -0.26 X X X X - - - - - X X X - - -
0.38 0.01 X X X X - - - - - X X X - - - - - -
0.33 -0.08 X - X X - - - - - X X X - - - - -
0.06 -0.03 X - X X - - - X X - X - - -

(0.48)i . . X X X - - - - - [XOk) X X - - - - - -
0.12 0.04 X X X X - - - - X X - - - - - - -
0.10 0.04 X - X X - - - - X X X - - - - - -
0.10 O.ot X X X - - - - - X X - X - - - -
0.08 -0.02 X - X X - X X - X - - -

(0.02) (-0.00) X X X X - - - - - X X - - - - - - -
0.06 -0.00 X - X X - - - - - X X - X - - - - -
0.13 -0.03 X X X X - - X - - - - - - -
0.67 -0.21 X - X X - - - - - X X X - - - - - -
0.06 -0.02 X X X X - - - X X - X - -
0.04 -0.10 X - X X - - - - - X X - - - - - - -
0.02 -0.00 X - X X - - - - - X X X - - - - - -
0.38 0.00 X X X X - - - - - X X X - - - -
0.25 -0.01 X X X X - - - - - X - - - - -
0.11 -0.08 X X X X - - - - X X X - - - - -
1.83 1.52 X - X X - - - - - X X - - - - - - -

1--·--- ·------

6.98 .. 6.98 3.65 6.98 6.50 - - - - - 6.98 6.60 3.71 0.36 - - - - -
(0.07) (0.00) - - - - - - - - XA - - - - - - -
(O.Ol)J .. - - - - - - - - XA - - - - - - -
0.49 -0.03 - - - - - - - - - - - - - - -

(0.03) -0.01 - - - - - - - - - - - - - - - - - -

0.61 .. - - - - - - - - 0.08 - - - - -

7.59 -0.14 6.98 3.65 6.98 6.50 - - - - - 7.06 6.60 3.71 0.36 - - - - -
----·-···---- ---·· 

7 .91 5.21 
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Membership of international organizations with a competence in tbe field of international trade and payments (continued) 

Exports /11 1962 Export 
or Import 

Per cent (-) 
Billion of surplu• 

I world lnl962 CAF-
/.o.b. total Binion I UN GATT lMF lBRD ECE OECD EEC EFTA CMRA ECLA OAS LAFTA TA ECAFE ECA 

Oceania 
Australiall . . . . . . . . . 2.35 1.66 0.09 X X X X - - - - - - X -
New Zealand • * ...... 0.80 0.57 0.05 X X X X - - - - - - - X -

0-

ToTAL Oceania and corre-
sponding percentage 
shares (in italics) . . . 3.15 2.23 0.14 2.23 2.23 2.23 2.23 - - - - - - - 2.23 -

Asia 
Afghanistan . . . . . . . . .. . . . . X - X X - - - - - - - X -
Burma .•......... 0.26 0.18 0.04 X X X X - - - - - - - X -
Cambodia ......... 0.05 0.04 -0.05 X XA - - - - - - - - - - X -
Ceylon .......... 0.38 0.27 O.oJ X X X X - - - - - - - - - X -
China (Mainland)ll . . . . . 1.40! 0.99! 0.081 - - - - - - - [XOk] - - - - -
China (Taiwan) ••• * •• 0.22 0.16 -0.07 X - X X - - - - - - - X -
India ........... 1.45 1.03 -0.81 X X X X - - - - - - - - - X -
Indonesia ......... 0.67 0.48 O.oJ X X X X - - - - - - - X -
Japan ........... 4.92 3.48 -0.72 X X X X - X - - - - - - - X -
Korea (Republic of) .... 0.06 0.04 -0.36 - X X - - - - - - - X 
Laos ........... 0.00 0.00 -0.02 X - X X - - - - - - - - X -
Malaysiam ......... 2.23 1.58 0.14 X X X X - - - - - - - - X -
Mongolia ......... .. .. l X - - - -. . - - - X - - - X -
Nepal ........... .. . . .. X - X X - - - - - - - - X -
North Korea . . . ~ . " . . . .. ! . . - - - - - [XOk] - - - - - -
North Viet-Nam . . . . . . .. . . ! . . - - - - - - - - [XOk] - - - - - -
Pakistan ......... 0.40 0.28 -0.34 X X X X - - - - - - - - X -
Philippinesll . . . . . . . . 0.55 0.39 -0.03 X - X X - - - - - - - - X -
Thailand ........... 0.46 0.33 -0.09 X - X X - - - - - - - - - X -
Viet-Nam (Republic of) ... 0.06 0.04 -0.21 - - X X - - - - - - - - X -

Sub-totals and corresponding 
percentage shares (in ita-
lies) ........ o; • . . 9.29 . . 8.22 7.34 8.26 8.26 - 3.48 - - . . - - - 8.30 -

HongKong ........ 0.77 0.55 -0.40 - - - - - - - - - - - XA 

Sub-totals and corresponding 
percentage shares (in ita-
iics) . . . . . . . . . .. 0.63 . . - - - - - - - - - - - - 0.55 -
ToTAL Asia and corre-

sponding percentage 
shares (in italics) . . . 14.00 9.92 -5.39 8.22 7.34 8.26 8.16 - 3.48 - - .. - - 8.85 -

Middle East 

Iran ........... . . (0.64) .. X X X - - - - - - - - - X 
Iraq ........... 0.69 0.49 0.33 X - X X - - - - - - - - - -
Tcor'lPf (}?7 (}1Q -o.·n X X X X - - - - - -

OAU ECU UAM 

- - -
- - -

- - -

- - -
- - -
- - -
- -
- - -
- - -
- - -
- - -
- - -
- - -

- -
- - -
- - -
- - -
- - -
- - -
- - -
- - -
- - -
- - -

- - -
- - -

- - -

- -

- - -
- -
- - -

Pre/. 
£ P"/. 

sterling Fr./. 
area" area 

X 
X -

2.23 -

- -
X -
- -
X -
- -
- -
X -
-
- -
- -

-
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- -
- -
- -
- -
X -
- -
- -
- -
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.&.J'O.'VUUU.u. " • • ~ • . • + • J ~V.V'IJ I X X X 

Saudi Arabia ....... .. .. .. X X X' 
Syria ........... 0.17 0.12 -0,07 X - X X 
Yemen .......... .. . . . . X - - -

Sub-totals and corresponding 
percentage shares (in ita-
lies) ......... .. 1.49 .. 1.49 0.19 1.49 1.49 

TOTAL Middle East and 
corresponding percen-
tage shares (in italics). 4.80 3.40 1.48 - - - -

Africa 
Algeria .......... .. (0.27) .. X XA X X 
Burundi .......... .. . . .. X XA X X 
Cameroon ......... 0.10 0,07 0.00 X X X X 
Central African Republic"' . . .. (0.01) . . X X X X 
Chad" .......... O.Q2 O.oi -0.01 X X X X 
Congo (Brazzaville)" . . . . 0.04 O.Q3 -0.03 X X X X 
Congo (Leopoldville) . . . . .. (0.42)0 .. X XA X X 
Dahomey ......... O.oi O.oi -0.01 X X X X 
Ethiopia ......... 0.08 0.06 -0.02 X X X 
Gabon"' ......... 0.06 0.04 0.02 X X X X 
Ghana ........... 0.29 0.21 -0.04 X X X X 
Guinea .......... .. (0.05) .. X - X X 
Ivory Coast . . . . . . . . 0.19 0.13 0.04 X X X X 
KenyaP .......... 0.12 0.09 -O.o7 X X - -
Liberia .......... .. (0.06) .. X - X X 
Libya .... . . . . ~ . 0.14 0.10 -0.06 X - X X 
Malagasy Republic . . . . . 0,09 0.06 -0.03 X X X X 
Mali ............ . . (0.01) .. X XA X X 
Mauritania ........ .. (0.00) . . X X X X 
Morocco .......... 0.35 0.25 -0.09 X X X 
Niger ........ .. O.oi 0.01 -0.01 X X X X 
Nigeria .......... 0.47 0.33 -0.10 X X X X 
Rwanda .......... .. . . .. X XA X X 
Senegal .......... 0.12 0.08 -0.03 X X X X 
Sierra Leone . . . . . . . . 0.05 0.04 -0.04 X X X X 
Somalia .......... . . (0.02) .. X - X X 
South Africa" ....... 1.33 0.94 -0.10 X X X X 
Sudan .......... 0.23 0.16 -0.03 X - X X 
TanganyikaP . . . . . . . . 0.15 0.11 0.04 X X X X 
Togo ........... 0.02 0.01 -0.01 X XA X X 
Tunisia .......... 0.12 0.08 -0.10 X PX X X 
UgandaP .......... 0.11 0.08 -0.04 X X X X 
United Arab Republic ... 0.40 0.28 -0.32 X PX X X 
Upper Volta . . . . . . . . 0.01 O.ol -0.03 X X X X 
Zanzibar . . . . ~ . ~ . . .. (0.01) .. X - -

Sub-totals and correspond-
ing percentage shares (in 
italics) . . . . " ... .. 4.04 .. 4.04 3.33 3.95 3.95 

-1-- - - - - ·-·- -
- - -

- - - - - -

- - - - - - - 0.64 

- - - - - - 0.64 

- - - - - - --- XA - - - - - -
- - XA - - - - -
- - XA - - - - - - -- - XA - - - - - -- - XA - - - - - - -

- XA - - - - - - -
- - XA - - - - -
- - - - - - - - - -- - XA - - - - - -- - - - - -

- - - - - - - -
- - XA - - - - - ·- -- - - - - - - -
- - - - - - - - -
- - - - - - - - - -
- - XA - - - - - - -
- - XA - - - - -
- - XA - - - -

- - - - - - - -
- - XA - - - - -
- - - - - - - - - -- - XA - - - - -
- - XA - - - -

- - - - - - -
- - XA - - - - -
- - - - - - - -
- - - - - - - - -
- - - - - - -
- - XA - - - - -
- - -- - - - - -
- - - - - -

- - - - - -- - XA - - -
- - - - - - - -

- - 0.92 - - - - -
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- - .. 

- - - - .. 

X X - - -
X X - -
X X X X 
X X X X -
X X X X 
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X X X X -
X X - - X 
X X - - -
X X - X -
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X X - - -
X X - -
X X - X -
X X - -
X X - X -
X X -
X X - X 
X X - - X 
X X - X -
X X - X -
X X - - X 
X X - - -
X - - - X 
X X 
X X - xj X 
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X X -
X X - - X 
X X - - -
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X - - X 
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-

X 
-
X 
X 
X 
X 
-
X 
-
X 

-
X 
-
-
-
X 
X 
X 
X 
X 
-
-
X 
-

-
-

X 
X 

-
X 
-

1.08 

~ 
~ 

I 
I 
g 

~ 
I 
~ 

~ 
!:"' 

~ 

i 

-~ 



Membership of international organizations with a competence in the field of international trade and payments (continued) 

Exports in I 962 Export 
or import 

Per cent (-) Pre[. 
Billion of surplus £ Pre[. 

s world in 1962 CAF· sterling Fr.f. 
[.o.b. total Billion S UN GATT lMF IBRD ECE OECD EEC EFTA CMEA ECLA OAS LAFTA. TA ECAFE ECA. OA.U ECU UAM al'eaa. area 

Angola . . ~ " . . . . . . 0.15 0.11 0.01 - - - - -
Mozambique .. . ... 0.09 0.06 -0.05 - - - -
Northern Rhodesiall . . . } - - -
Nyasaland ........ 0.59 0.42 0.19 - - - -
Southern Rhodesia . . . . - X - - -

Sub-totals and correspond-
ing percentage shares (in 
italics) ......... .. 0.59 .. - 0.42'" - - -

ToTAL Mrica and corre-
sponding percentage 
shares (in italics) . . . 6.87 4.87 -0.78 4.04 3.75 3.95 3.95 -

NOTES ON SOURCES AND METHODS: 
The countries and territories included are United Nations member countries and other important trading 

countries or territories. Byelorussia and the Ukraine are shown with the USSR and counted separately as members 
ofthe United Nations and ECE but not as regards other organizations. 

The number of ordinary members includes also countries which acceded provisionally to an organization. 
The number of associated countries includes also countries which are members under a special status or on a 

de facta basis (but excludes observers). 
World trade excludes the mutual trade of the following three groups of countries: China (Mainland), Mon

golia, North Korea, North Viet-Nam; Central African Republic, Chad, Congo (Brazzaville), Gabon, Kenya, 
Tanganyika, Uganda. 

The totals and sub-totals by major trading areas in the first three columns (value and percentage distribution 
of exports and trade balance) refer to all countries and territories within an area, independently of their being or 
not being listed specifically. The percentage shares in world exports shown for different organizations include only 
ordinary or associated member countries (as the numerical information on membership) and do not refer, as a 
rule, to dependent territories. However, associated dependent territories are included with the information on 
ECLA, ECA and the preferential pound sterling area. 

The statistical information shown in brackets refers to years other than 1962 (mostly 1961), but the percentage 
shares shown for organizations also include the percentages eventually deriving for such years. 

The sources used for the first three columns are the United Nations Monthly Bulletin of Statistics, June 1963 
and February 1964, the United Nations Yearbook of International Trade Statistics, 1961, and the Economic 
Bulletin for Europe, Vol. 15, No. l. 

The most important sources of membership of the various institutions are the following: 
Information Service, European Office of the United Nations, Geneva, Press Release No. Misc. 355 of 20 De

cember 1963; GATT document: Twenty-one/2 of 21 February 1964; International Financial Statistics, February 
1964; IBRD, Eighteenth Annual Report, 1962-1963; IMF, International Financial News Survey; United Nations 
Economic and Social Council, Official Records: Thirty-sixth Session, Supplements No.2 and 3, E/3735 and E/3759; 
Press Services, United Nations Office of Public Information, Press Release, ECLA/70 of 13 February 1964 and 
ECA/155 of 18 February 1964; The OECD Observer No. 6, October 1963; EEC, Sixth General Report on the 
Activities of the Community, l May 1961-31 March 1963, June 1963; OAS, Americas, December 1963; Fourteenth 
Annual Report on Exchange Restrictions, 1963; Economic Bulletin for Latin America, Vol. VIII, No. l, March 1963; 
ECA, Standing Committee on Trade," Background Paper on the Establishment of an African Common Market", 
E/CN.14/STC/20 of 13 October 1963; UK, Notice by the Commissioners of Customs and Excise, No. 27A, May, 
1963; Secretariat du Comite monetaire de Ia zone franc, La Zone Franc en 1961. 

The abbreviations used stand for: 
UN United Nations 
GATT General Agreement on Tariffs and Trade 
IMF = International Monetary Fund 
IBRD = International Bank for Reconstruction and Development 
ECE = Economic Commission for Europe 
OECD Organization for Economic Co-operation and Development 
EEC = European Economic Community 
EFTA = European Free Trade Association 

-
-
-
-

-

-

- - - - - - - - - - - -
- - - - - - - - - - - - -
- - - - - - - - XA - - - X -
- - - - - - - XA - - X -
- - - - - XA - - - X 

- - - - - - - 0.42 - - 0.42 -

0.92 - - - - - - 4.46 2.99 0.16 0.47 2.23 1.08 
----------- ·-····-·----·-····-

OAS 
LAFTA 
CAFTA 
ECAFE 
ECA 
OAU 
ECU 
UAM 

Organization of American States 
Latin American Free Trade Association 
Central American Free Trade and Economic Integration Agreements 
Economic Commission for Asia and the Far East 
Economic Commission for Africa 
Organization of African Unity 
Equatorial Customs Union 
Union of African and Malagasy States 
Ordinary member X 

PX 
XA 
xo 

Countries which acceded provisionally 
"Associated member" including also countries members under special status and on a de facto basis 
Observers 

a Excluding the sterling countries and territories of the Middle East (1.16 per cent of world exports in 1961) 
of which some are not given Commonwealth preference-but including Canada, which forms part of the 
Commonwealth preference area. The listed dependent territories are shown as associated members. 
Some smaller trading areas had to be disregarded for a lack of the relevant statistics. 

b Three countries maintain special relationship with the organization: Algeria, Morocco, Tunisia. 
c Five countries have recently participated in a consultative capacity: Spain, Switzerland, western Germany; 

Hungary, Poland. 
a Fifteen countries have recently participated in a consultative capacity: Austria, Belgium, Denmark, Italy, 

Norway, Sweden, Switzerland, western Germany, Yugoslavia; Czechoslovakia, Hungary, Poland, Ro
mania; Canada; Israel. 

e In addition to the six listed countries and territories: Basutoland, Bechuanaland Protectorate, Fernando 
Po, Gambia, Mauritius Rio Muni, and Swaziland. Two C<Juntries have recently participated in a consul
tative capacity: Switzerland, western Germany. 

I Switzerland's participation in a consultative capacity de facto covers a broad range of the organization's 
activity. 

g Albania has not attended meetings since 1960. 
h Trade balance (3rd C<Jlumn) calculated from imports, f.o.b. 
' Including exports of foreign aid. 
j 1960. 
k Participation of these countries as observers was irregular in 1960 and 1961. 
I Combined total for China (mainland), Mongolia, North Korea and North Viet-Nam shown under China 

(mainiand)-excluding mutual trade of these countries. 
m Federation of Malaya, Singapore, North Borneo and Sarawak. 
n Excluding trade with one another of Central African Republic, Chad, Congo (Brazzaville) and Gabon. 
0 1959. 
P Excluding trade with one another of Kenya, Tanganyika and Uganda. 
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Annex 2 

NOTE ON POST-WAR DEVELOPMENTS IN EAST-WEST EUROPEAN TRAD£1 

1. Table 1 shows that the share of eastern Europe 2 

in world trade declined from about 8 per cent imme
diately before the war to just over 5 per cent in 1948,3 

and that the share of western Europe in world trade 
declined relatively less. The reduction in eastern 
Europe's share in world trade was concentrated on 
eastern Germany 4 in the same way as western 
Germany accounted for most of the shrinking in 
western Europe's share in world trade. Among the 
eastern European countries only the Soviet Union 
and Poland had in 1948 a higher share in world trade 
than in 1938. The sharp contractionofeasternEurope's 
foreign trade followed from the fact that these coun
tries on the whole suffered more from the war than 
most western European countries and, of course, the 
rest of the world (except Japan). 

2. In the early post-war period all the eastern 
European countries except the Soviet Union experienced 
revolutionary changes in their political and economic 
systems which contributed to bring about spectacular 
changes in the world trade pattern. The close political 
ties established between these countries, now com
monly termed the "centrally-planned economies", 
were followed by a concentration of their foreign trade 
on trade within the group to such an extent that it 
became relevant to speak about the creation of a 
"second world market". The delayed recovery to 
their pre-war share in world trade was followed by a 
rapid increase as reorientation of their foreign trade 
was completed. The increase was particularly rapid in 
the Soviet Union, which immediately before the war 

'This note is purely descriptive; its main purpose being to give 
a comprehensive statistical picture of east-west European trade 
during the post-war period. The tables and charts included in the 
note are in most cases material already presented in the articles on 
Recent developments in trade between eastern and western European 
countries published annually in the United Nations Economic 
Bulletin for Europe. The statistical picture has, however, been com· 
pleted and amplified in the present note, particularly with the view 
to producing consistent time-series. 

• Unless otherwise stated, the group of centrally-planned econo
mies in eastern Europe includes the following countries: Albania, 
Bulgaria, Czechoslovakia, eastern Germany, Hungary, Poland, 
Romania and the Soviet Union. (Yugoslavia is included in western 
Europe during the whole period studied and trade between eastern 
and western Germany is excluded throughout.) Other centrally· 
planned economies are: mainland China, Mongolia, North Korea 
and North Viet-Nam. In more recent years Cuba has also been 
included in this group in trade statistics of some of the eastern 
European countries, a practice not followed by the UN. 

• Table 1 is based on the United Nations Yearbook of International 
Trade Statistics 1961 (Sales No. 62.XVII.8). However, whereas the 
figure given in that source for eastern European exports in 1938 
includes an estimate for eastern Germany, no corresponding adjust· 
ment has been made there in the case of eastern European im· 
ports. An appropriate adjustment has been made by the ECE 
secretariat. 

• The substantial reparation deliveries from eastern Germany to 
the Soviet Union during the early post-war years are not included in 
trade statistics. 

had participated in the international division of labour 
only to a very small extent. 

3. The centrally-planned economies in eastern 
Europe expanded foreign trade between 1948 and 1962 
significantly faster than any other group of countries. 
They regained their pre-war share in world trade in 
1953 and accounted for as much as 11 per cent of 
world trade by 1962. The shift in geographical dis
tribution from pre-war to 1953 has been broadly 
maintained. 

4. Whereas before the war these countries traded 
primarily with western Europe and intra-trade 
accounted for at most one-seventh of their total trade. 
now they trade mainly among themselves {about 
two-thirds of the total) and trade with western Europe 
amounts to only about one-sixth of the total. Table 1 
indicates that the progressive concentration of eastern 
Europe's trade on exchanges within the region had 
started before 1948 and continued unabated until1953. 
This period was further characterized by a rapid 
expansion in trade with the Asian centrally-planned 
economies and a drastic reduction in trade with 
western Europe and the rest of the world. 5 

5. As Table 2 shows, the concentration of intra
trade during the following years tended to fall and 
reached a minimum in 1956, largely due to the ex
pansion of trade with western Europe. Between 1956 
and 1962 there has again been an increasing con
centration on intra-trade, largely reflecting the drastic 
contraction of trade with mainland China. During 
this period the share of western Europe in total 
eastern European exports tended to fall while there 
occurred a significant increase in the share of under
developed countries. Western Europe's share in total 
eastern European imports on the other hand remained 
more or less constant, apart from a certain drop in 
1959. 

6. Value, volume and unit value indices for 
western European imports from and exports to eastern 
Europe during the period 1948 to 1962 are shown in 
Chart J.6 From the end of the war and up to 1948 
east-west European trade had recovered fast without, 
however, reaching a very high volume. It has been 

• The most dramatic shifts in intra-European trade relations 
between 1948 and 1950 were the rupture of trade relations between 
eastern Europe and Yugoslavia and the reorientation of Czecho
slovakia's foreign trade. 

• The indices are based on western European trade statistics. The 
volume and unit value indices, calculated by the ECE secretariat, 
are those published in the annual ECE Bulletin articles on develop
ments in east-west European trade. (In view of the large shifts in the 
commodity composition of this trade the indices are based on 
moving quantity-weights.) 
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estimated 7 that in 1948 the volume of western Euro
pean imports from eastern European countries was 
about two-fifths of the 1938 volume, and that the 
volume of western European exports to eastern Europe 
was about one-half of the 1938 volume. Between 1948 
and 1952 the volume of western European imports 
from eastern Europe was reduced by approximately 
one-fourth, whereas the volume of western European 
exports hardly changed, thus continuing the earlier 
development towards a closer balance in the volume
exchange. 

7. The main reason for the change in the volume 
balance between pre-war and 1952 was the improve
ment in eastern Europe's price terms of trade with 
western Europe. Despite a subsequent reversal in the 
terms oftrade the volume of western European exports 
to eastern Europe continued to grow faster than the 
import volume up to 1954. As will be shown below, 
eastern Europe had in the years 1953 to 1955 excep
tionally high import requirements for food to improve 
consumption standards, particularly in eastern Ger
many and Czechoslovakia. 

8. Between the trough in 1952 and the latest full 
year for which data are available-1962-the volume 
of western European imports from eastern Europe 
increased faster than the volume of western European 
exports, whereas in value terms the development was 
the opposite, 8 reflecting a substantial deterioration in 
eastern Europe's price terms of trade, by about one
fifth, and also a substantial deterioration in eastern 
Europe's trade balance with western Europe. In 1952 
the value of western European exports to eastern 
European countries amounted to 74 per cent of the 
c.i.f. import value, but in 1962 the coverage had in
creased to 93 per cent. 9 

I. TRADE BY COUNTRIES10 

9. Immediately after the war and up to 1949 the 
United Kingdom, Sweden, Switzerland and Yugo
slavia had been the biggest exporters to eastern 
Europe (in 1947 the United Kingdom alone accounted 
for about one-fifth of the total). As Chart II (a) and 
(b) shows, the following years witnessed an abrupt 
change in Jhe country composition of this flow: 
Yugoslavia's trade with eastern Europe disappeared 
completely and the share of the United Kingdom in 
the export trade fell drastically whereas Finland 
emerged as the biggest exporter (reparation deliveries 
not included) a position that this country maintained 
until 1955. 

' See for example, United Nations, Economic Bulletin for Europe, 
Vol. 5, No. 2, page 27. 

• Incomplete data indicate that in 1963 western European imports 
increased substantially faster than exports both in value and in 
volume terms. 

• Before the war western European exports had covered about 60 
per cent of the import value. 

•• Table 3 gives annual data on trade of individual western 
European countries with each eastern European country during 
the whole period 1950 to !962. 

10. The share of the three Scandinavian countries 
Denmark, Norway and Sweden in east-west European 
trade reached its peak in 1951, largely owing to their 
dependence on Polish coal and the high coal prices 
prevailing then, but also to the Swedish deliveries on 
credit terms to the Soviet Union. During the following 
years the relative importance of these three countries in 
east-west European trade has gradually diminished. 

11. The rapid expansion in total east-west Euro
pean trade since 1954-1955 has been largely concen
trated on western Germany (trade with eastern 
Germany is not included), Italy, Yugoslavia and 
(exclusively on the export side) the United Kingdom. 
As will be shown below, the growing concentration of 
east-west European trade on the major industrial 
countries in western Europe reflects the shift in eastern 
European imports towards steel and machinery and 
industrial equipment. 

12. The distribution of east-west European trade 
among eastern European countries also changed 
drastically over the period [see Chart II (c) and (d)]. 
Immediately after the war Czechoslovakia and Poland 
had the closest trading relations with western Europe. 
Czechoslovakia's trade with western Europe was, 
however, reduced between 1947 and 1953 by about 
two-thirds, whereas Polish trade-based on high 
western European import requirements of coal in 
these years-was better maintained. Between 1950 and 
1962 the combined share of these two countries in 
total east-west European trade declined from almost 
60 per cent to about 30 per cent. 

13. The share of the Soviet Union both in exports 
and imports, on the other hand, increased steeply 
between 1950 and 1952-1953 and continued to grow
albeit at a lower rate-throughout the period. The 
share of eastern Germany in total east-west European 
trade grew up to 1954-1955 but has thereafter tended 
to fall, whereas Bulgaria and Romania on the whole 
have increased their shares of this trade. 

II. CoMMODITY cowosiTION 

14. The commodity composition, in value terms, 
of east-west European trade during the period 1950 to 
1962 is shown in Tables 4 and 5 and in Chart m (a) 
and (b). Throughout that period western European 
imports from eastern Europe have been heavily con
centrated on food, fuels and crude materials. The 
precipitous drop in the share of manufactures in this 
flow between 1950 and 1952, reflected partly price 
increases on coal and grain and partly the declining 
share of Czechoslovakia. As a matter of fact, the share 
of manufactures in western European imports from 
eastern Europe was higher still during the years before 
1950, that is before the drastic reorientation of 
Czechoslovak trade had become effective. 

15. Within the broad group of food, fuels and 
crude materials a significant shift occurred between 
1950 and 1962 away from cereals and coal and to 
timber, petroleum and base metals. The share of the 
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latter three commodity groups in the value of western 
European imports from eastern Europe increased 
from less than 9 per cent in 1950 to 36 per cent in 
1962, whereas the combined share for cereals and coal 
declined from 34 per cent (42 per cent in 1951) to 14 
per cent. 

16. Within western European exports to eastern 
Europe only two commodity groups identified in 
Chart III (b) increased their share in the total, namely 
base metals and chemicals. Their combined share 
grew from 17 per cent in 1950 to 30 per cent in 1962, 
in both cases reflecting relative scarcities in eastern 
Europe and a certain overcapacity in western Europe, 
following the faster growth of demand in the former 
area. 

17. The share of crude materials and of manu
factures other than chemicals and engineering goods 
tended to fall-from 34 per cent in 1950, to 21 per cent 
in 1962-reflecting in the one case price changes and 
in the other changing priorities in eastern Europe. 
Thus the share of the remaining commodity groups
food and engineering goods stayed the same in 1962 as 
in 1950. However, the chart shows that in 1953 and 
1954 the share of food in western European exports to 
eastern European countries increased steeply, to reach 
about 28 per cent in the latter year whereas the share 
of machinery underwent an almost commensurate 
shrinking. This shift was caused by two factors: one 
was the political tension following the Korean War 
and reflected in a tightening of western strategic 
export controls (affecting mainly certain types of 
machinery), the other was the exceptionally high 
eastern European import requirements of food parti
cularly meat, butter and grain. It is difficult to strike a 
balance between these two factors. However, as was 
shown in Chart I, western European exports increased 
considerably faster between 1950 and 1954, both in 
value and in volume terms than eastern European 
exports, which indicates that probably the eastern 
European food import requirements meant relatively 
more for the decline in the share of engineering goods 
than did the strategic controls. 

III. TRADE IN SELECfED COMMODITIES 

18. Before the war the western European countries 
had imported an annual average of almost 4 million 
tons of cereals from eastern Europe (constituting 17 
per cent of gross imports of cereals) chiefly wheat and 
maize from the Soviet Union and Romania but also 
some quantities of rye and barley from Poland. After 
the war such shipments started in 1948 and reached in 
the following year about 2 million tons (mainly wheat 
and maize from the Soviet Union). However, the 
amount of grain available in eastern Europe for export 
to western Europe gradually diminished-partly as a 
result of the high import requirements of Eastern 
Germany and Czechoslovakia-and deliveries to 
western Europe fluctuated during the period 1953-1958 
around an annual average of less than 1.2 million 

tons.U During the years 1954 to 1957 there were in 
fact substantial exports of wheat and barley from 
western Europe to eastern Europe; in the year 1955, 
when eastern European deliveries reached their lowest 
level of 0.9 million tons (including wheat flour l.l 
million tons), exports in the opposite direction reached 
about 0.6 million tons (including wheat flour 0.8 
million tons). 

19. Starting in 1959 there was, however, a fresh 
expansion in eastern European exports of cereals to 
western European countries-starting with wheat from 
the Soviet Union and followed by maize from Romania 
-reaching a peak of 2.9 million tons in 1961. In the 
most recent years such shipments have again tended 
to fall and in 1963 eastern Europe was constrained to 
import huge quantities of wheat, largely from North 
America and Australia.12 

20. The Soviet Union was before the war the chief 
supplier of softwood to western Europe, and also 
Poland, Czechoslovakia and Romania had supplied 
significant quantities of coniferous roundwood and 
sawnwood to western European countries. In the early 
post-war years exportable surpluses in the Soviet Union 
and other eastern European countries were severely 
limited by the heavy reconstruction requirements. In 
fact, up to 1953 eastern Europe probably was a net 
importer of timber from western Europe, if the timber 
content of Soviet imports of pre-fabricated houses 
from Finland is taken into account. 

21. The declining market for pitprops and techno
logical changes in the building industry have tended 
to slow down the growth of demand for both 
roundwood and sawnwood in western Europe. Total 
imports of sawn softwood into western European 
countries amounted in the years 1936-1938 to an 
annual average of about 3.9 million standards, of 
which over one-third was supplied by eastern 
European countries. By 1962 total imports had 
increased to 4.4 million standards, of which one
fourth from eastern Europe. Despite the extremely 
rapid expansion of eastern European exports of 
sawnwood to western European countries (particu
larly since the low point in 1951, when eastern 
Europe accounted for merely 6 per cent of total 
western European imports) deliveries at 1.1 million 
standards remained even in 1962 below the pre-war 
average (see Tables 7 and 12). 

22. Eastern European exports of coniferous round
wood to western European countries before the war 
amounted to about 7 million cubic metres. Such 
deliveries remained up to 1953 below one million 
cubic metres but have subsequently increased fast, to 
reach a volume of almost 4 million cubic metres in 
1962, accounting for about one-fifth of total western 
European imports compared with a pre-war proportion 
of over one-half. 

11 See Table 6. Wheat flour is not included. (Also consult Table 
12.) 

"In 1955 and 1956 there had also been substantial imports of 
wheat from overseas countries (mainly Canada) into eastern Europe. 
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23. Eastern European exports of solid fuels (coal, 
coke and lignite added ton for ton) already by 1948 
surpassed the pre-war volume even if due account is 
taken of the frontier changes (Silesian coal-fields 
included in post-war Poland). From the peak reached 
in 1949 such deliveries declined steeply up to 1954, as a 
result of lower exportable surpluses in Poland and 
Czechoslovakia and the availability of cheaper 
American coal. Imports into western Europe from the 
United States reached 21 million tons in 1950 and 
20 million tons in 1951. Western European solid fuel 
imports from eastern Europe have subsequently in
creased, and at 17.6 million tons in 1962 were some 50 
per cent higher than before the war. However, these 
imports played a minor role in helping western 
Europe to overcome the fuel crises during the upswing 
of 1955 to 1957: instead imports from the United 
States increased from 8 million tons in 1952 to 43 
million tons in 1957. Among the eastern European 
countries Poland remains the major coal exporter to 
western Europe but most of the recent increase in the 
trade is due to the emergence of the Soviet Union as a 
coal exporter-6 million tons in 1962, compared with 
0.5 million tons before the war and in 1953-54 (see 
Table 8). 

24. During the period 1936 to 1938 western Europe 
imported an annual average of about 1.2 million tons 
of petroleum from eastern Europe, almost exclusively 
from Romania. After the war this quantity was reached 
only in 1953, and again consisted overwhelmingly of 
petroleum products from Romania. Since then the 
expansion has been rapid, and in 1962 a volume of 
some 22 million tons was reached, of which Romania 
accounted for 2 million tons of refined petroleum and 
the Soviet Union for 10 million tons of crude and 
9 million tons of refined-mainly fuel and diesel oils 
(see Table 9). 

25. This expansion was achieved at the cost of a 
substantial reduction in Soviet export prices and 
despite determined opposition from the international 
oil companies. It is significant that most of the Soviet 
crude petroleum is exported to the Italian State-owned 
petroleum company ENI, to a co-operative refinery in 
western Germany and to Finland, and that the bulk 
of the Soviet petroleum products is handled by coal 
importers in the western European countries. 

26. Eastern European exports of iron and steel to 
western European countries, which in 1947 and 1948 
had approached the pre-war volume (largely deliveries 
from Czechoslovakia) fell subsequently up to 1953. 
Thereafter such exports have increased steeply, apart 
from dips in 1957-1958 and in 1961, in the case of pig 
iron from virtually nothing to about 1. 7 million tons in 
1962, and in the case of crude and semi-finished steel 
from about 100,000 tons to 750,000 tons in 1962 (see 
Table 10). 

27. Western European exports of iron and steel to 
eastern European countries increased steeply also 
during the years when deliveries in the opposite direc
tion fell. From 200,000 tons in 1950-1951 these 

exports increased to 2.3 million tons in 1962 (see 
Table 11). In the latter year the f.o.b. value of western 
European steel exports to eastern Europe was more 
than twice as high as the c.i.f. value of the iron and 
steel imports from eastern Europe, although the ton
nage was lower. This reflects the high proportion of 
pig iron in western European imports and the high 
proportion of tubes, plates and other more processed 
types of steel in western European exports. 

28. Western European exports of machinery and 
industrial equipment declined from $210 milli0n in 
1950 to $130 million in 1955 or about $100 million in 
terms of 1950 prices. There were several reasons for 
this abrupt contraction, apart from the tightening of 
strategic exports controls in 1950-1951. (In 1954 these 
controls were again relaxed considerably.) The greater 
part of the reduction referred to exports to Czecho
slovakia and Poland. As was mentioned above, 
Czechoslovakia had in the years 1953 to 1955 excep
tional import requirements of food, and also suffered 
a setback in coal exports, both factors reducing the 
amount of currencies available for other imports. In 
addition the Czechoslovak engineering industry in~ 
creased its output fast during these years. 

29. The reduction in Polish imports of machinery 
followed directly from the steep decline in coal export 
earnings, partly because there were a number of 
bilateral agreements for the exchange of coal against 
machinery. Western European exports to the Soviet 
Union fell only in 1951 and 1952, largely because a 
big order from the United Kingdom was delivered in 
1950. Swedish credit deliveries reached their peak 
in 1952 and 1953, and declined steeply in 1954, whereas 
Finnish commercial deliveries of machinery increased 
steeply between 1950 and 1953 partly because of the 
gradual decline in reparation deliveries. 

30. Since 1956 western European machinery ex
ports to eastern European countries have increased 
steeply, in particular to the Soviet Union. The chief 
reason for this expansion is the drive to modernize 
eastern European industries and in particular the 
chemical and certain light industries-food, paper, 
etc. (see Table 13). 

31. Throughout the period western European ~ 
deliveries of ships to eastern Europe (mainly to the 
Soviet Union) have been high. In the early Fifties 
Finland was the chief supplier, first in the form of 
reparations but from 1952-1953 through commercial 
exports. However, the relaxation in 1954 of the strategic 
controls which had limited the speed and size of 
ships for delivery to eastern Europe, resulted in a flow 
of Soviet orders to western Germany, France and the 
United Kingdom. Deliveries of these ships reached a 
peak in 1956. During the ensuing shipbuilding boom, 
western European shipyards (apart from Finnish) 
became reluctant to take new Soviet orders; and 
deliveries fell abruptly up to 1958-1959, leaving 
Finland the main exporter of ships. Since then the 
other western European countries have again increased 
ship exports but now not only to the Soviet Union but 
also to other eastern European countries. 



Exporter 

Eastern Europe and 
Soviet Union 

1938 
1948 
1953 
1956 
1960 
1961 
1962 

Western Europe 
1938 
1948 
1953 
1956 
1960 
1961 
1962 

Centrally-planned 
Asia0 

1938 
1948 
1953 
1956 
1960 
1961 
1962 
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!!Astern 
Europe 

and Soviet 
Union 

11 
24 
53 
47 
63 
68 
73 

39 
15 
9 

13 
17 
17 
18 

1 
1 
9 

11 
11 
7 
5* 

TABLES 1 TO 13 

TABLE 1 

The share of Europe in world trade 

Per thousand distribution of exports 

Destination Destination 

Eastern 
Centrally- Europe Centrally-

Western planned All other and Soviet Western planned All other 
Europe Asiaa countriesb World Exporter Union Europe Asi<P countries0 World 

All other 
countries~> 

57 2 14 84 1938 23 214 21 247 504 
21 3 7 55 1948 10 240 8 365 623 
12 13 4 82 1953 3 175 2 374 554 
16 12 7 82 1956 5 185 2 339 531 
18 11 10 102 1960 10 169 2 299 480 
19 6 13 106 1961 12 162 5 292 471 
19 4* 15 111 1962 12 160 4 291 467 

World 
218 4 133 394 1938 73 493 27 407 1000 
151 1 146 313 1948 50 413 12 525 1000 
185 1 155 350 1953 74 373 16 537 1 000 
204 2 152 371 1956 76 406 16 502 1000 
229 3 153 402 1960 101 418 16 465 1000 
247 1 147 412 1961 104 429 12 455 1000 
256 1 137 412 1962 108 436 9 447 1000 

4 13 18 
1 7 9 Sources: United Nations Yearbook of International Trade Statistics, 1961 

1 4 14 
(Summary Table B) and United Nations Monthly Bulletino/Statistlcs,June 1963 
(Speeial Table C). Data for 1938 in the first source have been adjusted by the 

1 4 16 ECE Secretariat. 

2 3 16 
a Mainland China, Mongolia, North Korea. North Viet-Nam. 

1 3 11 
1 4 10 b Residual, including exports unspecified by destination. 

TABLE 2 

Percentage share of intra-trade and of east-west European 
trade in total trade of eastern and western Europe 

Eastern Europe 

Trade with with 
Intra-trade western Europe Intra-trade eastern Europe ----

Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. 

1938 15 13 55' 70 44 55 11.6 9.9 
1948 49 44 31 37 37 48 5.1 4.8 
1953 72 67 13 14 50 53 3.2 2.7 
1956 62 57 17 20 50 55 3.9 3.4 
1959 63 62 15 17 54 54 4.5 3.8 
1962 67 65 17 17 59 62 4.4 4.4 

Source : As for Table l. 
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Belgium• UTes tern 
Austria Luxembourg Denmark0 Finland France Germany 

Year lmp. Exp. lmp. Exp. lmp. Exp. lmp. Exp. Imp. Exp. Imp. Exp. 

1950 1.7 1.9 0.2 0.5 0.1 0.1 0.4 0.2 0.4 0.4 1.3 3.9 
1951 1.3 0.7 0.3 0.1 0.3 - 0.3 0.2 0.9 0.4 2.4 0.7 
1952 4.2 4.6 0.6 0.6 0.7 0.2 0.4 0.6 0.7 3.4 1.5 
1953 6.2 7.5 2.7 2.5 0.1 0.1 0.3 0.7 1.2 1.9 5.0 2.7 
1954 5.2 3.1 1.8 1.1 - 0.2 1.2 0.5 0.7 0.7 8.5 4.3 

'l 1955 2.8 4.4 0.4 0.8 - 0.8 0.8 0.8 0.8 4.0 4.8 
1956 5.2 6.0 1.2 1.2 - - 0.8 0.8 2.8 3.6 8.0 6.8 

'a 1957 5.6 7.2 0.8 2.0 - 0.4 0.8 0.4 3.6 3.6 8.8 14.4 
c::l 1958 4.4 4.4 1.2 2.4 0.4 0.4 0.8 6.0 4.8 13.6 14.0 

1959 6.4 10.0 0.8 4.8 - 0.8 0.8 0.4 2.8 7.6 15.2 40.8 
1960 7.6 8.0 2.0 4.8 - 0.4 0.8 0.4 4.0 7.2 19.6 29.2 
1961 6.4 12.4 2.4 3.2 0.4 0.8 0.4 0.4 4.4 12.0 23.6 18.0 
1962 7.2 13.2 3.2 5.2 0.4 0.4 0.8 0.4 9.2 10.0 26.8 24.4 

I 1950 18.7 18.6 Il.8 18.3 7.5 4.4 8.0 2.6 12.8 12.1 25.0 18.2 

~ 
1951 21.6 24.0 8.5 17.2 2.1 5.2 7.0 4.5 8.3 10.0 17.0 20.9 ., 1952 20.3 19.6 8.0 8.1 2.9 1.8 11.5 2.4 6.2 6.4 18.2 8.1 ... .! 1953 to. I 9.3 6.2 3.9 1.9 2.2 17.2 3.7 4.4 2.2 15.6 7.8 .s 1 c: 1954 8.6 1.5 5.8 8.0 3.0 11.4 18.1 4.6 5.8 6.5 14.7 10.1 

.9 Q 1955 15.2 10.8 7.2 8.8 5.6 5.6 20.8 8.0 12.4 6.4 28.4 15.2 
1ii 1 1956 17.6 19.2 10.8 9.6 8.0 4.4 20.4 9.6 10.0 7.6 ' 46.4 38.0 .e 1 1957 18.8 22.8 11.6 10.0 6.8 7.6 25.6 13.2 13.6 11.61 48.8 55.2 ti ., a 1958 18.4 18.8 9.6 Il.2 7.2 4.4 8.8 9.2 18.4 17.6 49.2 61.2 '0 
'0 1959 20.8 18.4 10.8 14.0 7.2 7.2 11.6 6.0 13.2 15.6 56.4 60.0 
c: 1960 22.8 29.6 12.8 23.2 8.8 6.4 12.0 9.2 11.2 16.8 61.6 65.2 o:s 

"' 1961 23.2 32.0 13.6 24.8 9.2 10.8 12.0 11.2 15.2 24.0 62.0 76.4 t: 
0 1962 25.2 30.8 11.6 20.4 10.4 6.8 12.8 9.6 14.8 25.6 66.0 75.2 
0.. 
.§ 
.... 1950 2.8 2.9 2.5 2.8 10.7 6.7 5.7 1.0 0.4 0.3 (101.8) (79.1) .s 1951 7.4 4.1 2.8 3.5 13.9 16.6 5.5 1.8 1.5 0.3 (34.5) (35.4) c: 1952 8.2 5.7 3.4 3.9 16.9 12.5 8.5 2.9 6.0 2.9 (30.3) (39.5) 'Ch ·c f:' 1953 8.0 9.2 5.9 7.0 12.8 14.3 13.1 8.0 2.2 2.8 (67.6) (60.7) 
0 "' 1954 7.4 10.1 5.9 6.7 13.6 23.9 19.9 11.8 2.3 5.8 (101.6) (102.3) .... e 0 1955 12.0 12.0 6.4 7.6 15.2 14.0 22.8 17.2 2.4 5.6 (137.2) (125.2) 

~ 
., 
"' 1956 12.0 17.6 7.6 6.8 14.4 11.6 20.8 16.8 3.2 5.6 (154.8) (168.8) 

::I E 1957 15.2 17.2 8.4 4.8 12.0 9.2 22.8 16.0 5.6 7.2 (194.8) (202.0) 

8 i 1958 15.2 15.2 10.0 9.2 14.4 12.0 12.8 13.6 7.2 6.4 (204.4) (191.6) 

[.;1;.1 1959 15.6 15.6 12.8 8.4 14.8 14.8 14.4 10.8 7.2 7.4 (212.8) (260.8) 
1960 19.2 20.0 15.6 12.0 14.4 16.4 14.4 13.2 6.8 14.0 (266.4) (228.8) 
1961 18.8 23.6 14.0 11.6 16.0 12.4 16.4 14.8 8.4 21.6 (234.0) (216.8) 
1962 18.8 15.6 16.8 13.6 16.4 22.0 16.8 12.4 8.4 16.0 (228.8) (213.6) 

1950 9.3 11.1 4.4 8.5 1.7 1.2 1.9 1.2 2.1 3.1 24.1 31.4 
1951 13.1 7.1 2.4 7.6 1.5 1.2 2.0 2.2 2.0 3.8 19.5 17.4 
1952 11.3 10.0 3.2 6.3 1.1 0.7 1.5 1.6 3.1 4.1 14.5 15.5 
1953 5.1 6.9 2.6 6.1 1.5 2.0 3.8 3.0 1.9 3.2 10.8 16.3 

i 
1954 14.0 11.8 1.4 9.7 1.7 2.2 4.9 3.4 2.3 12.3 15.8 23.6 
1955 19.6 15.2 3.6 10.4 2.0 2.0 6.8 6.0 3.2 30.8 20.8 34.8 

c 1956 19.2 19.6 2.8 7.6 2.4 2.0 6.8 7.2 3.2 16.4 34.4 23.6 

:t 1957 15.2 23.6 2.8 4.4 2.4 1.6 6.0 7.2 4.0 21.2 25.2 24.8 
1958 20.4 19.6 3.6 5.2 2.4 1.6 2.8 4.4 6.8 10.8 30.4 28.8 
1959 23.6 26.0 4.8 7.6 2.8 2.8 2.8 3.2 7.2 13.6 42.4 36.0 
1960 26.8 26.8 4.8 12.0 2.8 2.0 3.2 3.6 8.0 18.4 I 44.4 52.8 
1961 21.2 26.0 4.0 9.2 2.8 2.4 4.0 4.4 7.2 21.61 47.2 50.8 
1962 29.6 28.4 4.8 8.8 4.4 2.8 5.2 2.8 8.0 28.0 48.8 49.6 

TAB!. 

Trade of western Europe wit 

In millioiiS of current dollar 

Greece [celand lrelandb 

Imp. Exp. Imp. Exp. Imp. Exp. 

- - - -
- - -

- -· - - - -
- 0.1 - -
0.6 0.5 - - -
0.4 0.4 - - -
1.6 1.2 - - -
3.6 2.4 - - -
3.2 2.8 - - - -
2.0 2.0 - -
2.0 2.8 - - -
3.2 2.0 - - - -
4.0 3.2 - - -

0.9 0.5 1.2 1.1 1.4 0.2 
0.5 0.3 1.2 1.1 2.6 0.1 
0.4 0.2 1.4 0.9 1.1 -
0.7 1.4 1.5 0.8 0.8 0.3 
1.6 1.3 1.9 2.8 0.8 0.3 
2.4 1.6 3.2 2.4 0.8 -
5.2 4.0 4.8 3.6 1.2 -
8.0 5.2 4.8 3.6 1.2 0.4 
8.4 5.6 6.8 4.4 1.2 0.4 
8.8 8.0 4.8 5.2 0.8 0.4 

10.4 7.2 3.2 2.4 1.2 0.4 
10.4 9.2 2.4 2.4 0.8 -
9.2 8.4 2.4 2.4 1.2 0.8 

.. . . . . .. .. . . 
- - - - 0.3 -
- - 0.4 0.4 -
1.2 2.7 1.4 1.7 0.2 
2.1 3.4 1.4 0.9 0.3 -
1.6 2.0 1.6 1.2 - -
2.4 2.8 2.4 2.0 0.4 
1.2 2.8 4.0 2.8 1.6 -
2.4 3.2 4.0 5.2 2.0 -
2.8 2.4 6.4 3.6 1.2 
1.6 2.0 3.2 2.4 1.6 -
2.8 6.8 2.0 0.8 2.0 
4.0 4.4 1.6 0.8 2.0 -
- - - 0.3 - -
- - 0.5 0.1 -
0.2 - 0.1 - -
0.4 0.9 0.1 -
0.6 0.6 - 0.1 - -
1.2 1.2 - - -
2.4 2.0 - - - -
1.2 1.2 - - - -
2.4 2.4 - 0.4 - -
2.4 3.2 - - -
5.2 5.2 ' - -
5.2 

6.41 
- -

6.0 6.4 0.4 0.4 - -



TRADE PROBLEMS BETWEEN DIFFERENT ECONOMIC AND SOCIAL SYSTEMS 

!Stern Europe and tbe Soviet Union 

nports c.i.f, exports fo.b. 

Ialy Netherlands Norway 

Imp. Exp. Imp. Exp. Imp. Exp. 

1.4 2.0 0.2 0.1 0.1 -
0.4 0.7 0.5 - - -
0.8 0.5 0.5 0.6 0.1 -
1.4 0.8 0.1 0.6 0.2 0.1 
2.0 0.8 0.2 0.5 0.1 0.1 
4.4 1.2 0.4 0.4 - -
3.6 2.0 0.8 0.8 
4.8 3.2 0.8 0.8 - -
4.8 4.0 0.8 1.2 0.4 0.4 
5.2 16.8 1.6 5.2 - 0.8 

13.f 8.0 1.2 1.6 1.2 
16.~ 9.6 2.8 1.6 0.4 2.0 
16.( 13.6 2.0 1.2 1.2 1.2 

15.f 11.4 23.1 13.4 8.8 5.6 
13.~ 13.2 14.4 12.6 4.5 4.7 
12.1 11.4 10.2 7.2 5.5 4.0 
8.~ 10.1 8.2 9.4 6.4 3.5 
9.1 7.2 13.8 15.6 7.5 5.5 

10.( 7.2 22.8 8.8 9.2 8.8 
lOJ 8.4 26.0 7.2 11.6 7.2 
l2J 8.4 16.4 10.0 8.4 7.2 
l2J 11.6 14.0 8.0 9.6 6.4 
15.:. 10.4 16.8 8.4 10.4 5.6 
B.: 17.2 18.4 10.4 9.2 7.2 
!9.:: 26.4 22.8 18.0 10.8 8.4 
33.:: 27.2 20.8 11.2 10.4 9.6 

-
- - 10.9 9.5 4.6 3.4 
0."' 0.8 10.4 13.0 6.6 6.3 
2.11 2.1 11.2 14.1 9.8 7.3 
2.ti 3.4 10.1 15.3 7.1 6.3 
4.•> 5.9 11.8 25.5 11.1 7.9 
6.0 7.6 12.0 17.6 7.2 8.0 
5.<i 5.6 13.6 16.8 10.4 8.4 
4.1! 4.0 14.0 15.6 7.2 8.8 
4.1) 4.4 11.2 14.4 7.2 9.2 
6.0 6.4 15.6 11.2 8.4 6.8 

14.4 6.8 18.8 15.6 8.0 8.4 
14.4 10.8 17.6 16.0 8.4 6.0 
ll.6 8.0 17.6 9.2 7.6 6.0 

9.3 8.5 6.9 3.6 1.1 0.7 
6.6 7.3 4.3 5.0 0.7 0.5 
8.6 5.2 2.5 3.7 0.9 1.3 
3.5 6.1 1.6 5.2 0.9 0.9 
5.5 3.7 1.5 3.2 1.0 0.9 
9.6 11.6 2.8 8.0 1.2 1.2 
9.2 12.4 4.0 3.6 1.2 0.8 
1.2 11.6 2.0 5.2 0.8 1.2 

:3.2 9.2 2.0 4.0 1.2 1.2 
.5.2 16.4 4.0 4.4 1.2 1.2 
1.9.2 22.8 4.4 5.6 2.0 1.6 
7.6 22.4 6.8 9.2 2.0 2.0 

!3.2 23.6 6.8 10.0 2.0 2.4 

Portugal Spain 

Imp. Exp. Imp. Exp. 

- - - -- - -
- - - -
- - - -
- 0.1 
- -

- -
- - - -
-
- - - 0.4 

0.8 0.8 
- 0.4 0.4 0.8 
- 0.4 1.6 0.8 

1.2 1.2 0.5 0.1 
0.8 1.0 0.3 0.1 
0.4 0.6 0.1 
0.4 0.6 - -
0.8 0.8 0.1 0.1 
0.8 1.6 - -
1.2 1.6 -
1.2 1.2 - -
1.2 1.6 2.4 1.6 
1.6 2.4 5.2 6.8 
1.2 1.6 3.6 4.8 
1.2 1.6 2.4 3.2 
1.6 1.6 2.4 2.0 

.. . . .. .. 
- 0.1 .. . . 
- 0.1 .. .. 

- . . .. 
- - .. .. 
- 0.4 - -
- -

- - -
0.4 0.4 - -
0.4 0.4 - -
0.4 0.4 
0.4 0.4 2.8 3.2 
0.4 0.4 2.0 2.0 

' - 0.1 -
- - - -
- 0.1 - -
- - -
- - 0.2 
0.4 0.8 - -
- - - -
- - -
0.4 0.4 1.2 

0.4 2.4 2.0 
- 0.4 0.8 2.4 
- 0.4 0.4 1.2 
- 0.4 0.8 1.2 

United 
Swedena Switzerland Turkey KingdomC Yugoslavia 

Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. 

0.6 0.7 0.7 1.6 0.7 1.0 0.1 0.9 -
0.1 0.2 0.7 1.2 1.2 1.4 0.2 0.7 - -
2.7 0.2 0.9 0.5 1.3 1.7 - 0.3 - -
0.2 0.1 1.1 0.8 4.4 5.1 2.1 0.4 - -
0.3 0.6 1.0 1.0 3.4 3.1 1.5 1.6 0.6 
- 0.4 1.2 1.6 4.0 2.8 1.2 2.4 1.6 0.8 
0.8 0.8 1.2 2.0 2.0 2.0 2.4 2.4 2.0 1.2 
0.4 0.4 1.2 2.4 1.6 1.6 2.0 1.2 4.4 4.0 
0.4 0.4 1.2 1.6 1.6 0.8 3.2 0.8 5.6 2.0 
0.8 2.0 0.8 2.4 0.8 1.2 4.4 5.2 4.8 8.0 
0.8 1.6 1.6 2.4 1.6 1.6 6.4 7.6 7.2 8.4 
0.8 1.2 1.6 2.4 2.0 0.8 9.2 5.2 10.0 8.4 
1.2 1.6 1.2 2.0 2.4 1.6 9.2 3.6 10.4 6.4 

21.2 19.3 21.9 23.6 13.3 10.1 24.6 12.2 - -
21.6 26.3 17.0 22.2 10.2 12.0 25.6 7.6 - -
15.5 14.7 14.5 12.7 9.4 6.1 18.2 5.8 -
9.8 5.5 11.0 7.4 13.7 10.1 21.4 5.3 -
6.0 2.9 12.0 9.3 13.7 12.8 18.5 5.0 1.1 2.9 
7.2 5.2 13.6 11.6 24.4 20.8 12.0 8.0 6.8 7.2 

12.4 8.8 16.0 15.6 20.0 17.2 15.2 7.2 12 0 8.4 
7.2 9.2 16.8 17.2 24.0 19.6 23.2 11.6 18.8 8.8 
8.4 7.6 15.2 14.8 12.4 15.2 19.2 12.0 27.6 19.6 

10.0 10.8 15.2 15.6 12.4 11.6 25.2 17.2 23.2 16.4 
11.6 12.4 14.0 15.2 11.6 14.8 31.6 21.6 26.4 25.6 
12.8 16.8 18.4 14.4 11.6 10.0 38.0 28.4 20.0 16.8 
13.2 13.6 17.6 13.6 11.6 9.2 37.2 36.0 25.6 21.2 

9.2 4.8 3.1 3.3 - - . . .. - -
18.4 12.2 6.1 5.2 8.3 0.7 - -
15.4 16.3 4.3 8.0 0.6 1.1 5.8 0.6 - -
9.9 12.4 5.2 6.9 1.4 1.4 3.2 1.6 - -

14.4 17.9 8.6 9.0 5.3 8.1 4.8 4.7 0.2 0.9 
14.0 13.6 7.2 8.0 14.8 12.4 7.2 2.0 2.4 2.0 
16.8 13.6 7.2 6.0 14.0 15.6 6.8 2.8 3.2 4.4 
14.8 20.0 5.2 5.2 14.8 19.6 8.0 4.0 7.6 10.4 
15.2 16.8 4.4 5.6 19.6 18.4 9.6 6.4 26.4 26.4 
13.6 20.8 5.2 6.0 11.2 8.8 12.8 10.0 28.8 26.8 
15.6 27.2 6.0 5.6 8.0 6.4 17.6 20.0 37.2 46.4 
16.0 20.4 6.8 6.8 6.4 4.8 18.8 23.2 37.6 30.0 
17.2 28.4 4.8 4.8 4.4 1.2 18.4 20.0 36.4 35.2 

1.0 0.6 12.1 11.3 5.7 3.8 1.0 5.1 - -
1.8 2.1 6.9 10.0 7.8 7.0 - 3.1 - -
1.8 2.7 5.2 6.2 7.5 7.2 - 2.0 - -
2.3 1.8 3.3 5.0 7.5 7.5 - 2.7 
2.6 7.9 4.1 5.5 6.9 4.8 1.1 4.5 0.9 0.9 
4.0 9.6 8.0 5.6 12.8 9.6 6.4 6.0 2.8 2.8 
4.8 4.0 10.8 3.6 6.0 6.8 9.2 5.6 6.4 6.4 
3.2 4.0 6.8 6.0 6.0 4.8 6.4 7.2 19.6 12.0 
4.4 3.6 6.8 6.4 5.2 4.4 8.8 8.4 35.6 14.0 
4.8 4.8 8.8 7.6 4.0 6.4 8.8 11.2 31.6 13.2 
6.0 6.8 7.6 7.6 5.2 6.8 12.0 12.0 36.4 20.4 
6.4 5.6 10.0 8.0 4.4 4.0 12.0 16.0 32.8 18.0 
6.8 5.2 11.2 8.0 4.4 4.0 13.2 18.8 21.2 11.2 

157 

Total of 19 
countries 

Imp. Exp. 

7.9 13.3 
8.6 6.3 

16.0 11.6 
25.0 23.4 
27.1 18.2 
22.0 21.6 
32.4 30.8 
38.4 44.0 
46.8 40.8 
48.4 108.4 
69.2 86.0 
84.8 81.2 
96.8 89.2 

217.7 172.9 
177.1 183.0 
155.9 110.0 
137.8 83.5 
142.9 114.6 
202.8 138.0 
249.6 177.6 
268.0 222.8 
250.8 231.2 
269.6 240.0 
294.8 291.2 
316.0 334.8 
327.2 325.2 

49.9 34.7 
81.9 64.6 
92.5 77.9 
84.3 93.0 

113.7 142.5 
132.8 131.2 
140.8 136.4 
147.2 147.6 
166.0 166.8 
177.2 161.2 
202.8 216.8 
209.6 213.2 
205.2 200.0 

81.1 90.5 
69.1 74.4 
61.4 66.7 
45.3 67.6 
64.3 95.3 

105.2 155.6 
122.8 121.6 
112.8 136.0 
146.8 125.6 
166.8 160.0 
188.8 207.2 
184.0 207.6 
196.8 212.0 
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Austria 

INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

Finland France 
Western 

Germany 

TABLE 

Greece Iceland Irefandb 

Year Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. 

1950 19.9 9.3 7.0 8.2 26.4 7.8 27.4 8.8 12.5 16.2 16.1 16.0 
1951 24.6 19.8 8.4 10.5 40.5 16.2 45.0 16.6 24.1 16.6 13.6 20.0 
1952 25.3 18.1 5.4 13.6 8.5 5.7 40.7 14.4 24.6 16.3 13.9 15.4 
1953 21.3 17.0 5.2 17.4 13.6 4.0 36.5 12.3 12.2 16.3 17.7 15.3 
1954 20.5 17.9 4.5 15.0 9.7 4.8 28.2 14.7 11.2 16.9 13.7 18.6 
1955 24.4 18.0 4.0 15.6 12.4 3.6 39.2 15.6 9.6 37.2 28.0 27.6 
1956 25.6 27.6 6.4 20.0 14.4 4.4 40.0 17.6 23.6 32.4 57.2 71.2 
1957 33.2 32.0 4.8 15.2 12.8 4.4 46.4 27.2 28.0 21.2 47.2 65.6 
1958 29.6 31.2 6.0 16.0 16.8 12.0 24.4 20.4 24.8 16.0 71.2 78.8 
1959 28.0 20.0 8.8 14.4 18.4 13.6 24.8 18.0 14.4 14.4 81.2 70.0 
1960 31.2 20.4 9.6 16.0 22.0 13.2 28.8 17.2 14.8 21.6 76.4 72.4 
1961 27.6 26.8 9.6 10.4 20.4 14.8 28.4 22.8 16.8 22.0 84.4 69.2 
1962 32.8 29.2 12.4 7.6 28.0 18.8 28.4 19.6 24.0 24.8 82.0 65.6 

1950 2.0 3.2 0.2 1.5 1.2 0.5 2.7 2.2 0.1 0.4 2.3 5.3 
1951 3.6 4.0 0.2 2.7 0.4 0.5 6.3 1.0 0.1 2.6 0.4 4.8 
1952 4.0 5.9 0.4 12.2 1.1 0.5 9.2 0.2 - 1.9 3.0 9.8 
1953 8.3 7.1 0.8 11.2 0.9 0.4 20.2 0.7 1.6 8.6 1.7 9.9 

·~ 1954 2.4 5.7 1.9 1.5 0.7 0.8 26.6 2.2 4.3 1.0 10.6 ll.8 
-e il 1955 6.0 3.6 1.6 3.8 0.4 0.8 26.8 5.2 6.8 7.2 10.8 13.2 
g_ ] 1956 6.4 6.8 2.0 1.6 0.8 0.4 18.8 3.6 7.2 4.4 14.4 12.0 
~ .... 1957 6.4 5.6 2.0 1.6 1.2 1.6 8.4 7.2 12.0 8.8 23.6 17.2 
"' 1958 6.0 4.4 1.2 1.2 0.4 0.4 5.2 2.4 16.0 14.0 29.2 22.4 
.E 1959 4.8 5.2 3.2 3.2 0.4 0.4 1.6 2.0 14.8 8.8 24.8 16.4 
.§ 1960 10.0 10.0 3.6 6.8 - 0.8 4.0 2.8 14.4 25.2 42.0 35.6 
«i 1961 11.6 12.4 7.2 5.2 0.8 1.2 5.6 3.6 17.2 23.6 52.4 58.0 
.e 1962 13.6 16.8 5.6 5.6 o.4 4.8 3.2 2.8 22.0 2o.8 62.o 82.0 

2.5 2.1 2.8 
2.2 2.3 3~6 -
2.3 1.3 0.3 -

1.1 1.5 1.6 0. 7 
0.8 1.0 1.3 1.1 -
0.4 0.4 2.0 1.2 - -

0.8 1.6 0.8 
1.2 0.8 2.0 1.2 - -
3.6 3.2 2.0 2.4 1.2 Oi 
4.8 4.0 2.0 1.2 2.0 -
4.4 6.4 1.6 0.4 2.0 -
4.8 7.6 1.6 1.6 6.0 0.< 
5.6 5.6 2.4 1.2 5.2 OJ 

0.4 -
0.1 - -
0.1 - -

0.3 0.1 - -
2.1 0.3 -
5.2 0.8 - - j 2.8 -
5.2 2.4 
5.2 2.8 
6.0 3.6 - -
5.2 2.0 -
3.2 2.4 -
4.0 2.4 - -
6.0 2.8 0.4 0.4 -

~1--~----+-------~------~----~-----------T--------+-----------r-----~------r-----
~ 1950 54.4 47.0 26.1 39.8 47.6 20.7 46.1 16.0 28.3 32.5 68.8 74.8 1.3 0.5 3.7 3.5 4.2 o.: 
§ C> :~~i i~:~ ~N itg 1!:~ ~t~ ~n ~t~ ~t~ ~g:~ ~n ~~:~ ~~:~ Z:~ Z:j g ~:~ ¥:~ ~: 
t g. 1953 59.0 57.0 23.4 48.1 30.8 23.0 91.1 28.4 23.5 35.0 50.8 52.0 3.7 6.7 4.6 3.2 1.0 o.: 

.8
&_ ~ 1954 58.1 56.1 21.3 42.0 28.7 43.3 98.9 37.2 26.6 43.2 63.3 68.4 7.8 7.1 4.6 4.9 1.1 o.: 

1955 80.0 64.0 23.2 46.8 35.6 26.0 j' 117.2 52.8 35.2 88.0 92.0 95.6 11.2 6.4 10.8 4.8 3.6 -
.. i8,_ 1956 86.0 96.8 30.8 46.8 40.0 22.8 107.6 55.6 50.0 70.0 160.4 151.6 16.8 13.2 8.8 6.4 1.6 -
.2 •. 1957 94.4 108.4 30.4 38.0 35.2 24.8 110.0 71.2 66.8 73.6 153.6 177.2 20.4 15.2 10.8 7.6 2.8 0; 
·~ 1958 94.0 93.6 31.6 45.2 41.2 30.8 54.4 50.8 79.2 69.6 193.6 205.2 26.0 20.8 12.8 12.4 4.4 o.: 
'§ 1i 1959 99.2 95.2 41.2 52.4 43.6 39.6 56.0 40.4 59.6 68.4 220.0 223.6 26.0 21.6 13.2 10.0 4.0 0.• 

~ 1960 117.6 114.4 48.4 74.8 48.0 39.2 63.2 46.4 59.2 104.8 244.0 255.6 26.8 26.0 8.0 5.2 4.8 0.· 
'0 1961 108.8 133.2 50.8 64.4 49.6 42.4 66.8 57.2 69.2 125.2 269.6 272.8 30.4 34.4 6.0 4.8 8.8 0.· 
~ 1962 127.2 134.0 54.4 61.2 60.0 55.6 67.2 47.6 86.4 129.2 285.6 297.6 34.8 30.8 7.2 5.2 8.4 J.t 
g I--~-1-95-0-+--------~1-0.-9_2_0-.5~-4.-4--1-.1~-2-3-.7----2-7.-1-T--4-.9---2-.-6+---0-.2------~------r-----~------
u 1951 - 16.8 13.3 10.0 0.2 41.4 67.6 13.7 4.8 0.4 

1952 0.1 0.3 11.6 14.8 11.7 12.5 81.6 119.3 18.1 6.5 4.0 
1953 1.5 16.7 16.5 9.3 20.9 89.6 145.5 16.9 16.1 15.7 
1954 1.4 1.5 28.0 24.2 15.6 18.3 83.4 146.5 40.2 31.0 22.2 
1955 4.0 5.6 29.2 16.8 8.4 10.0 86.8 138.0 48.4 34.8 35.6 
1956 7.2 14.0 36.0 31.6 7.6 6.0 109.6 148.4 65.6 39.2 53.2 
1957 21.6 27.6 34.8 28.4 14.0 10.0 156.0 163.2 66.8 44.8 72.7 
1958 22.0 20.4 25.2 17.6 16.4 13.2 129.2 133.6 94.8 75.6 72.4 I~ 
1959 29.6 33.6 32.8 7.6 27.6 14.8 147.2 140.0 101.2 90.0 105.6 
1960 40.4 39.2 27.2 18.8 28.8 16.4 150.8 140.0 94.8 115.6 134.8 
1961 46.0 43.2 34.4 27.2 27.6 5.2 154.8 127.6 97.2 110.0 142.4 
1962 44.0 54.0 43.2 25.6 23.6 20.8 164.4 197.6 110.8 138.0 186.4 

1950 54.4 47.0 37.0 60.3 52.0 21.8 69.8 43.1• 33.2 35.1 69.0 
1951 71.6 59.6 39.4 54.9 68.7 39.9 107.5 93.9• 50.6 38.5 53.3 

C> 1952 73.4 64.2 32.6 59.5 42.9 33.7 153.2 141.2• 58.6 38.8 57.0 
g. 1953 59.0 58.5 40.1 64.6 40.1 43.9 180.7 173.9 40.4 51.1 66.5 
!! ~ 1954 59.5 57.6 49.3 66.2 44.3 61.6 182.3 183.7 66.8 74.2 85.5 

r.;;l [/} 1955 84.0 69.6 52.4 63.6 44.0 36.0 204.0 190.8 83.6 122.8 127.6 t ~ l 1956 93.2 110.8 66.8 78.4 47.6 28.8 217.2 204.0 115.6 109.2 213.6 
1li '!;I 1957 116.0 136.0 65.2 66.4 49.2 34.8 266.0 234.4 133.6 ll8.4 231.34 
~ = 1958 116.0 114.0 56.8 62.8 57.6 44.0 183.6 184.4 174.0 145.2 266.54 
";! = 1959 128.8 128.8 74.0 60.0 71.2 54.4 203.2 180.4 160.8 158.4 325.64 
~ 1960 158.0 153.6 75.6 93.6 76.8 55.6 214.0 186.4 154.0 22D.4 378.84 

1961 154.8 176.4,85.2 91.6 77.2 47.6 221.6 184.8 166.4 235.2 412.04 
1962 171.2 188.0 97.6 86.8 83.6 76.4 231.6 245.2 197.2 267.2 472.04 

b General imports. 

0.2 
1.7 

12.6 
26.8 
68.8 
59.6 
72.4 
91.2 

185.2 
204.0 
206.8 

74.8 
63.8 
50.5 
53.7 
81.0 

122.4 
220.4 
236.8 
277.6 
314.8 
440.8 
476.8 
504.4 

0.1 1.8 
1.5 3.7 
2.0 2.4 
4.8 6.8 

10.8 9.2 
14.4 16.8 
16.0 11.6 
28.4 18.8 
20.0 18.8 
20.4 19.2 

1.3 0.5 
0.5 0.4 
0.6 0.3 
3.8 8.5 
9.3 10.8 

13.2 8.8 
21.6 20.0 
31.2 24.4 
40.4 37.6 
42.0 33.2 
55.2 44.8 
50.4 53.2 
55.2 50.0 

1.6 5.5 
8.1 7.9 

10.8 9.6 
14.8 12.4 
17.2 13.2 
15.2 10.8 
15.2 12.0 
12.4 10.0 
11.2 5.6 
10.4 10.8 

3.7 3.5 
3.9 3.5 
3.7 2.7 
6.2 8.7 

12.7 12.8 
17.6 14.4 
23.6 18.8 
28.0 20.8 
28.0 23.2 
28.4 22.0 
20.4 15.2 
17.2 10.4 
17.6 16.0 

0.2 -
0.9 -
0.5 -
0.8 -
0.8 
0.8 -
0.4 -
1.2 --
2.0 
4.0 
6.0 -

4.2 0. 
6.5 0. 
2.0 
1.9 0. 
1.6 0. 
4.4 --
2.4 
3.6 0. 
4.8 0. 
5.2 0. 
6.8 0. 

12.8 0. 
14.4 1. 

Sources : United Nations Economic Bulletins for Europe ; OEEC and OECD 
Statistical Bulletins, Foreign Trade, Series I and A; national trade statistics. 

Note-Figures in parentheses are excluded from all totals. 

a General trade. 

c General imports, exports exclude re-exports whicb amounted to 14.9. 
67.4; 103.1; 31.5; 26.6; 39.0; 94.4; ~7.6; 86.4; 32.8; ~5.2; 87.6; SBA 
millions of doUars respectively. 
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antinued) 

Itdy Netherlands Norway Portugal Spain Swedena 
·-

'mp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. 

18.0 16.5 6.8 9.0 11.9 7.2 0.8 0.4 0.1 - 39.9 32.3 
26.3 15.6 5.4 6.5 5.0 4.8 0.6 0.3 - 71.9 50.9 
23.3 13.2 4.4 5.2 4.3 5.2 0.3 0.5 - 51.5 39.9 
16.9 10.5 2.2 1.8 7.1 4.4 0.4 0.2 - 25.1 25.4 
12.1 9.6 2.4 3.5 6.5 4.9 - 0.1 - - 18.5 14.6 
6.8 9.2 2.0 7.6 3.2 4.0 - - - 23.6 17.6 
8.8 6.4 3.6 8.0 7.6 6.8 0.4 0.4 - 30.0 14.8 
9.2 16.0 4.4 8.4 2.8 4.4 0.4 - - 18.0 23.6 

14.8 19.2 6.8 11.6 4.0 4.0 0.4 1.2 9.6 6.4 16.4 24.0 
H.6 16.8 7.6 14.4 4.8 4.4 0.8 1.2 5.2 5.6 21.2 20.8 
J7.2 20.8 8.0 14.4 4.4 5.2 0.8 1.2 2.0 2.0 23.2 19.6 
19.6 29.6 9.6 10.4 4.8 4.8 2.8 1.2 4.8 2.4 25.2 20.8 
~6.0 28.4 12.4 8.8 7.6 6.8 1.6 0.8 11.6 8.0 33.6 20.8 

0.2 3.1 1.8 0.6 - - 0.1 0.5 -
2.9 3.7 0.7 0.9 - - - 0.1 2.4 
3.4 2.3 - 0.8 0.2 0.1 - - - 0.8 0.2 
4.1 3.9 0.2 1.8 1.5 1.5 0.3 - - 2.5 0.1 
6.1 3.8 0.2 3.8 2.2 1.5 0.4 - - 1.6 -
6.8 5.6 0.8 1.6 0.8 0.8 - 0.8 - 4.8 

!4.0 8.0 2.8 2.0 3.2 2.0 - - - 1.2 0.4 
:4.4 12.8 i 0.8 2.0 2.4 1.2 - - - - - 0.4 
'.2.0 7.2 2.0 1.6 1.6 1.6 - - - 0.4 -
1.6 8.0 1.6 2.4 2.8 2.8 - 0.4 - 0.4 0.4 1.2 

11.6 16.4 2.0 3.2 2.8 2.0 2.8 0.8 0.4 0.8 1.2 4.4 
12.4 23.2 5.6 3.2 2.4 1.6 2.4 1.2 1.2 1.6 3.2 6.4 
15.6 37.6 3.2 3.6 0.8 1.6 0.8 2.0 2.4 1.2 4.4 5.6 

~5.2 41.5 49.7 36.2 26.5 I6.9 2.0 1.7 0.6 0.2 72.4 57.7 
i0.8 41.3 35.7 38.0 16.8 16.3 I.4 I.4 0.3 0.2 ll6.2 91.7 
i0.2 34.7 28.8 31.6 20.8 17.9 0.7 1.3 0.1 - 87.7 74.0 
17.0 34.8 22.4 34.1 23.2 16.7 0.8 1.1 - 49.8 45.3 
19.4 31.0 29.9 52.1 28.4 20.8 0.8 1.4 0.1 0.3 43.4 43.9 
f3.6 42.4 40.8 44.0 21.6 22.8 1.2 6.0 - 53.6 46.4 
i2.0 42.8 50.8 38.4 34.0 25.2 1.6 2.0 - - 66.0 42.4 
i7.2 56.0 38.4 42.0 21.6 22.8 1.6 1.2 - 43.6 57.6 
i2.0 57.2 36.8 40.8 24.0 22.8 2.4 3.2 12.4 9.2 45.6 52.4 
'7.6 76.4 47.2 46.0 27.6 21.6 2.8 4.8 I2.8 15.2 50.8 60.4 
:9.6 94.0 52.8 50.8 26.4 25.6 5.2 4.4 7.6 10.8 58.4 72.0 
iO.fc I27.2 65.2 58.4 28.8 24.8 6.8 5.2 12.0 12.4 64.4 71.2 
16.8 139.2 62.8 44.0 29.6 27.6 4.4 5.6 20.8 15.2 76.4 75.2 

4.6 20.1 2.4 0.5 10.4 8.I - 1.2 - - 5.9 21.8 
:2.1 23.7 14.0 1.6 10.2 12.I - 3.3 - - 13.1 33.4 
:4.1 20.4 25.6 4.9 11.4 10.3 - 5.9 - - 20.0 44.5 
9.3 23.1 31.322.7 16.9 15.1 - 4.6 10.0 21.7 
:3.8 25.2 23.0 32.8 13.4 24.3 - 4.8 - - I 

27.0 22.6 
:3.2 16.0 30.4 15.6 17.6 14.8 - 0.8 - - 32.0 14.8 
:2.8 26.8 42.4 8.0 21.2 21.2 2.8 - 42.4 26.4 
:1.2 42.4 39.6 19.2 24.4 18.0 - 2.4 - - 37.2 21.6 
0.0 31.2 41.2 10.8 19.2 14.8 0.8 2.0 4.0 0.8 35.6 27.6 
'8.4 44.0 63.2 12.0 18.8 16.0 1.6 1.6 5.2 4.4 54.8 39.2 
'.6.4 78.8 44.4 11.6 19.6 12.8 2.4 2.4 3.6 7.2 62.8 38.0 
1.2 90.0 39.2 20.0 I9.6 12.4 1.6 - 1.2 3.2 64.0 44.0 
·6.8 103.2 36.4 32.0 18.4 10.4 - - 2.0 0.4 63.6 78.8 

9.8 61.6 52.1 36.7 36.9 25.0 2.0 2.9 0.6 0.2 78.3 79.5 
2.9 65.0 49.7 39.6 27.0 28.4 1.4 4.7 0.3 0.2 129.3 I25.I 
4.3 55. I 54.4 36.5 32.2 28.2 0.7 7.2 O.I - I07.7 118.5 
6.3 57.9 53.7 56.8 40.I 31.8 0.8 5.7 - - 59.8 67.0 
3.2 56.2 52.9 84.9 41.8 45.1 0.8 6.2 0.1 0.3 70.4 66.5 
6.8 58.4 71.2 59.6 39.2 37.6 1.2 6.8 - 85.6 61.2 
4.8 69.6 93.2 46.4 55.2 46.4 1.6 4.8 - - 108.4 68.8 
8.4 98.4 78.0 61.2 46.0 40.8 1.6 3.6 - 80.8 79.2 
2.0 88.4 78.0 51.6 43.2 37.6 3.2 5.2 I6.4 10.0 81.2 80.0 
6.0 120.4 ll0.4 58.0 46.4 37.6 4.4 6.41I8.0 19.6 I05.6 99.6 
6.0 172.8 97.2 62.4 46.0 38.4 7.6 6.8 11.2 18.0 I21.2 IIO.O 
2.0 2I7.2 104.4 78.4 48.4 37.2 8.4 5.2113.2 15.6 128.4 ll5.2 
3.6 242.4 99.2 76.0 48.0 38.0 4.4 5.6 22.8 I5.6 140.0 I54.0 

4 Excluding imports of industrial gold which amounted to 19.5; 19.1; 
4.0; 23.7; 54.6; 28.6 millions of dollars respectively. 

e Excluding exports for war reparations and restitution of German assets 
which amounted to 37.4; 53.9; 35.7 millions of dollars respectively. 

United Total of 19 
Switzerland Turkey KingdomC Yugoslavia countries 

Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. 

7.0 11.3 2.5 2.4 53.7 19.4 - - 255.3 166.9 
8.1 10.0 0.7 1.8 58.5 18.7 - - 338.5 210.6 
6.6 6.6 1.0 1.1 45.4 15.9 257.8 172.4 
7.2 6.6 2.2 2.5 64.3 18.4 - - 234.6 154.3 
5.8 5.1 8.4 14.9 57.5 22.2 - - 20l.l 164.9 
6.8 7.2 19.2 14.0 82.4 18.0 4.4 4.0 268.4 200.8 
9.2 8.4 8.0 9.6 84.0 27.6 8.0 8.8 328.4 265.6 
7.2 10.0 7.6 11.2 66.4 26.8 19.2 16.4 310.8 284.4 
7.6 10.8 10.8 9.2 72.8 31.2 36.0 22.4 358.8 320.4 
6.8 13.2 6.0 7.6 91.6 45.6 20.4 33.6 370.4 318.8 
8.4 13.2 8.4 3.6 100.8 40.8 38.0 22.0 422.0 310.0 

11.6 12.8 5.6 4.0 103.2 62.8 28.4 40.4 435.2 364.8 
11.2 9.6 7.6 4.8 107.6 90.8 32.0 42.4 492.0 394.4 

0.5 5.1 0.2 0.3 1.6 2.0 13.7 24.3 
0.4 6.7 - 0.4 5.3 3.6 - 22.7 3l.l 
1.3 6.0 0.9 0.7 2.7 4.2 - - 27.0 44.9 
2.6 4.8 0.1 0.3 4.0 5.6 - - 48.8 56.3 
1.4 2.3 3.8 6.2 6.1 ,, 3.2 0.1 70.1 44.5 
2.0 2.8 8.4 4.4 10.0 3.2 0.8 0.8 94.8 54.4 
2.4 2.4 4.8 2.8 5.2 3.6 2.8 2.4 91.2 54.8 
2.8 2.0 1.6 1.6 2.8 4.0 3.6 4.4 87.2 73.2 
4.0 2.4 1.2 1.6 6.0 2.8 4.8 2.4 96.4 68.0 
1.6 7.6 1.6 0.4 6.0 4.4 3.6 1.6 84.0 67.2 
4.8 6.8 1.6 1.2 11.2 8.4 8.8 6.0 144.4 133.6 
6.8 11.2 1.6 2.0 17.2 38.0 8.4 10.8 190.0 205.6 
6.4 13.2 0.8 0.8 20.0 23.6 3.6 11.2 191.2 232.4 

45.3 56.2 22.4 17.6 81.0 39.6 625.6 502.6 
39.2 55.3 19.9 22.6 97.9 34.4 - - 697.9 570.0 
32.8 40.0 20.7 17.9 72.1 28.8 - - 610.6 483.5 
30.4 31.5 29.3 26.9 95.0 34.0 - - 575.8 478.1 
32.9 32.2 41.5 49.9 89.5 41.2 2.9 4.7 619.2 580.0 
38.8 36.8 83.6 64.0 119.2 39.6 18.8 17.6 826.0 701.6 
46.8 38.0 54.8 54.0 122.8 49.2 34.4 31.6 965.2 786.8 
40.0 42.8 55.6 58.4 108.8 54.8 73.2 56.0 964.4 908.0 
39.2 41.6 50.8 49.6 119.6 61.6 I37.2 87.6 I 067.2 955.2 
38.4 52.4 36.0 36.0 148.8 93.6 112.4 99.6 1 117.2 1 057.6 
42.4 51.2 36.4 34.4 179.6 llOA I54.0 I28.8 I 322.4 I 249.2 
55.2 55.6 31.6 25.6 I98.4 173.6 137.2 124.4 1420.4 I 413.2 
52.4 51.2 31.2 21.6 206.0 192.8 129.2 I23.6 1 510.8 I 458.8 

2.1 4.0 - 0.4 95.8 32.4 - - 175.3 139.8 
5.4 5.0 2.1 168.5 10.4 - - 315.6 177.5 
2.8 2.4 - 2.4 162.8 10.7 - - 384.0 255.1 
4.0 2.9 - 2.4 lll.7 9.3 334.0 311.3 
5.5 3.6 3.4 5.2 117.0 26.7 1.1 1.5 415.1 392.4 
8.4 4.4 8.4 5.2,176.0 64.4 14.4 18.0 536.4 400.4 

10.0 2.0 5.2 6.8 154.4 73.6 70.4 41.6 668.4 536.4 
8.8 3.6 I1.2 5.6 I98.0 104.8 69.2 49.2 839.3 622.8 
7.2 2.4 6.8 13.2 166.8 66.4 58.0 36.4 770.1 566.0 
5.6 4.4 6.4 4.8 176.4 76.8 57.6 47.2 944.4 651.2 
6.0 10.4 6.0 4.8 209.6 104.0 56.8 52.8 1 057.2 866.8 
6.8 8.8 8.4 4.4 238.4 121.2 32.0 50.8 1 100.0 896.4 
6.0 6.8 6.4 5.6 235.6 117.6 59.2 43.2 I 203.6 l 070.8 

47.4 60.2 22.4 I8.0 I76.8 72.0 - 800.9 642.4 
44.6 60.3 19.9 24.7 266.4 44.8 - I 013.5 747.5 
35.6 42.4 20.7 20.3 234.9 39.5 - - 994.6 738.6 
34.4 34.4 29.3 29.3 206.7 43.6 - - 909.8 789.4 
38.4 35.8 44.9 55.1 206.5 67.91 4.0 6.2 I 034.3 972.4 
47.2 41.2 92.0 69.2 295.2 I04.0 33.2 35.6 1 362.4 1 I02.0 
56.8 40.0 60.0 60.8 277.2 I22.8 104.8 73.2 1 633.6 1 323.2 
48.8 46.4 66.8 64.0 306.8 159.6 142.4 105.2 I 803.7 1 530.8 
46.4 44.0 57.6 62.8 286.4 I28.0 I95.2 124.0 I 837.31 I 521.21 
44.0 56.8 42.4 40.8 325.2 170.4 170.0 146.8 2 061.61 I 708.81 
48.4 61.6 42.4 39.2 389.2 2I4.4 210.8 I81.6 2 379.6/ 2 116.01 
62.0 64.4 40.0 30.0 436.8 294.8 169.2 I75.2 2 520.41 2 309.61 
58.4 58.0 37.6 27.2 441.6 310A 188.4 166.8 2 7I4.4/ 2 529.61 

!Including trade with Albania which amounted to 1.6; 0.8; 0.4; 0.8; 1.6 
millions of dollars for imports and 2.4; 2.0; 4.4; 6.0; 5.6 millions of dollars 
for exports respectively. 



Commodity 

TABLE 4 

Imports of western Europe" from eastern Europe and the Soviet Union by selected commodity groups from 1950 to 1962 

(In millions of current dollars, c.i.f.) 

Eastern Europe and the Soviet Union Soviet Union 

1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1950 1951 1952 1953 1954 1955 1956 1957 1958 

Food, beverages, tobacco . . ~ . 239 346 445 305 253 268 375 341 414 528 567 660 648 83 162 249 133 104 87 135 
o.fwhich: 

Live animals: meat, meat prepa-
rations - ......... 67 61 44 59 49 55 92 88 117 140 169 152 161 - - 1 1 - 2 3 

Dairy productsb . . . . . . . 16 16 26 21 13 25 25 22 47 57 66 77 70 - - - - -
Wheat ........... {121 60 124 76 69 44 61 42 50 99 72 79 62 

} 72 
38 108 60 50 33 56 

Other cereals and preparations . I22 147 68 43 50 86 60 50 48 61 115 97 102 109 40 17 16 36 
Fruit and vegetables . . . . . .. 14 16 14 16 19 29 38 41 45 42 53 77 . . - - 1 -
Sugar and preparations . . . . 27 54 55 33 25 21 27 20 48 52 48 64 61 5 7 12 12 11 9 9 
Oil seeds, oils and fats . . . . .. . . 8 7 13 11 10 9 9 12 28 33 31 .. . . - - 4 1 2 

o.f which : Oils and fats. . , . .. .. . . 3 5 6 6 5 6 9 17 17 21 . . . . - - 1 I 2 
Fodder .......... · .. . . 13 14 16 I9 14 24 25 46 47 4I 37 .. . . I2 12 14 I4 11 

Crude materials inedible except 
fuelse . . . . . . . . . . . . .. (142) (140) I73 249 336 349 389 359 402 517 528 568 .. (93) (85) 115 170 240 243 

of which: 
Wood and manufactures ... 44 80 82 102 149 215 191 234 204 211 269 296 329 31 62 44 63 86 145 124 

of which: Wood, round and 
sawn .......... - - - - - 186 191 247 274 303 - - - - -

Textile fibres . . . . . . . . . 2 8 5 13 49 57 54 50 40 66 77 56 63 2 6 5 12 48 56 50 
Crude minerals except fuels . . .. . . 16 19 22 37 53 55 53 54 76 74 68 . . .. 10 14 16 25 38 

Mineral fuels and lubricants . . . 153 263 218 194 224 302 387 467 409 444 512 532 604 1 16 26 30 63 90 145 
of which: 

Coal, coke and briquettes . . . 153 248 194 147 137 200 261 246 210 196 210 210 228 I II 17 14 22 38 64 
Crude petroleum . . . . . . . = } 15 24 

3 5 10 15 45 44 70 92 Ill 131 - \ 5 9 3 5 9 14 
Petroleum products ..... 44 82 92 Ill 176 155 178 210 211 245 -I 13 36 43 67 

Chemicals ...•....... .. 44 43 38 62 73 68 85 113 130 150 142 145 .. 5 7 7 14 II 11 
Manufactured goods and miscel-

laneous" ........... .. (182) (113) 145 180 289 329 356 355 375 435 435 532 .. (37) (15) 46 55 96 Ill 
Manufactured articles except rna-

chinery ...•....... 
of which: 

Textile yam and manufactures . 40 35 25 37 37 47 47 53 50 50 58 57 61 1 I 1 I 2 3 1 
Precious metals excluding gold . - - 27 20 38 28 14 17 18 19 17 23 - - 27 16 22 13 
Iron and steel . . . . . ~ . . 23 14 13 11 30 65 111 108 88 108 145 136 208 3 6 10 7 23 38 60 
Non-ferrous metals . . . . . . - - - - - - 24 51 72 59 50 47 50 - - - - 17 

Machinery and transport equipment 32 37 37 46 58 83 113 158 163 154 189 190 189 1 I 2 4 8 12 18 
of which: 

Machinery except electric ... . . } 22 22 25 31 51 66 106 92 74 96 108 110 .. } - 1 1 I 3 Electric machinery ~ . ~ . ~ . . . 22 23 30 23 24 . . 
Transport equipment . . . . . .. 15 15 21 27 32 47 52 49 57 63 59 55 . . 1 2 3 7 II 15 

of which : road motor vehicles - - - - - 27 37 41 42 41 - - - - - -
ToTAL (including unspecified) . . . 800 1013 995 910 10341362 16341803 1821 2044 2368 2507 2697 175 316 384 334 415 537 668 

Sources: United Nations, Statistical Papers, Series D, Commodity Trade Statistics and ECE Economic 
Bulletins for Europe: OEEC and OECD Statistical Bulletins, Foreign Trade-Series IV and Band C; national 
trade statistics of western European countries. 

Non : Trade between eastern and western Germany is not included. 

a OECD countries (excluding Spain), Finland and Yugoslavia. 
II Up to 1957 inclusive: butter, margarine and eggs. 

e Wood manufactures not included in these sub-totals. 
d Wood manufactures included. 
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Commodity 

TABLE 5 

Exports of western Europe" to eastern Europe and the Soviet Union by selected commodity groups from 1950 to 1962 

(In millions of current dollars, fo.b.) 

Eastern Europe and the SoYiet Union Soviet Union -
1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 

Food, beverages and tobacco . . • 38 72 75 144 243 263 236 260 191 183 191 197 241 3 11 25 62 78 60 53 
of which: 

Dairy products • . . . . • . . I 15 20 50 70 29 15 23 14 12 20 22 14 - 7 30 21 I 
Fish . . . . .. . . ~ . .. . .. 4 14 24 30 42 41 44 45 44 42 40 27 33 - 4 7 14 20 18 21 
Cereals and preparations . . . . - - 2 29 56 59 16 11 11 8 18 37 - ~- - - -
Fruit and vegetables . . . . . . . . .. 18 28 30 40 44 41 48 33 45 38 38 .. . . 5 5 7 10 13 
Tobaccob . . . . . . .. . . . 7 5 4 10 25 35 44 57 56 40 36 37 33 - 2 2 3 6 4 10 

Crude materials, except fuels . . . (102) (172) 141 139 162 189 194 217 204 207 225 253 237 (18) (49) 41 42 42 37 50 
of which: 

Textile fibres and waste . . . . 37 46 37 41 62 62 43 45 44 51 56 59 54 2 1 - - 4 4 2 
Synthetic fibres • . . . . . . . 13 23 15 21 21 20 28 31 30 31 29 42 42 1 4 5 11 10 7 15 
Pulp and waste paper • . . . . 7 27 16 12 15 20 27 33 34 30 37 45 45 - 1 1 3 4 4 10 
Iron ore ..•........ 16 17 24 16 10 11 15 19 15 11 13 12 13 - - - - - - -

Mineral fuels and lubricants . . . .. .. . . 2 9 11 7 4 2 1 4 4 5 - - - - - -
Animal and vegetable oils and fats 11 13 13 14 23 26 26 27 21 19 15 19 16 4 8 5 8 12 12 12 
Chemicals ••.•....... 44 58 58 47 68 76 91 119 112 142 180 194 215 1 1 6 6 9 5 13 

Manufactured goods and miscel-
laneous manufactured articles 
except machinery ....... (179)(182) 228 224 235 283 448 528 564 609 805 805 833 (26) (25) 80 86 107 100 188 

of which: 
Paper and manufactures . . . . . . 13 18 36 34 44 58 53 50 58 74 67 .. .. 9 13 27 23 31 
Textile yarn and manufactures . 19 21 29 28 43 37 34 53 68 58 62 62 66 2 2 13 16 21 5 6 
Iron and steel ........ 35 40 71 95 58 79 180 231 241 284 456 420 425 7 6 13 17 13 12 68 
Non-ferrous metals . . • . . . 29 14 10 10 22 60 100 64 83 84 91 83 107 8 5 2 3 10 36 55 

of which : Copper . . . . . .. .. I 1 10 49 85 51 72 63 66 56 76 .. . . . . 6 36 51 
Aluminium .... .. 2 5 6 2 - 2 1 2 11 12 10 11 .. I I 2 1 1 
Tin ........ .. .. 1 - I 4 - - - - 5 8 .. . . . . - - - -

Metal manufactures . . . . • . 43 31 19 19 15 17 29 29 26 29 35 45 42 5 5 5 8 5 7 15 
Machinery and transport equipment 238 233 217 207 214 249 308 362 388 521 665 790 943 87 80 92 107 146 185 220 

of which: 
Machinery excluding electric . . 

}208 
130 107 99 92 103 116 181 231 302 393 538 604 } 74 43 30 33 46 62 61 

Electric machinery . . . . . . 50 51 44 42 32 36 61 73 96 114 144 149 12 17 16 27 16 16 
Ships .•..•....... 9 38 46 58 75 105 141 93 65 86 110 75 145 5 24 45 58 72 105 139 
Other transport equipment . . . 21 15 13 6 5 9 15 27 19 37 46 33 45 8 1 - - 1 2 4 

TOTAL (including unspecified)c . . 638d 738d 732 784 966 1101 1319 1529 1500 1694 2102 2289 25081140 174 249 311 394 400 537 

----

Sources: United Nations, Statistical Papers, Series D, ComfTWdity Trade Statistics and Economic Bulletins for 
Europe; OEEC and OECD Statistical Bulletins, Foreign Trade, Series IV and B and C ; national trade 
statistics of western European countries. 

NorB : The trade between eastern and western Germany Is not included, 

a OECD (excluding Spain), Finland and Yugoslavia. 

b Including tobacco manufactures as from 1958, 

c Excluding re-exports from United Kingdom. 

d Excluding war reparations from Finiand to the Soviet Union. 
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TABLE 6 
Western Europe's Imports of selected cereals 

(In thousands of tons) 

Barley 

of which 
Imported/rom Total Imported Total of which: eastern Europe Into western from: of which: western of which: 

Soviet United Europe's eastern Soviet Europe's eastern Soviet 
Year Union EEC Kingdom imports Europe Union Imports Europe Union Romania 

1951 13 350 10043 576 392 214 58 2 687 535 510 3 777 374 353 8 
1952 12 571 10077 1010 875 309 218 3 725 530 468 3963 301 244 35 
1953 11803 8466 732 566 292 20 3730 237 168 4239 139 45 66 
1954 12012 6850 861 607 415 76 3 899 136 75 4252 181 41 69 
1955 12 620 7 300 527 392 145 39 3 684 58 32 4508 299 25 202 
1956 15 130 10549 758 721 44 6 5056 320 279 5012 475 51 268 
1957 13 613 9059 525 500 43 13 4611 477 436 4824 149 62 43 
1958 11 082 7147 700 668 43 96 4 681 156 85 6 334 269 6 204 
1959 11550 6 651 1462 1 351 615 163 4745 187 109 7 640 139 93 32 
1960 9841 5970 1084 883 420 270 4262 213 127 8 947 312 70 192 
1961 15 061 10279 1219 1124 606 356 4174 840 711 9429 867 157 633 
1962 12937 7 710 907 820 234 381 4 715 217 142 12 900 943 212 678 

Sources: ECB/FAO, AGRl/Worklng Paper No. 42 and ECE/FAO files. 

TABLE 7 
Western Europe's imports of wood from eastern Europe, 1952-1962 

Imports Into I952 1953 1954 I955 1956 1957 1958 1959 1960 1961 1962 

Roundwood (In thousands of cubic metres) 

Western Germany 259 259 487 840 799 661 688 786 1 138 864 808 
United Kingdom 298 377 545 429 437 522 289 153 414 328 486 
Austria * * * * * * 7 353 464 399 
Italy . . . ... • 48 124 49 69 102 235 260 514 523 704 
Belgium and Luxembourg. 71 19 56 133 125 165 115 117 121 163 180 
France ... • * * 93 68 98 95 104 96 303 533 
Netherlands . 46 6 8 41 55 55 69 41 43 56 
Switzerland • * * 231 102 57 42 18 26 80 32 
Norway • • • * • • 4 38 168 137 112 
Others ... 126 156 95 86 64 44 172 488 466" 372b 578C 

TOTAL western Europe 800 865 1 307 1869 1705 1704 1695 2040 3 337 3277 3 888 

of which from : USSR 309 408 597 1245 975 1035 1 328 1435 2013 1 933 2567 
Poland 170 364 403 491 354 117 177 472 336 272 

Sawnwood (In thousands of standards)d 

Western Germany 5 6 32 50 62 124 153 149 178 173 220 
United Kingdom 96 202 255 315 292 359 315 419 473 421 486 
Austria 2 1 
Italy . . . . . . 9 32 34 25 35 37 46 73 105 125 
Belgium and Luxembourg . 33 36 39 48 28 40 32 51 45 49 56 
France ... 11 23 40 61 42 41 73 78 
Netherlands . 52 51 65 74 83 74 78 80 96 89 103 
Switzerland 4 4 4 3 2 3 12 16 
Norway 
Others ... 20 30 59 57 24 24 95 89 65 45 14 

ToTAL western Europe 206 334 482 593 541 700 774 878 974 969 1099 

of which from : USSR 127 222 276 391 367 472 516 627 659 618 691 
Poland 43 77 75 74 57 61 81 93 99 137 

Source : United Nations FAO·ECE Timber Bulletin for Europe. 0 Including 3S 1 thousand cubic metres imported by Finland from the USSR. 
NOTE.- Roundwood comprises: pulpwood, coniferous logs, pitprops and c Including 479 thousand cubic metres imported by Finland from the USSR. 

sleepers. The figures for sleepers have been converted to round wood equivalent dOne standard of soft sawnwood is equivalent to 7.8 cubic metres of 
by multiplying by 1.82. round wood. 

a Including 437 thousand cubic metres imported by Finland from the USSR. 
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TABLE 8 

Imports of solid fuels into western European countries from eastern Europe 

(In millions of tons-Coal, coke and lignite, added ton for ton) 

Sbare of total per country or groop of countries 

Other east Denmark, Other west 
Soviet European Norway Yugo- Europe ana 

Year Po Ianda Un/ona countrie:sb TotafC and Sweden Austria Finland EEC slav/a countries 

1949 11.9 2.9 14.8 4.9 2.6 0.9 5.8 0.2 0.4 
1950 10.5 2.7 13.2 5.1 2.3 1.5 3.7 0.6 
1951 9.9 0.5 2.4 12.8 5.7 2.2 1.6 2.9 0.4 
1952 7.2 0.5 2.3 10.0 3.8 1.7 1.7 2.8 
1953 6.6 0.6 1.7 8.9 2.9 1.7 1.9 2.4 
1954 5.8 1.0 1.5 8.3 2.0 1.6 1.7 2.7 0.3 
1955 6.9 1.6 2.0 10.5 1.8 1.9 1.8 3.3 0.3 1.4 
1956 7.4 2.6 2.1 12.1 2.0 1.9 1.9 4.4 1.0 0.9 
1957 6.3 2.7 1.9 10.9 1.3 2.3 2.2 3.8 1.2 0.1 
1958 7.3 3.4 2.1 12.8 2.4 2.3 2.4 4.6 0.8 0.3 
1959 7.0 4.1 2.1 13.2 2.7 2.3 2.6 4.3 1.0 0.3 
1960 8.0 4.7 2.6 15.3 3.7 2.8 2.9 4.3 1.1 0.5 
1961 8.1 5.2 2.6 15.9 3.5 2.8 2.8 5.1 1.1 0.6 
1962 8.8 5.9 2.9 17.6 4.3 3.1 2.7 5.7 1.1 0.7 

Source : United Nations, BCE Quarterly Bulletins of Coal Statistic:. c Excluding west German imports of lignite from eastern Germany. 
a Overwhelmingly hard coal and coke. a In 1949-1951 mainly Ireland and Switzerland, in 1954-1956 the United 
b Largely lignite from Czechoslovakia and eastern Germany, small quan• Kingdom, thereafter Ireland, Greece_and Switzerland. 

tities of hard coal from Czechoslovakia. 

TABLE 9 

Western Europe's imports of petroleum and petroleum products from Eastern Europe 
(including the Soviet Union), 1952-1962 

(In millions of metric tons) 

of which Imported Into : 

Rest of Rest of 
western western western 

Year Total Italy Germany Finland Europe Total USSR Romania EEC Sweden Finland Europe 

1952 0.2 0.2 0.5 0.2 0.3 0.2 0.1 0.2 
1953 0.2 0.2 1.3 0.3 0.9 0.4 0.2 0.1 0.6 
1954 0.3 0.1 0.2 2.5 0.8 1.5 0.7 0.3 0.1 0.9 0.5 
1955 0.5 0.1 0.4 3.3 1.4 1.5 0.7 0.9 0.2 1.0 0.5 
1956 0.7 0.2 0.5 3.7 2.6 0.8 0.9 0.9 0.3 1.1 0.5 
1957 1.6 0.8 0.1 0.7 4.6 3.2 1.0 1.8 0.5 0.4 1.3 0.6 
1958 2.3 1.0 0.5 0.8 5.4 3.8 1.1 2.3 0.8 0.6 1.0 0.7 
1959 4.2 2.2 0.3 0.9 0.8 7.8 5.9 1.4 3.5 1.3 0.9 1.6 0.5 
1960 6.2 4.0 1.0 0.7 0.5 8.7 6.4 1.5 3.8 1.7 1.2 0.9 1.1 
1961 8.8 5.5 1.6 0.9 0.8 10.3 7.3 2.0 3.8 2.7 1.2 1.6* 1.0 
1962 10.3 6.1 1.8 1.1 1.3 11.9 8.2 2.2 4.5 2.9 1.5 2.0* 1.0 

Sources: United NatiollJI Statistical Papers, Series D, Commodlly Trade Statistic•; National Trade Statistics. 
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TABLE 10 

Exports of iron and steel from eastern European to western European CODDtrfes 

(In thousands of tons} 

European imports 
and steel from 

eastern Europe 

Total of which: pig-Iron 

exported 
imported from: Total of 

Soviet into: Soviet countries Plates, 
v Union 'ifEc-UK Union listed EEC UK sheets Tubes 

1950 23 15 lll 17 143 18 3 122 53 28 33 
1951 14 25 86 3 ll4 11 103 53 12 39 
1952 13 8 207 67 106 173 21 152 96 24 43 
1953 11 8 43 64 107 11 4 92 51 28 21 
1954 30 410 69 121 104 71 8 183 13 170 118 39 18 
1955 65 880 221 269 95 215 49 359 84 17 258 245 73 45 
1956 Ill 1260 241 315 181 289 102 572 238 38 296 343 128 55 
1957 108 940 176 242 205 137 83 425 127 31 267 207 141 43 
1958 88 845 153 115 153 106 133 392 159 11 222 192 178 2 
1959 108 1 320 571 387 89 172 148 278 598 204 12 382 380 149 33 
1960 145 1700 534 446 80 245 240 199 684 271 9 404 430 155 35 
1961 136 1 510 399 344 18 293 210* 154 657 (4) 
1962 208 2470 786 649 64 313 220* 276 809 (30) 

Sources: United Nations, Statistical Papers, Series D; Commodity Trade Communaute europeenne du charbon et de l'acier, Commerce exterieur de Ia 
Statistics; ECE Economic Bulletins [or Europe: Statistics of World Track Cornrnunauh\; national trade statistics. 
in Steel; OEEC-OECD Statistical Bulfetins, Foreign Trade, Series IV and C. 

TABLE 11 

Exports from western Europe to eastern Europe (including the Soviet Union) of steel and steel products, 1950 to 1962 

(In thousands of tons} 

ExpoTted to : Consisting of: 

Czecho-
slovakia, Albania, Ingots, 
eastern Bulgaria, Tota/0 Rest of heavy and Plates 

Soviet Germany. Hungary, eastern United western light and Other 
Year Union Poland Rumania Europe EEC Kingdom Europe sections sheets Tubes types 

1950 42 98 70 243 164 2 77 128 37 23 55 
1951 13 89 52 154 ll7 3 34 91 25 10 28 
1952 55 103 129 287 246 3 38 146 96 5 40 
1953 122 193 220 535 493 2 40 229 256 11 39 
1954 89 146 55 304 240 6 58 70 161 28 45 
1955 23 197 126 385 302 I 92 44 237 24 80 
1956 459 386 104 971 760 2 209 266 519 33 153 
1957 567 473 140 1 179 873 56 250 310 600 66 203 
1958 497 594 133 1225 952 30 343 328 600 90 207 
1959 626 531 246 1428 1 061 85 282 390 549 237 252 
1960 903 789 498 2 190 1 771 so 339 601 801 448 340 
1961 846 743 407 1 995 1480 144 371 434 730 462 369 
1962 1 374 571 354 2299 1 615 287 397 483 833 648 335 

Sources: United Nations, Statistical Papers Series D, Commodity Trade a Including certain quantities not allocated by country of destination. 
Statistic• and ECE Statistics of World Trade In Steel, 
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TABLE 12 

Western European imports of basic commodities from eastern Europe (including tbe Soviet Union) and North America 

(Quantities and percentage share in total imports) 

Petroleum and petrol~um productsC 
{Million tons) 

North 
Eastern Europe America 

Value in Value In 
million million 
dollars Share! dollars 

Pre-war 3.9 17 8.3 1450 11.6 15 1.2 (200) 6 (280) 
1949 2.0 10 13.2 305 14 275 14.8 22 9.6 
1950 1.6 10 9.2 290 13 190 13.2 22 0.4 (200) 4 (550) 
1951 1.5 8 13.1 180 6 630 12.8 15 25.1 15 (150) 2 430 
1952 1.8 9 13.4 205 8 510 10.0 12 20.6 0.7 24 1 232 (200) 2 1 010 
1953 1.1 6 12.6 330 14 345 8.9 12 7.6 1.5 47 2 202 (150) 2 650 
1954 1.2 6 9.0 480 17 480 8.3 10 9.1 2.8 87 4 98 410 4 550 
1955 0.9 4 11.6 590 16 500 10.6 10 24.7 3.8 102 4 108 800 6 1 540 
1956 1.6 6 14.8 540 16 275 12.1 11 38.4 4.4 126 5 148 1 260 9 940 
1957 1.2 5 13.3 700 20 270 10.9 9 46.1 6.2 221 7 421 940 7 880 
1958 l.l 5 12.4 770 21 280 12.8 13 31.3 7.7 199 6 133 840 7 680 
1959 1.8 7 13.8 880 27 200 13.2 16 18.0 12.0 248 6 163 1 320 8 230 
1960 1.6 7 12.3 970 23 400 15.3 19 15.2 14.9 302 6 152 1 700 8 1180 
1961 2.9 10 16.2 970 22 410 15.9 20 14.1 19.1 322 6 147 I 520 7 595 
1962 2.1 7 17.2 1 100 23 440 17.6 20 16.2 22.2 376 6 !50 2470 71 

Sources: United Nations, Statistical Papers, Series D; Commodity Trade b Coal, coke and lignite added ton for ton. 
Statistics; Economic Bulletins for Europe and Quarterly Bulletins of Coal c Crude petroleum and petroleum products added ton for ton. 
Statistics for Europe. United Nations FA 0 Yearbook of Food and Agricultural 

<t Pig-iron, steel and steel products added ton for ton. Statistics and Timber Bulletins for Europe. OEEC and OECD, Statistical 
Dulle tins, Foreign Trade, Series IV and C. National trade statistics. e Percentage share in total western European imports {including intra-trode). 

a Wheat, barley and maize. f Share based on import value. 
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TABLE 13 

Exports of machinery from western Europe to eastern Europe, 1951-1962 
(In millions of current US dollars, /.o.b.) 

Total 
ofwhlchfrom: 

western of which to: Denmark, 
European Norway~ Re•t 
exports E. Germany Rest of Sweden, of 

to eastern Soviet and Czecho- eastern United Switzer- western 
Machinery Europe Union slovakia Europe EEC Kingdom land Europe 

1951 Metal-working machinery 22.2 5.8 5.0 11.4 11.0 3.8 6.9 0 . .5 
Other excl. electric . 118.2 36.8 23.9 57.5 41.8 9.6 46.6 20.2 
Electric 49.8 12.5 12.5 24.8 14.1 6.8 23.2 5.7 

Total 190.2 55.1 41.4 93.7 66.9 20.2 76.7 26.4 

1952 Metal-working machinery 17.6 6.2 3.9 7.5 6.4 4.4 4.3 2.5 
Other excl. electric 89.0 23.3 15.2 50.5 29.9 5.0 33.6 20.5 
Electric 51.0 17.2 8.0 25.8 10.8 7.0 25.3 7.9 

Total 157.6 46.7 27.1 83.8 47.1 16.4 63.2 30.9 

1953 Metal-working machinery 9.5 3.5 2.1 3.9 2.9 1.4 2.1 3.1 
Other excl. electric . 89.4 28.9 12.9 47.6 25.8 4.2 26.1 33.3 
Electric 43.3 16.5 3.3 23.5 15.3 10.2 9.6 8.2 

Total 142.2 48.9 18.3 75.0 44.0 15.8 37.8 44.6 

1954 Metal-working machinery 6.3 0.9 1.1 4.3 3.3 0.8 1.9 0.3 
Other excl. electric . 84.2 44.3 6.1 33.8 26.7 6.9 18.9 31.7 
Electric 42.1 27.2 1.2 13.7 21.3 9.1 6.7 5.0 

Total 132.6 72.4 8.4 51.8 51.3 16.8 27.5 37.0 

1955 Metal-working machinery 5.9 3.9 0.6 1.4 0.6 1.7 3.5 0.1 
Other excl. electric . 92.7 57.4 5.1 30.2 29.6 19.5 12.6 31.0 
Electric 32.2 16.3 2.6 13.3 9.4 12.6 5.1 5.1 

Total 130.8 77.6 8.3 44.9 39.6 33.8 21.2 36.2 

1956 Metal-working machinery 9.2 4.6 2.7 1.9 2.2 2.4 3.5 1.1 
Other excl. electric • 105.5 55.3 14.8 35.4 32.7 17.1 14.8 40.9 
Electric 36.4 16.4 5.5 14.5 11.4 8.4 6.0 10.6 

Total 151.1 76.3 23.0 51.8 46.3 27.9 24.3 52.6 

1957 Metal-working machinery 17.6 8.7 4.8 4.1 7.5 3.2 6.1 0.8 
Other excl. electric . 161.2 86.4 19.7 55.1 54.7 19.0 26.1 61.4 
Electric 60.8 28.7 8.2 23.9 24.7 9.5 6.1 20.5 

Total 239.6 123.8 32.7 83.1 86.9 31.7 38.3 82.7 

1958 Metal-working machinery 22.1 6.5 6.6 9.0 13.6 1.0 6.5 1.0 
Other excl. electric . 208.4 101.2 26.5 80.7 99.0 24.7 42.1 42.6 
Electric 72.8 29.3 12.7 30.8 34.4 5.1 9.0 24.3 

Total 303.3 137.0 45.8 120.5 147.0 30.8 57.6 67.9 

1959 Metal-working machinery 22.3 7.5 10.0 9.8 17.8 1.9 6.2 1.4 
Other excl. electric . 274.6 133.0 28.1 113.5 123.2 51.9 50.5 49.0 
Electric 95.8 39.5 18.9 37.4 42.7 7.8 9.8 35.5 

Total 297.7 180.0 57.0 160.7 183.7 61.6 66.5 85.9 

1960 Metal-working machinery 42.9 25.1 6.5 11.3 27.4 2.9 10.7 1.9 
Other excl. electric . 351.3 183.2 35.7 132.4 187.5 76.0 46.5 41.3 
Electric 113.7 57.1 16.2 40.4 55.0 9.1 11.0 38.6 

Total 507.9 265.4 58.4 184.1 269.9 88.0 68.2 81.8 

1961 Metal-working machinery 50.9 25.6 7.7 17.6 35.2 4.1 9.4 2.2 
Other excl. electric . 473.4 261.8 44.8 166.8 244.7 119.3 56.6 52.8 
Electric 143.5 67.8 24.7 51.0 72.7 15.4 11.9 43.5 

Total 667.8 355.2 77.2 235.4 352.6 138.8 77.9 98.5 

1962 Metal-working machinery 67.3 19.5 10.5 37.3 50.3 6.9 6.6 3.5 
Other excl. electric . 525.8 296.8 56.1 172.9 235.3 103.6 96.1 90.8 
Electric 149.1 63.9 23.5 61.7 75.2 15.1 11.2 47.6 

Total 742.2 380.2 90.1 271.9 360.8 125.6 113.9 141.9 

Source: United Nations Economic Bulletins for Europe, Appendix, Table C. 
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Imports into western Europe 

Chart I 

East-West European trade 1948 to 1963 

Value, Volume and Unit Valul! 1ndki!s 

1950-100 

Exports from western Europe Terms of trade t 

I '1111111111111111 
~1 vlJ 
% 1/ r1 r" :lJ I I I I I I I I I I I I I 1 1 

li 1/ll I 
1.~ . I -t;J.-aJlJ,~ I I I I I I I I I I I I I I I ,... Jl ; 
il!llJ: ~ ,,,~ 1 
::~:;:. I / I 
~::::·~~ • I' ~ • • • • • I I • • • • • • • 
:·:·:·· • • t • I • • • • 
~ .,. ~ ...... .....:, I I I I ,.- ~ I I I I I I • 

~~~;::1- ' Ll / .;J~ r ..., , ' I ~ ,... • • • • • .... - ... ~ .;_ . .--

I: ',/ . •. ; •I'·.~ ~ .l· ·I: . ·1 ... I. ! .. I .:--·-~- -1-.1 ~II 
it it11.111 I 

~ 
~ 

I 
I 
I 
8 
~ 
~ 
() 

~ 
~ 

~ 
Cl> 

I lllllllllllllll IIIIIIJIIIIIIIf Jfllllllllllll i 
co 
"'f' 
0. 

0 
Lft 
0. 

M 
Lft 
0. 

"'f' 
Lft 
0. 

Value 

Volume 

>0 
Lft 
0. 

• • • • • • • .. • • Unit value 

co 
Lft 
0. ~ 

""IX) 0 N "'f' ...0 CO 0 
000 "'f' Lft Lft Lft Lft Lft >0 
0. 0. 0. 0. 0. 0. 0.. 0. - :2~ 

0.0. 

0 
Lft 
0. 

M 
Lft 
0. 

"'f' 
Lft 
0. 

000 
Lft 
0. 

co 
~ 

0 
~ 

,.., 
>0 
0. 

....... 
t Export index divided by import index I ~ 



Chart II 

Country-Composition of East-West European Trade 1950 to 1962 
(Percentage Distribution Based on Westtrn European Trade Statistics In Current Dollars) 
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Chart Ill 

Commodity-Composition of East-West European Trade 1950 to 1962 
(Percmtagtt Distribution Ba$ed on Western European Tra<k Statistic:~ In Current Dollars) 
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PAST TRADE FLOWS AND FUTURE PROSPECTS FOR TRADE BETWEEN THE 
CENTRALLY-PLANNED ECONOMIES AND DEVELOPING COUNTRIES* 

[Original: English] 

TABLE OF CONTENTS 

Section 

INTRODUCTION 

Paragraphs 

1-6 

PART 1. RECENT TRENDS AND PATTERNS OF TRADE 

1. The share of eastern Europe and the Soviet Union in World Trade . . . . . . . . . . . . . 7-10 

2. The area and commodity distribution of the trade of the Council for Mutual Economic Assistance 

(CMEA) countries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11-21 

3, The area and commodity distribution of the trade of developing countries . . . . . . 22-34 
4. The concentration of trade between the CMEA countries and the developing countries 35-44 
5. Summary of Part 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45-50 

pART 2. THE PROSPECTS FOR TilE FUTURE 

6. The general considerations influencing the future growth of trade . 51-74 

75-104 

105-140 

141-148 
149-165 
166-176 

7. CMEA imports of foodstuffs and beverages . . . 

8. CMEA imports of fuels and raw materials . . . . . . . . . . . 

9. Trade in equipment and consumers' manufactures ...... . 

10. The immediate prospects as indicated by current trade and credit agreements . 

11. Conclusions ............................ . 

APPENDIX: A note on the statistics 

APPENDIX TABLES, I to V 

CHARTS 1 and 2 • . . . 

Page 

226 

227 

236 

INTRODUCTION 

l. The main purpose of this study is to assess the 
potential development of trade between the centrally
planned economies and the developing countries and, 
in particular, the prospective market in the former 
countries for the traditional products and, progres
sively, the growing manufacturing output and exports 
of the developing countries. 

2. Today, the volume of trade between these two 
groups of countries is small, in relation to the total 

• This paper has been prepared by the Secretariat of the United 
Nations Economic Commission for Europe in connexion with the 
sub-item on '' Trade problems between countries at different stages 
of development ". See para. 6, item 1.4 (b) in the " Interim report of 
the Preparatory Committee (first session)" in Vol. VIII of this 
series. 

170 

trade either of the centrally-planned economies or of 
the developing countries ; it is heavily concentrated on 
a few products and on relatively few developing 
countries ; but it has been expanding fast. The first 
five sections of this paper analyse the recent flows and 
pattern of this trade, providing the essential back
ground for the discussion of the future possibilities 
which follows. A short mise-en-place of the trade of 
the centrally-planned economies in relation to world 
trade is followed by a discussion of the geographical 
and commodity pattern of eastern European and 
Soviet trade with special reference to the weight of 
developing countries in this trade. This is followed, in 
turn, by an examination of the trends and patterns of 
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trade of the developing countries, first as a whole and 
then by each of their three continental subdivisions. 
Section 4 focuses on the flows of trade between 
principal trading partners and reveals the concentra
tion of these flows on a few countries and com
modities.1 

3. In sections 6 and 9, the future prospects for 
imports of individual commodities and groups of com
modities into the centrally-planned economies of 
eastern Europe and the Soviet Union are discussed in 
the light of the current long-term plan targets and 
official statements of policy of those Governments. 
Section 10 reviews the sparse information available on 
the increases in trade and the patterns of trade foreseen 
in current bilateral trade agreements and also the 
flows of medium- and long-term credit from the eastern 
European countries and the Soviet Union to the 
developing countries. The concluding section sum
marizes the prospects for markets for products of 
immediate and longer-term interest to the developing 
countries in the centrally-planned economies and dis
cusses the measures which might contribute to a 
maximum realization of the possibilities of mutually 
advantageous trade expansion. This, it may be said 
now, will require efforts not only by the Governments 
of the centrally-planned economies but also by those 
of the developing countries themselves; the modifica
tion of some of the current policies of western indus
trialized countries could probably also be of very real 
indirect assistance. 

4. The analysis in this paper, as has been implied 
above, is concentrated on the trade of the centrally
planned economies of eastern Europe-Albania, Bul
garia, Czechoslovakia, eastern Germany, Hungary, 
Poland and Rumania-and the Soviet Union. Only 
marginal attention is given here to the Asian planned 
economies-mainland China, Mongolia, North Korea 
and North Viet-Nam-whose trade with the develop
ing countries of Africa and Asia is dealt with else
where.2 

5. One advantage of here focusing attention on 
the eastern European countries and the Soviet Union 
lies in the special interest that attaches to the study of 
the trade of a group of countries that are co-ordinat
ing their national plans for production and intra-trade 
in many fields-as well as engaging in other forms of 
economic co-operation-within one of the European 
regional groupings, the Council for Mutual Economic 
Assistance (CMEA). The eastern European countries 

• Lack of detailed statistics for 1962 at the time this paper was 
being drafted obliged the secretariat to take 1961 as the terminal 
year for the review of past trends in many cases. Data for 1962 have 
been added to some of the tables at the last minute; but the text has 
been amended only when the addition of data for one more year 
significantly changed the picture. 

• See the study of the ECA secretariat, E/CN.l4/STC/5: " African 
trade with the centrally-planned economies " (a paper submitted to 
the ECA Standing Committee on Trade in September 1962), and the 
study by the ECAFE secretariat: " Trade between developing 
ECAFE countries and centrally-planned economies", in Vol. VII. 

listed above and the Soviet Union have constituted 
the membership of the CMEA practically from the 
date of its establishment in 1949, though Albania 
ceased to participate in the work of the Council in 
1962 and Mongolia became a member in the same 
year. All references to "the CMEA countries" in this 
paper should be taken to refer essentially to this 
group, excluding Mongolia; but in many of the tables 
Albania also has had to be excluded for lack of data. 
though the effect on totals and averages for the group 
as a whole is generally negligible. It should perhaps 
also be mentioned that Cuba is consistently classified 
in this paper with "developing countries" rather than 
with centrally-planned economies, partly on account 
of the advantages already indicated of concentrating 
on the CMEA group as an entity, partly because of 
statistical exigences. Finally, it should be mentioned 
that the phrases "eastern Europe" or "eastern Euro
pean countries " are used throughout this paper as 
excluding the Soviet Union; the whole group, includ
ing the Soviet Union, is designated " the CMEA area 
(or countries)". 

6. The analysis in the first five sections of this 
paper has been impeded by major gaps in the statis
tical data on the trade patterns of both the centrally
planned economies and the developing countries ; and 
the large margin of trade in some countries unspeci
fied by origin and destination is particularly regret
table in this contexU Another major statistical pitfall 
results from the different system of registration of 
origin of imports in the Soviet Union, on the one 
hand, and in the eastern European countries, on the 
other, which may result in inconsistent recording of the 
origin of re-exports from one CMEA country to 
another or of imported goods purchased in a country 
other than that of their origin even though shipped 
directly from that country. 4 In dealing with the market 
offered by the CMEA countries as a group for products 
of interest to developing countries, these difficulties 
can be partly overcome by concentrating attention on 
the net total imports or exports of the product by each 
country (to and from all sources); but in analysing 
the geographical pattern of total trade or of trade in 
large commodity groups the problem is insoluble. In 
sections 6 to 9 even greater difficulties arise from the 
lack of comprehensive and comparable national data 
for the CMEA countries on production and consump
tion of, and foreign trade in, commodities of special 
interest to developing countries, and qualitative assess
ment has to supplement their own and partner coun
tries' statistics. 

• In the Soviet Union, for instance, the value of exports to 
unspecified destinations in 1962 was $450 million, or exactly half 
the value of all recorded Soviet exports to developing countries in 
that year. Clearly, a full knowledge of the destination of Soviet 
exports might have resulted in conclusions diverging materially from 
those reached on the basis of the partial data available. 

• See also the appended "Note on the statistics". 
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PART 1. RECENT TRENDS AND PATTERNS OF TRADE 

1. THE SHARE OF EASTERN EUROPE AND THE SOVIET UNION IN WORLD TRADE 

7. In 1962, the share of the eastern European 
countries and the Soviet Union in world trade amoun
ted to about 11 per cent-roughly equivalent to their 
share in world population but certainly below that in 
output. In the previous year their share in world 
trade was 10.5 per cent and in world population 
10.3 per cent, but their weight in world industrial 
output was estimated to amount to 27.2 per cent in 
1958 (no Secretariat estimates are available of the 
relative distribution of world national income by 
regions).5 The share of all the centrally-planned 
economies (including mainland China, Mongolia, 
North Viet-Nam and North Korea) in world trade was 
some 2 to 2Yz per cent greater than that of the CMEA 
countries alone ; but this share was well below the 
share of the group in world population as well as in 
world output. The relatively very modest weight of 
the CMEA countries as a group in world trade is 
largely due to the low trade dependence of the Soviet 
Union-a country of extensive area and natural 
resources accounting for about two-thirds of the 
group's total industrial output. The still lower trade 
dependence of all the centrally-planned economies as 
a group reflects the situation of mainland China. 

8. The levels of per capita foreign trade turnover 
in some of the centrally-planned economies are illus
trated in Table 1. There are few of them for which 
it is possible to relate the value of foreign trade turn
over to that of national income on comparable bases 
of valuation. However, the Soviet Government has 
estimated the per capita national (material) incomes 
of the Soviet Union and the United States in 1962 at 
$894 and $1,766 respectively;6 and their respective 
comparable foreign trade quotas would then be 6% 
per cent and llYz per cent.7 It may be noted, more
over, that in 1935-1936, when per capita national 
income (including all services) in the United States 
was about 52 per cent of the 1962 level (that is, 
approximately the ratio of per capita national material 
income in the Soviet Union to that in the United 
States in 1962 shown above), the United States foreign 
trade quota was 10 per cent and, of course, was 
somewhat higher in relation to material national in
come alone. In Poland, the ratio of foreign trade turn
over to net national (material) income at the end of 
the fifties was about 25 per cent, against 21 per cent 
in France and 27 per cent in Italy for the ratio of 

• United Nations, Monthly Bulletin of Statistics, October 1963, 
special Table B. 

' Narodnoe Khozyaistvo USSR, 1962. The major difference 
between the concept of national (material) income in the centrally
planned economies and that of gross national product in the market 
economies is that the former excludes both depreciation and " non· 
productive " services (most services other than those connected with 
the transport and distribution of goods}. 

'The difference would be smaller if the comparison were based 
on the ratio of foreign trade turnover to service-inclusive national 
income, given the higher share of " non-productive " services in the 
United States. 

foreign trade turnover to gross (service inclusive) 
national product. In Hungary, the ratio of foreign 
trade to national {material) income is already relatively 
high-over 60 per cent against over 50 per cent of 
gross (service inclusive) national product in Denmark 
and over 75 per cent in the Netherlands-both also 
small countries heavily dependent on international 
trade. Similar data are not available for other 
centrally-planned economies: but the per capita foreign 
trade of Bulgaria is now larger that that of, for 
example, Greece, and its foreign trade quota is 
certainly-that of Czechoslovakia probably-relatively 
high. Nevertheless, as is suggested in section 6 below, 
there seems to be little reason to suppose that any of 
the CMEA countries have yet reached the point at 
which the expansion of their foreign trade in relation 
to national material income should be expected to 
stop. 

9. As can be seen from Table 1, the per capita 
trade of the eastern European countries and the Soviet 
Union expanded rapidly between 1948 and 1960-
faster than that of western Europe, and considerably 
faster than that of the United States. The data in 
Table 2 show that the share of the CMEA area in 
world trade increased from 7.3 per cent in 1950 to 
11 per cent in 1962, as the value of its turnover (in
cluding intra-trade) rose over the period by 285 per 
cent compared with the world-trade expansion of 150 
per cent.8 

10. In relation to total world trade, the volume 
of trade between the centrally-planned economies 
(even including the Asian planned economies) and the 
developing countries is still very small, as can be seen 
from Table 3. It amounted in 1962 to only 3 per cent 
of all world exports and, in 1960, to 1 per cent of 
world exports of manufactures, and these flows were 
considerably smaller than those of trade between any 
of the other main groups of countries. Trade between 
the western developed and the centrally-planned econo
mies in 1962 was nearly double, and that between the 
developed and the developing countries was lO times 
greater than, the flows between the centrally-planned 
and developing economies. However, as is shown in 
sections 2 and 3, trade between the centrally-planned 
economies and the developing countries has been rising 
very fast in recent years and its importance to some 
developing countries and to the world export market 
for some individual commodities is considerably 

' It is of some interest to note that the share of this area in total 
trade, though higher in the 1960s than before the war, was perhaps 
less strikingly different than might have been expected in the light 
of its fast rate of over-all economic growth in the post-war period. 
It seems that the weight of most eastern European countries in 
world trade hardly changed over the period. That of the Soviet 
Union rose from 1.2 per cent in 1938 to 4.7 per cent in 1962; but this 
gain was to a large extent offset by a decline (admittedly only roughly 
estimated) in the share of eastern Germany. 
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TABLE] 

Foreign trade turnover per capita in selected centrally-planned and market economies, 1948, 1955 and 1962 

(Values in current US dollars) 

1948 1955 1962 1948 1955 1962 

Centrally-planned economies Market economies 
Albania. 234 40 13a Denmark 306 500 814 
Bulgaria 35 65 194 Greece 70C 71 112 
Czechoslovakia 122 170 308 France 133 221 317 
Eastern Germany 16 136 276 Western Germany 49 238 469 
Hungary 36 116 223 Italy . 57 95 209 
Poland 44 68 ll7 Spain. 75 
Romania 17 51 94 United Kingdom . 300 378 442 
Soviet Union 18" 33 61 Western Europe 141 226 ca. 335 
Mainland China %-1 61> United States 134 161 202 

Sources : National statistics, OECD Statistical Bulletins; and United Nations Monthly Bulletin of Statistics, 
a !950. b !959. c 1949. a 1961. 

TABLE 2 

The sbare of the eastern European countries and the Soviet Union in world trade 

A Value of turnover in millions of current US dollars 
B = Percentage shares in world trade turnover 

C = Index numbers of value ( 1950 = 100) 

Series 19.18 1950 1955 1960 1961 1962 

Total world trade . . . 0 • ~ • A 44800 115 300 192 100 262 500 273 600 288 600 
B 100 100 100 100 100 100 
c 100 167 228 237 250• 

Eastern Europe and the Soviet A 3 790 8240 15 597 26668 28 685 31692 
Union. 

0 •• - "' • D 8.5 7.3 8.1 10.2 10.5 11.0 
c 100 189 324 348 385 

Albania • ....... ., 0 •• . . . A 10 28 56 130 121 130* 
B 0.0 0.0 0.0 0.0 0.0 0.0 
c 100 200 464 432 464* 

Bulgaria .......•.. .. A 128 266 486 1205 1 329 1 550 
B 0.3 0.2 0.3 0.4 0.5 0.5 
c 100 183a 453 500 583 

Czechoslovakia . . . • . . ... A 620 1 418 2229 3 745 4070 4263 
B 1.4 1.2 1.2 1.4 1.5 1.5 
c 100 157 264 287 301 

Eastern Germany • . • . . . . A 1478 876 2 451 4 361 4478 4 725 
B 3.31> 0.8 1.3 1.7 1.6 1.6 
c 100 280 498 511 539 

Hungary • • .. • • 0 • .. 0 ~ • A 278 644 1 155 1 850 2 059 2248 
B 0.6 0.6 0.6 0.7 0.8 0.8 
c. 100 179 287 320 349 

Poland . . . . . . . . ... A 454 1302 1 852 2 821 3190 3 532 
B 1.0 l.l 1.0 l.l 1.2 1.2 
c 100 142 217 245 271 

Romania .. . ~ . . . . . A 294 456 884 1365 1608 1 759 
B 0.6 0.4 0.5 0.5 0.6 0.6 
c 100 194 299 353 386 

Soviet Union . . . . ... . . . A 528 3 250 6484 ll 191 11 830 13485 
B 1.2 2.8 3.4 4.3 4.3 4.7 
c. 100 200 344 364 415 

Sources: United Nations Yearbook of lnterMtional Trade Statistics, 19S9 a Volume index. 
and 1960; United Nations Monthly BulletiJI of Statistics, June 1963; eastern b Estimated in the Economic Survey of Europe in 1948, Table 24. 
European national statistics. 
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TABLE 3 

Shares of intra-regional and inter-regional trade in world exports, 1960 and 1962 

(ln percentages) 

Region 

World ....... . 

Intra-regional trade . . 
Between developed countries11 • 

Between developing countriesc 
Between centrally-planned economies" 

Total 

1960 1962 

100 100 

60 62 
46 49 
5 5 
9 8 

Manu
factureP 

1960 

100 

66 
54 
2 

10 

Source: United Nations Monthly Bulletin of Statistics, March and June 
1963. 

a SITC sections 5 to 8. 

b North America, western Europe, Australia, New Zealand, Union of 
South Africa and Japan. 

greater than the figures in Table 3 would suggest. For 
foodstuffs, beverages, tobacco and raw materials as a 
group (excluding fuels) more than half of the incre
ment of gross imports into the eastern European 
countries and the Soviet Union (including intra-trade) 
between 1955 and 1961 was provided by the develop
ing countries ; and for the developing countries the 
increment of such exports to the CMEA region over 

Total Manu-
factureP 

Region 1960 1962 1960 

Inter-regional trade . . . . . . . . . . 40 38 34 
Between developed and developing coun-

tries . . . . . . . • . . . . 33 31 28 
Between developed and centrally-

planned economies . . . . . 5 5 5 
Between developing and centrally-

planned economies . . . . . 2 3 

c World less centrally-planned economies and developed countries. 
a Soviet Union, Albania, Bulgaria, Czechoslovakia, eastern Germany, 

Hungary, Poland, Romania, Yugoslavia, mainland China, Mongolia, North 
Korea and North Viet-Nam. 

the same period was almost equal to the total incre
ment of exports to all destinations (see Table 4). In 
fact, the value of the increase in exports of foodstuffs 
from developing countries to eastern Europe and the 
Soviet Union was greater than that of the increase in 
the former countries' total exports of foodstuffs; but 
this is largely due to the recent change in the destina
tion of exports of Cuban sugar. 

TABLE 4 

Increment of imports into eastern European countries and the Soviet Union (CMEA area) from developing countries, 
1955 to 1961 

Imports 
into CMEA 
area from 
developing 
countries 

Total exports 
Toto/Imports from 
into CMEA developing 

area count rles 

Col. 1 as 
percentage 
of Col. 2 

Col: I as 
percentage 
of Col. J 

--:c---'('-1'--) ___ _..:_(2._:) ___ ----,-:( 3) 

Increments 1955 to 1961 in millions of dollars Percentages 

All commodities . . . . . 810 6450 3 930 13 21 
Food, beverages, tobacco . 375 720 330 52 114 
Raw materials 375 640 400 59 94 
Fuels 1 340 2200 
Manufactures . 57 4 670 945 6 

Source: United Nations Monthly BuUetin of Statistics, March 1961 and March 1963. 

2. THE AREA AND COMMODITY DISTRIBUTION OF 
THE TRADE OF THE CMEA COUNTRIES 

The regional distribution 

11. During recent years, more than half of both 
the imports and the exports of the Soviet Union have 
represented trade with eastern European countries. 
For the eastern European countries, intra-CMEA 

trade has constituted about two-thirds of total turn
over. Both in the Soviet Union and in the eastern 
European countries trade with industrialized market 
economies held the second place, being responsible 
for about one-fifth of their total trade (see Table 5). 
In 1961 and 1962, Soviet imports from and exports 
to the developing countries accounted for 13 to 15 
per cent of the respective totals of Soviet trade; but 
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TABLE 5 

Area distribution of imports and exports of the Soviet Union and of eastern Europe, 1955 to 1962 

(In millions of current dollars and in percentages) 

1958 1959 1960 1961 1955 1961 to to to to to Index 1955 1961 1962 1959 1960 1961 1962 1962 number 1955 
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1961 1962 

$millions Annual percentage rates of growth 1955 = 100 Percentage shares 

Imports 

To the Soviet Union: 
TOTAL 3 060.6 5 832.3 6 449.8 16.6 11.0 3.6 10.6 11.2 191 100 100 100 

of which from : 
Eastern Europe 1 662.8 3 065.9 3 587.6 14.2 11.9 8.7 17.0 11.6 185 54.3 52.6 55.6 
Asian centrally-planned eco-

nomies 738.0 714.4 706.2 23.5 -17.6 -28.7 -1.1 -0.6 97 24.1 12.2 10.9 
Developed market economies 462.4 1 176.0 1 350.5 17.5 38.5 0.4 14.8 16.6 254 15.1 20.2 20.9 
Developing countries 182.3 866.8 807.8 11.8 29.4 37.9 -6.8 23.7 475 6.0 14.9 12.5 

of which : Asia . 79.6 351.6 361.8 8.8 10.1 25.4 2.9 24.2 442 2.6 6.0 5.6 
Africa 26.9 152.6 138.0 21.9 19.5 -26.9 -9.6 26.3 567 0.9 2.6 2.1 
Latin America 75.9 362.7 308.0 -1.0 146.3 160.2 -15.1 22.2 478 2.5 6.2 4.8 

Unspecified 15.1 9.2 8.9 0.5 0.1 0.1 

To eastern Europe: 
TOTAL 4 537.3 8 432.9 .. 19.9 12.3 9.0 . . .. 186 100 100 .. 

of which from : 
Eastern Europe and Soviet 

Union 2 870.~5 586.2 . . 25.4 11.5 10.7 .. . . 195 63.3 66.2 .. 
Asian centrally-planned eco-

nomies 242.3 189.9 . . 23.7 -6.8 -47.7 .. . . 78 5.3 2.3 .. 
Developed market economies 1 136.4 2 092.3 .. 7.6 16.1 13.6 .. . . 184 25.0 24.8 .. 
Developing countries 253.9 529.9 . . 14.5 25.6 23.4 .. .. 209 5.6 6.3 .. 

of which : Asia . 72.5 160.8 .. 38.9 46.9 5.2 .. .. 222 1.6 1.9 .. 
Africa 80.1 169.7 .. 4.3 10.7 24.1 .. .. 212 1.8 2.0 .. 
Latin America 101.3 199.4 .. 6.1 22.7 42.2 .. . . 197 2.2 2.4 .. 

Unspecified 34.0 34.6 .. 0.8 0.4 .. 

Exports 

From the Soviet Union: 
TOTAL 3 423.4 5 998.2 7 034.8 26.6 2.2 7.8 17.3 10.8 175 100 100 100 

of which to: 
Eastern Europe 1 792.1 3 420.1 3 971.2 27.2 5.7 9.6 16.1 12.0 191 52.3 57.0 56.5 
Asian centrally-planned eco-

nomies 914.4 578.1 495.0 47.3 -14.5 -40.0 -14.4 -5.6 63 26.7 9.6 7.0 
Developed market economies 581.1 1 134.0 1 211.5 23.1 14.6 5.3 6.8 11.1 195 17.0 18.9 17.2 
Developing countries 87.6 756.1 904.3 -11.7 19.1 107.6 19.6 40.0 863 2.6 12.7 12.9 

of which : Asia . 52.3 243.8 326.0 -23.2 -8.3 60.3 33.7 29.9 466 1.5 4.1 4.7 
Africa 11.0 195.8 169.1 4.3 -2.3 78.6 -13.6 47.8 I 780 0.3 3.3 2.4 
Latin America 24.2 316.5 409.2 21.6 271.7 208.5 29.3 49.8 I 308 0.7 5.3 5.8 

Unspecified 48.2 109.9 452.7 1.4 1.8 6.4 

From eastern Europe: 
TOTAL 4 852.3 8 295.5 .. 12.8 12.7 9.0 .. .. 171 100 100 .. 

of which to: t:~ 
Eastern Europe and Soviet ~-: 

Union 3 030.5 5 531.3 . . 18.7 12.0 12.2 .. . . 183 62.5 66.7 . . 
Asian centrally-planned eco-

nomies 298.1 218.3 .. 10.9 0.9 -47.4 .. .. 73 6.1 2.6 . . 
Developed market economies 1 129.6 1 824.5 .. 8.2 13.8 7.3 .. . . 162 23.3 22.0 . . 
Developing countries 353.8 648.6 .. 4.2 29.5 31.0 .. .. 183 7.3 7.8 . . 

of which : Asia . 144.3 255.3 .. 10.8 44.0 25.3 .. .. 177 3.0 3.1 . . 
Africa 96.8 178.9 .. -5.9 9.4 21.5 .. .. 185 2.0 2.2 .. 
Latin America 112.7 214.3 .. 10.5 35.3 47.1 .. .. 190 2.3 2.6 . . 

Unspecified . 40.3 72.8 .. 0.8 0.9 . . 

Source: Eastern European and Soviet national statistics. 
NoTE-See Appendix Table I for geographical coverage of areas of origin and destinations. 
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TABLE 6 

Cbanges in the value of trade between the Soviet Union and developing countries and between eastern Europe 
and developing coantries, 1955 to 1958 and 1958 to 1961 

(Average annual percentage rates of change based on values in cu"ent dollars) 

1961 value 
1958-1959 1959-1960 1960-1961 196J.J962 1955-1958 1955·1961 1951-1961 I milllon.r 

SoVIET UNION 

Exports to all developing countries . -11.7 19.1 104.6 21.4 58.1 29.1 42.9 745.0 
of which : Asia -23.2 -8.3 60.3 33.7 60.4 4.2 29.3 243.8 

Africa 4.3 -2.3 78.6 -13.6 113.9 22.1 61.6 195.8 
Latin America . 21.6 271.7 197.7 34.0 -2.1 137.8 52.6 ·305.4 

Imports from all developing countries . 11.8 29.4 37.9 -6.8 33.6 25.9 29.7 866.9 
of which : Asia 8.8 10.1 25.4 2.9 43.2 14.5 28.1 351.6 

Africa 21.9 19.5 -26.9 -9.6 74.7 2.1 33.5 152.6 
Latin America . -1.0 146.3 160.2 -15.1 -9.0 85.1 29.8 362.7 

EASTERN EUROPB 

Exports to all developing countries . 4.2 29.5 31.0 1.2 20.9 10.6 648.5 
of which : Asia 10.8 44.0 25.3 -4.3 26.3 10.0 255.3 

Africa .. -5.9 9.4 21.5 13.8 7.7 10.8 178.9 
Latin America . 10.5 35.3 47.1 -4.7 30.0 11.3 214.3 

Imports from all developing countries . 14.5 25.6 23.4 5.5 21.1 13.0 529.9 
of which: Asia 38.9 46.9 5.2 1.1 29.0 14.2 160.8 

Africa 4.3 10.7 24.1 13.9 12.7 13.3 169.7 
Latin America 6.1 22.7 42.2 2.0 22.8 11.9 199.4 

SOUI'ce : Soviet and eastern European national statistics. Note-For geographical coverage see Appendix Table I. 

this share was considerably smaller for the eastern 
European countries as a group, amounting to only 6 
to 8 per cent. 9 

12. The trade of the CMEA area as a whole with 
developing countries rose between 1955 and 1961 
much faster than its total trade, the share of the latter 
countries in total CMEA imports increasing from 6 
per cent to 9 per cent and their share in CMEA 
exports from 5 per cent to 10 per cent.l0 But these 
changes were almost entirely due to the development 
of Soviet trade (see Table 5). The increase of total 
Soviet exports by 75 per cent and of total imports by 
90 per cent was accompanied by 8Yz-fold and five-fold 
expansions of the respective trade flows with develop
ing countries. In contrast, total exports and imports 
(including intra-trade) of the eastern European 

• The 1962 export figure for the Soviet Union is probably grossly 
understated, owing to the large margin in that year of exports 
unidentified by destination, the bulk of which is likely to have gone 
to developing countries. On the other hand, as mentioned in the 
appended "Note on the statistics ", Soviet trade statistics record 
imports by country of origin whereas eastern European countries 
register them according to the country of purchase or last con
signment. Differences in coverage thus impair somewhat the com
parability of the national data, and eastern European imports from 
developing countries are relatively understated on this account. 
Only for one country-Poland-has an estimate been published of 
the value of goods having their origin in developing countries which 
are recorded as imported from some other source: in 1961 this 
amounted to $25 million compared with direct Polish imports from 
developing countries of $110 million (Handel Zagranlczny, No. 5, 
1962, pp. 199 et seq.). 

countries rose over the period by 71 per cent and 86 
per cent respectively, while exchanges with developing 
countries increased by 83 per cent and 109 per cent. 
The shift in the composition of trade in favour of 
developing countries was thus only marginal in the 
case of the eastern European countries, but very 
large for the Soviet Union. This difference can be 
attributed partly to the relatively small volume of 
Soviet trade with developing countries in 1955 (and 
particularly of exports to them which amounted 
to only $88 million compared with $354 million 
from the eastern European countries) and partly to 
the fact that the subsequent decline in trade with 
the Asian planned economies was much more pro
nounced for the Soviet Union than for the eastern 
European countries. 11 

" The increases in the shares of the developing countries are 
partly a reflection of the falling shares of the centrally-planned 
economies in Asia. The recent decline in this trade has been even 
greater than that indicated by a comparison between 1955 and 1961, 
since the peak was reached in 1959: 

CMI>A TRADE WITH ASIAN PLANNED ECONOMIES (IN MILLIONS OF DOLLARS) 

1955 1956 1957 1958 1959 1960 1961 

Exports . • • • • • . 1 190 1 210 1 010 1 230 1 530 1 380 810 
Imports . . • • • . . 960 1 120 I 120 1 280 I 550 I 360 920 

Source : United Nations, Monthly Bullet ill of Statistfcs. 

11 It cannot necessarily be assumed, however, that there was 
much causal connexion, at least for the Soviet Union, between the 
fall in trade with mainland China and the rapid expansion of trade 
with developing countries. 
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13. The rates of change between the two years 
1955 and 1961 hide considerable year-to-year fluctua- · 
tions and also conceal some rather different tendencies 
emerging from comparisons based on shorter periods 
of time. Thus, if the 1955 to 1961 period is split into 
two three-year periods, it appears that for the eastern 
European countries as a group tlie years 1955 to 1958 
were characterized by a virtual stagnation of trade with 
the developing countries,' particularly with those in 
Asia and in Latin America; but since 1959 the aver· 
age rate of trade expansion bas risen to over 20 per 
cent a year, the main beneficiaries being the develop
ing countries of Asia and Latin America (see Table 6). 
In contrast, the rate of growth of Soviet trade with all 
the developing countries was much lower from 1958 
to 1961 than from 1955 to 1958 despite the spectacu· 
lar development of trade with Latin America during 
the last few years. Nevertheless, even the lower rate 
of expansion of Soviet trade from 1958 to 1961 was as 
high as 25 to 30 per cent a year and a few per cent 
higher than the expansion rate of eastern European 
trade. Thus the small starting base, the concentration 
of trade on a few countries and a few commodities 
(see below) and the sudden emergence of Cuba as a 
major trading partner, have all contributed to the 
variations in the rates of growth of trade between the 
CMEA countries and the developing countries from 
one period to another, and to differences between the 
Soviet Union and the eastern European countries in 
the phasing of that growth. The wide fluctuations of 
the trade of individual developing countries with the 
CMEA area are illustrated in Charts 1 and 2 in sec
tion 4. There is a serious difficulty in distinguishing 
between the temporary irregularities and the long-term 
trends of this trade. 12 

14. Among the eastern European countries, trade 
with developing countries has been by far the most 
important for Czechoslovakia, where it amounted to 
12 to 13 per cent of all imports and exports in 1961 
(see Table 7). The weights of developing countries in 
the total trade of each eastern European country have 
not uniformly increased between 1955 and 1961. Hun
garian exports and imports, Polish imports and 
Czechoslovak exports have shown a shrinking share of 
trade with developing countries in the total between 
the two years. The largest gains in the shares of de· 
veloping countries were registered in the two countries 
where the shares were smallest in 1955-Bulgaria and 
eastern Germany. 

15. Not only was trade with developing countries 
of the greatest significance to Czechoslovakia among 
all the eastern European countries, but that country 
also took the lion's share of all eastern European 
imports from the developing countries and supplied 
the largest share of exports to them (see Table 8). This 

11 It must, however, be remembered that wide year-to-year 
fluctuations in trade with individual countries arise also from the 
fact that, when small quantities are involved, shipment may be 
infrequent: three ships depaning or arriving in one year and one in 
the next may not represent any genuine fluctuation in trade, but 
nevertheless affect the statistics. 

TABLE 7 

Share of developing countries in total trade 
of individual eastern Europeun countries, 1955 and 1961 

(In percentages) 

Imports Exports 

Country 1955 1961 1955 1961 

All eastern Europe 5.6 6.3 7.3 7.8 

Bulgaria. 0.6 2.9 1.1 4.9 
Czechoslovakia 9.6« 11.6 15.411 12.7 
Eastern Germany . 1.4 3.7 2.0 5.3 
Hungary 7.3 5.0 7.7 6.9 
Poland 7.2 6.2 4.8 7.5 
Romania 3.3• 4.6 4.8 6.4 

Source : National statistics. a 1956. 

preponderance of Czechoslovakia, as the most im
portant CMEA trading partner of developing countries 
after the Soviet Union, was diminished in 1961 as 
compared with 1955: but it was still maintained for 
each continental subdivision of the developing coun
tries. Eastern Germany and Poland each accounted 
for a further 15 to 20 per cent of this trade ; and 
Romanian and Bulgarian trade relations with develop
ing countries were hardly significant in 1955 but have 
gained in weight since. 

16. In one other respect also developments in the 
Soviet Union and in the other centrally-planned 
economies of Europe differed during the period under 
review. Until 1961 at least, the former country seems 
to have run a considerable import surplus with 
developing countries as a group and with every 
continental sub-group separately. In 1961, the year in 
which Soviet exports to developing countries doubled 
in value, this import surplus was greatly diminished 
as a percentage of the total trade, and it disappeared 
completely in 1962. The important element in this 
change was the increase in exports to Latin America 
(chiefly to Cuba) from $305 million to $409 million, 
accompanied by a 20 per cent decrease in imports 
from this area (see Table 9). On the other hand, the 
eastern European countries as a group have consis
tently had an export surplus with the developing 
countries and, with one or two insignificant exceptions, 
this surplus has been maintained, at least since 1955, 
with each geographical sub-group of developing coun· 
tries, although for Africa and Latin America the 
balances have hardly been significant.12 

17. The figures in Table 9 show that the year 1961 
was significant in another respect-the year when the 
value of Soviet exports to developing countries ex-. 
ceeded for the first time those of the eastern European ·· 
countries. This again was due largely to the impact 
of expanded relations with Cuba, since Soviet trade 

u It is hardly conceivable that this conclusion should be entirely 
invalidated by the different statistical treatment of imports in the 
Soviet Union and in the other eastern European countries, noted 
above; but it is clear that the actual differential is smaller than that 
indicated by the data in Table 9. 
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TABLE 8 

Shares of each of six eastern European countries in the total trade of the group with developing areas in 1955 and 1961 

(In percentages) 

Czecho-
Year Bulgaria slo•akia 

Exports to all developing countries . 1955 0.7 60.5a 
1961 5.0 40.2 

of which to: 
Asia 1955 1.2 70.3a 

1961 3.7 42.8 

Africa. 1955 0.8 67.1a 
1961 6.1 45.3 

Latin America 1955 42.5a 
1961 5.6 33.0 

Imports from all developing coun-
tries 1955 0.6 44.9a 

1961 3.7 44.5 
of which /rom : 

Asia 1955 1.7 51.3a 
1961 1.6 50.4 

Africa. 1955 0.4 46.8a 
1961 5.0 48.0 

Latin America 1955 
1961 4.3 

Sources and geographical co•erage : See Appendix Table I. a 1956. 

with Latin America rose by nearly 200 per cent from 
1960 to 1961 against a less than 50 per cent increase 
for eastern Europe. 

The commodity structure 14 

18. Consideration of the trade of the CMEA area 
as a whole, and of its trade in large commodity groups 
separately, reveals a striking similarity in the com
modity composition of its total imports and exports : 
in 1961 about 15 per cent both of exports and of 
imports consisted of foodstuffs, about 25 per cent of 
raw materials and another 25 per cent of machinery 
[see Table 10 (a)]. But, as might be expected, con
siderable differences appear between the commodity 
structures of the area's trade with different groups of 
countries. 

19. The traditional pattern of its trade with the 
developed market economies is manifested in the large 
share of raw materials in exports in 1961 (about 40 
per cent) and of equipment and other manufactures in 
imports (about 70 per cent). The characteristic feature 
of exports to developing countries is a relatively small 
share of food, though it doubled between 1955 and 
1961, and a relatively large share of machinery (39 
per cent in 1961). The latter group of commodities 

" Tables in the remainder of this and in the following section 
are based on statistics derived from trade tabulations of the United 
NatiOns Monthly Bulletin of Statistics. These differ somewhat from 
the data derived from the national statistics of eastern European 

38.7a 
36.5 

Eastern Total 
Germany Hungary Poland Romania Percentage I m111ioiU 

7.2 13.3 12.5 5.8• 100.0 353.8 
18.6 10.9 17.5 7.8 100.0 648.6 

8.5 10.7• 5.3 4.0• 100.0 144.3 
12.9 13.1 21.0 6.5 100.0 255.3 

7.7 7.3• 5.2 11.9• 100.0 96.8 
21.1 8.5 9.3 9.7 100.0 178.9 

4.9 21.6• 28.2 2.8• 100.0 112.7 
23.1 10.3 20.1 7.9 100.0 214.3 

6.6 15.4 26.5 6.0• 100.0 253.9 
15.5 9.6 19.6 7.1 100.0 529.9 

10.3 15.9• 19.9 0.9• 100.0 72.5 
12.7 11.3 16.9 7.1 100.0 160.8 

6.2 19.7• 12.4 14.5• 100.0 80.1 
16.1 7.1 12.1 11.7 100.0 169.7 

4.3 11.7• 42.4 2.9• 100.0 101.3 
17.3 10.5 28.2 3.2 100.0 199.3 

gained in importance between 1955 and 1961 in respect 
of exports- to all three continental subdivisions of the 
developing countries, at the expense of "other" 
processed goods (excluding machinery and chemicals); 
but the share of foodstuffs in exports to Africa and 
Latin America went up quite steeply. Nearly 95 per 
cent of all imports from developing countries into the 
European centrally-planned economies consist of raw 
materials and food; and between 1955 and 1961-there 
was a decline in the former and an increase in the 
latter, tending to equalize their shares. But this over
all change was exclusively due to a greatly changed 
pattern of imports from Latin America, in which the 
share of food soared to nearly 80 per cent in 1961 
against 51 per cent in 1955-clearly the effect of 
increased imports of Cuban sugar. From the two other 
zones-Asia and Africa-the share of food in imports 
fell over the period, and that of manufactured goods 
other than equipment rose. Imports of machinery and 
other manufactures from all developing countries 
amounted in 1961 to a still insignificant total of 
$75 million. 

20. In 1961, as already mentioned, the developing 
countries took about 10 per cent of all exports of 
CMEA countries, compared with about 5 per cent in 

countries on which Tables I to 9 (and some tables in section 4) 
rely. For details see "A Note on the Statistics " appended to this 
paper. 
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TABLE 9 

Exports, Imports and trade balances In the trade or the Soviet Union and or the eastern European countries 
with developing countries, 1955 to 1962 

(In millions of cu"ent dollars) 

1955 1958 

Soviet Union with 

All developing countries 
Exports 87.6 346.2 
Imports 182.3 434.7 
Balance -94.7 -88.5 

Asia 
Exports 52.3 216.0 
Imports 79.6 234.0 
Balance -27.3 -18.0 

Mrica 
Exports 11.0 107.6 
Imports 26.9 143.4 
Balance -15.9 -35.8. 

Latin America 
Exports 24.2 22.7 
Imports . 75.9 57.2 
Balance . -51.7 -34.5 

Eastern Europe with 

All developing countries 
Exports 353.8 367.0 
Imports 253.9 298.6 
Balance 99.9 68.4 

Asia 
Exports 144.3 126.6 
Imports 72.5 74.9 
Balance 71;8 51.7 

Mrica 
Exports 96.8 143.1 
Imports 80.1 118.4 
Balance 16.7 24.7 

Latin America 
Exports 112.7 97.5 
Imports 101.3 107.7 
Balance 11.4 -10.2 

Sourc~1 and g~ographlcal cov~rag~ : See Appendix Table I. 

1955 ; and this share varied relatively little between 
the main commodity groups presented in Table 10 (b), 
although it should be noted that for capital equipment 
the share of developing countries in total exports was 
nearly 14 per cent in 1961, having been more than 
tripled since 1955. For imports, the over-all weight 
of developing countries was 9 per cent in 1961, against 
6 per cent in 1955, but it varied greatly between 
commodity groups ; as much as 25 per cent both of 
total food imports and of raw material imports came 
from developing countries, whereas for other groups 
imports from developing countries were hardly sig
nificant. 

21. The combined importance of any area and 
commodity group in the exports and imports of the 
European centrally-planned econmnies can better be 

1959 1960 1961 1962 

305.7 364.2 756.1 904.3 
485.9 628.7 866.8 807.8 

-180.2 -264.5 -110.7 96.5 

165.9 152.1 243.8 326.0 
254.6 28Q.4 351.6 361.8 

-88.7 -128.3 -107.8 -35.8 

112.2 109.6 195.8 169.1 
174.8 208.8 152.6 138.0 

-62.6 -99.2 43.2 31.1 

27.6 102.6 316.5 409.2 
56.6 139.4 362.7 308.0 

-29.0 -36.8 -46.2 101.2 

382.3 496.1 648.6 
341.9 429.5 529.9 
40.4 65.6 118.7 

140.3 202.1 255.3 
104.0 152.8 160.8 
36.3 49.3 94.5 

134.7 147.3 178.9 
123.5 136.7 169.7 
11.2 10.6 9.2 

107.7 145.7 214.3 
114.3 140.2 199.4 
-6.6 5.5 14.9 

appreciated when values of trade, broken down by 
area and commodity, are expressed in terms of per
centages of the grand total of exports or imports. Thus, 
in 1961, exports of capital goods to developing coun
tries amounted to 3.7 per cent of all exports (or to 
$520 million) ; and among all categories of goods 
exported to developing countries by far the most 
important was the export of machinery to Asia, which 
amounted to 1.7 per cent of total exports and $235 
million. Exports of manufactures, other than capital 
equipment, to all three sub-regions of developing 
countries exceeded $100 million, and so did exports 
of raw materials to Latin America. Among imports, 
those of raw materials from the developing countries 
amounted to 4.5 per cent of all imports by the CMEA 
countries ; and the most important single item was the 
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TABLE 10 

Commodity structure and area distribution of the trade of the eastern European countries and the Soviet Union, 1955 and 1961 

(SITC numbers at heads of columns) 

Total Trade Food Raw materials and fuels 
Ma-

Ma~~~ery Other manufactured goods 
I mil- Per- beverages transport Chemi-
lions centages and tobacco Total terials Fuels 

(2-4) (2, 4) (3) 
equipment Total cals Other 

Area of destination or origin Year (0-9) (0-8) (0-1) (7) (5, 6, 8) (5} (6, 8) 

Exports (a) Values and percentage distribution by commodity group 

TOTAL 1955 . 8 010 100 
1961 . . 14 120 100 

Centrally-planned economiesa . . 1955 . 6 130 100 
1961 . . 10 030 100 

of which : Asian planned economies . 1955 . 
1961. 

Developed market economies 1955. 
1961. 

Developing countries 1955. 
1961. 

of which: Asiaa 1955 . 
1961. 

Africab 1955. 
1961 . 

Latin America. 1955 . 
1961 . 

Imports 

1 190 100 
810 100 

1 500 100 
2 750 100 

380 100 
1 340 100 

125 100 
510 100 

115 100 
330 100 

140 100 
500 100 

TOTAL 1955 . 7 360 100 
100 1961 . . 13 810 

Centrally-planned economiesa 1955 . 5 770 
1961 . 9 900 

100 
100 

of which : Asian planned economies . 1955 . 
1961 . 

960 100 

Developed market economies. 1955. 
1961 . 

Developing countries 1955. 

of which : Asia a 

Africab . 

Latin America . 

1961 . 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961. 

920 100 

1180 100 
2 690 100 

410 100 
1 220 100 

105 100 
415 100 

130 100 
300 100 

175 100 
505 100 

import of food from Latin America which was 
responsible, in 1961, for 3 per cent of all imports and 
exceeded $400 million in value. 

3. THE AREA AND COMMODITY DISTRIBUTION OF 
TRADE OF DEVELOPING COUNTRIES 

22. It was shown in the preceding section that for 
the CMEA countries as a group the trade with develop
ing countries as a group was still of relatively minor 
importance in 1961, not exceeding 10 per cent of the 
former group's total imports and exports (including 
intra-trade). Data in Table 11 show that the weight of 
eastern Europe and the Soviet Union in the trade of 

13.5 
15.4 

11.6 
13.1 

3.5 
13.0 

23.5 
26.6 

6.1 
9.0 

12.5 
8.9 

1.7 
5.5 

3.9 
11.5 

18.6 
15.2 

16.3 
12.7 

29.7 
9.0 

23.1 
11.6 

37.4 
43.3 

38.4 
20.1 

17.2 
14.1 

51.4 
79.4 

31.3 17.2 14.1 
26.8 13.8 13.0 

28.5 15.9 12.6 
24.3 12.3 12.0 

12.0 3.5 8.5 
23.6 4.4 19.1 

44.8 24.8 20.0 
39.2 21.1 18.1 

23.2 9.7 13.5 
20.0 9.4 10.6 

15.8 7.5 8.3 
10.1 6.5 3.6 

28.1 14.0 14.0 
23.7 10.9 12.8 

25.8 7.8 18.0 
27.1 11.3 15.8 

34.8 25.6 9.2 
25.8 18.4 7.4 

35.2 23.6 11.6 
25.3 15.0 10.3 

48.4 47.9 0.5 
34.3 34.0 0.3 

24.5 23.6 0.9 
16.2 16.1 0.1 

59.0 59.0 
50.8 50.7 0.1 

58.9 58.9 
70.0 69.8 0.2 

78.1 78.1 
76.9 76.9 

45.2 45.2 
19.8 19.8 

31.2 
26.8 

37.2 
30.4 

55.0 
37.0 

7.6 
7.8 

26.0 
39.2 

28.4 
47.7 

22.8 
39.5 

26.5 
30.7 

24.7 
25.4 

27.3 
26.9 

1.1 
0.5 

21.0 
31.5 

24.0 3.7 20.3 
31.0 5.0 26.0 

22.7 2.9 19.8 
32.2 4.3 27.9 

29.5 2.0 27.5 
26.4 4.2 22.2 

24.1 6.9 17.2 
26.4 6.7 19.7 

44.7 4.7 40.0 
31.8 6.6 25.2 

43.3 2.5 40.8 
33.3 3.5 29.8 

47.4 7.0 40.4 
31.3 6.1 25.2 

43.8 4.7 39.1 
30.7 9.9 20.8 

21.9 
33.6 

21.2 
35.1 

3.3 18.6 
4.4 29.2 

2.8 18.4 
4.0 31.1 

20.8 1.0 19.8 
56.2 1.1 55.1 

31.4 6.2 25.2 
40.7 7.7 33.0 

3.6 1.7 1.9 
5.9 0.3 5.6 

2.7 0.9 1.8 
9.9 0.2 9.7 

4.7 4.7 
9.0 9.0 

3.4 3.4 
0.8 0.4 0.4 

developing countries has been still more marginal, 
amounting to less than 5 per cent in 1961; and that 
all the centrally-planned economies accounted for very 
little more.1

" This is so despite the fact that trade 
between the developing countries and the CMEA 
area rose between 1955 and 1961, at a rate several 
times faster than that of either the total trade of 
developing countries or their exchanges with the 
developed market economies (see Table 11). Thus, 
within a 17 per cent increase in all exports between 

"The available statistics, however, omit imports into Latin 
America from the Asian planned economies in 1961. 
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TABLE 10 (continued) 

Total Trade Foot! 
Machinery 

Raw materials and fuels and Other manufactured goods 
I mii- Per- beverages Ma- transport - Chemi-
lions centages and tobacco Tota/ teria/s Fuels equipment Total ca/s Other 

Area of destination or origin Year (().9) (0-8) (0-1) (2-4) (2, 4) (3) (7) (5, 6, 8) (5) (6, 8) 

Exports 

TOTAL 1955. 
1961. 

Centrally-planned economies" 1955 . 
1961. 

of which: Asian planned economies . 1955. 
1961 . 

Developed market economies 1955. 
1961. 

Developing countries 1955 . 
1961 . 

of which : Asia a 1955 . 
1961 . 

Africab . 1955 . 
1961 . 

Latin America. 1955 . 
1961. 

Imports 
TOTAL 1955. 

1961. 

Centrally-planned economies". 1955 . 
1961. 

of which : Asian planned economies . 1955 . 
1961. 

Developed market economies . 

Developing countries 

of which : Asia0 

Africab . 

Latin America . 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961. 

1955. 
1961 . 

1955. 
1961. 

(b) Percentage distribution by area 

100 100 100 100 100 100 
too 100 100 too too 100 

76.5 
71.0 

14.9 
5.7 

18.7 
19.5 

4.7 
9.5 

1.6 
3.6 

1.4 
2.3 

1.7 
3.5 

100 
100 

78.4 
71.7 

13.0 
6.7 

16.0 
19.5 

5.6 
8.8 

1.4 
3.0 

1.8 
2.2 

2.4 
3.7 

65.8 
60.5 

3.8 
4.9 

32.1 
33.9 

2.1 
5.6 

1.4 
2.1 

0.2 
0.8 

0.5 
2.7 

70.1 70.7 69.2 
64.2 63.3 65.1 

5.7 3.0 9.0 
5.1 1.9 8.5 

26.5 26.7 26.4 
28.7 30.2 27.2 

3.4 2.6 4.4 
7.1 6.5 7.7 

0.8 0.7 0.9 
1.3 1.7 1.0 

1.3 1.2 1.4 
2.1 1.9 2.3 

1.3 0.7 2.1 
3.7 2.9 4.4 

91.6 
80.3 

26.2 
8.0 

4.5 
5.8 

3.9 
13.9 

1.4 
6.3 

1.1 
3.5 

1.4 
4.1 

100 100 100 100 100 
100 100 100 100 100 

68.6 79.1 72.1 98.4 86.3 
59.8 70.2 58.3 99.7 75.9 

20.8 18.2 24.5 0.7 0.6 
4.0 9.0 12.5 0.3 0.1 

20.1 
14.8 

11.3 
25.4 

3.1 
4.0 

1.6 
2.0 

6.6 
19.4 

11.3 
12.2 

14.9 
17.1 

9.6 13.0 

1.6 
0.2 

17.6 24.6 0.1 

2.6 3.5 
8.2 11.5 0.1 

3.9 5.3 
6.5 9.1 

3.1 4.2 
2.9 4.0 

13.7 
24.1 

100 100 100 
100 100 100 

72.8 59.6 75.2 
73.6 61.2 76.0 

18.2 7.9 20.1 
4.9 4.9 4.9 

18.6 34.5 15.7 
16.7 26.4 14.8 

8.6 5.9 9.1 
9.7 12.4 9.2 

2.7 1.0 3.1 
3.8 2.4 4.0 

2.9 2.8 2.9 
2.3 2.9 2.3 

3.0 2.1 3.1 
3.6 7.1 2.9 

100 100 100 
100 100 100 

75.8 66.3 77.5 
74.9 65.3 76.3 

12.4 4.2 13.9 
11.3 1.7 12.7 

23.2 
23.5 

30.8 21.9 
34.2 22.0 

1.0 2.9 0.6 
1.6 0.5 1.7 

0.2 0.4 0.2 
0.9 0.2 1.0 

0.4 0.4 
0.6 0.7 

0.4 2.5 
0.1 0.3 0.0 

Source: United Nations Monthly Bulletin of Statistics, March 1961 and March 1963. 
a Obtained as residual (i.e. including a small percentage of unspecified trade). 

b Including South Africa. 

1955 and 1961, those to all centrally-planned econo
mies went up 2~ times and those to eastern Europe 
and the Soviet Union were almost exactly trebled, 
whereas those to developed market economies in
creased by 16 per cent only. The total imports of 
developing countries expanded faster than their ex
ports, and the rate of expansion of imports from 
eastern Europe and the Soviet Union contrasted again 
with the rise of imports from developed market 
economies-increases of 253 per cent and 35 per cent, 
respectively. 

23. In 1961 the broad commodity pattern of 
exports of developing countries to the CMEA coun
tries was not markedly different from that of all 
exports. Both flows are characterized by a large share 
of raw materials (more than 50 per cent) and foodstuffs 
{30 to 40 per cent). Exports of capital equipment are 
virtually non-existent in both flows; but exports of 
other manufactured goods play a more important 
part in the trade with developed market economies 
and in the developing countries' intra-trade than in 
their trade with centrally-planned economies. Another 
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TABLB 11 distinctive feature has been the virtual absence of 
Changes fn trade of developing countries by area, exports of fuels to the CMEA area, which constitute 

1955 to 1961 a very important export item from developing coun-
(Percentage change) tries to other destinations. The data in Table 12 show 

Percentage that the shares of exports to eastern Europe and the 
Percentage Increase distribution in 1961 Soviet Union in total exports of foodstuffs and raw 

Destination or origin Exports Imports Exports Imports materials in 1961, greater than the over-all share of 
this area (6.6 per cent of foodstuffs and 8.4 per cent 

All countries • • • . . . 17 31 100.0 100.0 of raw materials, against 4.4 per cent over-all) ; on the 
Developed market economies . 16 35 71.5 73.6 other hand, exports of processed goods to the CMEA 

of which: Western Europe .. 18 30 40.7 39.7 area were still insignificant. There are grounds for 
Centrally-planned economies . . 156 173 5.3 5.8 believing that this situation is now beginning to change 

of which : Eastern Europe and and that it is likely to change still more in the future Soviet Union 198 253 4.4 4.6 
Rest of world ... 6 5 23.2 20.6 (see Part 2 below). 

Sourct : As for table 12. 

TABLB 12 

Commodity structure and area distribution of the trade of developing countries, 1955 and 1961 

( SITC numbers at heads of columns) 

Total Trade Raw materials and fuels 
Machinery 

Food and "Other mamifactured goods 
I mil· Per- beverages Ma- transport Chemi-

//0113 cent ages and tobacco Total ter/als Fuels equipment Total cals Other 
Area of destination or origin Year (0-9) (0-8) (0-1} (2-4) (2, 4) (3) (7) (5, 6, 8) (5) (6, 8) 

Exports (a) Values and percentage distribution by commodity group 

TOTAL 1955. . 23 670 100 32.6 54.6 29.5 25.0 0.5 12.3 1.0 11.3 
1961. . 27 600 100 29.2 56.3 26.8 29.5 0.8 13.7 1.2 12.5 

Developed market economies . • 1955. . 17080 100 35.6 52.7 32.0 20.7 0.2 11.6 0.8 10.9 
1961. . 19 730 100 30.0 56.8 28.6 28.2 0.3 12.9 0.9 12.0 

of which: Western Europe • 1955. 9 530 100 33.6 54.8 34.9 19.8 0.2 11.5 0.7 10.8 
1961. . 11220 100 29.1 57.2 29.6 27.6 0.3 13.4 0.8 12.6 

Centrally-planned economies . • 1955. 575 100 31.0 60.7 60.7 0.2 8.1 5.0 3.1 
1961. 1470 100 43.5 50.5 50.3 0.2 0.1 5.9 0.7 5.2 

of which : Eastern Europe and Soviet 1955. 410 100 37.3 59.0 59.0 3.6 1.7 1.9 
Union 1961. 1220 100 43.3 50.8 50.7 0.1 5.9 0.2 5.6 

Asian planned economies . 1955. 165 100 14.8 64.8 64.8 0.6 19.8 13.6 6.2 
1961. 250 100 44.2 49.0 48.2 0.8 0.8 6.0 3.2 2.8 

Rest of world ... * •••• "' .... w 1955. 6015 100 24.3 59.4 19.6 39.8 1.5 14.8 1.4 13.4 
1961. 6400 100 23.5 56.2 15.8 40.4 2.6 17.8 2.1 15.7 

Imports 

TOTAL 1955. . 22 400 100 16.2 21.0 8.5 12.4 24.4 38.4 7.4 31.0 
1961 . . 29 360 100 16.1 17.7 7.2 10.4 29.7 36.6 8.2 28.3 

Developed market economies . • 1955 . . 16 010 100 12.5 7.5 4.2 3.3 33.2 46.8 9.8 37.0 
1961 . . 21 600 100 13.9 7.1 4.5 2.6 37.2 41.7 10.2 31.6 

of which : Western Europe . 1955. 8 960 100 10.5 6.4 3.2 3.2 32.9 50.2 10.2 40.0 
1961. . 11 670 100 9.9 5.0 2.4 2.6 39.2 45.9 11.7 34.2 

Centrally-planned economies . . 1955. 620 100 25.9 19.8 11.7 8.1 15.8 38.6 3.5 35.1 
1961. 1695 100 14.3 17.6 9.1 8.5 31.3 36.8 5.8 31.0 

of which : Eastern Europe and Soviet 1955. 380 100 6.1 23.2 9.7 13.5 26.0 44.8 4.7 40.1 
Union 1961. 1 340 100 9.0 20.0 9.4 10.6 39.2 31.8 6.6 25.2 

Asian planned economies . 1955. 240 100 55.1 14.7 14.7 0.8 29.4 1.6 27.8 
1961. 355 100 34.2 8.5 7.7 0.8 1.7 55.6 2.9 52.7 

Rest of world ...... . . . . . . 1955. 5 770 100 25.2 58.1 20.0 38.1 1.3 15.4 1.4 14.0 
1961. 6065 100 24.2 55.0 16.2 38.8 2.6 18.2 2.1 16.2 
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TABLE 12 (continued) 

Toto/ Trade Row materials and fuels 
Machinery 

Food and Other momifoctured goods 
I mil- Per- beverages Ma- transport Chemi-

lions cent ages and tobacco Total terials Fuels equipment Total cols Other 
Area of destination or origin Year (0-9) (()..8) (0-1) (2-4) (2, 4) (3) (7) (5, 6, 8) {$) (6, 8) 

Exports (b) Values lind percentage distribution by area 

TOTAL 1955. . 23 670 100 100 100 100 100 100 100 100 100 
1961. . 27 600 100 100 100 100 100 100 100 100 100 

Developed market economies 1955. . 17080 72.2 7R.8 69.7 78.2 59.7 22.5 68.0 54.2 69.3 
1961. . 19 730 71.5 73.4 72.1 76.4 68.3 27.1 67.6 54.7 68.8 

of which : Western Europe . 1955. 9 530 40.3 41.4 40.4 47.6 31.9 15.8 37.3 27.5 38.2 
1961. . 11220 40.7 40.6 41.3 45.0 38.0 14.7 39.9 27.2 41.1 

Centrally-planned economies 1955. 575 2.4 2.3 2.7 5.0 0.8 1.6 12.1 0.7 
1961. 1470 5.3 8.0 4.8 10.1 0.9 2.3 3.4 2.2 

of which : Eastern Europe and Soviet 1955. 410 1.7 2.0 1.9 3.5 0.5 2.9 0.3 
Union 1961. 1220 4.4 6.6 4.0 8.4 1.9 0.9 2.0 

Asian planned economies . 1955. 165 0.7 0.3 0.8 1.5 0.8 1.1 9.2 0.4 
1961. 250 0.9 1.4 0.8 1.6 0.9 0.4 2.5 0.2 

Rest of world . . . ~ . ~ .. ~ .. ,. . . 1955. 6 015 25.4 18.9 27.6 16.8 40.3 76.7 30.3 33.8 30.0 
1961. 6400 23.2 18.6 23.1 13.6 31.7 72.0 30.1 41.9 29.0 

Imports 

TOTAL 1955 . • 22400 100 100 100 100 100 100 100 100 100 
1961. . 29 360 100 100 100 100 100 100 100 100 100 

Developed market economies . . 1955 . . 16 010 71.5 55.2 25.4 35.3 18.7 96.8 86.8 93.9 85.1 
1961 . . 21 600 73.6 63.6 29.5 46.2 17.9 92.1 83.8 90.7 81.8 

of which : Western Europe . 1955. 8 960 40.0 25.9 12.2 15.0 10.3 53.5 52.0 54.6 51.4 
1961 . . 11670 39.7 24.4 11.2 13.0 10.0 52.2 49.6 56.1 47.7 

Centrally-planned economies . . 1955. 620 2.8 4.4 2.6 3.8 1.8 1.8 2.8 1.3 3.1 
1961. 1 695 5.8 5.2 5.8 7.3 4.8 6.1 5.9 4.1 6.4 

of which : Eastern Europe and Soviet 1955. 380 1.7 0.6 1.8 1.9 1.8 1.8 1.9 1.0 2.1 
Union 1961. 1 340 4.6 2.6 5.2 6.0 4.7 6.1 4.0 3.7 4.1 

Asian planned economies . 1955. 240 1.1 3.8 0.8 1.9 0.9 0.2 1.0 
1961. 355 1.2 2.6 0.6 1.3 0.1 0.1 1.9 0.4 0.3 

Rest of world . . . . . . . . . . . . 1955 . 5 770 25.8 40.4 72.0 60.9 79.5 1.4 10.4 4.8 11.7 
1961. 6065 20.7 31.3 64.7 46.5 77.3 1.8 10.4 5.2 11.9 

Source: United Nations Monthly Bulletin of Statistics, March 1961 and March 1963. 

24. The commodity composition of the imports of 
developing countries from the CMEA area is similar 
to that of their imports from developed market econo-
mies. In 1961, machinery and equipment accounted 

Asia 16 

for 39 per cent of the total from the CMEA countries 25. In 1955 the value of the trade turnover of the 
(against 37 per cent of imports from developed market Asian developing countries with eastern Europe and 
economies) and other manufactures for 32 per cent the Soviet Union hardly exceeded $100 million. and 
(against 42 per cent). Raw materials and fuels formed represented not more than 1 to 1.5 per cent of the 
a markedly higher share of imports from the CMEA total exports and imports of the Asian developing 
area than of those from developed market economies countries.17 But the following years witnessed much 
(20 per cent against 7 per cent) but the share of food- faster expansion of this trade than of the trade of 
stuffs was higher in the latter total than in the former. Asian developing countries with other large regions. 
The share of the European planned economies in the 
total imports of the developing countries was 4.6 per "For a more detailed analysis of trade between the BCAFB 

region and the CMEA countries see the study prepared by the 
cent in 1961; their share in the totals for individual ECAFE secretariat, in Vol. VII. 
commodity groups ranged from 2.6 per cent for food. " Eastern European and Soviet national statistics provide con• 
beverages and tobacco to 6.1 per cent for equipment siderably (about 50 per cent) higher figures for these flows, which 

would raise the shares from 1.5 per cent to 2.0 to 2.5 per cent (see 
[see Table 12 (b)]. "A Note on the statistics", appended). 
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Thus trade turnover with the CMEA countries was 
quadrupled between 1955 and 1961, compared with 
the rise of the Asian developing countries' exports to 
all destinations by 20 per eent and of their total 
imports by 47 per cent. Exports to western Europe 
increased particularly slowly-by only 14 per cent; 
but the $310 million increment of exports to the 
CMEA countries represented 15 per cent of the total 
increment of exports over the six years. 

26. A considerable bulk of the Asian developing 
countries' exports has traditionally consisted of Middle 
Eastern oil, and the fuels group was responsible in 
1961 for more than 40 per cent of all the exports of 
the area. The fact that the CMEA countries do not 
figure among the importers of oil from the area greatly 
influences the varying commodity composition of 
Asian exports among importing regions (see Table 13). 

On the other hand, raw materials (other than fuels) 
were a particularly dynamic item of exports to eastern 
Europe and the Soviet Union over the years 1955 to 
1961, and by 1961 such exports were responsible for 
10 per cent of exports of raw materials to all destina· 
tions and for 70 per cent of exports of all commodities 
to the CMEA area. 

27. About half of the Asian developing countries' 
imports from the CMEA area in 1961 consisted of 
machinery and equipment, and this was a much higher 
share than in imports from other regions. However, 
although these imports amounted to nearly $300 
million they represented not more than 8 per cent of 
imports of machinery from all sources. The weight 
of eastern Europe and the Soviet Union in imports of 
other commodity groups was still lower [see Table 
l3 (b)]. 

TABLE 13 

Commodity structure and area distribution of the trade of developing countries in Asia," 1955 and 1961 

(SFIC numbers at heads of columns) 

Total Trade Food Raw materials and fuels M"':,~~ery Other manufactured goods 

I mil· Per· beverages Ma· transport Chemi· 
/Ions cent ages and tobacco Total terlals Fuels equipment Total cals Other 

Area of destination or origin Year (0-9) (0·8) (0·1) (2·4) (2, 4) (3) {7) {5, 6, 8) (5) {6, 8) 

Exports (a) Values and percentage distribution by commodity group 

TOTAL 1955. . lO 380 100 19.3 69.2 31.0 38.2 0.4 11.0 0.8 10.3 
1961. . 12420 100 18.4 66.6 23.6 43.0 1.0 14.0 0.9 13.1 

Developed market economies . 1955. 6600 100 18.1 74.5 35.9 38.7 0.1 7.2 0.4 6.8 
1961. 7 910 100 16.0 72.3 25.4 46.9 0.4 11.3 0.4 10.9 

of which : Western Europe 1955. 3 650 100 17.1 78.6 33.4 45.2 0.2 4.1 0.4 3.7 
1961 . 4150 100 16.0 76.0 21.8 54.2 0.5 7.5 0.2 7.3 

Centrally-planned economies . 1955. 237 100 27.7 57.9 57.9 0.4 14.0 9.1 5.0 
1961. 556 100 22.3 67.4 66.8 0.5 0.4 9.9 1.6 8.3 

of which : Eastern Europe and Soviet 1955. 105 100 38.4 58.9 58.9 2.7 0.9 1.8 
Union 1961. 415 100 20.0 70.0 69.8 0.2 9.9 0.2 9.7 

Asian planned economies . 1955. 133 100 18.5 56.9 56.9 0.8 23.8 16.1 7.7 
1961. 141 100 29.1 59.6 58.2 1.4 1.4 19~5.7 4.2 

Rest of world .. . . . .. 1955. 3 543 100 21.1 60.1 20.2 40.0 0.9 17. 0.9 17.0 
1961. 3 954 100 22.7 54.7 13.6 41.1 2.3 20.2 1.7 18.5 

Imports 
TOTAL 1955. 9190 100 19.7 29.0 11.3 17.7 16.3 35.0 6.7 28.3 

1961 . . 13 530 100 19.0 22.7 9.1 13.7 23.5 34.8 7.2 27.6 

Developed market economies . 1955. 5 230 100 17.2 6.7 4.0 2.7 26.9 49.2 10.5 38.6 
1961 . 8 650 100 17.2 7.7 5.4 2.3 32.5 42.6 10.2 32.4 

of which : Western Europe 1955. 2 790 100 13.2 5.6 2.7 2.9 28.9 52.2 12.8 39.4 
1961 . 4140 100 10.1 4.0 1.9 2.1 39.8 46.1 13.1 33.0 

Centrally-planned economies . 1955. 341 100 38.8 15.6 12.6 2.9 10.6 35.0 2.1 32.9 
1961 . 834 100 18.6 9.7 7.1 2.6 29.4 42.3 3.1 39.2 

of which : Eastern Europe and Soviet 1955. 125 100 12.5 15.8 7.5 8.3 28.3 43.3 2.5 40.8 
Union 1961 . 510 100 8.9 10.1 6.5 3.7 47.7 33.3 3.4 29.8 

Asian planned economies . 1955. 216 100 53.2 15.5 15.5 0.9 30.4 1.8 28.6 
1961 . 324 100 33.4 9.0 8.1 0.9 1.3 56.3 2.5 53.8 

Rest of world ... 1955. 3 619 100 21.5 62.3 21.7 40.6 1.5 14.7 1.6 13.1 
1961. 4046 100 22.9 56.9 17.1 39.8 3.3 16.9 1.6 15.2 
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TABLE 13 (continued) 

Total Trade Food Raw materials a11d fuels Mac:,~ery Other manufactured goo/h 
$ mil- Per- beverages Ma- transport Cheml· 
lions centages and tobacco Total terials Fuels equipment Total cals Other 

Area of destination or origin Year (0-9) (0·8) (O-J) (2-4) (2, 4) (fJ) (7) (5, 6, 8) (5) (6, 8) 

Exports (b) Values and percentage distribution by area 

TOTAL 1955 . . 10 380 
1961 . . 12 420 

100 
100 

Developed market economies . 

of which : Western Europe 

Centrally-planned economies . 

of which : Eastern Europe and Soviet 
Union 

Asian planned economies 

Rest of world 

Imports 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961. 

1955. 
1961. 

1955. 
1961. 

1955. 
1961 . 

6600 
7 910 

3 650 
4150 

237 
556 

105 
415 

133 
141 

3 543 
3954 

63.6 
63.7 

35.2 
33.4 

2.3 
4.5 

1.0 
3.3 

1.3 
1.1 

34.1 
31.8 

TOTAL 1955 . 9 190 100 

Developed market economies . 

of which : Western Europe 

Centrally-planned economies . . 

of which : Eastern Europe and Soviet 
Union 

Asian planned economies . 

Rest of world 

1961 . . 13 530 100 

1955. 5 230 56.9 
1961 . 8 650 63.9 

19~. 2 790 30.4 
1961 . 4 140 30.6 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961. 

1955. 
1961. 

341 
834 

125 
510 

216 
324 

3 619 
4046 

3.7 
6.2 

1.4 
3.8 

2.3 
2.4 

39.4 
29.9 

100 
100 

59.5 
56.0 

31.0 
29.3 

3.4 
5.5 

2.2 
3.7 

1.2 
1.8 

37.2 
38.5 

100 100 100 100 
100 100 100 100 

68.5 73.5 64.4 21.4 
69.9 69.2 70.2 27.8 

39.8 37.7 41.5 14.3 
38.4 31.1 42.4 15.9 

2.0 4.4 2.4 
4.6 12.8 0.1 1.6 

0.9 2.1 
3.6 10.0 

In L3 2.4 
1.0 2.8 1.6 

29.6 22.1 35.6 76.2 
25.6 18.0 29.7 70.6 

100 100 100 100 100 
100 100 100 100 100 

49.4 13.1 20.0 8.8 93.9 
51.5 21.6 37.9 10.8 88.1 

20.5 5.9 7.3 5.1 54.4 
16.1 5.2 6.3 4.6 51.1 

7.4 
6.0 

0.8 
1.7 

6.6 
4.2 

43.1 
36.5 

2.0 
2.6 

0.7 
1.7 

1.3 
0.9 

84.8 
75.8 

4.2 
4.8 

0.9 
2.7 

3.3 
2.2 

75.8 
57.3 

0.6 
1.2 

0.6 
1.0 

0.2 

90.6 
88.1 

2.4 
7.7 

2.3 
7.6 

0.1 
0.1 

3.7 
4.2 

100 100 100 
100 100 100 

41.7 32.1 42.5 
51.9 28.6 53.4 

13.0 16.7 12.7 
18.0 8.6 18.6 

3.0 28.2 1.1 
3.2 8.6 2.9 

0.3 1.3 0.2 
2.4 1.0 2.5 

2.7 26.9 0.9 
0.8 7.6 0.4 

55.3 39.7 56.4 
44.9 62.9 43.7 

100 100 100 
100 100 100 

79.6 89.3 77.3 
77.9 90.5 74.6 

45.7 58.7 42.6 
40.0 55.3 36.1 

3.8 
7.5 

1.6 
3.6 

2.1 
3.9 

16.6 
14.7 

1.2 
2.6 

0.5 
1.8 

0.7 
0.8 

9.6 
6.8 

4.4 
8.7 

1.9 
4.0 

2.5 
4.7 

18.3 
16.7 

Source: United Nations Monthly Bulletin of Statistics, March 1961 and March 1963. 

a EJ<cluding centrally-planned economies of Asia and Japan. 

28. In 1955, the trade turnover of Asian develop
ing countries with Asian centrally-planned economies 
was larger (and for developing countries' imports 
alone considerably larger) than that with the CMEA 
area. But in 1961, exports to the Asian planned econo
mies were not more than about one-third of those to 
the CMEA group ; although for imports the proportion 
was nearly two-thirds. Among imports from the Asian 
planned economies in 1961 "other" manufactures as 
shown in Table 13 played the major role, their share 
having risen as that of foodstuffs fell. 

Africa 18 

29. In 1955 only about 2.5 per cent of African 19 

"See also "African Trade with Centrally-Planned Economies", 
E/CN.l4/STC/5, a paper submitted by the ECA secretariat to its 
Standing Committee on Trade in September 1962. 

exports went to eastern Europe and the Soviet Union, 
and for African imports this share was even lower 
(see Table 14); but by 1961 the shares had about 
doubled. Over this period, total African exports rose 
from $5300 million to $6500 million, or by 23 per 
cent; but exports to the CMEA countries increased 
much faster (by 130 per cent). Similarly an African 
imports went up by 25 per cent but those from the 
centrally-planned economies of Europe doubled. 

30. Raw materials (excluding fuels) have contri
buted more than 40 per cent of all African exports, 
and foods, beverages and tobacco about one-third. 
But the structure of African exports to the CMEA 
area has been somewhat different during the last few 

" African continent and associated islands: it has not been 
possible to exclude the Republic of South Africa's trade from the 
figures quoted in this subsection and in Table 14. 
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years and consisted overwhelmingly of raw materials 
(about 80 per cent), while foods contributed 15 to 17 
per cent; exports of processed goods were hardly 
significant in trade with the CMEA area, though they 
(mainly metals) amounted to nearly 20 per cent of all 
African exports. 

31. The bulk of African imports consists tradition
ally of processed foods (more than 40 per cent of all 
imports in 1961) and capital equipment (nearly 30 per 
cent). In the imports from the European centrally
planned economies the share of raw materials, and 
particularly of fuel, has been considerably larger than 
in over-all imports. It is also noticeable that the 
relative importance of imports of machinery from the 
CMEA countries had increased by 1961 to about 40 
per cent, from 23 per cent of imports from those 

countries in 1955; but the absolute figures are still 
very small, and the total value of equipment imported 
into Africa from eastern Europe and the Soviet Union 
in 1961 was only $130 million. 

Lntin America 

32. The share of the CMEA countries in the total 
exports and imports of Latin American countries in 
1955 was of the same order of magnitude as that in 
the trade of the developing countries of Asia and 
Africa, about 2 per cent. But over the six years under 
review, Latin American trade with eastern Europe and 
the Soviet Union expanded faster than that of Africa 
and nearly as fast as that of the Asian developing 
countries. Whereas total Latin American exports 

TABLE 14 

Commodity structure and area distribution of the trade of developing countries in Africa,a 1955 and 1961 

(SJTC numbers at heads of columns) 

Area of destination or origin 

Exports 

Developed market economies . 

of which: Western Europe 

Centrally-planned economies . 

Year 

TOTAL 1955. 
1961. 

1955. 
1961. 

1955. 
1961. 

1955. 
1961 . 

of which: Eastern Europe and Soviet 1955. 

Rest of world 

Union 1961. 

Asian planned economies 1955. 
1961. 

Imports 

1955. 
1961 . 

TOTAL 1955. 
1961. 

Developed market economies . 1955. 
1961 . 

of which : Western Europe 1955 . 
.1961. 

Centrally-planned economies . 1955. 
1961. 

of which: Eastern Europe and Soviet 1955 . 

Rest of world 

Union 1961. 

Asian planned economies . 1955. 
1961. 

1955. 
1961. 

Total Trade Food Raw materials and fuels Ma~~dry Other manufactured goods 
I mil- Per- bl!Verages Ma- transport Cheml-
llom centages and tobacco Total terlals Fuels equipment Total cals Other 

(0-9) (0-8) (0-l) (2-4) (2, 4) (!J) (7) (5, 6, 8) (5) (6, 8) 

(a) Values and percentage distribution by commodity group 

5 310 100 
6 520 100 

4 310 100 
5 250 100 

3 590 100 
4 310 100 

157 100 
337 100 

130 100 
300 100 

27 
37 

843 
933 

100 
100 

100 
100 

6 290 100 
7 750 100 

5 250 100 
6 310 100 

4170 100 
4 800 100 

137 100 
361 100 

115 100 
330 100 

22 100 
31 100 

903 100 
1079 100 

36.3 
32.9 

38.0 
34.7 

38.4 
33.3 

14.2 
12.5 

17.2 
14.0 

31.6 
30.3 

14.5 
16.7 

11.3 
15.0 

11.1 
12.8 

14.6 
8.6 

1.8 
5.5 

78.3 
41.9 

32.8 
29.3 

42.7 41.7 0.9 
47.1 40.2 6.9 

41.7 41.5 0.2 
46.7 39.2 7.5 

42.0 41.8 0.2 
47.2 38.2 9.0 

81.9 81.9 
79.4 79.4 

78.1 78.1 
76.9 76.9 

100 100 
100 100 

40.7 35.7 
38.7 32.8 

5.0 
5.9 

12.9 4.9 8.1 
13.3 5.0 8.3 

7.7 3.5 4.3 
7.4 3.6 3.8 

7.3 2.5 4.8 
6.9 2.7 4.3 

24.8 13.1 I 1. 7 
21.9 10.3 11.7 

28.1 14.0 14.0 
23.7 10.9 12.8 

8.7 8.7 
3.2 3.2 

40.9 11.6 29.3 
45.1 11.7 33.5 

1.3 
1.1 

0.3 
0.2 

0.3 
0.2 

6.4 
6.1 

28.0 
29.3 

32.9 
33.8 

31.9 
34.1 

19.0 
36.7 

22.8 
39.5 

6.5 

1.6 
0.8 

19.8 1.5 18.3 
18.9 1.7 17.2 

20.0 0.9 19.1 
18.4 1.2 17.3 

19.3 0.8 18.5 
19.3 1.1 18.2 

3.9 3.9 
8.1 8.1 

4.7 4.7 
9.0 9.0 

21.3 
24.9 

4.4 17.0 
4.9 20.0 

44.6 6.7 37.9 
40.7 7.5 33.2 

48.1 7.7 40.4 
43.8 8.4 35.4 

49.7 8.2 41.5 
46.2 9.4 36.8 

41.6 5.8 35.8 
32.8 6.1 26.7 

47.4 7.0 40.4 
31.3 6.1 25.2 

13.0 13.0 
48.4 6.5 41.9 

24.7 0.8 23.9 
24.8 2.7 22.2 
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TABLE 14 (continued) 

Machinery 
Total Trtuk Food Raw materillh and fuels and Other malflifactured goods 

I mil· Per• bt'lt!rages Ma· I ransport Cheml· 
11om e~~ntaz•s and tobacco Total terillh Fuels equipment Total cats Other 

Area of destlnatltm or origin Year (0-9) (0-8) (0-1) (24) (2, 4) (3) (7) (5, 6, 8) (5) (6, 8) 

Exports 

Developed market economies . 

of which: Western Europe 

Centrally-planned economies . 

TOTAL 1955. 
1961. 

1955. 
1961. 
1955. 
1961. 

1955. 
1961. 

of which : Eastern Europe and Soviet 1955 . 
Union 1961. 

Asian planned economies . 1955. 
1961. 

Rest of world • . . . . . . . . . . . 195.5 . 
1961. 

Imports 

Developed market economies . 

of which : Western Europe 

Centrally-planned economies . 

TOTAL 1955. 
1961. 

1955. 
1961. 

1955. 
1961. 

1955. 
1961. 

of which : Eastern Europe and Soviet 1955 . 
Union 1961. 

Asian planned economies . 1955 . 
1961. 

Rest of world . . . . . . • . . . . . 1955 . 
1961. 

5 310 
6520 

4 310 
5250 

3 590 
4310 

157 
337 
130 
300 
27 
37 

843 
933 

6290 
7750 

.5 250 
6 310 

4170 
4800 

137 
361 

ll5 
330 

22 
31 

903 
1079 

(b) Values and percentage distribution by area 

100 100 100 100 100 100 
100 100 100 100 100 100 

81.2 84.9 79.1 80.5 16.0 20.6 
80.5 83.8 78.6 77.3 86.7 12.7 
67.6 71.4 66.2 67.4 14.0 16.2 
66.1 66.2 65.5 62.1 85.6 9.9 

3.0 1.1 5.6 5.1 
5.2 1.9 8.6 10.1 
2.4 
4.6 

0.5 
0.6 

15.9 
14.3 

100 
100 

83.5 
81.4 
66.3 
61.9 

2.2 
4.7 

1.8 
4.3 

0.3 
0.4 

14.4 
13.9 

1.1 
1.9 

14.0 
14.3 

100 
100 

64.8 
73.2 

50.0 
47.2 

2.3 
2.4 

0.2 
1.4 

2.0 
1.0 

33.0 
24.3 

4.4 4.5 
7.4 8.7 
1.2 1.2 
1.2 1.4 

15.3 13.7 84.0 79.4 
12.8 12.7 13.3 87.3 

100 100 
100 100 
49.7 59.3 
45.0 57.9 

100 
100 

43.9 
37.3 

36.9 33.9 38.8 
32.2 32.9 31.7 

4.3 6.1 3.3 
7.8 9.7 6.7 

4.1 5.4 3.3 
7.7 9.5 6.7 

0.3 0.7 
0.1 0.3 

46.0 34.6 52.9 
47.1 32.4 56.0 

100 
100 

97.6 
93.7 

74.7 
71.7 

1.5 
5.9 

1.5 
5.8 

0.1 
0.8 
0.4 

100 100 100 
100 100 100 

82.1 51.9 84.5 
77.4 54.5 79.6 
65.7 36.4 68.0 
66.7 42.7 69.0 

0.6 0.6 
2.2 2.4 
0.6 0.6 
2.2 2.4 

17.3 48.1 14.8 
20.4 45.5 18.0 

100 100 100 
100 100 100 

89.8 96.3 88.7 
87.7 91.2 86.9 

73.0 80.2 71.7 
70.2 77.2 68.7 

2.1 2.0 2.1 
3.8 3.9 3.8 

2.0 2.0 2.0 
3.3 3.5 3.3 

0.1 0.1 
0.6 0.5 0.6 

8.1 1.7 9.2 
8.5 4.9 9.3 

Source: United Natiom Monthly Bulletllt of Statlstlllll, Marc:h 1961 and Man:h 1963. 
a Including South Africa. 

increased by less than 10 per cent and imports by less 
than 20 per cent, those to and from the CMEA area 
were multiplied 3 to 3Yz times (see Table 15). 

33. As with African trade, Latin American exports 
consist overwhelmingly of foodstuffs and fuels and 
raw materials, each group consistently exceeding 
40 per cent of all exports. Within the fuels and raw 
materials group, however, fuels (petroleum) provide 
a large share of Latin American exports-about 25 
per cent of the total. In 1955, the commodity pattern 
of exports from Latin America to the CMEA area did 
not, in broad outline, depart greatly from the over-all 
pattern except that no fuels were included. By 1961, 
however, the general picture was greatly influenced 
by the expanded export of Cuban sugar, and the share 
of foodstuffs went up to nearly 80 per cent. Neverthe-

less. within the total export of foodstuffs from Latin 
America, the share of the CMEA countries amounted 
to only 11 per cent in 1961, though it represented a 
total of more than $400 million. Exports of processed 
goods went almost exclusively to the industrialized 
market economies. 

34. In Latin American imports, machinery and 
other processed goods have represented more than 70 
per cent of the total, this share being divided almost 
evenly between the two sub-totals [see Table 15 (a)]. 
Imports from the European centrally-planned econo· 
mies had a somewhat different pattern which, more
over, changed somewhat between 1955 and 1961. In 
1955, the imports of manufactures from those coun· 
tries also amounted to about 70 per cent of the total, 
but only about one-third of this consisted of capital 



188 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

equipment; by 1961 the share of processed goods 
other than machinery declined to about 30 per cent 
and that of machinery went up to 30 per cent. Over 
this period, imports of foodstuffs from the CMEA 
countries assumed much more important proportions. 

4. THE CONCENTRATION OF TRADE BETWEEN THE CMEA 
COUNTRIES AND THE DEVELOPING COUNTRIES 

35. A characteristic feature of the trade between 
the CMEA countries and the developing countries so 
far has been the relatively few pairs of countries and 
relatively narrow range of commodities involved. After 
the Soviet Union, Czechoslovakia is by far the most 
important trading partner of developing countries, as 
has been mentioned above, and was responsible in 

1961 for 40 to 45 per cent of the trade turnover with 
developing countries of the eastern European coun
tries as a group. Taking all the CMEA countries 
together, the Soviet Union and Czechoslovakia ac
counted in 1961 for more than 70 per cent of all 
export trade, and for nearly 80 per cent of all import 
trade, with developing countries ; and by and large 
these shares applied to each continental sub-group of 
the latter countries (see Table 16). Naturally, the 
pattern of CMEA trade with individual developing 
countries varies. Eastern Germany, for instance, was 
in 1961 a more important partner of Guinea (both for 
exports and for imports), the United Arab Republic 
(exports) and Brazil (exports) than was Czecho
slovakia ; Poland was a more important exporter to 
Ceylon and Indonesia than was either Czechoslovakia 
or eastern Germany. The values of individual trade 

TABLE 15 

Commodity structure and area distribution of the trade of Latin American countries 

(SITC numbers at heads of columns) 

Total Trade 
S mil- Per-
lions centages 

Area of destination or origin Year (0-9) (0-8) 

Food 
beverages 

and tobacco 
(O-J) 

Raw materials and fuels Ma~~dery Other manufactured goods 
Ma~ transport Chemi .. 

Total teria/s Fuels equipment Total cals Other 
(2-4) (2, 4) (3) (7) (5, 6, 8) (5) (6, 8) 

Exports (a) Values and percentage distribution by commodity group 

TOTAL 1955 . 7 980 100 
1961 . 8 660 100 

Developed market economies . . 

of which : Western Europe . 

Centrally-planned economies . . 

of which : Eastern Europe and Soviet 
Union 

Asian planned economies . 

Rest of world 

Imports 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961 . 

1955. 
1961 . 

TOTAL 1955. 
1961 . 

Developed market economies. . 1955. 
1961 . 

of which : Western Europe . 1955 . 
1961 . 

Centrally-planned economies . 1955. 
1961 . 

of which: Eastern Europe and Soviet 1955. 

Rest of world 

Union 1961. 

Asian planned economies . 1955. 
1961 . 

1955. 
1961 . 

6170 
6 570 

2290 
2 760 

181 
577 

175 
505 

6 
72 

1 629 
1 513 

100 
100 

100 
100 

100 
100 

100 
100 

100 
100 

100 
100 

6 920 100 
8 080 100 

5 530 100 
6 640 100 

2 000 100 
2 730 100 

142 100 
500 100 

140 100 
500 100 

2 100 

1248 
940 

100 

100 
100 

47.4 
41.7 

52.5 
43.0 

52.0 
42.1 

50.0 
81.4 

51.4 
79.4 

95.8 

27.4 
20.8 

13.0 
10.7 

9.3 
8.7 

5.8 
4.6 

3.8 
11.5 

3.9 
11.5 

30.4 
23.9 

43.4 19.4 23.9 
48.8 21.2 27.6 

36.9 
46.2 

36.9 
44.6 

46.1 
17.7 

45.1 
19.8 

80.0 
2.8 

67.7 
71.6 

21.1 
24.2 

26.7 
27.9 

46.1 
17.7 

45.1 
19.8 

80.0 
2.8 

9.8 
9.7 

15.8 
22.0 

10.3 
16.7 

57.9 
61.9 

17.4 8.1 9.4 
13.4 6.3 7.1 

8.0 5.1 2.8 
6.0 4.4 1.7 

5.7 5.3 0.5 
3.2 2.6 0.6 

25.4 7.7 17.7 
27.1 11.3 15.8 

25.8 7.8 18.0 
27.1 11.3 15.8 

58.5 
57.8 

21.1 
17.0 

37.4 
40.9 

0.1 
0.3 

0.1 
0.3 

0.1 
0.2 

0.4 
0.7 

9.1 1.1 8.1 
9.2 1.2 8.0 

10.5 
10.5 

10.9 
13.1 

3.9 
0.9 

3.4 
0.8 

20.0 
1.4 

4.5 
6.9 

1.1 
1.3 

1.1 
1.1 

3.9 
0.3 

3.4 
0.4 

20.0 

0.8 
1.2 

9.4 
9.2 

9.8 
12.0 

0.5 

0.4 

1.4 

3.7 
5.7 

32.1 37.4 9.1 28.3 
40.4 35.6 10.7 24.9 

39.4 43.3 11.0 32.3 
46.6 38.7 11.8 26.9 

40.2 48.3 10.6 37.7 
47.3 44.9 13.5 31.4 

26.2 44.6 4.6 40.0 
30.7 30.7 9.9 20.8 

26.6 43.8 4.7 39.1 
30.7 30.7 9.9 20.8 

0.5 
1.6 

100 100 

10.7 
16.7 

1.1 
3.2 

9.6 
13.4 
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TABLE 15 (continued) 

Total Trade Food Raw materials and fuels 
Ma-

Ma~~~ery Other manufactured goods 
-rma- Per- beverages transport Cheml-

lions centages and tobacco Total terials Fuels equipment Total cals Other 
Area of destination or origin Year {0-9) (0-8) (0-1) (2-4) (2, 4) (3) (7) (5,6,8) (5) (6,8) 

Exports (b) Values and percentage distribution by area 

Developed market economies . 

of which: Western Europe 

Centrally-planned economies . 

TOTAL 1955. 
1961 0 

1955 0 

1961 0 

1955 0 

1961 0 

1955 0 

1961 0 

of which: Eastern Europe and Soviet 1955. 
Union 1961. 

Asian planned economies . 1955. 
1961 0 

Rest of world . . . . . . . 1955 . 
1961 0 

Imports 

TOTAL 1955. 
1961 0 

Developed market economies . 1955 . 
1961 0 

of which : Western Europe . 1955 . 
1961 0 

Centrally-planned economies . 1955 . 
1961 0 

of which : Eastern Europe and Soviet 1955 . 
Union 1961. 

Asian planned economies . 1955 . 
1961 0 

Rest of world . . . . . 1955 . 
1961 0 

7 980 100 
8 660 100 

6 170 77.3 
6 570 75.9 

2 290 28.7 
2 760 31.9 

181 23 
577 6.7 

175 
505 

5 
72 

1 629 
1 513 

2.2 
5.8 

0.1 
0.8 

20.4 
17.5 

6 920 100 
8 080 100 

5 530 79.9 
6 640 82.2 

2 000 28.9 
2 730 33.8 

142 2.1 
500 6.2 

140 2.0 
500 6.2 

2 

1248 
940 

18.0 
11.6 

100 100 100 100 100 100 100 100 
100 100 100 100 100 100 100 100 

85.9 66.0 84.4 51.1 40.0 89.0 76.5 90.6 
78.1 71.7 86.3 60.5 60.7 86.2 81.0 87.0 

31.6 24.6 39.6 12.4 20.0 34.5 29.4 35.2 
32.2 29.2 42.1 19.3 21.4 45.4 29.5 47.8 

24 2.4 5.4 
13.2 2.4 5.6 

2.4 
11.3 

1.9 

11.7 
8.8 

100 
100 

57.3 
67.1 

12.9 
14.7 

0.6 
6.8 

0.6 
6.8 

42.1 
26.1 

2.3 5.1 
2.4 5.5 

0.1 0.2 
0.1 

31.6 10.2 48.9 
25.8 8.0 39.5 

60.0 
39.3 

100 100 100 100 
100 100 100 100 

36.6 50.9 24.2 98.2 
36.9 57.0 19.3 94.7 

9.6 19.1 1.4 36.5 
8.1 14.0 3.0 39.8 

2.8 1.8 3.6 1.6 
12.8 11.4 14.0 4.8 

2.8 1.8 3.6 1.6 
12.8 11.4 14.0 4.8 

60.7 47.3 72.2 
50.3 31.6 66.7 

0.3 
0.5 

1.0 8.2 
0.6 1.9 0.4 

0.8 7.1 
0.5 1.9 0.3 

0.1 1.2 
0.1 0.1 

10.1 15.3 9.4 
13.2 17.1 12.6 

100 100 100 
100 100 100 

92.5 96.8 91.2 
89.1 90.6 88.4 

37.6 33.9 38.9 
42.8 42.9 42.7 

2.3 1.0 2.7 
5.5 5.9 5.3 

2.2 1.0 2.6 
5.5 5.9 5.3 

0.1 0.1 

5.2 2.3 6.1 
5.5 3.5 6.3 

Source: United Nations, Monthly Bulletin of Statistics, March 1961 and March 1963. 

flows are clearly small enough to give rise to wide 
fluctuations over time and space.20 

36. On the side of the partner developing countries, 
three of them-Cuba, United Arab Republic and 
India-accounted in 1961 for more than half of all 
eastern European and Soviet exports to and imports 
from developing countries (see Table 17 and also 
Charts 1 and 2). In particular, the recent emergence 
of Cuba as the major "developing" trade partner of 
the CMEA area, and especially of the Soviet Union, 
has increased considerably the degree of concentration 
of trade between the two groups of countries. How-

"The accuracy of the relative shares shown in Tables 16 and 17 
is, moreover, affected by the existence in some countries of a sub
stantial margin of trade unidentified with regard to origin or destina
tion. This is particularly true of Bulgaria, eastern Germany and 

ever, it must be remembered that the changes in geo
graphical pattern shown in the tables have been taking 
place in conditions of a rapid over-all growth of trade 
between the European centrally-planned economies 
and the developing countries, so that the declining 
shares of many developing countries in recent years 
still represent, in most cases though not in all, increas
ing absolute values (see Chart 2). Moreover, the 
geographical spread of the trade of the most important 
eastern European trader with developing countries
Czechoslovakia-seems to be somewhat more differen
tiated than that of other eastern European countries : 

Poland (see appendix Table 1), and of the Soviet Union where the 
unspecified margin of exports amounted to$ 121 million in 1961 
(or nearly 20 per cent of identified exports to developing countries) 
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TABLE 16 

The contribution of Individual CMEA countries to total trade of the area with some developing countries in 1961 

(In percentages) 

Exportine country or area 
/?Astern Europe 

Czecho- /?Astern EAstern Soviet and 
CoUIItry or area of destination Bulgaria slovakia Germany Hungary Poland Romania Europe Union Soviet Union 

All developing countries . 2.3 18.6 8.6 5.0 8.1 3.6 46.2 53.8 100.0 

Asiaa . 1.9 21.9 6.6 6.7 10.8 3.3 51.2 48.8 100.0 
of which : India . 1.0 16.4 10.6 7.8 9.2 2.2 47.2 52.8 100.0 

Indonesia. 1.9 20.4 2.3 3.8 24.1 2.9 55.4 44.6 100.0 
Malaya. 50.0 13.0 63.0 37.0 100.0 
Ceylon . 21.5 0.7 24.4 39.4 0.7 86.7 13.3 100.0 
Pakistan 44.9 5.7 4.6 10.3 65.5 34.5 100.0 
Lebanon 8.1 14.7" 9.9 4.8 15.4 29.8 82.7 17.3 100.0 
Iran 11.6 13.1 13.1 37.8 62.2 100.0 

Africac 2.9 21.6 10.1 4.1 4.4 4.6 47.7 52.3 100.0 
of which: UAR 1.6 10.6 13.9 5.1 3.9 7.3 42.4 57.6 100.0 

Sudan 7.1 19.8 8.8 3.8 7.7 1.7 48.9 51.1 100.0 
Ghana 11.8 10.8 2.0 24.5 15.5 100.0 
Guinea. 14.9 4.2 5.8 24.9 75.1 100.0 

Latin America . 2.3 13.3 9.3 4.2 8.1 3.2 40.4 59.6 100.0 
of which : Cuba . 2.8 7.4 6.9 2.7 5.7 2.8 28.3 71.7 100.0 

Brazil 23.4 25.0 2.2 17.7 3.3 71.6 28.4 100.0 
Argentina. 0.5 24.2 4.9 18.4 17.8 8.3 74.1 25.9 100.0 

Importing country or area 
EAstern Europe 

Czecho- EAstern EAstern Soviet and 
CoWIIry or area of origin Bulgaria •lovakla Germany HUIIgary Poland Romania Europe Union Soviet Union 

All developing countries . 1.4 16.8 5.9 3.7 7.4 2.7 37.9 62.1 100.0 

Asia a 0.5 15.9 4.0 3.5 5.3 2.2 31.4 68.6 100.0 
of which : India . 0.6 16.9 10.7 7.6 5.8 3.8 45.4 54.6 100.0 

Indonesia. 0.9 16.3 1.7 1.5 2.0 3.1 25.5 74.5 100.0 
Malaya. 3.6 3.6 7.2 92.8 100.0 
Ceylon . 18.0 6.4 3.5 9.3 10.5 47.7 52.3 100.0 
Pakistan 34.5 41.2 75.7 24.3 100.0 
Lebanon 13.2" 18.4 5.2 13.2 50.0 50.0 100.0 
Iran 9.3 19.0 3.7 32.0 68.0 100.0 

Africac 2.6 25.3 8.5 3.7 6.4 6.2 52.7 47.3 100.0 
of which : UAR 2.1 24.4 8.9 4.9 5.0 7.7 53.0 47.0 100.0 

Sudan 1.7 15.2 2.8 1.7 12.3 7.9 41.6 58.4 100.0 
Ghana 9.2 28.6 5.0 42.8 57.2 100.0 
Guinea. 30.6 7.1 19.4 57.1 42.9 100.0 

Latin America 1.5 13.0 6.1 3.7 10.0 1.2 35.5 64.5 100.0 
of which : Cuba . 2.1 7.3 3.0 2.1 6.2 0.1 20.8 79.2 100.0 

Brazil 26.2 17.9 5.4 19.8 1.9 71.2 28.8 100.0 
Argentina. 0.2 23.6 5.2 10.2 24.1 1.9 65.2 34.8 100.0 

Source : Eastern European and Soviet trade statistics. "1960. 
a Excluding Asian planoed economies and Iapan. c Excludin& Union of South Africa. 



Destination 
or origin 

Exporting l -Of' importing area 

Bulgaria .... .A 
B 

Czechoslovakia . A 
B 

Eastern Germany . A 
B 

Hungary. A 
B 

Poland .. A 
B 

Romania. .A 
B 

Eastern Europe . A 
B 

Soviet Union . . A 
B 

Eastern Europe and Soviet A 
Union B 

Bulgaria ......... A 
B 

Czechoslovakia . . . . . . A 
B 

Eastern Germany . . . . . A 
B 

Hungary ......... A 
B 

Poland .......... A 
B 

Romania ......... A 
B 

Eastern Europe . . . . . . A 
B 

Soviet Union . . . . . . . A 
B 

Eastern Europe and Soviet A 
Union B 

TABLE 17 - Concentration of trade between individual CMEA countries and some developing countries in 1961 

A= Percentages of each CMEA country's exports to or from developing countries 
B = Percentages of each CMEA country's exports to or imports from continental sub-groups 

Asia Africa 

Developing areas of which: of which: 

Million Per- Indo- Paki-
dollars centage Total India nesia Malaya Ceylon stan Lebanon Iranb To tala Egypt0 Sudan Ghana Guinea 

Exports 

32.4 100 29.0 5.6 4.0 - - - 6.8 - 33.6 9.3 4.0 - -
- - 100 19.1 13.8 - - - 23.4 - 100 27.5 11.9 - -

260.8 100 41.8 11.3 5.5 1.0 1.1 1.5 1.5b .. 31.0 7.7 1.4 0.9 -
- - 100 27.1 13.1 2.5 2.7 3.6 3.7b .. 100 24.8 4.4 3.0 -

120.3 100 27.4 16.0 1.3 - 0.1 0.4 2.2 2.8 31.4 21.8 1.3 1.8 4.5 
- - 100 58.2 4.8 - 0.3 1.5 8.2 10.3 100 69.3 4.2 5.8 14.3 

70.8 100 47.2 19.9 3.8 - 4.7 0.6 1.8 5.4 21.5 13.6 1.0 0.6 2.1 
- - 100 42.2 8.1 - 9.9 1.2 3.9 11.4 100 63.2 4.6 2.6 9.9 

113.4 100 47.4 14.6 14.9 0.6 4.7 0.8 3.7 3.4 14.6 6.4 1.2 - 1.9 
- - 100 30.7 31.5 1.3 9.9 1.7 7.8 7.1 100 44.0 8.4 - 1.3 

50.9 100 32.6 7.9 3.9 - 0.2 - 15.9 - 34.2 27.3 0.6 - -
- - 100 24.1 12.0 - 0.6 - 48.8 - 100 79.9 1.7 - -

648.6 100 39.4 13.1 6.0 0.5 1.8 0.9 3.5 1.7 27.6 12.3 1.4 0.8 1.4 
- - 100 33.4 15.2 1.3 4.6 2.2 8.8 4.3 100 44.8 5.0 2.8 5.0 

756.1 100 32.2 12.6 4.1 0.3 0.2 0.4 0.6 2.4 25.9 14.4 1.2 2.0 3.6 
- - 100 39.1 12.8 0.8 0.7 1.2 1.9 7.4 100 55.5 4.7 7.9 13.9 

1404.7 100 35.5 12.9 5.0 0.4 1.0 0.6 1.9 2.0 26.7 13.4 1.3 1.5 2.6 
- - 100 36.2 14.0 1.1 2.7 1.7 5.4 5.8 100 50.4 4.9 5.4 9.7 

--- ------------

Imports 

19.6 100 13.3 3.6 2.0 - - - - - 43.4 22.4 1.5 - -
- - 100 26.9 15.4 - - - - - 100 51.8 3.5 - -

235.3 100 34.4 8.8 3.1 2.8 1.3 2.6 0.4b .. 34.6 21.2 1.1 0.5 -
- - 100 25.6 9.1 8.0 3.8 7.5 l.2b .. 100 61.2 3.3 1.3 -

82.3 100 24.9 15.9 1.0 - 1.3 - 1.7 3.0 33.2 22.0 0.6 4.1 3.6 
- - 100 63.9 3.9 - 5.4 - 6.8 12.2 100 66.3 1.8 12.5 11.0 

51.1 100 35.4 18.2 1.4 - 1.2 - - 10.0 23.7 19.8 0.6 - 1.4 
- - 100 51.4 3.9 - 3.3 - - 28.2 100 83.5 2.5 - 5.8 

103.9 100 26.2 7.0 0.9 6.4 1.5 7.0 0.4 1.0 19.7 9.9 2.1 0.6 1.8 
- - 100 26.8 3.3 24.3 5.9 26.8 1.5 3.7 100 50.2 10.7 2.9 9.3 

37.7 100 30.2 12.5 3.7 - 4.8 - 2.7 - 52.5 41.9 3.7 - -
- - 100 41.2 12.3 - 15.8 - 8.8 - 100 79.8 7.1 - -

529.9 100 30.4 10.5 2.2 2.5 1.5 2.5 0.7 1.6 32.0 20.5 1.4 1.0 1.1 
- - 100 34.6 7.2 8.1 5.1 8.3 2.4 5.3 100 64.0 4.4 3.0 3.3 

866.8 100 40.6 7.7 3.9 19.6 1.0 0.5 0.4 2.1 17.6 11.1 1.2 0.8 0.5 
- - 100 19.0 9.6 48.2 2.6 1.2 1.1 5.2 100 63.0 6.8 4.5 2.8 

1 396.7 100 36.7 8.8 3.3 13.1 1.2 1.3 0.5 1.9 23.1 14.7 1.3 0.9 0.7 
- - 100 23.9 8.9 35.7 3.4 3.5 1.5 5.2 100 63.5 5.5 3.7 3.0 

Sources: Eastern European national statistics and United Nations Yearbook of Intematlonal Trade Statistics. 

Latin America 

of which: 

Argen-
Total Cuba Brazil tina 

37.4 36.4 - 0.6 
100 97.5 - 1.7 
27.2 11.3 5.8 3.8 

100 41.6 21.4 14.0 
41.2 22.9 13.4 1.7 

100 55.8 32.5 4.0 
31.3 15.4 2.0 10.6 

100 49.3 6.3 33.9 
38.0 19.9 10.1 6.4 

100 52.6 26.5 17.0 
33.2 22.4 4.1 6.7 

100 67.5 12.4 20.1 

33.0 17.5 7.1 4.8 
100 52.9 21.5 14.1 
41.9 38.0 2.4 1.4 

100 90.7 5.8 3.3 

37.8 28.5 4.6 2.9 
100 75.4 12.1 7.7 

43.4 41.8 - 0.5 
100 96.5 - 1.2 
30.9 12.3 9.3 5.7 

100 39.8 30.1 18.5 
41.9 14.2 18.1 3.6 

100 33.9 43.2 8.7 
40.9 15.9 8.8 11.4 

100 38.8 21.5 27.8 
54.1 23.5 15.9 13.3 

100 43.4 29.4 24.6 
17.0 1.3 4.2 2.9 

100 7.8 25.0 17.2 

37.6 15.5 11.2 7.0 
100 41.1 29.8 18.7 
41.8 36.0 2.8 2.3 

100 86.0 6.6 5.5 

40.2 28.2 6.0 4.1 
100 70.1 14.8 10.2 

a Syria appears to be included in U AR (and Africa) in Hungarian statistics. Romanian, Bulgarian and Soviet data include Syria only in Africa. East German and Polish sources treat Syria as part of Asia. b 1960 data. 
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Czechoslovak exports to the 13 countries separately 
listed in Table 17 amounted to only 52 per cent of 
total Czechoslovak exports to developing countries.21 

37. In general, the weights of individual developing 
countries in the total trade have varied quite markedly 
from one CMEA country to another. Within the Asian 
region, India was by far the most important destination 
for CMEA exports in 1961, but its share in exports 
to the region varied from less than 30 per cent for 
Bulgaria to nearly 60 per cent for eastern Germany; 
and in all imports from Asia it varied from 19 per 
cent in the Soviet Union to 64 per cent in eastern 
Germany. For Poland, Indonesia was a more impor
tant export market than India. Among the African 
countries, the share of the United Arab Republic 
varied from 25 per cent of Czechoslovak exports to 
developing countries to 80 per cent of Romanian ; 
and among the Latin American countries, Brazil was 
a particularly important trade partner for eastern 
Germany and Argentina for Hungary. 

38. On the side of CMEA imports the broad 
pattern was similar; but among the Asian suppliers, 
Pakistan and Malaya were as important to Poland as 
was India, and Iran provided a significant share of 
Hungarian imports from developing countries in 1961. 
Nearly 50 per cent of all Soviet imports from Asian 
developing countries came from Malaya. Imports from 
Brazil were definitely of more relative importance to 
eastern European countries than were exports to it: 
for at least two countries-eastern Germany and 
Romania--the value of imports from Brazil was 
greater than those from Cuba. For Hungary and 
Poland, Argentina also figured as an important 
supplier in 1961. 

39. It must be recalled again, however, that an 
analysis of commodity and area patterns of trade, 
based on data for one or at best two years (1955 and 
1951) involves a "comparative statics" approach to 
a very dynamic situation. Chart 1 illustrates forcefully 
the fact that most of the recent expansion of the trade 
between the CMEA area and developing countries 
has been due to an extraordinarily rapid expansion of 
trade relations with Egypt, India and--above all
Cuba. Cuban exports to and imports from CMEA 
countries each rose by about $400 million between 
1959 and 1961, and this represented about 60 per cent 
of the total increment of exports from the CMEA 
countries to all developing countries and more than 80 
per cent of that of imports into the CMEA area from 
developing countries during these two years. Secondly, 
as can be seen from Chart 2 it is by no means true 
that 1961 .represents a peak of recent trade for all 
tnajor trading partners. For instance, exports to the 
CMEA area from Argentina were highest in 1954, 
from Pakistan in 1952, from Malaya in 1959, whereas 

" Only about one-third of all Czechoslovak exports to Africa 
seems .ro have been received by the four countries included in 
Table 17 (United Arab Republic, Sudan, Ghana and Guinea); and 
it seems that a substantial volume of goods unspecified with regard 
to commodity and destination must have been exported to North 
Africa in 1961. 

those from Egypt appear to have been almost station-
ary between 1957 and 1961. For imports from eastern 
Europe and the Soviet Union, 1958 was the peak yeav 
for Egypt, 1955 for Argentina and 1960 for Brazil. 

40. In general, as is apparent from Table 18, the 
share of the CMEA area in the trade of developing 

TABLE 18 

The share of eastern Europe and the Soviet Union 
in the total trade of individual developing countries in 1961 

-~···~-~-J:f!_~al exP.orts or imports 
of which to: 

--------~···---

Eastern Soviet CMEA 

Millions Europe Union total 
Exporting or importing area of dollars Percentages 

Exports 
All exports from develop-

ing countries 27 600 1.9 3.1 5.0 

Asia. 12420 1.3 2.8 4.1 
India 1 386 4.0 4.8 8.8 
Indonesia 784 1.5 4.3 5.8 
Malaya 857 1.5 19.8 21.3 
Ceylon. 364 2.2 2.5 4.7 
Pakistan 400 3.4 1.1 4.5 
Lebanon" 42 9.0 9.1 18.1 
Iran a 815 1.1 2.2 3.3 

Africa 6 520 2.6 2.3 4.9 
UAR 485 22.4 19.8 42.2 
Sudan 179 4.1 5.8 9.9 
Ghana. 292 1.8 2.3 4.1 
Guinea 64 8.8 6.6 15.4 

Latin America 8 660 2.3 4.2 6.5 
Cuba 637*0 12.9 49.0* 61.9* 
Brazil 1 403 4.2 1.7 5.9 
Argentina 964 3.9 2.1 6.0 

Imports 
All imports into develop-

ing countries 29 360 2.2 2.6 4.8 

Asia . 13 530 1.9 1.8 3.7 
India 2 246 3.8 4.2 8.0 
Indonesia 794 4.9 3.9 8.8 
Malaya 728 0.5 0.3 0.8 
Ceylon. 358 3.3 0.5 3.8 
Pakistan 642 0.9 0.5 1.4 
Lebanon" 343 6.6 1.4 8.0 
Iran« 695 1.6 2.6 4.2 

Africa 7750 2.3 2.5 4.8 
UAR 678 11.8 16.0 27.8 
Sudan 238 3.7 3.9 7.6 
Ghana. 394 1.3 3.9 5.2 
Guinea 73 12.4 37.3 49.7 

Latin America 8 080 2.7 3.9 6.6 
Cuba 77J•b 14.7* 37.1• 51.8• 
Brazil 1 460 3.2 1.3 4.5 
Argentina 1460 2.1 0.7 2.8 

Sources: United Nations Yearbook of International Trade Statistics and 
Monthly Bulletin of Statistics, March 1963; and eastern European and Soviet 
national statistics. 

a 1960 data. 

b A roUllh estimate derived from United Nations Monthly Bulletin of Stalls-
tics, June 1963. 



TRADE BETWEEN CENTRALLY-PLANNED ECONOMIES AND DEVELOPING COUNTRIES 193 

countries is still very small. The clear exceptions are 
the United Arab Republic, which in 1961 sent more 
than 40 per cent of all its exports to, and drew nearly 
30 per cent of all its imports from, the CMEA area ; 
Guinea, which covered half of its imports by pur
chases in the CMEA area (largely in the Soviet 
Union); and to a lesser extent Malaya and the 
Lebanon, which sent about 20 per cent of their exports 
to the CMEA area in 1961. No statistics of values of 
total trade are available for what is certainly the most 
important partner-Cuba. Rough estimates indicate 
that about two-thirds of Cuban exports went to CMEA 
countries (predominantly to the Soviet Union) in 1961, 
and that the CMEA area provided more than half of 
Cuban imports. For no other country enumerated in 
Table 18 has trade with eastern Europe and the Soviet 
Union exceeded 10 per cent of the totaJ.22 It is likely, 
however, that the inclusion of trade unidentified by 
provenance or destination would raise these shares 
somewhat, and it needs to be stressed again that the 
picture of the geographical pattern given in Tables 16 
to 18 is by no means static. It seems, for instance, that 
since 1961 commercial relations between the CMEA 
countries and Cuba have been further strengthened, 
though the relevant statistics are not available. 

41. The fragmentary nature of available statistics 
of values of trade broken down by individual coun
tries and specific commodities makes it virtually im
possible to build up a comprehensive picture of com
modity flows between the two groups. The data for 
four countries shown in Table 19 point to a high 
degree of concentration of CMEA imports from 
developing countries on a few commodities. The 
analysis of imports by broad commodity composition 
in section 2 has already shown that foodstuffs and raw 
materials constituted-'-at least until 1961-almost all 
the imports of the CMEA countries from developing 
countries (very much on the lines of the imports of 
developed market economies from the latter countries). 
Table 19 shows the range of imports into eastern 
Europe and the Soviet Union to be so narrow that for 
four exporting countries-Cuba, Indonesia, Pakistan 
and the United Arab Republic-one commodity 
(respectively sugar, natural rubber, jute and cotton) 
was responsible for at least four-fifths of the total value 
of imports into the four CMEA countries there 
shown; and for other major exporters-Argentina, 
Brazil and India-three to four commodities accounted 
for the overwhelming bulk of all imports from them 
into the CMEA countries. It may be argued that 
this phenomenon is a natural corollary of the small
ness and "newness" of the trade itself and, in some 
developing countries, of the small range of exportable 
products available; it can also be looked upon as 
evidence of the great scope for future expansion. 

42. It would be of interest for the purpose of this 
analysis to ascertain the share of eastern Europe and 

n For the ECAFE region, see country-by-<:ountry detail in 
Table 7 of "Trade between developing ECAFE countries and 
centrally-planned economies", in Vol. VII. 

the Soviet Union in the total exports of staple products 
shipped from developing countries. Unfortunately, the 
available data are fragmentary and provide only a 
very partial picture. Some observations can, however, 
be based on the data for 1961 put together from 
several sources {and, therefore, requiring a cautious 
treatment) in Table 20. It may first be noted that the 
eastern European countries imported {from all 
sources) in 1961 more coffee, cocoa, citrus fruit, jute, 
cotton and wool, than did the Soviet Union. The latter 
on the other hand, was by far the most important 
importer of sugar and natural rubber, even though 

TABLE 19 

The bnportance of selected commodities in bnports of Czecho
slovakia, Hungary, Poland and the Soviet Union from some 
developing countries in 1961 

(In percentages of total value of imports 
from the developing countries) 

Czechoslovakia 
Argentina 
Brazil. 

Commodity 

Raw hides, tannin and fur . . 
Metal ores, metals, coffee, cocoa 

and meat ........ . 
Cuba . Metal ores, metals, sugar . . . 
India . Metal ores, sacks, raw hides and 

tannin, coffee, tea, spice . . 
Indonesia Natural rubber . . . . . . . 
Pakistan Raw materials and semi-manu· 

factured textiles 
United Arab Rep. Cotton . . . . . . . . . . . 

Hungary 
Argentina Cow hides, oil cakes . . . 
Brazil . Coffee, cocoa beans, cotton 
Cuba . . Sugar . . . . . . . . . 

Percentage 

62.3 

77.1 
77.9 

86.2 
93.2 

98.7 

87.6 
85.5 

India . . Iron ore, oil cakes, coffee . 
Indonesia Natural rubber 
United Arab Rep. Cotton . . . . . . . . . 

54.8 
c. 9()..96 

c. 76 

Poland 
Argentina 
Brazil . 

Cuba. 
India . 

Wool, cow hides, vegetable oils 
Iron ore, sisal, coffee, cocoa 

beans ......... . 
Sugar .......... . 
Iron ore, mica, oil cakes, ground-

nuts .... 
Indonesia Natural rubber 
Pakistan Jute . . 
United Arab Rep. Cotton . . . . 

Soviet Union 
Argentina . Wool, cow hides, vegetable oil. 
Brazil . . Coffee, cocoa beans, cotton . 
Cuba . . Sugar . . . . . . . . . . . 
India . . Wool, tea, sacks, raw hides, rope 
Indonesia Natural rubber 
Pakistan Jute . . 
United Arab Rep. Cotton . . . . 

91.3 

80.7 
91.6 

74.0 
93.1 
99.6 
98.6 

96.0 
90.3 
96.3 
79.1 
86.2 
99.8 
98.0 

Sources : Eastern European and Soviet national statistics; Vneshnyaya 
Torgovlya SSSR za 1962 g; Statystyka handlu zagranicznego, ]961: Facts on 
Czechoslovak Foreign Trade, 1963. 
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TABLE 20 

Imports into individual CMEA countries of selected commodities from developing countries, 1961 

(Quantities in thousands of tons) 

All Total 
exports Imports 
from Into 

developing CMEA 
Commodity countries countriesa Poland Romania 

Coffee. Total 2697 79.2 29.7 49.5 1* 13.9 27.1 3.3 4.2 -* 
of which : Brazil 1 018.2 45.5 23.2 7.3 1.2 4.2 

Guinea. 12.0 0.5 0.6 
India 31.1 2.0 0.8 
Indonesia. 65.5 1.0 
Yemen. 5* 1.5 
Colombia 339.1 2.5 2.8 

Cocoa beans . Total 1005 65.2 20.6 44.6 1.0 15.1 13.4 3.3 9.7 2.1 
of which : Brazil 104.2 21.4 4.8 8.8 1.5 8.1 

Ghana 411.9 15.7 0.4 1.0 
Ceylon . 2.7 0.1 

Citrus fruit . Total 1 251 238.1 100.5 137.6 2.4 37.3 24.7 18.6 36.3 18.3 
of which : Brazil 115.5 7.6 

Lebanon 68.2 0.9 1.0 
Morocco 351.1 22.9 0.5 2.3 
Israel 297.3 0.6 1.9 
Tunisia. 41.8 0.4 

Sugar0 Total 15 115 4 171 3 577 594 99 11* 112 81 261 30 
of which : Cuba 6422 3 345 83 261 

Natural rubber . Total 2 510 517.5 360.3 157.2 6.1 66 23.9 12.7 37.0 11.5 
of which : Indonesia . 686.2 52.3 7 1.1 1.3 

Cambodia 36.0 8.7 
Malaya 1 187.2 267.7 4.0 30 11.8 
Thailand 184.6 14.3 1.6 
Ceylon . 89.5 13.2 5 0.4 1.9 
Burma . 10.3 0.6 

Jute . Total 756.0 68.2 14.5 53.7 17 5.1 6.5 19.8 5.3* 
of which : Pakistan 605.8 24.4 9.4 15.0 15 17.3 

Cotton Total 1 668 655.3 141.6 513.7 30.3 122.0 92.5 68.0 140.1 60.8 
of which : Afghanistan • 11.5* 7.0 

Iran 52.4* 7.2 7 7.1 1.1 
Egypt 265.3 91.8 4.5 37 10.1 9.8 
Syria. 88.4 4.9 4.4 0.6 
Sudan 105.4 9.9 0.3 2.3 
Brazil 205.7 12.1 6.1 2.9 

Wool (clean) • Total 186 123.2 55.3 67.9 1.3 22.0 23.0 2.4 16.3 2.9 
of which : Argentina 91.6 1.9 2.8 

Afghanistan . 4.3 
India 9.9 4.6 
Iran 3,7C 2.4 

Uruguay 50.1 2.1 0.1 

Cow hides Total 2.5 41d 21.2 36.3 5.3a 
of which : Argentina 63.9 21d 8.9 19.3 

Cuba 0.4 1.0 1.3 
Brazil 8.5 5d 2.9 
Uruguay 16.46 2.7 

Sources: National statistics; United Nations Yearbook of International a Totals for each commodity in this column represent gross imports from all 
Trade Statistics 1961; FAO, Yearbook of Food and Agricultural Statistics- sources (including intra-trade) of all CMEA countries except Albania. 
Trade, 1962; United Nations Commodity Trade Statistics, 1961, Vol. II; b For CMEA countries, actual weight. 
ECLA Exportaciones Latino-Americanas de Productos seleccionad<Js segun 

c 1960. destino, 1959-1961. 
Non.-Figures for "all exports from developing countries" (except for cow a Total raw hides. 

hides) are from FAO Yearbook, 1962. e Excluding tanned and half-tanned hides. 
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some of these have subsequently been re-exported, 
probably chiefly to eastern European countries. 
Secondly, it appears that the imports into the whole 
CMEA area of cotton and sugar represent a very 
substantial proportion of total exports of these com
modities by the developing countries; on the other 
hand, shipments to the CMEA countries of coffee, 
cocoa and citrus fruit were, in 1961, still only a 
marginal share of exports from the developing coun
tries as a group, though they were of some significance 
for individual countries (for instance, imports of cocoa 
beans from Brazil amounted to more than 20 per cent 
of all such exports, and imports into Czechoslovakia, 
Hungary and Poland of cow-hides from Argentina 
weighed heavily in Argentine exports). In 1961 the 

~ Soviet Union alone imported about a quarter of all 
Malayan exports of natural rubber and a half of all 
exports of Cuban sugar. 

43. As far as trade with Latin America is con
cerned, these conclusions are supported by the recent 
ECLA publication of the values of exports of major 
commodities from individual Latin American coun
tries to various country groupings, including the 
CMEA area. These show that only the imports into 
the CMEA area of Cuban sugar, Argentine hides and 
Brazilian coffee exceeded $10 million in value in 1961. 
In addition, as is shown in Table 21, CMEA imports 
were responsible for more than 10 per cent of all 
exports of Argentine quebracho and linseed oil, 
Brazilian sisal, iron-ore and cocoa and Uruguayan 
meat and hides (for the latter the CMEA share 
exceeded 50 per cent). Table 10 in the ECAFE paper 
mentioned above 23 gives the percentage distribution 
of export values of main commodities from the 
ECAFE region to/ various geographical groupings, 
including eastern Europe and the Soviet Union. It 
shows that in the three years 1958 to 1960 the latter 
region took an average of 13 per cent of natural 
rubber and 12 per cent of raw cotton exports; for no 
other commodity did the share of the CMEA area 
exceed 10 per cent of ECAFE exports. 

44. It was shown in Table 10 that more than two
thirds of all CMEA countries' exports to developing 
countries consist of manufactured goods. This pattern 
of trade can clearly be expected to involve a larger 
variety of commodities than one relying overwhelm
ingly on food and raw materials, and the range of 
goods exported from the CMEA area to developing 
countries has doubtless been wider than that of goods 
imported from them. Nevertheless, the available data 
indicate that in most cases the export trade with 
individual countries has so far relied heavily on a few 
goods (or homogeneous groups of goods). In Table 22 
are shown the main exports of four CMEA coun
tries to their principal "developing" trade partners. It 
can be seen that Czechoslovakia seems to be specializ-

" See footnote 22. 
" Exports to smaller importers are perhaps even more concen

trated. For instance, Czechoslovak exports to Ceylon and Pakistan 
of one commodity-sugar-accounted for more than half the total 
value of exports to those countries in 1961. Sugar was also pre
dominant in Polish exports to the Lebanon and Ceylon in that 

ing in exports of complete factory installations and 
factory equipment (particularly metal-working machin
ery), and in transport equipment. The fragmentary 
data available for Hungary show that the bulk of 
exports to India, Indonesia, Argentina and Brazil 
consist of a few types of goods. In Polish exports to 
Indonesia and Brazil freighters account for more than 
half the total value ; coal was almost the sole item of 
Polish exports to Argentina in 1961, and steel rails 
provided about a half of all exports to India. How
ever, Polish exports to both Egypt and Cuba were 
much more varied. In Soviet export trade a major role 
has also been played by exports of complete installa
tions and transport equipment, but those of some raw 
materials (such as petroleum and its products, ferrous 
metals and wheat) appear also of some significance, 
especially in trade with the Latin American countries." 

TABLE 21 

The weight of eastern Europe and the Soviet Union in the value 
of exports of some commodities from Latin American coun
tries in 1961 

(In millions of dollars and in percentages) 

Exports to CMEA of which: to 
area Soviet Union 

Per-
cent age 

All Per~ of all 
exports cent age exports 

Exporting country and million Million of all Million to 
commodity dollars dollars exports dollars CMEA 

Argentina 

Quebracho extract 13.0 1.4 11 
Hides 65.2 34.6 53 8.0 23 
Wool . 138.8 7.1 5 0.8 11 
Meat. 111.7 1.6 1.5 
Linseed oil 50.2 5.8 12 5.1 9 

Brazil 

Sisal 23.2 4.0 17 
Cotton . 109.7 7.1 6 3.4 48 
Iron ore 60.1 9.1 15 
Coffee 710.4 31.9 5 13.9 44 
Cocoa 45.9 9.8 21 0.4 4 

Colombia 

Coffee 307.8 2.3 0.7 

Cuba" 

Sugar (unrefined) 419.8 113.1 27 103.2 91 
Sugar( refined) 47.7 1.3 3 

Uruguay 

Meat. 16.7 2.5 15 
Hides 4.9 2.6 53 0.7 27 
Wool . 85.5 4.7 5 
Linseed oil 6.5 0.5 8 

Source : ECLA, Exportaciones Latinoamericanas de productos se/eccionados 
segun destino, 1959-1961. 

a 1960 data. 

year, and-together with sugar refinery equipment-was responsible 
for two-thirds of exports to Iran. Shipments from Hungary of rolled 
steel to Israel and of sugar to Ceylon exceeded in value 50 per cent 
of all exports. Soviet exports of complete factory installations to 
Afghanistan, Iran, Syria and Guinea equalled almost half the total 
values of Soviet exports to those countries. 
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TABLE 22 

The weight of principal commodities exported from four eastern European countries to some developing countries in 1961 

A = Main commodities exported to the developing country 
B = The value of " A " as a percentage of total exports to the developing country 

Czechoslovakia Hungary Poland Soviet Union 
Destination -

A B A B A B A B 

India Complete plants, Rolled steel, tyres . . 48 Steel rails 43 Complete plants, air-
metals and metal- craft, ferrous 
working machinery 66 metals, petroleum 

products. 59 
Indonesia Railway carriages and 

equipment, agricul- a a Freighters, cotton Complete plants, .. .. 
tural machinery, fabrics . 83 road-transport 
power plants 82 equipment, cotton 

fabrics. 67 
Egypt .. .. . . .. Coke, tools factory, Complete plants, pe-

steel sheets . 32 troleum, pulp and 
paper, ferrous 
metals 72 

Argentina Complete plants, 
metal-working ma
chinery and metals . 60 

Motorized carriages, 
railway waggons . • 74 

Coal . . 81 Oil-mining equip-
ment, ferrous 
metals 80 

Brazil Complete plants, 
metal-working ma
chinery and metals . 43 

Aluminium cables, 
drilling equipment, 
bicycle spare parts . 42 

Freighters, tractors Wheat, petroleum 100 
barley, malt . 57 

Cuba Motor-cars, agricultur
al machinery, com-
plete plants . . . 33 

Lorries, tinned meat, 
cement, steel sheets, 
tractors . 29 

Road transport equip
ment, petroleum, 
ferrous metals, pulp 
and paper, ferti-
lizers, wheat . 57 

Source: Ali for" table 19. a About half of all exports consisted of cotton fabrics. 

5. SUMMARY OF PART 1 
45. The available statistics of trade between the 

centrally-planned economies and developing countries 
permit the drawing of broad conclusions concerning 
the volume, the pattern and the trends of flows of 
trade between these two groups of countries ; but they 
contain a number of lacunae which make it impossible 
to obtain a fully clear and comprehensive picture of 
this trade. Nevertheless, the characteristic features of 
the trade between the CMEA area and the developing 
countries today can be identified as follows : (a) it is 
small, (b) it has been growing fast, and (c) it is heavily 
concentrated on relatively few countries and com
modities. 

46. In 1961, developing countries accounted for 
less than 10 per cent of the trade turnover (including 
intra-trade) of the CMEA countries, this share varying 
from 3 to 4 per cent in Bulgaria and eastern Germany 
to 12 to 13 per cent in Czechoslovakia and the Soviet 
Union. The weight of the CMEA area in the trade of 
the developing countries as a group was still smaller
around 5 per cent, and that of all centrally-planned 
economies (including those in Asia) was only very 
slightly greater. 

47. Between 1955 and 1961 the share of the eastern 
European countries and the Soviet Union in the total 
trade of developing countries more than doubled, as 
did that of imports from developing countries in total 
CMEA imports, while the share of exports to develop
ing countries in all CMEA exports increased by 
around 60 per cent. However, this trend in the trade 
of the CMEA area was due overwhelmingly to the 
expansion of Soviet trade with the developing coun
tries which rose 8Y2 times for Soviet exports and 
five times for imports. For eastern Europe the rate 
of growth of trade with the developing countries 
was high (about 10 per cent a year), but not much 
higher than that of trade with other major groups 
of countries. Over the same period the trade of the 
Asian centrally-planned economies with the develop
ing countries rose by about 50 per cent in value. 

48. The commodity pattern of trade between the 
centrally-planned economies and the developing coun
tries has, until 1961, broadly conformed to the 
traditional pattern of trade of the developing countries 
-consisting predominantly of exports of raw materials 
and foodstuffs, and of imports of manufactured goods 
including capital equipment. 
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49. The combination of the low initial levels (for 
instance, the total value of Soviet exports to develop
ing countries was only $88 million in 1955) with the 
rapid growth over a period of a few years has been 
largely responsible for a certain haphazardness or 
"patchiness" of the pattern of trade between the two 
groups of countries, and this appearance also reflects 
the sharp fall of the trade of the CMEA countries with 
mainland China and the meteoric rise of that with 
Cuba during the last few years. The latter country 
accounted, in 1961, for nearly 40 per cent of the total 
trade of the Soviet Union with the developing coun
tries and for nearly 20 per cent of that of eastern 
Europe : more than a half of the CMEA countries' 
trade turnover with the developing countries was ac
counted for by three countries-Cuba, the United 
Arab Republic and India. At the same time about 75 
p~ cent of ail the trade of the CMEA countries with 
the developing countries was carried on by two CMEA 
countries only-the Soviet Union and Czechoslovakia. 
Not only is the trade between the two groups here 
under study restricted largely to flows between a 

relatively smaii number of countries, but the content 
of this trade is, on the whole, still limited to a relatively 
small number of commodities : these two characteristics 
are, of course, to some extent interconnected. 

50. It can be argued that the present limited coun
try-and-commodity coverage of this trade is an indica
tion of the scope existing for future expansion. How
ever, except in such general terms, an analysis of the 
past development and current pattern of this trade is a 
poor guide to its likely future development. It would 
be wrong to assume that trade links which are today 
non-existent, or involving only negligible exchanges 
will necessarily remain so : it would be equally foolish 
to extrapolate into the long-term future those rates of 
growth of other flows which have been particularly 
high while trade was building up from negligible to the 
present proportions. In the second part of this paper, 
therefore, it is necessary to consider the potential for 
future growth on a basis that attaches rather more 
significance to the CMEA countries' current plans for 
over-all economic expansion and for foreign trade than 
to the past trends analysed in the first five sections. 

PART 2. THE PROSPECTS FOR THE FUTURE 

6. THE GENERAL CONSIDERATIONS INFLUENCING 
THE FUTURE GROWTH OF TRADE 

51. The future growth-and the pattern-of the 
market to be offered by the European centrally
planned economies to the developing countries will 
depend on a wide range of influences. These influen
ces include not only the rate of growth of national 
income in the centralJy-planned economies, the growth 
of capacity to supply in the developing countries, and 
the latter countries' future ability to offer commodities 
desired by the population of the centraily-planned 
economies at prices competitive with those of other 
potential suppliers (including those within the planned 
economies); they also include the. decisions of the 
planning authorities in the centraily-planned econo
mies. 

52. As has been pointed out elsewhere,25 the 
foreign trade of the centrally-planned economies is 
planned as part of the national economic plan. The 
planning authorities can determine in principle-and 
to a large extent in practice-not only the broad 
pattern of growth of the national economy, in the 
sense of the shares of national income to be devoted 
to investment and to government and private con
sumption, but also the real content of each major 
category of national expenditure, in terms of the shares 
of different goods and services in the total and the 

" See "Implications for Trade and Development of Developing 
Countries of Economic Groupings of Developed Countries and/or 
Preferential Trading Arrangements", Chapter II, section 4, and 
"Trade Problems between Countries of different Economic and 
Social Systems", section 3 (both in this volume). 

' 

shares of each group of goods or services to be 
provided by domestic output and by foreign trade. 
Their freedom of choice is not, of course, absolute in 
any respect. In the field of personal consumption, for 
example, there are limits-though wide ones
within which the pattern can be varied at any given 
level and distribution of personal incom_e, even assum
ing a willingness to apply widely varying taxes and 
subsidies to different goods and services.26 Any 
national planning authority's freedom to choose be
tween domestic production and imports as a means of 
satisfying a planned need is circumscribed by the 
natural resource endowments-and in the short term 
by the pattern of productive capacity-of its country. 
However, for the planning authorities of the countries 
of eastern Europe and the Soviet Union as a co
operating group, freedom of choice in this field is very 
much less circumscribed, at least in the long term, as 
there are few natural resources, or possibilities of 
production of synthetic substitutes, not available 
within this area as a whole. 

53. In each individualJy-planned economy. the 
commodity composition of the foreign trade plans is 
based on a number of criteria. Comparative-cost 
considerations are natura1Iy of minor importance as an 
influence on the short-term plans 1 more weight is 
given to them in arriving at longer-term decisions on 
whether to invest in domestic capacity to meet 

u Until-if ever-the time is reached when all personal income 
is distributed in kind. It is of some relevance for the subject of this 
study that present plans in the Soviet Union call for a significant 
further move in this direction by 1980 [see the Economic Survey of 
Europe in 1961 (United Nations publication, Sales No.: 62.II.E.l) 
Part l, Chapter II, pp. 51-58]. 
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estimated needs for a particular product (and possibly 
also to provide for exports) or to plan to rely on 
imports. But other influences are also of some impor
tance, varying from country to country-the greater 
certainty for the planner of supplies coming forward 
from domestic production, employment considerations, 
determination to build up a diversified industrial struc
ture, desire to exploit available natural resources, 
fears of inadequate future access to certain foreign 
sources of supply or to certain markets, apprehensions 
about future changes in terms of trade or balance-of
payments difficulties, etc. 

54. These various considerations may be given 
differing relative weights from one country to another. 
The Soviet Union is under no compulsion to attach 
much weight to cost considerations in its foreign-trade 
planning. It may do so; but the economic importance 
of such considerations is insignificant for a country of 
the size and natural resource endowment of the Soviet 
Union, ~hereas it is relatively immense for those coun
tries with an inevitably heavy dependence on foreign 
trade, such as Hungary. Official and other discussions 
in that country and in Czechoslovakia, eastern Ger
many and Poland increasingly emphasize the impor
tance of comparative costs, and such considerations 
are already given significant weight in their foreign
trade planning. Finally, it must be stressed again, 
"needs" (production and imports combined) for par
ticular products are not immutable. Within limits, the 
planning authorities can decide how large any one of 
them is to be; and the decisions may be taken in the 
light of, inter alia, views which may be held on the 
desirable degree of dependence on foreign trade for 
the economy as a whole or for particular sectors, on 
the desirability of assisting particular developing coun
tries through trade with them, etc. Thus, the planning 
of the pattern of national expenditure and foreign
trade planning interact : the causal connexion need 
not be only in one direction. This point is of particu
lar importance in relation to the discussion in sections 
7 and 9 below of the prospects for imports of con
sumers' goods, inclJ.,iding tropical foodstuffs, into the 
centrally-planned economies. 

55. So far as the future geographical pattern of 
trade of the centrally-planned economies is concerned, 
cost considerations are again likely to be a much more 
important factor in the choice of source of supply or 
export market for those which are inevitably heavily 
dependent on foreign trade than for others which are 
much less so. To point the contrast in crude ternls
to conduct foreign trade on a basis, of either com
modity or geographical composition, yielding a less
than-optimum economic benefit means a loss on trans
actions representing today (imports and exports com
bined) over 60 per cent of Hungarian national 
(material) income; for the Soviet Union the loss would 
be on transactions representing less than 10 per cent 
of national income. 

56. However, the geographical pattern of trade 

does not, and will not, depend on the decisions of each 
national planning authority in isolation. As already 
mentioned, the centrally-planned economies of eastern 
Europe and the Soviet Union are all members of one 
of the European regional groupings-the Council for 
Mutual Economic Assistance (CMEA)-and are 
pledged to economic co-operation and to co-ordination 
of their national plans within that organization. The 
principles governing economic co-operation within the 
CMEA have been reviewed, and their broad implica
tions for developing countries, have been discussed in 
the paper on regional groupings and preferential ar
rangements prepared for the Conference.27 It was 
concluded that the influence of the CMEA as such
as distinct from the national policies of its member 
countries-on imports into its members from develop
ing countries had probably so far been small. The 
clauses in the ''Basic Principles of the International 
Socialist Division of Labour" of most direct and 
immediate relevance to the future prospects for 
markets in the CMEA area for the developing coun
tries are those stating the principles to govern plan 
co-ordination in the raw materials, food and fuel
producing sectors. These amount, in effect, to a policy 
of maximum expansion of output within the CMEA 
area. On the other hand (as is pointed out in the 
Conference paper mentioned above), it is hardly to be 
expected that these principles will be interpreted 
literally and with no regard to cost, particularly if the 
external conditions which have so far encouraged 
policies of area self-sufficiency should change. Among 
these external conditions have been, western strategic 
controls limiting access to some sources of supply of 
certain materials, limited access to some export mar
kets, uncertainty about the future ease of access to 
both sources and markets, and endemic balance-of
payments difficulties with western countries as a group. 

57. Over the whole field of potential trade, much 
will depend on the relative weight attached to each of 
two, partly conflicting, sets of objectives stated in the 
"Basic Principles": on the one hand, to minimize 
production costs for the CMEA area and reap the 
advantages of the widest possible international division 
of labour (including realization of advantageous trad
ing possibilities with non-member countries); on the 
other hand, to maximize production of raw materials, 
fuels and power and agricultural produce within the 
area, to assure markets within the area for member 
countries which have undertaken commitments to pro
duce certain goods and to assure supplies to those 
which have forgone certain production in order that 
the benefits of specialization and large-scale production 
may be reaped for the area as a whole. Giving added 
weight to the second set of objectives is the planner's 
inevitable interest in the relative certainty of supplies 
and markets which can be assured by the co-ordinated 
planning of production and trade among countries 

" See Chapter II, section 4, and Chapter III, section 3, of 
"Implications for trade and development of developing countries of 
economic groupings of developed countries and/or preferential 
trading arrangements", in this volume. 
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with similar political and economic systems, by the 
translation of decisions reached into long-term bilateral 
trade agreements and contracts, and by an intra
CMEA payments system that facilitates the balancing 
of accounts within the area. Giving added weight to 
the first set is the inevitably great importance of inter
national trade in the economies of some of the CMEA 
member countries, and possibly also the fact that all 
these countries have so far pursued very similar broad 
patterns of industrialization. The latter has involved 
a particularly rapid expansion of the engineering in
dustries and, more recently, of the raw-material and 
fuel-producing branches and a relatively much slower 
development of the consumer-goods field (including 
agriculture) in terms not only of quantity but, even 
more, of quality of output; this may tend to encourage 
a pattern of trade with the non-CMEA world involving 
the export of equipment against imports of consumers' 
goods and some foodstuffs (as well as of raw materials 
not otherwise available). 

58. However, as has also been pointed out in the 
Conference paper mentioned above, one of the latest 
decisions of the CMEA, reaffirming the need to change 
the basis for pricing in intra-CMEA trade from "world 
market prices " to a price structure based on the cost 
structure of the CMEA area, indicates that-in the 
future as in the past-the pattern of CMEA production 
and trade will not simply be adapted to the pressures 
of the world market. The future pattern of trade will 
be vitally affected by the decisions taken, as the 
negotiations on the change-over proceed, on the actual 
or potential margins between the relative price on the 
world-price scale and the relative cost on the CMEA 
cost scale which will be regarded as acceptable for 
different products or groups of products. It will also, 
of course, be affected by the decisions taken on the 
over-all degree of trade dependence acceptable-in 
essence on the effective exchange rates to be applied 
between CMEA currencies and others. But the neces
sary research and negotiations will certainly take a 
long time to complete, and for some years to come 
are likely to have little, if any, direct impact on the 
pattern of growth of trade. 

59. In the following three sections of this paper 
(sections 7 to 9), the prospects for imports into the 
countries of eastern Europe and the Soviet Union of 
foodstuffs, fuels and raw materials, and manufactured 
goods are discussed in turn. In each case, current 
national plans and official statements of intention, and 
the possible impact of co-operation within the CMEA, 
are reviewed to the extent that they appear relevant; 
and quantitative estimates of the potential trade, on 
various stated assumptions, are attempted where this 
seems feasible. The points made above have to be 
borne in mind in considering all these sectoral reviews. 
Section 10 reviews the development of trade foreseen 
in existing trade agreements between centrally-planned 

" Excluding "non-productive" services-broadly speaking all 
those not concerned with the production, transport and distribution 
of goods. 

and developing countries and the scope of credits from 
the former to the latter group. The final section 
discusses various changes in current policies-both of 
the CMEA countries and of others-and other 
developments which might contribute to a maximum 
realization of the possibilities of expanding markets 
for the developing countries in the centrally-planned 
economies. 

The possible future growth of national income and 
external trade 

60. Before considering trade possibilities in each 
commodity sector, it seems desirable to review the 
past growth of the trade of the centrally-planned 
economies in relation to the over-all expansion of their 
economies, and to attempt some assessment of the 
possible future rates of expansion. 

61. During the decade of the fifties the average 
annual rates of expansion of real national material 
product28 registered in the CMEA countries ranged 
from 10 to lOYl per cent in Albania, Bulgaria, 
Romania and the Soviet Union, to 7Yl to 8 per cent in 
Czechoslovakia, Hungary and Poland ; for eastern 
Germany, data in constant prices have not been pub
lished, but the average annual increase at current 
values was about 9Yl per cent. The rates of expansion 
slackened somewhat from the first to the second quin
quennium in all countries except Bulgaria-to 9Yl 
per cent a year in Albania and the Soviet Union, 7Yl 
per cent in Czechoslovakia and Poland, 7 per cent (at 
current prices) in eastern Germany, 6 to 6Yz per cent 
in Hungary and Romania; and during the Sixties they 
slackened further (see Table 23). For the eastern 
European countries as a group, the rates of increase 
were probably 6 to 6Yl per cent in each of the years 
1960 and 1961 and about 3Yl per cent in 1962; the 
gradual deceleration in the Soviet Union, to 6 per cent 
in 1962, is shown in the table. 

62. If the industrial expansion alone is considered 
(since farm output fluctuates rather violently in all 
these countries in response to changing weather con
ditions) the recent deceleration-and still more the 
longer-term one-is still noticeable. For eastern 
Europe the 11 per cent expansion registered in 1960 
was followed by 9 per cent in 1961 and 8 per cent in 
1962, with a 6 per cent increase planned for 1963; for 
the Soviet Union the corresponding progression is 10, 
9, 9Yz, 8.29 

63. Looking to the future, there are good reasons 
for expecting some further slowing down of the rates 
of expansion of national (material) product in most 
countries, though they should certainly not fall below 
the rates of 1962 or of the 1963 plans in such countries 
as Czechoslovakia, eastern Germany and Poland 
where special efforts at replanning and reorganization 
of the economy are currently depressing growth 

"See the United Nations Economic Survey of Europe in 1962 
(Sales No.: 63.II.E.I), Part I, Chapter I, pp. 3·4, and the Ecqrwmic 
Bulletin for europe, VQJ. 15, No. I, sectiQnS 6-8. 



Sources: Statistical yearbooks; Der Aussenhandel, No. l, 1963, p. 10; and 
United Nations Yearbook of International Trade Statistics, 1960; Stiitnibanka. 
Ceskoslovenska, Bulletin, September 1963, p. ll. 

a Based on data at constant pricell unless otherwise indicated. 

rates. 30 The reserves of labour to be drawn into effec
tive employment-by raising activity rates and by 
withdrawing under-employed labour from agriculture 
-are everywhere smaller than they were 10 years 
ago, and in some countries (Czechoslovakia and 
eastern Germany) they are virtually non-existent. 
Moreover, it is to be expected that, with rising income 
levels, there will be a tendency, similar to that 
observed in advanced market economies, for "ser
vices" to absorb a growing proportion of the labour 
force and to contribute a growing share of consump· 
tion; but much of the output or consumption of 
services is not recorded as part of national income in 
the centrally-planned economies. The technical possi
bilities of raising labour productivity in agriculture 
are, however, still immense; and that is one sector 
where a technological break· through might result in an 
accelerated growth of output for some years. The 

"Ibid. 
" See the United Nations Eco!Wrnlc Survey of Europe in 1961 

(Sales No.: 62.II.E.l), Part 1, Chapter II, pp. 49 et seq. 
"See the United Nations Economic Survey of Europe in 1962, 

Part 1, Chapter I, pp. 51-57. 

b At current prices. 

c Exports only. 

d Preliminary and probably too high. 

• At constant (domestic) plan prices. 

timing of the break-through may thus be important for 
the phasing of the over-all development during the 
next 15 to 20 years. 

64. Some countries have published estimates of 
future growth rates of national (material) product. The 
Soviet Twenty-year Programme foresees a 9~ per 
cent annual rate of expansion during the 10 years 
1961 to 1970 (which, clearly, will be achieved only if 
recent rates accelerate very drastically) and a 7 to 7~ 
per cent annual rate of growth in the subsequent 
decade. 81 The Bulgarian perspective plan, also ter
minating in 1980, calls for a rate of growth of national 
income of around 8 per cent a year from 1961 to 
1980; in Hungary the target for the same period is 7 
per cent, 32 and the very tentative target for Poland, 
published in 1962, is just over 7 per cent.33 In Czecho
slovakia and eastern Germany preliminary targets have 

"United Nations Economic Survey of Flurope in 1961, Part 1, 
Chapter II, p. 49. According to Mr. Jedrychowski {Trybuna Ludu, 
1 December 1963} the 1966 to 1970 phase of this plan is now in 
process of detailed revision and elaboration. 
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been announced only for 1970.34 In the former country 
no target national income aggregate has been an
nou?ced ; but total personal consumption is intended 
to nse by 3.2 per cent a year during the seven years 
1964 to 1970 and it may be assumed that the corres
ponding planned growth rate of national income is of 
the same order of magnitude-probably around 4 to 
4Yz per cent.35 For eastern Germany, the target annual 
rate of expansion of national income during 1964 to 
1970 is 4 Yz per cent. 36 

65. If it is assumed that these various national 
targets for economic growth will be achieved and if 
it is also assumed that Albania and Roma~ia will 
continue to register rather higher rates of over-all 
economic growth than the more highly-developed 
economies, 37 the question then arises of the rates of 
growth of external trade that could reasonably be 
expected to accompany such rates of over-all economic 
expansion. 

66. Only three countries have published targets in 
this field. Bulgaria foresees a volume of total trade 
turnover in 1970 three times that of 1960, and a 1980 
volume seven times that of 1960; the annual rate of 
growth over t~e 20 years would be nearly IOYz per 
cent (cumulative) and would thus considerably raise 
the ratio of foreign trade to national income. The share 
of other centrally-planned economies in the total is 
expe~ted to rise from 82 per cent in 1960 to 83 per 
cent m 1970 and 85 per cent in 1980; the share of 
developing countries is planned to rise from 3.4 per 
cent of. the total to 4.4 per cent, representing an in
crease m absolute value from $41 million in 1960 to 
$380 mil~ion in 1980.38 The Polish Deputy Minister 
for Fore~gn Trade has stated that the target is a 
q~adruphn~ of the 1.960 l~vel by 1980 (keeping pace 
With the nse of national mcome) and a rise in the 
share of developing countries to 15 per cent: this 
would imply a rise in total turnover with developing 
countries from $214 million to $1,700 million. 39 The 
Soviet Twenty-year Programme mentions no foreign 
trade target, but a Soviet minister has stated it to be 
also a quadrupling of trade turnover between 1960 

"United Nations Economic Survey of Europe in 1962 (Sales 
No.: 63.II.E.1), Part I, Chapter I, pp. 58 to 61. 

" According to official statements in Rude Prdvo, 20 and 29 
O~tober 1963, th~se targets are again under review in conjunction 
With the preparation of a two-year plan for 1964 and 1965 to be 
followe~ by a five-year plan for 1966 to 1970. However, it seems 
hardly hkely that a lower target than 4 per cent a year for the long
term growth of national income will be set. 

"Accordin!f to !I Soviet source (Vneshnya Torgovlya, No. 11, 
1963), the natiOnalmcome of the CMEA countries as a group may 
be expected to reach nearly five times the 1960 level by 1980 (implying 
about an 8 V2 p~r ~ent annual rate of expansion) and industrial 
output to reach SIX tm~es the 1_960 level. The first figure, in particular, 
appe!lrs somewha_t high agamst the national plan targets so far 
published and, still more, the rates of increase recently recorded 
(see also Table 31 below). 

".The. outline directives. for a perspective plan for Romania 
endmg !n 1975,_ appro':ed .m 1960, provided for global industrial 
produ~tJon to nse to six times the 1959 level by 1965 (Economic 
Bulletzn for Europe, Vol. 13, No. 2, p. 99) but it is not certain 
whether this target is still valid. ' 

"lkof!omicheska _Mist, No .. 2, 1963, p. 8. T~e dollar value of 
tra~e with ~evelopmg countnes in 1960 given in this source is 
noticeably higher than that appearing elsewhere. 

"Handel Zagraniczny, No. 6, 1962, p. 245. 

and 1980.40 This would represent an annual rate of 
growth of just over 7 per cent-rather below the 
planned expansion of national income. 

67. For other countries no long-term targets for 
foreign trade have yet been stated ; but an assessment 
of the probabilities may be based on, inter alia, the 
data in Table 23, the current levels of per capita trade 
and shares of trade in national income, given in 
section 1 and such qualitative indications of current 
policy as are available. 

68. In Czechoslovakia, the provisional1980 targets 
published in 1961 called for a rise of foreign trade 
turnover to 222 per cent of the 1960 volume by 1970 
and to 500 per cent of that level by 1980. However, 
those targets were set against one of 400 in 1980 
~1960 = 1 00) for national income, implying a rate of 
mcrease of over 7 per cent a year whereas, as indicated 
above, the latter target appears to have been reduced 
~o some 4 to 4Yz per cent for the seven years ending 
m 1970.41 As can be seen from Table 23, the ratio 
of foreign trade to national income has been rising 
steadily in Czechoslovakia since 1953, average annual 
increases of about 6 per cent in national income 
contrasting with an average of about 12 per cent for 
external trade; and it was suggested in section 1 that 
the ratio of foreign trade to national income is now 
probably relatively high. Nevertheless, for the indus
trialized market economies as a group, foreign trade 
has continued to rise in relation to national income 
(service inclusive) throughout the Fifties, and the gap 
even widened in the second half of the decade and 
into the Sixties. 42 It thus seems not unreasonable to 
suppose that Czechoslovak foreign trade could con
tinue to rise in relation to national material income 
for some time to come, assuming policy to be directed 
to taking maximum advantage of the potential benefits 
of international division of labour. In Table 24, a 6 
per cent annual increase of trade is assumed from 
1963 to 1970 and a 5 per cent annual rise in the 
subsequent decade. 

69. Eastern Germany's "natural" dependence on 
foreign trade is probably at least equal to that of 
Czechoslovakia, but its present ratio of foreign trade 
t<;> I?-ational income is probably rather less. Assuming 
similar future rates of over-all economic expansion in 
eastern Germany and in Czechoslovakia, similar rates 
of growth of external trade-perhaps somewhat higher 
in the former country--can probably also be assumed. 

70. Hungary is one country for which data have 
been published relating the value of foreign trade in 

"Mr. A. Mikoyan, Pravda, 22 October 1961. 
" But see last footnote to paragraph 64. 

. " For. a picture of the relative growth of foreign trade and national 
mcome m the three main groups of countries (industrialized market 
~conomies, developing countries and centrally-planned economies) 
m the first and second quinquennia of the 1950s see the ECA 
secretariat, "African Trade with Centrally-Planned Economies" 
E/CN.14/STC/5, Chart I. It is, incidentally, of some interest to not~ 
that th~ rise of foreign trade in relation to national income was 
slower m the centrally-planned economies in the second than in the 
first half of the decade; but that is partly a reflection of the extra
ordinarily low level of their trade in 1950. 
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TABLE 24 

Possible growth of trade turnover in eastern European countries and the Soviet Union, 1960 to 1980 

Foreign trade 
Cumulative annual 1980 

turnover in 1960 index 
Tow/ percentage increase 

of total turnovera number, 
million Dollars per (1960= 

C aunt ry or area dollars capita 1961-1970 1971-1980 

Bulgaria 1 205 150 lllh 9 
Czechoslovakia 3 745 276 6 5 
Eastern Germany 4 361 253 6Vz 5Vz 
Hungary . 1 850 183 91h Sth 
Poland. 2 821 95 SVz 6 
Romania. 1 365 74 10 9 

Total Eastern 
Europe 15 347 158 8 61h 

Soviet Union . 11 191 52 81h 6 

ToTAL Eastern 
Europe and Soviet 
Union . 26 538 85 8 6 

Sources : Population: national statistics and projections, and ECE secretariat 
projections. Foreign trade turnover: national statistics; for 1970 and 1980 
the Economic Survey of Europe in 1961, Part I, Chapter II, p. 58 (Soviet Union); 
Survey for 1962, Part I, Chapter I, pp. 51 and 56 (Bulgaria); Handel Zagra
nic;:ny, No. 6, 1962 (Poland) and assumptions indicated in the text (for other 
countries). 

a Growth rates of external trade for Bulgaria are plan targets, as are the 1980 

domestic prices to national income. The ratio of 
foreign trade turnover to national income changed 
little from 1949 to 1951; between 1951 and 1954 it 
rose from 23 per cent to 36 per cent (at 1949 plan 
prices); between 1954 and 1959 it rose (at 1954 plan 
prices) from 33 per cent to 41 per cent and by 1962 
the ratio was over 60 per cent (at 1959 prices). It was 
noted in section 1 that this ratio already puts Hungary 
into a similar category with Denmark though not yet 
into that of the Netherlands, with external trade turn
over equal to over 50 per cent of gross national 
(service inclusive) product in the first case and over 
75 per cent in the second. The Hungarian Government 
constantly emphasizes the need for Hungary to take 
full advantage of the possibilities of economic special
ization of production offered by a high level and 
diversified pattern of international trade. If the 1980 
goal for national income is reached-four times that 
of 1960-and if the foreign trade quota in that year 
were to reach 80 per cent of national material income 
(on the same basis of calculation as in 1962) the 
expansion of trade over the same period might amount 
to as much as 5Yz times the 1960 volume.43 It is on 
this basis that the assumed growth rate has been 

National income ...... . 
Foreign trade turnover . . . . 

1960 1962 1980 

100 111 
58 ca. 70 

400 
320 

The relationship between the 1962 and 1960 figures reflects the 
actual increases between these two years. Allowing for the different 
concepts of national income in the two countries, the Hungarian 
foreign trade quota in 1980 would still be below that of the Nether
lands today. 

" It is somewhat lower than the target growth rate of national 

100) 

700 
290 
320 
550 
400 
600 

410 

400 

406 

Foreign trade turnover 

Population Total Dollars 
(millions) millionb per capita 

1960 1970 1980 1970 1980 1970 1980 

7.87 8.62 9.35 3 615 8 435 419 902 
13.65 14.70 15.63 6 778 10 860 461 695 
17.24 17.40 17.66 8 200 13 955 471 790 
10.00 10.88 11.73 4 625 10 175 725 867 
29.7 32.4 34.8 6 686 11 284 206 324 
18.4 20.8 23.2 3 549 8 190 171 353 

96.86 104.8 112.37 33 453 62 899 319 560 

214.4 248C 274° 25 180 44764 102 163 

311.26 352.80 386.37 58 633 107 663 166 279 

targets for the Soviet Union and Poland. The phasing of progress to the latter 
targets is a secretariat assumption, as are all other figures, for which the argu
ment is given in the text. 

b At 1960 prices. 

c Based on indications given in the Twenty-year Programme. Mr. Khrush
chev has since stated the official projections in round figures as 250 millions in 
1970 and 280 millions in 1980 (Pravda, 10 December 1963). 

written into Table 24, with some deceleration from the 
first to the second decade. 

71. In Romania the rise of external trade in rela
tion to national income began only in 1960 (see Table 
23) and per capita trade turnover in 1962 was still 
very low ($94). Romania is a relatively large country 
with a varied endowment of natural resources and 
present policy is directed towards industrialization 
based essentially on their exploitation. Nevertheless, 
foreign trade can probably be expected to continue to 
rise at least as fast as national income, and most 
probably faster, for some time to come if economic 
policy pays reasonable attention to cost considerations. 
In Table 24 a rate of expansion is postulated below 
that planned by Bulgaria but still higher than in any 
other country of the region. 44 

72. Finally, it may be noted that the projections 
of trade turnover in 1980 for Bulgaria, Poland and the 
Soviet Union in Table 24 represent the stated targets 
of these Governments. For Bulgaria, the 1980 figure 
may appear very high (it represents, for example, 
about twice the 1962 per capita value of external trade 
of western Germany).4~ In contrast, the Soviet 1980 

income announced in 1960 but, as indicated above, the current 
status of that target is doubtful. 

"It has sometimes been suggested that, even though intra
CMEA trade is, in principle, conducted at world prices, there is a 
tendency for the actual dollar prices to lie significantly above those 
of the world market. If so, this might result in some inflation of the 
apparent per capita trade of a country such as Bulgaria (with 80 
per cent of its trade conducted with CMEA countries) in comparison 
with that of western, or even some other CMEA, countries. 
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figure appears very low. As was noted in section 1, 
the Soviet Government's estimates of the relative levels 
of per capita national income in the Soviet Union and 
the United States, imply a Soviet foreign trade quota 
in 1962 little more than half that of the United States. 
The Soviet targets of a fivefold expansion of national 
income and a fourfold expansion of foreign trade from 
1960 to 1980 represent a reversal of the trend in the 
recent past-from 1956 to 1962 the percentage increase 
of foreign trade has been well above that of national 
income (see Table 23)-and would leave per capita 
turnover in 1980 still well below even the 1962 figure 
for the United States. They would represent a ratio of 
foreign trade turnover to national material income in 
1980 of only 5 to 6 per cent. 46 

73. If Soviet policies. and external conditions, 
should be such as to favour a maximum exploitation 
of the possibilities of economically beneficial inter
national trade, there is no doubt that the rate of growth 
of foreign trade in relation to national income could 
be higher.47 In Poland, the foreign trade target is 
confessedly a minimum in the sense that the rate of 
growth of exports which the planning authorities can 
feel reasonably hopeful of achieving is a major factor 
setting an upper limit to the national income target : 
if they felt confident of a faster growth of exports, both 
the trade target and the national income target would 
be raised. Thus, even if some of the 1970 and 1980 
figures for some individual eastern European coun
tries shown in Table 24 appear high, the totals for the 
group of seven, including the Soviet Union, may even 
appear modest assuming (a) that the rates of growth 
of national income foreseen by these Governments 
today are achieved and (b) that appropriate trade and 
other economic policies are pursued both within the 
CMEA area and in the potential partner countries 
outside. The figures in the table imply a rise of 120 
per cent in the total trade turnover of the CMEA 
countries between 1960 and 1970 and at least a quad
rupling of their 1960 turnover by 1980. 

74. These figures must not, of course, be regarded 
as forecasts of what will happen in this field by 1970 
or by 1980. They represent only rough indications of 
what might happen on the basis of the assumptions 
stated above. The share of developing countries in a 
trade expansion of the magnitude here assumed will 
depend heavily on the policies pursued not only in the 
CMEA countries but also in the developing countries 
and-to some extent-the industrialized market 
economies. In subsequent sections these possibilities 
are discussed in some detail in relation to each major 
commodity category. 

" However, the average annual rate of expansion of national 
income since 1959 has been below 7 per cent, against the 9lh per 
cent a year up to 1970 called for by the Twenty-year Programme. If, 
in fact, the rate of expansion were not to exceed 7 per cent in future, 
an unchanged foreign trade target would imply a foreign trade 
quota in 1980 equal to that of 1960-nearly 7 per cent. 

., A similar result in the immediate and medium-term future 
might be brought about if delays in reaching the agricultural output 
targets-as experience in recent years has shown, the mostdoubtful 
major element in all plans-were compensated~by imports of food
stuffs to maintain the planned growth of consumption. 

7. CMEA IMPORTS OF FOODSTUFFS AND BEVERAGES 

75. The CMEA countries' trade in foods, bever
ages and tobacco (SITC sections 0- l) was practically 
balanced in 1961-an export surplus of $60 million 
on total exports (including intra-trade) of $2150 
million. 

76. The " Basic Principles of the International 
Socialist Division of Labour " approved by the 
CMEA member Governments stress " the need to 
increase to the utmost the output of food and agri
cultural raw material " in the member countries and, 
specificaiiy, the need for "the maximum output of 
corn and animal products in each socialist country". 4s 
Similar intentions have been reiterated in national 
policy statements, even in countries where labour 
shortage in agriculture is already acute. For example, 
President Novotny of Czechoslovakia stressed in con
nexion with the preliminary 1970 plan targets, 
announced at the end of 1962, "the duty of every 
socialist country to cover as much as possible the con
sumption of agricultural products by its own pro
duction ". 49 According to a recent declaration of the 
eastern German Council of Ministers, " the chief aim 
in the comprehensive and complete building of 
socialism in agriculture is to supply the people even 
better than before with food, and industry with raw 
materials, from domestic sources ". ~o 

77. The current targets for global agricultural pro
duction 51 call for a rise in the Soviet Union to three
and-a-half times the 1960 volume by 1980, to 
two-and-a-half times the 1960 level in Bulgaria, to 
two to two-and-a-half times that level in Hungary and 
to double the 1960 level in Poland : in Czechoslovakia 
the provisional 1970 target of last year appeared to be 
a rise of 50 per cent above the 1960 level. 52 The attain
ment of these targets, as is shown below, would 
almost certainly imply not merely self-sufficiency for 
the CMEA area in temperate zone foodstuffs, but the 
production of considerable export surpluses of some 
products. Whether their attainment would be defen
sible on the basis of strict cost criteria is hard to say, 
at least for countries such as Czechoslovakia and 
eastern Germany which already suffer from a severe 
farm-labour shortage and from labour scarcity in 
other branches of activity also. However, the possi
bilities of improving the technical efficiency of agri
culture throughout the area are certainly immense. 

" P. 21 of English text. 
•• Rude Prdvo, 5 December 1962. 
•• Neues Deutschland, lS November 1963. 
11 Global output differs from the "value added" concept of 

gross output in western economies in that it represents the com
modity output of each separately enumerated production unit or 
branch, inclusive of all inputs from outside the unit or branch. For 
agriculture, it normally not only includes inputs from outside the 
sector but also double counts that part of crop production which is 
an input into the livestock branch (and vice versa). Global output 
of productive services is calculated on a similar basis . 

"But see last footnote to paragraph 64 above. For available 
details of these plans, see the Economic Survey of Europe in 1961, 
Part 1, Chapter II, pp. 49 et seq. and the Survey for 1962, Part 1, 
Chapter I, pp. Sl et seq. as well as additional sources indicated 
below. 
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Grains and animal products 
78. Mr. Khrushchev has recently confirmed the 

Twenty-year Programme targets for Soviet grain pro
duction-increases from 134 million tons in 1960 
(147.5 million tons in 1962) to 229 to 262 million tons 
by 1970 and 295 to 311 million tons by 1980. In doing 
so, he stressed that grain production was the key to 
the whole Soviet food situation : " Output of all, or 
almost all agricultural products is directly and im
mediately related to the development of the grain eco
nomy. If there win be grain-there will be meat, milk 
and other products ". 53 Indeed, the level of Soviet 
grain production can be seen as the main determinant 
of future levels of output and net imports or exports 
of both grains and animal products in the CMEA 
area as a whole. 

79. In recent years, the CMEA area has normally 
been at least self-sufficient in bread grain, with a net 
export surplus in good years. The Soviet Union alone 
has been a net exporter of some 6 to 7 million tons of 
grain a year (the disastrous harvest year 1963 being 
an exception) mostly to the eastern European coun
tries. Policies in all the countries of the region are 
currently directed to raising both yields and total out
put; 54 and such long-term plan targets for yields as 
have been published are shown in Table 25. The 
scope for raising grain yields is considerable in all the 
CMEA countries, and the figures in Table 25 may be 
compared with the current average wheat yields of 
23 quintals per hectare in the European Economic 
Community, 19 quintals in Italy and 35 to 36 quintals 
in the United Kingdom. All the CMEA countries
and Czechoslovakia and the Soviet Union in particular 
-have for many years experienced difficulties in rais
ing farm output as fast as planned, but the technical 
feasibility of achieving large increases cannot be 
doubted. They will require higher inputs of fertilizer, 
etc., and education and better organization-and pro
bably more effective incentives-at the farm level ; 
progress towards the current targets may be slow for 
some years but something like them will eventually be 
achieved if current policies remain unchanged and are 
supported by the necessary investment and other 
efforts. 

80. The current and planned levels of consump
tion of the main foodstuffs are shown in Table 26, 

"Izvestia, 10 December 1963. 
"According to President Novotny, in Czechoslovakia "we 

must do everything in our power to reduce the strain on our foreign 
trade arising from imports of grain, as they demand considerable 
finance which we could use better for modernizing our industrial 
production". (Rude Pravo, 13 December 1963.) 

ua See Izvestia, 10 December 1963. The following information 
on the basis of the calculation has been provided: 

Beef and veal 
Pork •• 
Mutton 
Poultry. 
Milk • 

The share 
of grains 

in the feed ratw 

Percentages 

30 
60 
20 
80 
20 

A ctuaf quantity 
of grain 

required per unit 
of output 

Kifogrammes 

2.5 
3.0 
1.52 
2.25 
0.18 

TABLE 25 

Current and planned grain yields in CMEA countries 

Bulgaria . Wheat 
Maize 

Czechoslovakia . Wheat 
Maize 

Eastern Germany . All grains 

Hungary. Bread-grains 
Maize 

Poland All grains 

Romania Bread-grains 
Maize 

Soviet Union. All grains 

Yields in quintals 
per hectare 

1959· 
1962 

194 

23.6a 

24.2 
26.7 

25.0 

16.4 
24.2 

16.5 

13.1 
16.0 

10 

1970 1980 

27-28 
50 

32.0b 
SO.Ob 

29.0 

ca.20 

Sources: National statistics and plan documents. 

a 1960. Total output of grain in Bulgaria is planned to rise as follows 
(thousand tons): 

1960 1980 

Bread-grains . . . 2 462 2 44 7 
Fodder grains • . 2 355 6 195 

I> These were the figures for the original Seven-year Plan, now being revised. 
However, the targets still seem to be relevant for comparative purposes. 

with current and projected United States levels for 
comparison. In the Soviet Union, the planned 1970 
consumption levels are estimated to require produc
tion of 25 million tons of meat, 115 to 135 million tons 
of milk and 68,000 million eggs; and the total feed 
requirements for this output have been officia11y 
estimated as follows : 540 

Total meat (slaughter weight) 
of which: 

Beef and veal 
Pork 
Mutton 
Poultry 
Others 

Milk 
Eggs 

Total feed 
requirements 
in the form 

Output of grain 

Millions of tons except for output 
of eggs (thousand millions) 

25 63.7 

9.2 24.5 
9.1 27.3 
2.8 4.2 
3.3 7.42 
0.6 

115-135 24.3 
68 13.6 

Feed requirements for livestock on 
the hoof. 23.4 

Total 125.0 

81. If only the lower figure in the range given as 
the target for Soviet grain production in 1970 is 
reached (229 million tons, which could be produced 
on the 1963 grain area with average yields of only 
16 Yz quintals per hectare instead of the 20 quintals 
planned) this would provide per capita availabilities 
of more than 900 kilogrammes, of which 500 kilo-
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TABLE 26 

Present and plrumed per capita human consumption levels for some selected foodstuffs in the Soviet Union, 
eastern European countries and the United States 

(In kilogrammes) 

Soviet Union Bulgaria Czechoslovakia 

1970 1980 1980 
1960 target target 1960 target 1960 

Meat and meat pro-
ducts (meat equi-
valent)a ... 40.5 86.8 .. 25.4 80 56.5 

Milk and milk pro-
ducts (milk equi-
valent) ..... 288 467 . . 124 400 173 

Eggs (pieces) •.. 128 .. 365 84 320 179 
Sugar and syrups . 30 44 .. 13.6 36 36.3 
Cereals (grain equi-

valent). .. .. .. .. .. 167.3 

Sources: National statistics; Planovoe khozyalstvo, No. 11, 1961, pp. 40-44; 
Ttirsadalmi $Z.Cmle, No. 1, 1963; and Landsberg, Fischman and Fisher, Re
sources in America's Future, Baltimore, 1963, pp. 590-591. 

grammes would be required to support the level of 
output of animal products shown above. 55 With the 
quantities of high quality foods available for con
sumption shown in Table 26, and assuming also a 
steady progress towards the attainment of the other 
food-consumption targets set for 1980 (16 kilogrammes 
per capita of fish, 164 kilogrammes of vegetables and 
melons and 133 kilogrammes of fruit) it is hardly 
conceivable that human consumption of cereals could 
exceed 100 kilogrammes per capita-the Hungarian 
target for 1980 and about equal to today's United 
States level (with meat consumption approximately 
equal to that planned for 1970 in the Soviet Union). 56 

This would leave 300 kilogrammes per head, or 
nearly 75 million tons, available for seed, waste and 
export. 57 

82. The 1980 export surplus implied by the grain 
production target for that year is even larger. Per 
capita consumption for food and feed of 600 kilo
grammes would leave a residual for all other purposes 
of 131 million tons if even the lower of the production 
targets for that year were reached. Mr. Khrushchev 
has confirmed that the plans do indeed call for an 
export surplus of grains, though he stated no precise 
figure.~8 

" Comparison with United States data suggests that this is a 
reasonable figure. 

According to data published by the OECD in Agricultural and 
Food Statistics 1962, availabilities for all domestic end-uses in 1960/ 
1961 in the United States (with complete self-sufficiency in animal 
products at consumption levels very similar to those planned for 
1970 in the Soviet Union) amounted to about 138 million tons, or 
760 kilogrammes per capita. The pattern of utilization established for 
the United States in the period 1956/1957 to 1959/1960 is the 
following: 77 per cent for feed and waste, 4 per cent for seed, 13 per 
cent for food and 6 per cent for industrial uses. Allowing for a 
comfortable waste margin, availabilities for feed in 1960/1961 can 
thus be estimated as 540-550 kilogrammes per head of the popula
tion; the comparative figure for the Soviet Union in 1970, according 
to the above calculation of feed requirements, would amount to 
500 kilogrammes, which would be reasonable, taking into account 

1962 

58.5 

170.9 
179 
38.5 

176.7 

&tern Germany Hungary Poland United States 

1980 1970 1980 
1960 1962 1960 target 1960 1962 1960 Projection 

55.0 53.1 47.6 75-80 42.5 46.6 88 96 103 

.. .. 148 300-340 352 350 . . . . . . 
197 181 156 280-300 143 150 334 360 360 
29.3 30.2 26 35-40 27.9 30.2 52 47 47 

127• 126• 147 95-100 145 . . 96 83 77 

a Data for each country are internally consistent, but coverage may vary 
slightly from one country to another. 

83. It may be noted that a Soviet export surplus 
of even 50 million tons of grain in 1970 would be 
equivalent to nearly 500 kilogrammes per head of the 
population of the eastern European countries. Eastern 
Germany, Czechoslovakia and Poland may remain 
small net importers of grain-though they all aim to 
reduce dependence on external supplies; but in the 
southern countries of the CMEA area national pro
duction is likely to cover requirements and Romania 
will continue to be an exporter of maize. The lower 
Soviet target for 1980 (295 million tons) would alone 
represent nearly 750 kilogrammes per head of the 
population of the CMEA area, if the other CMEA 
countries produced no grain at all. Thus, the area as a 
whole seems likely to become a very large net exporter 
of grain if plans are fulfilled, even if regional self
sufficiency in animal products at something like 
today's per capita consumption levels in the United 
States is attained. 

84. The above calculations do not, of course, 
imply that there will be no gross imports of cereal 
products or livestock products into the CMEA area 
if current agricultural policies continue unchanged 
and produce the desired results. Imports of specia
lities of various kinds could reasonably be expected if 

the fact that the share of concentrates in the American feed rations 
is much higher than the Soviet norms-for pigs 95 per cent (see 
Landsberg, Fischman and Fisher, op. cit., p. 784) and 60 per cent, 
respectively. 

•• Throughout the CMEA region, per capita direct human con
sumption of cereals can be expected to fall as living standards rise, 
and in the Soviet Union per capita consumption of bread and pota
toes is expected to fall by 30 per cent between 1960 and 1980 (but 
data on current consumption are not available). 

" Industrial uses of foodstuffs are intended to be eliminated by 
the expansion programme of the chemicals industry (see the Head 
of the Chemical and Oil-processing Industry Administration of the 
Soviet National Economic Council, Moscow News, 30 November 
1963). A later statement gives the date by which this is to be achieved 
as 1967-1968 (Izvestia, 17 December 1963). 

.. See Izvestia, 10 December 1963. 
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the authorities were prepared to offer a wide range of 
choice of such goods to consumers. However, the 
chances of the area being a long-term net importer of 
cereals and livestock products in such conditions are 
non-existent. 

Oilseeds and their products 

85. The prospective market for oilseeds and 
vegetable oils is of considerable interest to developing 
countries. Today the CMEA area is a net exporter of 
oilseeds-mainly sunflower seeds from the Soviet 
Union-and of oilcake and meal. Soviet exports are 
small in relation to world trade, but if they were 
retained on the home market, where potential demand 
for vegetable oils exists and by-products could 
profitably be used as oilcake, new outlets might 
theoretically be created for developing countries, 
although it should be remembered that North America 
is a highly competitive exporter of oilseeds and 
vegetable oils on world markets. Soviet oilseed exports 
probably constitute only some 5 per cent of domestic 
availabilities; but Mr. Khrushchev has lately criticized 
the trading authorities for exporting valuable feeding 
stuffs which could be better used to support domestic 
livestock production. While this may presage a change 
in policy, it remains uncertain whether the Soviet 
Union will provide a market for oilseeds (or oilseed 
products) from other countries. In the long run, 
domestic production will probably be capable of 
covering increasing demand, although the competition 
from areas for grain production may be significant in 
the nearer future. 59 

86. Other CMEA countries' requirements may be 
expected to increase, and they might possibly become 
net importers-at least temporarily--despite plans for 
expanding output. The main demand seems likely to 
arise from the need for concentrated fodder to support 
ambitious livestock expansion plans. 

Sugar 

87. The CMEA region as a whole has been a net 
exporter of sugar during the 1950s (except in 1957).60 

In 1960 the situation changed drastically, as a 
consequence of the large imports of sugar from Cuba, 
and the region became a net importer of about 
1000 million tons in 1961.61 Average per capita con
sumption levels in the Soviet Union, which is the main 
importer, still leave some scope for exp~nsion before 
they reach the "rational norm" of 44 kilognimmes 
shown in Table 26 {apparent availabilities were almost 
30 kilogrammes in 1960, 38.4 kilogrammes in 1961 and 

•• Referring to the extensive soya bean production in the United 
States, where the oil is used for food and industrial purposes and the 
oilcake for animal feed, Mr. Khrushchev has recently stressed that 
the Soviet Union must follow this example (Izvestia, 15 December 
1963). 

•• For data on total imports and exports of certain primary 
products by the CMEA countries in relation to total world trade in 
each product in 1955 and 1961, see appendix Table IV. 

" See Appendix Table IV. 

35.2 kilogrammes in 1962). The Soviet long-term plans, 
however, call for an expansion of sugar-beet produc
tion (for sugar) from about 50 million tons in recent 
years to 86 million tons in 1970 and 98 to 100 million 
tons in 1980; such quantities would be largely 
sufficient to provide refined sugar at the desired level 
from domestic production around 1970.62 Domestic 
needs for sugar (probably refined) have recently been 
stated by Mr. Khrushchev as 10 million tons in 1970 
and 12 million tons in 1980. The 1970 figure would 
imply a level of per capita consumption only slightly 
below the "rational norm ".63 

88. Sugar production does not present any particu
lar problem for the region as a whole; it leaves 
considerable room for maneuver, since production 
could easily either be stepped up or maintained at 
present levels in accordance with decisions on trade 
policy. The 1970 target for Czechoslovakia (now 
possibly under reconsideration) in fact called for a 
rise of less than 5 per cent over the 1960 level. The 
Bulgarian target (an 8 per cent rise in output up to 
1980) is well below the planned rate of growth of 
consumption. 

Tropical beverages and fruits 

89. It is in the field of tropical beverages and fruits 
that the greatest possibilities exist for an expansion of 
imports of foodstuffs into the centrally-planned 
economies from developing countries. These products 
have still a low priority in the import plans of the 
CMEA countries, but shipments to the Soviet Union 
and the eastern European countries have been increas
ing very rapidly, although irregularly, during the 
recent past. Per capita consumption of these com
modities is still everywhere low by comparison with 
western European and, still more, United States 
standards (see Table 27); but there is every reason to 
believe that if such goods were put on sale in quanti
ties adequate to meet consumer demand at prices (in 
relation to those of other consumers' goods) similar to 
those in the western industrialized countries, demand 
would develop in a pattern similar to that in the latter 
countries. Due account must, of course, be taken of 
national differences in traditional consumption habits 
-as between coffee and tea, for example. 

90. For some of these products suppressed demand 
exists today in many of the CMEA countries, in the 
sense that larger supplies would be taken up even at 
present prices if they were available. For all of them 
current demand elasticities are high. 

91. Data for Hungary reveal a situation which 
may well be typical. In Hungary in 1961, the average 
price per kilogramme of tropical fruits was more than 
five times the prices of apples and pears, seven to ten 
times those of apricots and plums, around four times 
those of grapes and cherries. At the end of the year, 

.. In the Soviet Union, the average sugar content is 12 to 13 per 
cent (Narodnoe khozyaistvo SSSR v1962g, p. 204). 

•• Izvestia, 10 December 1963. 
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TABLE 27 

Per capita imports of some tropical foodstuffs into the Soviet 
Union and eastern European countries in 1962 -

(In ki/ogrammes) 

Cocoa Tropical 
Country Coffee beans Tea fruitsa 

Bulgariab 0.28 0.73 0.02 0.75 
Czechoslovakia 0.64 0.90 0.09 
Eastern Germany 1.70 0.80 0.09 6.70 
Hungary . 0.61 0.63 0.06 3.74 
Poland. 0.24 0.38 0.13 1.20 
Romania. 0.13 1.13 
Soviet Union 0.10 0.22 0,07° 0.84 
Western Germany . 4.1 2.4 0.15 24.5 
United Kingdom 1.3 2.6 4.7 16.8 
Sweden 11.1 1.6 0.15 20.1 
United States . 7.9 1.8 0.3 d 

Sources : National Statistics of CMEA countries; for western countries, 
United Nations Commodity Trade Statistics, 1962. 

a For eastern Germany and the Soviet Union: citrus, bananas, dates, dried 
fruits and raisins; for Bulgaria and Romania: only citrus; for Poland: citrus and 
bananas. For western countries, citrus (SITC 051.1 and 051.2) and bananas 
(051.3) only. In 1962 the share of citrus and bananas in the total value of im
ports of all fresh and dried fruit (SlTC 051 and 052) was 39 per cent in western 
Germany, 40 per cent in the United Kingdom and 37 per cent in Sweden. 
Exports of fresh and dried fruit from these countries are negligible. 

b 1960. 

c Apparent per caput availabilities from domestic production are estimated 
to about 0.22 kg. 

d The United States is a net exporter of citrus fruits. Per capita imports of 
bananas are 10-11 kg a year. 

prices of tropical foodstuffs and of some products 
incorporating them were reduced by percentages 
ranging from 10 to 50, with the consequences for 
sales and implied price elasticities of demand shown 
in Table 28. The last column of this table must be 
viewed with some caution, since somewhat larger 
quantities of tropical fruits (at least) could have been 
sold in 1961, even at the prices then current, had 
supplies been available. It may also be noted that per 
capita consumption of tropical fruits in different 
income groups in Hungary in 1961 varied far more 
widely than that of other fruits (see Table 29). More
over, consumption was much higher for workers and 
employees than for peasants (2.71 and 0.63 kilo
grammes respectively). The latter fact probably re
flects, inter alia, differences in consumption habits, 
the distribution of available supplies of tropical fruits, 
and also the fact that for peasants the real cost of 
some home-grown fruits is negligible. 

92. In attempting any long-term projections, it is 
probably reasonable to assume that, if current plans 
for raising over-all consumption stand~.rds are carried 
out, and if the authorities are prepared to plan fully 
to meet consumers' demand for tropical foodstuffs at 
prices which are not artificially inflated in relation to 
those of other consumers' goods and services, at least 
the per capita consumption levels of these products 
in the richest western countries today might be reached 
in the CMEA area by 1980. It should be borne in 

TABLE 28 

Changes in prices of and retail trade in selected tropical foodstuffs 
in Hungary, 1961 to 1962, and implied price elasticities of 
demand 

Ir = Indices of retail trade value 
lq = Indices of retail trade volume 
Ip = Indices of retail trade prices 
E = Implied price elasticity of demand 

= (lq -1):(4; -1 )= -~~ 0 ~: 
Commodity Ir Iq IP E 

Coffee sold in shops 1.37 2.68 0.51 1.75 
Coffee sold in catering trade 0.96 1.02 0.94 0.47 
Chocolates . 2.52 3.95 0.63 5.03 
Nougat in tablets . 0.73 0.92 0.79 0.34 
Other sweets . 0.97 1.06 0.91 0.61 
Confectionery 1.04 1.11 0.94 1.56 
Cocoa. 1.11 1.42 0.79 1.58 
Tea. 0.89 1.41 0.63 0.70 
Oranges 1.79 2.65 0.68 3.51 
Lemons 1.42 1.50 0.90 5.05 
Other tropical fruits . 1.40 1.52 0.92 6.09 

Sources: Kiizgazdascigl szemle, 1963, No. 4, pp. 446-455; and Statiszt/kal 
szemle, 1963, No. 2. 

mind that the Soviet Twenty-year Programme calls 
for the attainment by 1980 of a standard of living 
75 per cent above the 1960 average in the United States. 
Per capita consumption in Bulgaria is planned to rise 
3% to 4 times over the same period, and in Hungary 
three times to surpass the levels now prevailing in 
" advanced capitalist countries " ; in eastern Germany 
a 22 to 23 per cent rise is planned from 1963 to 1970 
and in Czechoslovakia a rise of nearly 25 per cent 
over the same period. Moreover, the authorities of all 
these countries should be able to control the distri
bution of income so as to ensure that the minimum is 
above that in the richer western countries today, thus 
raising average per capita consumption of products 
such as the foodstuffs here discussed to higher levels 
than might be attained in countries with more extreme 
lower limits of personal income. 

93. On this basis, and with modifications to allow 
for traditional differences in tastes, and some other 

TABLE 29 

Per capita consumption of certain fruits by income groups 
in Hungary in 1961 

Per capita consumption in kilogrammes 

Income group 
(forints per month) All fruit 

<7 200. . . . . 40.9 
7 201 - 9 600 45.7 
9 601 - 12 000 52.2 

12 001 - 14 400 55.0 
> 14 400 . . . . 65.2 

Apples 

12.45 
13.73 
15.00 
15.23 
17.21 

Plums 

5.65 
5.61 
5.48 
5.40 
5.93 

Tropical 
Peaches fruits 

2.18 1.32 
2.52 1.86 
3.36 2.61 
4.25 3.24 
5.23 4.48 

Source : Statisztikai /dOszaki kOzlemt!nyek, No. 50, p. 37. 

NoTE.-Data are based on household survey statistics. 
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TABLE 30 

Estimated potential level of imports of tropicaJ foodstuJJs into the CMEA region around 1980 

Potentia/ imports In 1980 Estimated volume of fmports 

Actual net Imports Assumed 1961 1980 

In 1961 per capita leve/1 Total quontitie,O Prices applledb At 1961 prices 
Commodity (thousand tons) ( ki/ogrommes) (thousand tons) (US I per ton) (mil/Ions dollars) 

Raw coffee . . Soviet Union 
Eastern Europe 
CMEAregion 

Cocoa beans • CMEA region 

Tea 

Citrus fruit • 

Bananas .. 

Soviet Union . 
Eastern Europe 
CMEAregion 

CMEAregion 

CMEA region 

Sources : National statistics. 

TOTAL 

a Estimated population in 1980 as in table 24. 

24.2 3.5 
49.5 5.0 
73.7 

60.3 1.5 

9.2 2.0 
5.9 0.3 

15.1 

229.2 13.0 

25.8 5.0 

960 
560 

I 520 57.3 1200 
521 

580 31.4 300 
1 330 

450C 
4() 

490 20.1 650 
150 

5020 34.4 750 
125 

1930 3.2 250 

146.4 3 150 

b EEC unit values of imports in 1961; citrus-averase for Benelux and Western Germany; bananas-Western Germany. 
c On the assumption that domestic production would be double that of 1963. 

considerations set out in the commodity notes that 
follow, potential imports of tropical foodstuffs into 
the CMEA area in 1980 are shown in Table 30. They 
would amount to over $3000 million at 1961 prices 
compared with less than $150 million in 1961. 64 

94. Tea. The Soviet Union is the only producer 
of tea within the CMEA region and output has been 
rising rapidly in recent years. Green leaf production in 
1962 amounted to 178,900 tons; preliminary data for 
1963 indicate 186,000 tons in Georgia alone,65 which 
would imply a total of some 194,000 to 195,000 tons
well above the original 1965 target. The Soviet Union 
is an exporter of tea to other eastern European coun
tries. but net imports in 1961 were 9200 tons. Net im
ports into the whole CMEA area were 15,000 tons. 

95. Although it has been suggested that Soviet tea 
production might be raised to cover all domestic 
needs,66 it seems unlikely that this would occur, even 
though possibilities of output expansion are great. 
Present annual per capita availabilities of tea can be 
estimated at some 0.3 kilogramme, of which some 0.22 
kilogramme are from domestic production.67 Com
pared with standards in typical tea-drinking countries 
in western Europe-such as the United Kingdom and 
Ireland with per capita annual consumption of 4.4 
kilogrammes and 3.3 kilogrammes respectively in 

"However, it seems probable that in the Soviet Union, at least, 
the authorities are not today envisaging increases in consumption of 
tropical beverages on the scale implied in Table 30. According to the 
Soviet Food Institute, the share of tea, coffee, cocoa and salt in 
total consumers' expenditure on food (today 1.3 per cent) is expected 
even to decline slightly as the "rational norms" for all categories of 
food consumption are reached. Total expenditure on food is foreseen 
to rise to 3 times the 1960 level (at comparable prices} by 1980 
(1. Pisarev, Metodologicheskie voprosy izucheniya urovnya zhizni 

1957-1959-present Soviet consumption levels are 
extremely low. Part of the explanation .is probably to 
be sought in the traditional manner of brewing tea in 
the Soviet Union and it is difficult to forecast how this 
will influence the development of demand. It would 
seem reasonable, however, to assume a saturation level 
of about 2 kilogrammes in the period around 1980, or 
a sevenfold increase in present per capita consumption. 
Even if domestic production could be doubled, this 
would mean a demand for imports of some 450,000 
tons. 

96. In the eastern European countries the situation 
is much less clear. Per capita consumption is every· 
where less than half that in the Soviet Union. Total 
imports increased from 4600 tons in 1955 to 5900 
tons in 1961. Should these countries develop coffee· 
drinking rather than tea-drinking habits, consumption 
of tea could hardly be assumed to exceed present 
Soviet standards and imports would then reach some 
40,000 tons about 1980. 

97. Coffee. Imports of coffee into the Soviet 
Union and the eastern European countries have 
risen extremely rapidly in most recent years and 
amounted to some 74,000 tons (net) in 1961. 
Apparent per capita consumption is still very low 
in all countries except eastern Germany, but even 

trubgashehykhsiya, Moscow, 1962, p. 250 and Survey for 1961, 
Chapter II, p. 57). 

"Izvestia, 10 December 1963. 
•• Pravda, 12 February 1961. 
" Tea as a product available for consumption is estimated at about 

one-quarter of green leaf production (FAO conversion rate). Data on 
the value of retail sales of tea and on retail prices tend to confirm the 
estimate of per capita consumption. 
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there it has not regained the estimated pre-war 
level. The latent demand in the region is certainly 
considerable. With rising incomes and increasing 
urbanization, imports might rise rapidly if demand 
were fully satisfied, as coffee-drinking habits appear 
to develop quickly in urban populations. When, 
and at what levels, saturation might be reached is 
difficult to predict; but if today's average per capita 
consumption levels in the countries of the European 
Economic Community were reached in eastern Europe. 
this would imply per capita annual consumption of 
about 5 kilogrammes, which is still well below that 
of the United States or Sweden where per capita 
imports were 7.7 kilogrammes and 11 kilogrammes, 
respectively, in 1962. For the Soviet Union, where tea 
may remain the national drink, a lower level may be 
assumed-perhaps corresponding to that in Canada 
(around 3.5 kilogrammes) where annual tea consump
tion is above 1 kilogramme per capita. 

98. Cocoa. Per capita consumption levels of 
cocoa in the CMEA region are still low, but the gap 
between those recently attained in the more industrial
ized eastern European countries and those current in 
some highly developed western countries is smaller 
than for coffee. However, in the Soviet Union con
sumption remains very small. 

99. In recent years imports of cocoa beans into 
the' CMEA region have increased rapidly, though 
quantities have varied enormously from one year to 
another. The average for 1960-1961 of about 77,000 
tons for the region as a whole would seem to give a 
fair indication of the present level. For climatic 
reasons there seem to be good prospects for the 
development of cocoa as a beverage in large areas 
of the CMEA region. The utilization of cocoa in 
the confectionery industry will to a great extent depend 
on the rate at which present capacity is enlarged. 
As a possible 1980 level of consumption, 1.5 
kilogrammes per head would seem to be a fairly 
reasonable assumption since consumption has, in fact, 
been steady for some time at this level in the United 
States and in Canada. 

100. Citrus fruits. The Soviet Union is the only 
citrus producer of any significance within the region. 
Production figures are not available, but State pur
chases-covering the bulk of the crop-amounted to 
some 30,00otons in 1962. Imports of citrus fruit into 
the Soviet Union reached a peak in 1958 of 132,600 
tons, of which nearly 40 per cent were tangerines from 
mainland China. Imports from that country have de
creased considerably in more recent years and total 
foreign supplies to the Soviet Union have averaged 
some 100,000 tons. Production and imports of citrus 
fruits together provide only a small proportion of 
Soviet fruit supplies. In the eastern European countries, 
total imports have been steady at about 130,000 tons 
a year since 1959. 

101. Per capita consumption levels are generally 
low in the CMEA area and seem to offer wide scope 

for expansion. The high cost of developing production 
in the Soviet Union will probably mean that rising 
supplies to the population of the CMEA area will 
have to be provided mainly through imports from 
outside. It is difficult to forecast a rate at which such 
imports will be developed ; but, until the juice
processing industries develop further to include citrus, 
it might reasonably be expected that most countries 
within the region will attain a level of per capita 
consumption no higher that that in the Scandinavian 
countries today-about 13 kilogrammes a year. 

102. Bananas. Imports of bananas into the 
CMEA region are still extremely small. As far as 
foreign trade statistics allow, they can be estimated at 
some 26,000 tons in 1961. With the development of 
trading relations with banana-exporting countries, they 
can be expected to increase, and it would seem 
reasonable to assume that per capita consumption 
could reach-if not the approximately 11 kilogrammes 
in the United States-at least the present average 
standard of about 5 kilogrammes in the Scandinavian 
countries. 

103. Other tropical fruits. Potential demand for 
other tropical fruits (pineapples, avocado pears, etc.) 
in the CMEA countries is probably also significant ; 
and the figures in Table 30, covering only citrus fruits 
and bananas, can to that extent be considered as 
minima. 

Summary 

104. The argument of this section may be sum
marized as follows. There is little prospect, if current 
agricultural policies in the CMEA area remain un
changed and produce the desired results, that this 
area will be a net importer of cereals or livestock 
products in the long-term. There might, however, be 
some gross imports of specialized products in these 
categories. Some net imports of oilseeds, oilcake, etc., 
might well develop, given the ambitious plans for 
expansion of livestock production in the region and the 
consequently growing needs for concentrated fodder. 
The area can certainly easily be self-sufficient in sugar 
if policy should dictate this ; but the few current 
production plans available for eastern European coun
tries are relatively modest, though that of the Soviet 
Union appears to imply something close to national 
self-sufficiency. For tropical fruits and beverages, how
ever, the prospects for imports are excellent if it is 
assumed that the CMEA Governments intend to raise 
consumption standards in this respect by 1980 at least 
to the current levels in the richer market economies : 
on this assumption, imports into the CMEA area might 
rise from their present very low level to over 
$3000 million. 

8. CMEA IMPORTS OF FUELS AND RAW MATERIALS 

105. The five countries which have so far published 
plan targets for 1970 or 1980 all foresee rates of 
growth of global industrial output exceeding the 
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planned increases in national income mentioned in 
section 6 (see Table 31).68 The planned increases in 
global industrial output shown in the table do not 
imply commensurate increases in the utilization of 
fuels and raw materials (since an increasing degree of 
processing will provide part of the rise in global out
put) but they certainly imply very large increases. 

106. There are few fuels or raw materials for 
which the eastern European countries and the Soviet 
Union as a group will inevitably be dependent on net 
imports from the outside world. The" Basic Principles 
of International Socialist Division of Labour" call for 
"the greatest possible production in the socialist 
countries of raw materials of which there is a 
scarcity in the socialist camp", 69 and CMEA recom
mendations on individual branches of production 
have similarly stressed the need for maximum 
expansion of output of fuels and basic raw materials. 
In an article on "Basic Problems of the Development 
of a World Socialist System",70 Mr. Khrushchev 
recently commented on " the solution of our fuel 
and raw material problems" in the following terms. 
"For a number of reasons, the socialist countries 
are still dependent on the non-socialist market 
for some raw materials at present in short supply. 
We believe the policy on this question should 
be to ensure ourselves reliable import sources of such 
items as copper, nickel, rubber and cotton. Together 
with this, the new developments in science and 
technology make it possible for us to arrange for the 
production of some of these items or their substitutes 
in the socialist countries. For example, the progress 
made by chemists in the USSR and in the other 
socialist countries enables us to think in terms of 
undertaking in the next few years joint production of 
a high-quality synthetic rubber which will completely 
replace natural rubber and of synthetic fibres which 
will replace cotton. "71 

107. On the other hand, the cost of meeting needs 
for fuels and raw materials from production within 
the region to the maximum extent physically possible 
would be high. As has been indicated in section 6 and 
elsewhere, 72 the "Basic Principles " of co-operation 
within the CMEA also stress in general terms the 
intention to take advantage of opportunities of a 
beneficial wider international division of labour-with 
non-member countries as well as among themselves; 
and for most of the member countries (the Soviet 

" For an explanation of the main differences between the con
cepts of global output in the planned economies and of gross value 
added in the market economies see first footnote to paragraph 77. 

"P. 15 of English text. 
"Kommunist, No. 12, 1962, p. 21, and World Marxist Review, 

September 1962, p. 14. Quotation is from the latter official English 
text. 

" J:Ie h~s again stressed recently the import-saving role of the 
chemicals mdustry of the Soviet Union as well as the high priority to 
be given to increasing farm output, including output of raw materials 
of agricultural origin (Pravda, 10 December 1963). 

" See Chapter II, section 4, of " Implications for trade and 
development of developing countries of economic groupings of 
developed countries and/or preferential trading arrangements " 
~~~- . 

TABLE 31 

Recent and planned future rates of growth of global Industrial 
output in five eastern European countries and the Soviet Union 

Global industrial output 

Jtlet natlonal 
(material} 

income 

Country 

Bulgaria 
Eastern Germany 
Hungary .. 
Polan de 
Romania .. 
Soviet Union 

1961-1962 1961-1980 

Cumulative annual 
percentage 

rates of Increase 

13.9 9.8-10.3 
6.3 6.1a 
9.8 >8.5 
9.3 9 

15.2 ca. 12d 
9.4 9.6-9.8 

1980 1980 

Index number 
(1960 = 100) 

650-700 450-500 
b 

>500 400 
550 420 

ca. 600d 
626-645 490-510 

Source: Economic Survey of Europe in 1961, Chapter II, p. 49; SURVEY for 
1962, Chapter I, pp. 51, 57, 60; Economic Bulletin/or Europe Vol. 13 No.2 
p, 99. ' ' . 

a 1961-1970. The 1964-1970 Plan calls for a 6.9 per cent annual increase, 
and the 1963 Plan for 6.4 per cent. 

b Planned annual rate of growth of national income 1964-1970 is 4.4 per cent. 

c As noted in footnote 33 to para. 64, the targets for 1970 and, by implication, 
1980 are now under reconsideration. 

d Preliminary 1975 target. 

Union is an obvious exception) it is extremely impor
tant that something approaching the maximum poten
tial economic benefit from foreign trade should in fact 
be reaped. The future scale and pattern of net imports 
of fuels and raw materials into the region will depend 
largely on the relative weights given in practice to the 
two, partly contradictory, principles of maximum 
exploitation of CMEA resources and minimizing of 
cost~ by, inter a!~a. realization of all advantageous 
tradmg opportumbes. In the remainder of this section 
an attempt is made to assess the prospects for net 
imports into the CMEA area of various groups of fuels 
and raw materials on the basis of current national 
plans, and statements of national and CMEA policies. 
In most cases, a qualification can be added to the 
effect that if future political and economic conditions 
are propitious (including access to export markets 
suffi~ient to assure direct or indirect earnings of 
foreign cu~rency to pay for a very rapidly growing 
volume of Imports) the prospects for net imports into 
the area might be better than the current policy 
indications suggest. 

Fuels and power 
108. The eastern European countries and the Soviet 

Unio~ as a group are net exporters of fuels. The region 
had m 1961 a net export surplus of about 24 million 
tons of coal, from a production of just over 1000 mil
lion tons,73 annual output of crude petroleum (mainly 
in the Soviet Union and Romania) now amounts to 
some 210 million tons and the net export surplus in 
1961 was 17 million tons; natural gas and hydro-power 
production have been developed on a considerable 

"ECE, Quarterly Bulletin of Coal Statistics/or Europe, Vol. XII, 
No. 1, hard and brown coal added ton for ton. 
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scale in a number of countries; the linking of the 
electricity grids of the individual countries is now 
practically completed.74 

109. Both individual national plans and CMEA 
recommendations call for very large expansions of 
output in this sector in the future. In the Soviet Union, 
total fuel production (in terms of standard fuel 
equivalent of 7000 M cal.) is planned to be quad
rupled between 1960 and 1980, to reach a level of 
2772 million tons of standard fuel and hydro-electri
city generation is planned to increase to more than 
ten times the 1960 level, adding something over 200 
million tons of standard fuel to the above total. 75 

This would represent a per capita energy production 
of nearly 11 tons of standard fuel (some of it for 
export) against today's per capita consumption of 
nearly 10 tons in the United States (for all purposes 
including private motoring) and a projected United 
States consumption in 1980 of 11.7 tons per capita. 76 

The Bulgarian output targets are as follows : 
Unit 1960 1980 

target 

Coal. Million tons 17.2 80-85 
Crude petroleum Million tons 0.2 4 
Natural gas . Billion cub. m. 2 

In Hungary-planning to meet half its needs for 
energy by imports in 1980 against about a quarter 
today-output is planned to rise by only 20 to 30 per 
cent above the 1960 level. Targets are not yet available 
for other countries. 

llO. The member Governments of the CMEA are 
at present working on an energy balance for the area 
as a whole for the periods up to 1970 and 1980. A 
recent statement by the Chairman of the Council's 
Standing Coal Commission on the prospects for coal 
revealed that the target for 1980 is a doubling of the 
1960 CMEA output of hard and brown coal ; more 
than half the increment (as much as 82 per cent, 
according to a statement by a member of the CMEA 
secretariat to the ECE Coal Committee 77

) will be 
provided by lignite, for which deposits to depths as 
low as 750 feet will be exploited. According to the 
Commission Chairman, "We shall have to concentrate 
our efforts on increasing coal output wherever it is 
possible and to utilize all possibilities for cutting down 

" See in this volume "Implications for trade and development of 
developing countries of economic groupings of developed countries 
and/or preferential trading arrltngements", Chapter II, section 4. 

" All plan targets quoted in this section are taken, unless other
wise indicated, from the following United Nations sources: Soviet 
Union, Economic Survey of Europe in 1961, Part 1, Chapter II, 
section 6 (Sales No.: 62.II.E.1); Poland, ibid., p. 49; Bulgaria, 
Economic Survey of Europe in 1962, Part 1 (Sales No.: 63.II.E.1), 
Chapter I, pp. 50 to 56; Czechoslovakia and eastern Germany, 
ibid., pp. 56 to 61; Hungary, ibid., pp. 57 to 58; Romania, Economic 
Bulletin for Europe (Sales No.: 61.II.E.4), Vol. p, No. 2, pp. 98 
et seq. 

"See Landsberg, Fischman and Fisher, Resources in America's 
Future, Baltimore, 1963, p. 290. This projection is based on an 
assumed population increase between 1960 and 1980 from 180 
million to 245 million, and a rate of growth of gross national product 
between 3.1 and 4.8 per cent a year. For each individual product, 
high, medium and low projections have been established: every 
quotation in this section relates to the " medium " projection. 

"Coal/Working Paper No. 125. Similar data are given in Zycie 
Warszawy, 24 September 1963. 

coal consumption". 78 For other sources of energy, 
detailed CMEA-wide targets have not yet been stated. 
However, the major petroleum producer, the Soviet 
Union, envisages a rise of crude oil production under 
the Twenty-year Programme from 148 million tons in 
1960 (186 million in 1962) to some 700 million tons 
by 1980, and output elsewhere in the area (about 
25 million tons in 1962) is also expected to rise
though probably to no more than double the present 
level as known Romanian reserves are small. Natural 
gas production in the region is expanding rapidly, and 
most countries have indicated (in qualitative if not in 
quantitative terms) expectations of further large 
increases: the Soviet Twenty-year Programme calls 
for a rise from 47 billion cubic metres in 1960 (59 bil
lion already in 1961 out of a total of about 62 billion 
for the CMEA area) to some 700 billion by 1980. 
Hydro-power generation in the CMEA area can also 
be expected to increase substantially. 

111. The representative of the CMEA secretariat 
mentioned above stated that coal would provide 
60 per cent of total fuel and energy consumption in 
the CMEA area in 1980 against 82 per cent in 1960. 
This would appear to imply a rise in total energy con
sumption from rather under 1 billion tons of standard 
fuel equivalent in 1960 to about 2 Yz billion tons in 
1980, or to about 7 standard tons per capita.79 Thus 
in 1980 these economies would still be considerably 
less fuel-intensive than the United States. 

112. The current CMEA policy can be summarily 
stated as comprising maximum expansion of output 
of fuels and power within the area so as to meet the 
estimated growth of needs for the next twenty years 
and, as indicated by the Chairman of the Standing 
Coal Commission, economy in the use of fuel to avoid 
the need for imports from outside. The chances of the 
area becoming a net importer of fuel in the future 
seem remote so long as this policy and the basis for 
planning needs, for petroleum in particular, remain 
unchanged. In the latter context, the most important 
question relates to plans for increases in the number 
of passenger cars. At present, none of the Govern
ments of the area appears to envisage an increase in 
motoring to anything approaching today's United 
States leveP0 The per capita consumption of crude 
petroleum in the CMEA area implied by the 1980 
figures suggested above would be rather less than 
2 tons a year, compared with a projected 2.9 tons per 
capita in the United States, of which rather more than 
half would be for motor vehicles.81 If present plans 
for increases in the number of cars in the CMEA 

"Polish Facts and Figures, 19 October 1963. 
" Assuming that the planned doubling of CMEA coal output is 

a doubling in terms of calorific value. 
" On this point, the Soviet Twenty-year Programme is specific

within the over-all plan for a 1980 standard of living 75 per cent 
above the present United States average, provision is made for the 
establishment of a taxi and car-hire fleet of only 15 million vehicles 
(1 per 5 families) by 1980 [see United Nations Economic Survey of 
Europe in 1961, Chapter II, p. 57 (Sales No.: 62.II.E.1)]. 

11 Landsberg, Fischman and Fisher, op. cit. 
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countries should be revised upwards, more petroleum 
(or more coal to replace petroleum in other uses) 
would be required. Whether it could be provided by 
the Soviet Union would depend on the extent of that 
country's reserves, and on the relative priority given 
to accelerating their currently-planned rate of exploi
tation. On the basis of present policies, however, the 
chances of the CMEA area becoming a net importer 
of fuels and power in the foreseeable future seem 
slight. 

Iron ore, iron and steel 

113. The "Basic Principles of International Socia
list Division of Labour ", mentioned above, calls for 
" the maximum rate of growth of ferrous and non
ferrous metals output in the necessary assortment to 
satisfy growing demand " in the CMEA area. 8~ 

114. A study on Long-term Trends and Problems 
of the European Steel Industry prepared by the ECE 
secretariat with the help of the Commission's Steel 
Committee in 1959, estimated that eastern Europe 
and the Soviet Union would produce some 150 mil
lion tons of crude steel by 1972 to 1975 and would 
have an export surplus of some 4 Yz million tons. 
Since that study was undertaken, three countries have 
published targets for steel production calling for still 
larger increases ;83 but those for Czechoslovakia and 
Poland tend to confirm the ECE study's estimates for 
those countries. 84 

Crude steel production 
(In mlllioru of tons) 

1970 1980 
1960 1972-1975 National National 

Actual ECEstudy target target 

Soviet Union 65 117 145 250 
Bulgaria 0.25 1.5 4.5-5 
Czechoslovakia 6.8 13 12 
Poland 6.7 13 12.5 24 
Romania 1.8 3.2 7.5 

The ECE study's figures implied a per capita con
sumption of 364 kilogrammes a year for the eastern 
European countries in 1972 to 1975 and 482 kilo
grammes for the Soviet Union, against an estimated 
742 kilogrammes at the same date in North America.8

' 

The Soviet 1980 target shown above would 
represent production of about 900 kilogrammes per 
head; and, according to Mr. Khrushchev, the pre
liminary CMEA target for 1980 is 330 million tons 

" P. 17 of English text. 
"The representatives of the Soviet Union and Bulgaria had 

earlier expressed the view that the ECE estimates of their 1972 to 
1975 output were too low [see ECE, Long-term Trends and Problems 
of the European Steel Industry (United Nations publication, Sales 
No.: 60.II.E.3), Geneva, 1959, Chapter VI, Table 84, footnote b]. 

"Rude Pravo, 5 December 1962 and Gospodarka Planova No. 5, 
1963, p. 9. 

"Landsberg, Fischman and Fisher, op. cit., project a rather 
lower level of per capita consumption in 1980, assuming a greater 
substitution by alternative materials. 

(against 86 million tons in 1960),86 or about 850 kilo
grammes per capita for the whole area-an extra
ordinarily high figure unless large net exports are 
expected. 

115. There have been recently several indications 
that, in the Soviet Union at least, the current plans for 
steel production may be modified, so as to reduce the 
long-term targets and to rely to a greater extent than 
previously foreseen on alternative materials. However, 
it may reasonably be assumed that the CMEA coun
tries are not at present planning to be net importers 
of steel in general, though there may be some two-way 
trade with other countries in special types-which are, 
however, unlikely to be supplied by developing coun
tries in the near future. 

116. In connexion with steel-making materials, the 
ECE study mentioned above assumed, with the con
currence of the representatives of the countries con
cerned, that the eastern European countries and the 
Soviet Union as a group would be self-sufficient in pig
iron and in iron ore in 1972 to 1975. In the latter 
context, the study stated that "The USSR is and 
will continue to be eastern Europe's main supplier 
of iron ore, its immense resources being sufficient 
to meet the various deficits. It is therefore expected 
that the region as a whole will be self-sufficient in 
ores or will even have a slight surplus. "87 At the 
present time, the area as a whole is a small net 
importer of iron ore-to the extent of about 4 million 
tons in 1961. Even if steel production should in 
fact be raised above the levels suggested in the ECE 
study, there is little doubt that indigenous resources 
could supply virtually all ore requirements. Whether 
or not net imports increase will depend largely upon 
(a) the relative costs of marginal indigenous pro
duction and of imports and (b) whether or not the 
current policy of maximum exploitation of the region's 
ore resources is significantly modified so as to take 
advantage of the possibilities of importing should 
this in fact offer a cost advantage and should payments 
possibilities permit. 

......_ Non-ferrous metals 

117. Today the eastern European countries and 
the Soviet Union as a group are net importers of 
copper and net exporters of manganese ore, lead. 
zinc and aluminium: 

Manganese ore 
Copper 
Zinc. 
Lead 
Aluminium. 

Eastern Europe 
and the Soviet Union 

1961, thousand tons 

Exports Imports 

999 563 
61.7 218.0 

221.1 155.8 
122.6 117.6 
94.7 67.3 

" World Marxist Review, September 1962, p. 14. 
"Pp. 157-158. Production of iron ore in 1972 to 1975 was put at 

119.6 million tons Fe content (299 million tons crude weight). Since 
this study was written, Bulgarian plans for iron-ore production 
have been established providing for complete national self-sufficiency 
by 1980. 
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Great stress has been laid on maximum expansion of 
production of non-ferrous metals within the CMEA 
area, both in the recommendations of the Council and 
in the plans of individual countries, and a number of 
projects in this field have been financed by the joint 
efforts or two or more countries (Czechoslovak invest
ment in Polish copper production, etc.). As men
tioned above, Mr. Khrushchev has recently expressed 
the view that the CMEA area should become less 
dependent on imports of copper and nickel from out
side sources. A recent Soviet-Hungarian agreement 
negotiated under CMEA auspices provides for a very 
rapid rise of alumina production in Hungary-to 
supply 300,000 tons of exports to the Soviet Union by 
1980 against total exports of 144,000 tons (of which 
negligible quantities to the Soviet Union) in 1961.88 

Moreover, the plans for expansion in the chemicals 
branch mentioned below include very ambitious tar
gets for expansion of production of plastics, largely as 
substitutes for ferrous and non-ferrous metals. 

118. In the past, strategic controls on exports 
from some western sources and payments difficulties 
have stimulated production-of copper and alu
minium in particular-within the CMEA area. If 
access to external sources of supply and payments 
possibilities were assured, the current production and 
trade policies of the CMEA countries might change. 
This is a field where some expansion of imports might 
reasonably be expected, given favourable conditions ; 
but there are not yet published plan targets either for 
consumption or for production of these metals that 
would permit any guess at the scale of feasible import 
expansion. All that can be said is that the present 
plans for expansion of the global output of the metal
using industries, indicated below, must imply a rapid 
increase in consumption of non-ferrous metals, as 
well as of steel, even when allowance is made for a 
rising share of processing in global output. 

Planned increases in global output of the metal-using industries a 

(Cumulative annual percentage rates of growth) 

Bulgaria .... 
Czechoslovakia . 
Eastern Germany 
Hungary .. 
Romania .... 
Soviet Union .. 

ca. 
15 (1961-1980) 
8-10 (1964-1970) 
9% (1964-1970) 
9% (1961-1980) 

13 (1960-1975) 
12% (1961-1980) 

a Coverage varies somewhat from country to country. 

Chemicals 

119. The chemicals field is one in which any spe
culations about the possible expansion of imports into 
the CMEA area are bound to be particularly hazard
ous. Everywhere plans call for very rapid increases 
in global output of this branch-at annual rates dur
ing the years up to 1980 of around 20 per cent in 

" See the United Nations Economic Suney of Europe in 1962 
(Sales No.: 63.II.E.1), Chapter I, p. 16. 

Bulgaria and Romania, 15 per cent in the Soviet 
Union and 9 per cent (during 1964 to 1970) in eastern 
Germany. Considerable emphasis is everywhere placed 
on the expansion of output of basic chemicals and ferti
lizers as well as on the "newer" products-synthetic 
fibres, synthetic rubber, plastics, etc. This does not 
necessarily mean that imports of the type of chemical 
products-such as fertilizers-which developing coun
tries might readily supply will not expand ; but the 
tendency of official statements in a number of coun
tries is to emphasize the need to satisfy domestic 
demand from domestic production. The head of the 
Chemical and Oil Processing Industry Administration 
of the Soviet National Economic Council, for example, 
has recently stated that production of chemical ferti
lizers "will reach 35 million tons by 1965. The rate 
of increase will be speeded up every year and by the 
end of the present decade our fertilizer requirements 
will be fully satisfied." 89 The Twenty-year Pro
gramme similarly equates production and application 
of chemical fertilizer in 1980; the increases in produc
tion now called for are from 20 million tons (crude 
weight) in 1963 to 35 million in 1965, 80 million in 
1970 and 150 to 170 million tons by 1980.90 In Bul
garia, the planned tenfold expansion of fertilizer pro
duction from 1960 to 1980 is expected to ensure near 
self -sufficiency. 

120. There are probably few products in the che
micals group (phosphates are probably one) for which 
the CMEA area will inevitably be dependent on im
ports. Nevertheless-as for metal ores and non
ferrous metals-imports could expand greatly in 
favourable conditions. 

121. However, another-and at least equally im
portant aspect of the ambitious expansion plans for 
the chemicals industries is their role in reducing needs 
for other raw materials-especially metals, natural 
rubber and textile fibres. The prospects for the last 
two groups are reviewed below. The role of expanded 
production of plastics in reducing needs for metals
including, lead, copper and zinc-in the Soviet Union 
has recently been authoritatively emphasized; and the 
current 1980 target for production of plastics and syn
thetic resins is a sixtyfold increase over the 1960 
level. 91 In Poland, the perspective plan foresees a 1980 
production of 43 kilogrammes of plastics per head of 
the population against 2.05 kilogrammes in 1960 (and 
an average consumption of 9.0 kilogrammes per capita 
in the industrialized western European countries in 
1961).92 In Hungary production of synthetic materials 
other than fibres is planned to reach 11 per cent of 
the total output of the (greatly expanded) chemicals 
industry in 1980 against 2 per cent in 1960.93 

"N. Penkov, Moscow News, 30 November 1963. 
"Mr. Khrushchev, Pravda, 10 December 1963. 
"Moscow News, 30 November 1963. 
"Gospodarka Planowa, No. 10, 1963, p. 58 and OECD, L'ln

dustrle chimique 1961-1962, p. 101. 
"Kozgazdasagi Szemle, No. 9, 1963, pp. 1110-1119. 
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Natural rubber 

122. In value terms, natural rubber represents at 
present the most important single commodity in the 
imports of the centrally-planned economies from 
developing countries. In 1961, net imports into the 
CMEA area amounted to 492,000 tons, or over 20 
per cent of world imports. 94 They have developed 
extremely rapidly in recent years, resulting in a nearly 
sevenfold increase since 1955; but natural rubber is, 
nevertheless, the raw ~aterial for which virtually 
complete substitution -ny synthetic products would 
seem most likely to be achieved within the period 
1970 to 1980, if present plans for installation of 
capacity for synthetic production are fulfilled. 

123. Current total consumption of rubber of all 
kinds is difficult to gauge because of the lack of 
information on present production of synthetic rubber 
in the Soviet Union. On the basis of an estimate of 
rubber trade experts,9~ the latter may have amounted 
to some 365,000 tons in 1961 and apparent avail
abilities of synthetic and natural rubber in the CMEA 
region as a whole would then have been in the 
neighbourhood of 1 million tons, of which the natural 
product would have accounted for about 50 per cent. 

124. In the eastern European countries, synthetic 
rubber production is at present of significant import
ance in Czechoslovakia, eastern Germany and Poland 
(about 90.000 and 31,000 tons in the last two countries, 
respectively, in 1961); and all countries in the region 
are importing some synthetic rubber. The share of 
synthetic rubber in total consumption yaries co~
siderably from country to country: m 1961 It 
amounted to about 66 per cent in eastern Germany ; 
it may be estimated at about 60 per cent in the Soviet 
Union on the basis of the above assumption about 
production ; in Bulgaria, Hungary and Romania as a 
group it is probably around 40 per cent; in Czecho
slovakia, where natural rubber consumption clearly 
predominated in 1961, it was as low as 25 per cent. 
However, imports of natural rubber in Czechoslovakia 
fell from 66,000 tons in 1961 to 27,000 tons in 1962; 
and, the Kralupy synthetic rubber plant having come 
into operation, it is expected that synthetic will 
gradually replace more of the natural imports. The 
Kralupy plant is expected to contribute one-third of 
total rubber consumption already in 1964. 

125. Long-term plan targets for synthetic rubber 
production in quantitative terms have so far been 
announced only for Bulgaria, where it will expand 
from a negligible quantity in 1960 to about 120,000 
tons in 1980; but in other countries also a rapid 
expansion of capacity is intended. In the Soviet Union 
it has been suggested that the share of synthetic rubber 
in total consumption may reach 95 to 96 per cent 

.. See Appendix Table IV. Applying the average unit values of 
world exports in 1959 to 1961 of $645 per ton [see United Nations 
Commodity Survey (Sales No.: 63.ll.D.3) 1962, p. 53] the value of 
these imports can be estimated at $320 million. 

•• Economist Intelligence Unit, Rubber Trends, December 1961, 
p. 16. . 

towards 1980,96 and the Chairman of the State Plan
ning Commission has recently stated that "in pro
duction of synthetic rubber, priority will be given to 
polyisoprene and polyvinyl rubber, which replace 
natural rubber. Production capacity will be increased 
so as to make it possible in the next five years almost 
entirely to eliminate the utilization of· natural rub
ber." 97 In Hungary, the intention would seem to be 
to increase the share of synthetic rubber two-and-a
half times up to 1980 (36 per cent in 1960), which 
would imply a 1980 pattern of consum~tion ~ery 
similar to that earlier estimated for the Soviet U mon. 
As already mentioned, Mr. Khrushchev has expressed 
the view that the CMEA countries as a group should 
reduce their dependence on imports of natural rubber. 

126. Since future total consumption plans have 
not been published, it is difficult to assess the likely 
future trend of imports of natural rubber-either on 
the assumption that present plans for raisin~ the share 
of synthetic in total consumption are earned out or 
on the assumption that they are modified so as to 
continue to rely on natural rubber in those uses for 
which synthetic is more costly. Among the CMEA 
countries, per capita consumption of all rubber seems 
at present to be highest in Czechoslovakia-6.5 kilo
grammes in 1961 against 9 to 10 kilogrammes in the 
United States. If per capita consumption for the whole 
region should rise to the latter level by 1980 (the 
Bulgarian target implies a synthetic production · of 
rrearly 13 kilogrammes per capita in that country) 
this would represent a level equivalent to that pro
jected for the United States if projected tyre con
sumption in that country in 1980 were reduced by 
half. 98 If synthetic production were in fact to reach 
more than 90 per cent of the total, the current net 
imports into the CMEA countries of 492,000 tons a 
year of natural rubber would be reduced : if the 
proportion of natural rubber in total consumption 
were to be similar to that projected for the United 
States in 1980 (about 12Y2 per cent), the current 
volume of imports would be just about maintained. 

Textile fibres 

127. Although the CMEA region is at present a 
net importer of natural textile fibres. only part of these 
imports come from developing countries. Net imports 
from all sources into the region as a whole in 1959-
1961 amounted to 277,000 tons of cotton, 105,000 
tons of (clean) wool and 71,000 tons of jute. They 
represented about 15 per cent of total CMEA 
availabilities of cotton and some 29 per cent of wool. 
When assessing the future prospects for net imports of 
these products into the region, it is necessary to take 
into account the competition which is likely to arise 
not only from the planned increases in output of 
man-made fibres but also, at least for the two main 

•• Voprosy Ekonomiki, No. 6, 1962, p. 22. 
•• Statement on the 1964-1965 plan, Izvestia, 17 December 1963. 
" Landsberg, Fischman and Fisher, op. cit., p. 957. 
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TABLE 32 

Planned production of main textile fibres in the Soviet Union and projected consumption in the United States 

Planned Domestic consumption 
Soviet in the United Stales0 

praduction Projected 
1960 Actual 1962 Actual 1965 Plo11 1970 Plan 1980 Plan In 1980 1960 1980 

(Thousand tons) ( Kifogrommes 

Cotton (unginned) 4 300 4300 5 700-6100 
Cotton (ginned)b ca. 1430 ca. 1430 ca. 2000 
Wool (greasy) 357 371 548 
Wool (clean)c ca. 214 ca. 223 ca. 330 
Flax 425 432 
Man-made fibres 211 277 

Sources: National statistics; Soviet plan documents; Landsberg, Fischman 
and Fisher, op. cit., p. 601. 

NoTE.-Total man-made fibres are planned to constitute 38.5 per cent of 
total textile fibre output in 1980 as against 12.5 per cent in 1962 (Izvestia, 
10 December 1963). 

commodities (cotton and wool), from the expansion 
of agricultural production. As mentioned above, Mr. 
Khrushchev has expressed the view that cotton imports 
into the CMEA area could be eliminated. The im
portance of reducing cotton imports has been stressed 
in other CMEA countries also. 99 

128. Cotton production is today confined almost 
entirely to the Soviet Union, where it has recently 
risen. It is now grown almost entirely on irrigated 
land and yields are amongst the highest in the world 
-an average for the country of about 20 quintals 
per hectare, which it is hoped to raise to 25 quintals. 
The area under cotton is being extended, and the 
1965 target of 2.4 million hectares was reached already 
in 1963. Further large irrigation projects are to be 
brought into operation (amongst others in the Hungry 
Steppe of Central Asia) although attention has been 
drawn to the heavy costs of new irrigation and land 
melioration in these areas. Under the Twenty-year 
Programme, annual raw cotton production should 
increase from the present 4.3 million tons to 8 miilion 
in 1970 and 10 to 11 million tons in 1980. 

129. Since 1955, Soviet imports of cotton have 
risen considerably; but they have levelled off in recent 
years and the country remains a large net exporter, 
with deliveries mainly going to the eastern European 
countries. In the near future, imports of cotton into 
the Soviet Union seem unlikely to expand: the trade 
agreement with the United Arab Republic, for 
instance, foresees imports of 80,000 to 85,000 tons in 
1965, well below the 1960 figure of lll,OOO tons and, 
indeed, below that of any year since 1957 with the 
single exception of 1962 (68,000 tons).100 Should the 
current long-term plan for cotton production in the 
Soviet Union be fulfilled, it seems possible to reckon 
with an export surplus of at least some 500,000 tons 

.. " The development of output of artificial materials and fibres 
could ease our foreign trade problem. If we invest about Kl!s 1.3 
billion in the production of synthetic fibres, we can obtain about 
40,000 tons of high quality fibres and thus save about Kl!s 3S0-400 
million of annual fibre imports." (Rude Prava, 4 September 1963.) 

... Vneshnoya Targavlya, 1963, No. 2, p. 41. 

666 

8000 10 000. 11 000 
ca. 2 700 ca. 3 500 12.8 10.0 10.4 

800 1 045 -1 155 
ca.480 ca. 660 2.4 1.5 1.0 

1 350 3100-3 300 11.7 4.0 6.7 

" Fibre content of total (including industrial) textiles consumption. 

b Calculated as one-third of unginned. 
c Calculated as 60 per cent of greasy. 

(ginned cotton) in 1980 even with a domestic con
sumption level comparable to that projected for the 
United States (see Table 32). Nevertheless, the Soviet 
Union will probably continue to import some long
staple cotton. 

/ 

130. Few other countries in the CMEA region 
have cotton-growing experience. Production has been 
expanding in Albania. In Romania, production 
reached a peak of 89,000 tons in 1953, but has now 
been almost entirely abandoned ; in Bulgaria, where 
output has reached 50,000 tons in some years, cotton 
production is also on the decline, and these two 
countries do not seem to be planning to expand ' 
production in the long term. The eastern European 
countries will thus remain dependent on foreign 
supplies, but the size of their purchases from develop
ing countries will probably be closely related to that 
of surplus availabilities in the Soviet Union, as well 
as to the share of substitute man-made fibres in total 
fibre utilization. However, some market for imports 
of long-staple cotton into these countries may be 
expected to continue. 

131. As in the case of cotton, the Soviet Union 
is the main producer of raw wool within the region; 
it is also the main supplier to other eastern European 
countries but remains itself a small net importer. The 
Soviet sheep population is, however, planned to in
crease to some 270 millions in 1980 compared with 170 
millions at the end of 1962, and raw wool production 
to rise from 371,000 tons to l.l million tons in the 
same period. Emphasis is put on fine and semi-fine 
wools, which are at present mainly imported from 
Oceania and South America and imports are therefore 
likely to decrease; but some gross imports will prob
ably continue and a small market may remain for 
coarse wools from developing countries also. 

132. In the other eastern European countries long
term targets for domestic wool production have been 
published only in Bulgaria, where sheep numbers are 
planned to reach 11 million in 1980 with wool output 
rising to 35,700 tons compared with 21,000 tons in 
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1960. The current Six-year Plan in Romania foresees 
an output of 37,000 tons in 1965 (an increase of 70 
per cent over that of 1960). In eastern Germany, 
Czechoslovakia and Poland import requirements are 
likely to increase somewhat; finer qualities may have 
to be procured from outside the region, but the Soviet 
Union will probably be able to continue to supply 
other qualities. On the whole, the tendency towards 
self-sufficiency within the CMEA region would seem 
to be rather strong. 

133. Imports of jute, which amounted to 68,900 
tons for the region as a whole in 1961, have increased 
somewhat in recent years, especially into the eastern 
European countries. Possibilities for some expansion 
of domestic production of jute and kenaf in the Soviet 
Union at the expense of rice cultivation would seem 
to exist,101 but the recent silence on all earlier projects 
may imply that it has now been decided to continue 
to rely on foreign supplies. If the agricultural produc
tion targets are attained, needs for jute sacks (or 
substitutes for them) will certainly expand tremen
dously. However, competition from substitutes may 
become strong for jute, as for other fibres, since 
replacement possibilities are great. 

134. In all the countries of the CMEA region 
ambitious plans for expanding production of artificial 
fibres have been announced. According to data pro
vided by a Soviet source 102 the actual shares in 1960 
and the planned shares in 1980 of synthetic materials 
in total fibre availabilities in the various countries are 
as follows: 

Man-made fibres as percentage or total 
1960 1980 

Actual Pla1111.ed 

Bulgaria 9 25 
Czechoslovakia . 20 51 
Eastern Germany 44 52 
Hungary . 22 47-50 
Poland. 29 54 
Romania. 25 40 
Soviet Union 9 31-35 

135. In the Soviet Union, output of man-made 
fibres is planned to increase at an average annual rate 
of 14.4 to 14.7 per cent in the period up to 1980 and 
to reach a total of 3.1 to 3.3 million tons; this, 
according to a recent statement, would represent 38Yz 
per cent of total fibre consumption already by 1970 103 

(see also Table 32). Mr. Khrushchev has said that this 
will permit substitution of synthetic for natural fibres, 
not only in uses for apparel and similar purposes but 
also in industrial uses, and especially in the manufac-

101 See United Nations Economic Survey of Europe in 1960 
(Sales No.: 6l.II.E.l), Chapter V, p. 15. 

101 Planovoe Khozyaistvo, No. 8, 1962, p. 65. The Bulgarian 
national plan figure for 1980 is 40 per cent. 

"'Mr. Khrushchev, Izvestia, 10 December 1963. Man-made 
fibres constitute at present about 30 per cent oftotakonsumption in 
apparel, household and industrial uses in the United Kingdom 
and in the United States (see Commonwealth Economic Committee, 
Industrial Fibres, London 1963, p. 21). According to the 1980 projec
tions already cited for the United States, they would then constitute 
rather more than one-third in terms of weight (and 51 per cent of the 
total in terms of cotton equivalent) in that country. 

ture of tyres, conveyor belts and other rubber-technical 
products, fishing nets and cables.104 

136. In Bulgaria artificial fibre production is 
planned to reach 120,000 tons by 1980 or more than 
12 kilogrammes per capita. In eastern Germany, where 
production of artificial fibres is already well advanced, 
yearly expansion rates for synthetic fibres, partly to 
replace rayon, are very high. In Hungary per capita 
consumption of synthetic fibres has nearly doubled in 
the last two years. The Seven-year Plan in Czecho
slovakia (possibly now revised) indicated that synthetic 
fibres would considerably increase the proportion of 
home-produced materials used by the textiles indus
try; this intention has since been confirmed.105 

137. Apparent per capita consumption of the main 
textile fibres in 1959, as calculated by the Food and 
Agriculture Organization for the various countries, is 
indicated in Table 33. The effects of raising per capita 
consumption throughout the region to either the 1960 
or the projected 1980 levels and pattern of the United 
States are shown in Table 34. The total fibre con
sumption implied by the figure in the last column of 
Table 34 for the Soviet Union is approximately in 
line with the percentage increase in per capita con
sumption of fabrics called for by the current plans 
[see Table 35, columns (5) and (8)], the percentage 
increases on a per capita basis being 112 per cent and 
150 per cent, respectively.106 

138. It may be noted that the figures in the last 
column of Table 34 for the Soviet Union, in conjunc
tion with the production targets in Table 32, would 
imply either net exports in 1980 from that country of 
some 500,000 tons of cotton, 400,000 tons of wool 
and 1.4 million tons of synthetic fibres-a total exceed
ing even the potential fibre consumption of the eastern 
European countries as a group at projected United 
States 1980 per capita levels-or an equivalent export 
surplus of textile fabrics. 107 Thus, the long-term pros
pects for net imports of textile fibres into the CMEA 
area seem extremely poor unless current production 
plans should be drastically reduced. Nevertheless, as 
mentioned above, gross imports of long-staple cotton 
and some types of wool can probably be expected to 
continue. 

Raw hides 

139. Imports of raw hides into the CMEA area 
appear to have increased in recent years, but statistical 
difficulties prevent a proper assessment of their 

"'Izvestia, lO December 1963. 
"'Rude Provo, 5 December 1962 and footnote to paragraph 127 

above. 
... According to Mr. Khrushchev (Izvestia, 10 December 1963) 

the plans are based on an assumption of a much lower weight to 
fabric ratio for artificial fibres than for cotton-I : 2-4. 

10' It seems possible that the Soviet Union is planning to be a net 
exporter of fabrics, since the 1980 target for production (20 to 22 
billion square metres) implies a per capita output of 73 to 80 square 
metres against the 65 square metres for consumption shown in 
Table 35). However, it may be that even the higher of these last two 
figures merely represents total domestic consumption for all pur
poses, including an apparel consumption above the " rational norm ,. 
shown in the table. 
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TABLE 33 

Apparent consumption (inc:luding net imports or minus net exports) of textiles (in terms of fibre equivalent) 
in the Soviet Union, eastern European countries and the United States in 1959 and 1980 projections for the United Statesa 

(In kilogrammes per capitab) 

SoYiet Czecho· 
Union Bulgaria slovakia 

Total . 8.5 9.9 10.1 
of which : Cotton . 6.2 6.4 5.8 

Wool 1.0 1.6 0.7 
Rayon . 1.2 1.9 3.4 
Synthetic fibres O.Q7 0.15 

Source: FAO, Monthly Bulletin of Agricultural Economics and Statistics, 
Vol. II, January 1962. 

a The fibres covered are cotton, wool and man-made fibres (cellulose and 
synthetic). The computation consists of taking industrial consumption or 
production of individual fibres for each country and adjusting for trade 

importance. Net Soviet imports in 1962 amounted to 
some $43 million. Existing plans for consumption 
and production of leather footwear indicate that de
mand for raw hides will increase, and import needs 
may grow; but it is difficult to evaluate the extent of 
likely substitution by domestic supplies from expand
ing livestock herds and production of synthetic leather. 
Mr. Khrushchev has stated that 62 per cent of all 
footwear produced in the Soviet Union already has 
soles of synthetic leather, and that "the rapid develop
ment of synthetic leather production will make it 
possible to increase output to 650 million pairs in 
1970 or 41 per cent more than in 1963 ".108 

Timber 
140. The CMEA area is at present a net exporter 

of timber, and is likely to remain at least self-sufficient 
in terms of over-all production and consumption. 
However, with rising living standards a demand for 
special semi-luxury imports-of tropical hardwoods 
for example-might develop. Eastern Germany is 
already directly importing timber from Africa as 
material for its expanding exports of furniture and 
musical instruments.109 

9. TRADE IN EQUIPMENT AND CONSUMERS' 

MANUFACTURES 

141. Imports of manufactures (other than metals 
and chemicals, discussed in the preceding section) in
to the centrally-planned economies from developing 
countries are today negligible. This reflects both the 
inability of most developing countries to supply such 
exports, other than textile and handicraft products 
(India and Hong Kong are the two major exceptions), 
and the low priority so far assigned by the CMEA 
Governments to imports from outside sources of 
manufactured goods other than equipment. 

142. As is indicated in section 10, the current 
Soviet trade agreement with India envisages imports 
from that country up to 1968 which include footwear, 

110 Izvestia, 10 December 1963. 
'"Die Wirtschaft, 7 October 1963. 

United States 

Eastern Projected 
Germany Hungary Poland Romania 1959 1960C 1980C 

14.0 6.1 7.0 4.9 15.5 15.5 18.1 
6.1 3.4 3.6 2.9 10.2 10.0 10.4 
0.3 0.7 0.6 0.7 1.1 1.5 1.0 
7.2 1.9 2.6 1.3 2.8 2.5 1.7 
0.42 0.08 0.23 O.Q3 1.38 1.5 5.0 

balances in the main fibre products, yams, tiasues, etc. The resultant net avail· 
abilities, representing estimates of ultimate consumption, are then given some 
degree of comparability by dividing by population. 

b Product weight: raw cotton, wool~lean basis. 

c Landsberg, Fischman and Fisher, op. cit., p. 601. 

light and medium engineering products, chemical 
products, plastic products and jute goods; provisions 
for imports of cotton yarns and fabrics are included 
in the current trade agreement with the United Arab 
Republic and for imports of footwear in that with 
Tunisia; the current agreement with Brazil envisages 
imports of some consumers' goods, including musical 
instruments, printed matter and films. The current 
trade agreements of the eastern European countries 
with developing countries similarly envisage imports 
of the simpler manufactures in a number of cases
engineering products, sports goods, and leather goods 
into Romania from India; cables and paper for 
cigarette manufacture into Bulgaria from the United 
Arab Republic ; cotton manufactures and footwear 
into all countries of the region. The quantities envis
aged in the near future seem, in most cases, to be 
growing, though still relatively small. 

TABLE 34 

Actual and projected total consumptiona of textile fibres 
in the Soviet Union and in eastern Europe, 1959 and 1980 

(In thousands of tons) 

Soviet Union 
Total .. 

of which : Cotton 
Wool 
Rayon 
Synthetic 

Eastern European countries 
Total ...... 

of which : Cotton 
Wool 
Rayon 
Synthetic 

1980 based on per capita 
United States level of 

1959 1980 
actual 1960 projectioJJ 

1 786 4247 4950 
1311 2 740 2 850 

221 411 274 
241 685 466 

14 411 1 370 

828 1 736 2 027 
435 1120 1165 

67 168 112 
308 280 190 

18 168 560 

Sources : Table 33 and population data in table 24. 
a Fibre content of total consumption in all forms. 
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TABLE 35 

Soviet "rational norms" for consumption of textile fabrics for apparel and of leatber footwear, and Soviet 
and Bulgarian consumption plans for 1970 and 1980 

(Per capita, in square metres for fabrics, pieces /or knitted goods and pairs for .footwear) 

Rational norms 

Climatic zones 

Cold Temperate Hot 

( 1) (2) (3) 

All fabrics 57.6 56.5 62.3 
of which : Cottonb 38.0 36.1 40.4 

WooJb 6.9 5.1 3.5 
SiJkb 9.6 10.5 10.5 
Linen° 3.1 4.9 7.8 

Knitted garments 8.2 8.2 8.5 
Leather footwear . 3.0 3.4 3.4 

Sources: National statistics and plans; Sovetskaya torgovlya, No. ll, 1961, 
p. 16; Planovoe khozyaistvo, No. II, 1961, pp. 40 and 44. 

a It is unclear whether or not the difference between this figure and the 
" rational norm " in column 4 represents industrial consumption (see also text 
and footnote to paragraph t 38). 

143. Most of the CMEA countries appear to en
visage a growing total trade in consumers' manufac
tures-both imports and exports-in the future. The 
Bulgarian Twenty-year Plaq foresees a rise in imports 
of consumers' manufactures from ali sources to nearly 
eight times the 1960 level by 1980 (and a quintupling 
of exports of such goods, which would still leave 
Bulgaria with an export surplus in this group).110 In 
Czechoslovakia it has been stated that " It will be 
necessary graduaily to reorganize and modernize pro
ductive capacities in consumer-goods industries, es
pecially those working for export. The necessity to 
increase exports of consumers' goods springs from the 
need to increase imports of such goods which
because of the balance-of-payments situation-have 
been kept unnaturaily low. This has had unfavourable 
consequences both for the consumer-goods industries 
-which, in order to meet increasing home demand, 
have had to widen their production range in disregard 
of economies of scale-and for the consumer him
self.111 The Hungarian Government certainly envisages 
the development of a large and highly specialized 
trade in both directions in consumers' manufactures, 
with a large export surplus, the exports consisting 
mainly of pharmaceuticals, electrical goods and pro
cessed foodstuffs. The eastern German authorities also 
foresee an increasing specialization of production and 
the development of a large two-way trade in con
sumers' manufactures. 

144. It is impossible to predict how high a pro
portion or total value of the future gross imports of 
consumers' manufactures into the eastern European 
countries and the Soviet Union might come from 
developing countries. The Governments of the centrally-

"' United Nations Economic Survey of Europe in 1962 (Sales 
No.: 63.II.E.l), Chapter I, p. 56. . 

"'Planovane Hospodarst1•i, No. 12, 1962, p. 51. 

Soviet Union Bulgaria 
----~~---

Consumption 
~-----

Average Actual Plan Plan Actual Plan for the 1960 1962 1960 1980 1960 1980 
country 

(4) (S) (6) (7) (8) (9) (10) 

58.0 26.1 29.8 47.5 65.2a 
37.4 19.2 22.0 31.3 40.4 14.8 38.0 

5.1 2.2 2.1 4.0 6.0 2.7 4.7 
10.3 3.4 3.5 9.0 10.8 0.9 6.7 
5.2 1.3 2.2 2.5 5.9 
8.25 2.9 2.9< 7.3 9.6 4.7 12.0 
3.3 1.8 2.0 3.5 

b Including syntheti~s and mixtures. 
c 1961. 

3.6 1.5 4.3 

planned economies have a complete control over 
the level and composition (both by commodity and by 
source of supply) of imports into their countries, 
subject to the limits set by the degree and terms of 
access to the various export markets for their pro
ducts and the resulting value of exports they are able 
and willing to sell. They are not subject to the same 
pressures from industrial and trades union organiza
tions for protection against competing imports as the 
Governments of the industrialized market economies 
often have to face. They have very considerable
though by no means absolute-power to determine the 
composition of total personal consumption within their 
countries. Moreover, the average income levels in 
these countries are such that relatively large increases 
in per capita consumption of even such consumers' 
goods as textile fabrics, clothing, footwear, and other 
leather goods can be (and according to the plans are) 
expected as incomes rise. To plan to import relatively 
large quantities of such goods from developing coun
tries would involve, in the medium to long term, 
refraining from expanding capacity and employment 
in equivalent branches of domestic industry rather 
than the more difficult decision to withdraw--or 
refrain from replacing-capacity already in opera
tion.112 Thus, the Governments of the centrally
planned economies, individually or as a group, are in 
an excellent position to develop such trade should 
they and the Governments of the developing countries 
so desire. 

145. Few developing countries are yet in a position 
to export the more complicated metal-made consumers' 

111 This is probably true of the long term in most, if not all, of 
these countries even though today some under-utilization of capacity 
in the textiles and clothing industries, as a result of difficulty in 
matching output to the pattern of consumers' demand, is a common 
phenomenon throughout the CMEA area. 
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manufactures (such as passenger cars, cameras, 
and other consumers' durable goods). Engineering 
capacity has been developed very rapidly in the 
centrally-planned economies and, as indicated in the 
preceding section, the current plans call for continu
ing rapid expansion in the future. However, there 
seems to be no obvious reason why, in favourable 
conditions, the CMEA countries should not provide 
a growing market for some consumers' durable goods 
from developing countries as the latter group's export 
potential develops. 

146. In the equipment field, the situation is rather 
different. The eastern European countries and the 
Soviet Union have built up engineering capacity to 
produce all types of equipment, and in 1961 their 
total exports (including intra-trade) amounted to 
$3,740 million and the net export surplus of the region 
to $250 million. Their exports of equipment to de
veloping countries amounted to $520 million. As was 
shown in the preceding section, their current plan 
targets for periods up to 1970 and 1980 call for 
annual increases .in engineering output ranging from 
9 per cent to 15 per cent. Exports of equipment t<?day 
represent about 23 per cent of output of such goods 
in Czechoslovakia and about 50 per cent in Hun
gary.m For the region as a whole, the net export 
surplus seems bound to rise rapidly if current pro
duction plans remain unchanged, even if it is assumed 
that the shares in national income of domestic invest
ment in machinery and equipment remain as high as 
they are today. 

147. It is clear that for some years to come, the 
most likely pattern of growth of trade between the 
CMEA area and developing countries will be consti
tuted by exports of equipment from the former in 
payment for imports of raw materials and, increas
ingly, tropical foodstuffs and manufactured consumers' 
goods. However, even in the equipment field some 
division of labour with developing countries might 
later become possible, though this is one in which it 
is particularly difficult for a new supplier to break 
into a long-established line of trade; problems inevit
ably arise of supplying equipment complementary to 
that of a different origin already installed, of supplying 
spare parts, of persuading technicians and managers 
that the new equipment is as suitable as that to which. 
they are accustomed, etc. But in the long run, as 
completely new types of equipment are invented and 
brought into use, there seems to be little reason why 
the present developing countries should not export 
some of their output to CMEA countries if both 
partners see advantage in such exchanges. 

148. Nevertheless, the main significance of trade 
in equipment between these two groups of countries 
for many years to come is likely to be the opportunity 
offered by the existence of very comprehensive en
gineering capacities in the CMEA countries for the 
authorities of these countries to plan to devote some 

' 10 See Czechoslovak Foreign Trade, No. 9, 1963, p. 31 and the 
United Nations Economic Bulletin for Europe, Vol. 15, No. I, 
section 6. 

of this capacity to satisfying growing consumers' 
demand for tropical foodstuffs and other consumers' 
goods, by exporting increasing quantities of equip
ment to developing countries in payment for such 
products. The conditions likely to be necessary for
or helpful to-a rapid expansion of trade on these lines 
are discussed in the final section of this paper. 

10. THE IMMEDIATE PROSPECTS AS INDICATED BY 
CURRENT TRADE AND CREDIT AGREEMENTS 

The trade pattern 

149. Published data on current trade agreements 
between the eastern European countries and the 
Soviet Union, on the one hand, and the developing 
countries, on the other, are rather sparse. The current 
agreements noted by the secretariat from Press 
announcements, or communicated by the countries 
concerned, now cover a considerable number of 
developing countries as trade partners of most of the 
centrally-planned economies-for example, Czecho
slovakia has such agreements with 24 countries, 
eastern Germany with 19 countries.114 However, these 
totals include some agreements under which trade is 
now negotiated year by year without any--or at least 
any published-framework of agreed estimates of 
likely longer-term exchanges. 

150. Those agreements on which the secretariat 
has details of the estimated growth of trade over a 
period of years into the future are relatively few. They 
generally envisage rapid increases in total exchanges, 
the bulk of the envisaged imports into the CMEA 
country consisting of the traditional products of the 
partner developing country (with a strong emphasis 
on raw materials), and the bulk of the envisaged 
exports to the developing country consisting of equip
ment. However, the Czechoslovak and eastern German 
agreements, in particular, include provision for exports 
of a variety of consumers' goods (including processed 
foods and beverages) and some chemical products 
from the CMEA partner. On the side of projected 
imports into the CMEA partner, the relative impor
tance of the foreseen trade in tropical foodstuffs is 
tending to increase, as is that in some consumers' 
manufactures, and a smaU trade in tropical timber 
seems now to be developing. 

151. The projected exports of consumers' goods 
from the developing countries to their CMEA trade 
partners include most frequently processed foodstuffs 
and the simpler non-food goods (textile yarns and 
fabrics and footwear in particular). The Soviet trade 
agreement with India foresees Soviet purchases of light 
and medium engineering products, chemicals and 
manufactured plastics. Romania also is planning to 
import engineering products, sports goods, leather 
goods and handicraft products from India. Bulgaria 
foresees imports of cables and paper for cigarette 

... Direct communication of the Czechoslovak and east German 
authorities. 
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TABLE 36 
Selected long-term trade agreements of tbe Soviet Union witb developing countries 

Partner country Period covered 
Trade turnover 

(I millions) 

1962 1963 1965 1966 

Ct~mmodities kJ b<1 imported by Soviet tfnion 

India . . . 1964-1968 196 250 460 500 Traditional exports of India; 
6-10 million pairs of shoes against 3 million now; semi-light and medium 
engineering goods, chemical products and plastic goods; jute goods. 

United Arab 1960 1963-1965 average 1963 1964 1965 

Republic . 1963-1965 83 166 Cotton fibre (thousand tons) 75 75-80 80-85 
Cotton yam 3 4 5 
Cotton fabrics (million metres) 2 3 5 
Rice . (thousand tons) 60 70 80 
Citrus fruit 3 3.5 4 
Bananas (£ fj()()) 200 300 400 

1962 1963 1964 

Tunisia 1962-1964 Dried fruit (thousand dinars) 25 25 30 
Citrus fruit (thousand tons) 4 5 6 
Almonds . 0.25 0.3 0.4 
Olive oil 4 5 6 
Olives .. (thousand dinars) 5 5 10 
Tinned fruit juices . 25 30 3.5 
Raw skins (thousand units) 150 200 250 
Footwear (thousand dinars) 6.5 90 100 
Wool (tons) 200 2.50 250 
Also unspecified amounts of plastic products, knitted wear and handicraft 

goods. 

1961 1964 J.961 1963 1964 

Sudan . 1962-1964 20 40 Cotton . (thousand tons) 13.5 14-15 15 
Oilseeds 3 5 5 
Raw skins 200 300 300 
Dates (tons) 500 7.50 1 000 
Glue. •(£000) 5 7 10 

Indonesia . . . 1963-196.5 Rubber, tin, sisal, copra, goat skins, palm oil, co!fec, etc. 

1964 196:; 1966 

Brazil . . . . . 1963-1967 160 200 22.5 Coffee, cotton, rice, oranges, hides, cocoa, tobacco, sisal, vegetable oil, 
groundnuts, jute; some consumers' goods, including musical instruments, 
printed matter, films and fruit juices. 

Afghanistan 1962-1966 Foodstuffs. 

Ghana. 1961-1965 Foodstuffs, cotton, rubber, timber. 

Guinea 1961-1965 

Sources: Communications from secretariats of ECA, ECAFE and ECLA; Vneshnaya torgovlya, Nos. 1 and IQ, 1962 and 3,7 and 10, 1963; Soviet News, 
26 June 1962; Comtel-Reuter, East-West Trade News, 20 June 1963. 

manufacture from the United Arab Republic. All 
CMEA countries appear to be planning to take some 
textile yarns and fabrics and footwear from their 
trade partners. 

152. Examples of the development of trade fore
seen in current Soviet agreements . with developing 
countries are shown in Table 36. The agreement with 
India foresees, as a minimum, a doubling (according 
to Vneshnya Torgovlya) or a trebling (according to the 
Indian Minister of Foreign Trade) of mutual ex
changes between 1962 and 1968; a similar increase is 

expected in an even shorter period (1963 to 1965) in 
trade with the United Arab Republic; exchanges with 
Brazil are expected to be more than trebled between 
1962 and 1965. Considerable increases are clearly 
expected also in trade with the other partner countries 
shown in the table. Other CMEA countries' agree
ments with developing countries similarly envisage 
increases in turnover-the Bulgaria-Brazil agreement, 
for example, foresees a rise in turnover from $16 
million in 1961 to $50 million in 1965. 

153. In some cases, the increases in imports from 
developing countries foreseen in the trade agreements 
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do not represent an exactly equivalent contribution by 
the CMEA countries to the enlargement of the world 
market for the products concerned. It has recently 
been emphasized in eastern Germany, for example, 
that a switching of purchases from the international 
commodity markets to direct trade with the producing 
countries balanced by east German exports to them 
is desirable as a means of releasing east German 
hard-currency earnings for purchases of equipment 
and materials in the industrialized market econom
ies.115 In Poland, where indirect trade in 1961 is esti· 
mated to have represented some 19 per cent of total 
imports originating in developing countries, 116 a similar 
tendency exists. Nevertheless the general impression 
remains of a planned rapid expansion of the market 
in the CMEA countries for imports originating in 
developing countries. 

154. Whether all trade agreement targets for the 
immediate future will be realized, even in terms of the 
over-all expansion currently foreseen, is another 
question. Sometimes, rather optimistic figures are 
written into trade agreements to guard against any 
danger that import licensing might later prevent some 
currently doubtful flow from materializing; though 
there may also be cases when potential exchanges are 
underestimated in the agreement.117 More important 
for the immediate prospects for rapid increases in 
imports from developing countries are probably the 
balance-of-payments difficulties with the non-CMEA 
world at present facing most eastern European coun
tries. 

155. The Czechoslovak, east German and Polish 
authorities have all recently spoken of the need for 
strict economy of imports from "capitalist" countries 
in the immediate future and the eastern German 
authorities have specifically mentioned coffee, cocoa 
and tropical fruits as imports which have to be 
temporarily restricted.118 Even for the Soviet Union, 
where foreign trade is extremely small in relation to 
total output, some difficulties may well arise. The 
Soviet Government has been obliged to import quite 
exceptional quantities of grain in 1963-and to export 
exceptional quantitiet of gold to pay for it. Unless 
climatic conditions are very favourable, the need to 
import basic foodstuffs may well recur during the 
next few years, until the intense efforts now to be 
made to improve fertilizer supplies and crop yields 
begin to take effect; the income elasticities of con
sumer demand in the Soviet Union (and in the eastern 
European countries) are such that it is difficult to raise 
real wages unless almost proportionately increasing 
supplies of foodstuffs such as meat can be provided. 
Moreover, the Soviet authorities are planning to ex
pand again imports of some types of equipment-

"'Der Aussenhandel, No. 1, 1963, p. IS. 
"' Handel Zagraniczny, No. 5, 1962, p. 199, et seq. 
"' According to the Indian Minister of Foreign Trade, both 

parties to the current Soviet-Indian trade agreement have agreed 
to try to raise turnover 10 per cent above the figures written into 
the agreement. 

"' Plan for 1963. 

especially chemical plant-which have to be bought 
from the industrialized market economies. 

156. In the immediate future. therefore, the pace 
of expansion of imports into the centrally-planned 
economies from the developing countries is likely to 
be rather closely linked with the development of 
compensating exports to them. The fact that a large 
part of the credits given to developing countries in 
recent years are still outstanding (see below) is another 
factor supporting this prediction. Its implications are 
discussed in the concluding section. 

Long-term credits from the centrally-planned 
economies to developing countries 

157. The past expansion of exports from the 
European centrally-planned economies to developing 
countries has been financed in part by credits (going 
beyond normal commercial credits) granted by the 
exporting country. The values and regional distri
bution of such credits noted by the secretariat for the 
years since 1955 are summarized in Table 37, and the 
individual credits and their stated purposes are listed 
in detail in appendix Table V. No data on disburse
ments are available, so that it is impossible to say 
precisely what proportion of the lending countries' 
exports to developing countries in any period were 
financed by long-term credits. However, the total 
values of recorded credits by CMEA countries to 
developing countries are shown against commodity 
trade with those countries from 1955 to 1962 in 
Table 38. During this period the values of credits an
nounced represented 72 per cent of the total value of 
CMEA commodity exports to the developing coun
tries (in many cases, of course, they finance not only 
visible trade but also the cost of blueprints and 
advisory and technical services, prospecting missions, 
etc.). 

158. A great deal of this credit must still be out
standing. According to a communication from the 
CMEA secretariat in November 1963, "At present 
CMEA member countries are providing economic 
help and technical assistance to 40 less-developed 
countries in the construction of over 1000 industrial 
enterprises and other objects, of which in India-166, 
in Indonesia-50, in the United Arab Republic-178, 
in Syria-48, in Mali-17, in Morocco--6, in Argen
tina-9, in Brazil-10, etc." Czechoslovakia alone had 
at least 13 governmental credit agreements with 
developing countries 119 outstanding at the beginning 
of 1963, with $250 million still to be drawn; and, in 
addition, outstanding credit granted through foreign 
trade enterprises amounted to $210 million.120 

159. The values, in millions of US dollars, of 
Polish credits to developing countries of which some 

"' Mali, Somalia, Ethiopia, Ghana, Guinea, Tunisia, the United 
Arab Republic, Iraq, Afghanistan, India, Indonesia, Cambodia, 
Ceylon. 

m Direct communication from the Czechoslovak Government. 
The latter figure excludes normal commercial credits: in general, the 
credits covered are for periods of 3 to 8 years. Deliveries under 
credits outstanding today are not expected to be completed before 
the end of 1967. 
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TABLE 37 

Summary of government-to-government credits extended by the Soviet Union and other eastern European countries 
to developing countries 

(In millions of dollars) 

Soviet Crecho- Eastern 
Recipient area Union slovakia Poland Hun.qary Romania Bulgaria Germany Total 

Asia. 1955 . 125 5 130 
1956. 326 326 
1957 . 125 168 293 
1958. 30 39 11 80 
1959. 596 49 5 650 
1960. 295 71 47 17 430 
1961 . 565 84 40 47 50 s 791 
1962. 1.4 48 49.4 
1963. 4 10 14 

Total 1955-1963 2067 372 189 64 61 5 5 2 763 

Africa 1957 . 56 56 
1958 . 275 275 
1959 . 135 135 
1960. 265 23 29 14 331 
1961 . 135 74 28 7 12.5 257 
1962. 170 172 40 382 
1963 . 100 100 

Total 1955-1963 1 080 325 97 21 13 1 536 

Latin America 1958. 100 100 
1959. 5 5 
1960. 111 40 12 15 178 
1961 . 100 60 50 65 5 50 330 

Total1955-1963 311 100 17 65 65 5 50 613 

TOTAL . 1955 . 125 5 130 
1956. 326 326 
1957. 125 224 349 
1958 . 405 39 11 455 
1959. 731 49 10 790 
1960. 671 134 88 46 939 
1961 . 800 218 68 104 Il5 22.5 50 1378 
1962. 171 172 88 431 
1963 . 104 10 114 

Total1955-1963 3 458 797 303 150 126 22.5 S5 4912 

Source: Appendix Table V. total (possibly including some ctedits given by foreign-trade enterprises) of 
NOTE.-It has not always been easy to reconcile conflicting reports of $65 mlllion during 1956-1959; credits to Ceylon of an unstated amount have 

credits granted in particular instances. The Soviet figures above are probably also had to be excluded. Identifiable Polish credits to Indonesia of $40 million 
maxima, but not significantly overstated. There is some uncertainty about are included in the table: a Polish source mentions a total for credits (possibly 
announced Czechoslovak credits of $168 million to Syria in 1957 and of including some semi-commercial credit) to Indonesia during 1958-1960 of 
$11 million to Cuba in 1960 (both included in the table); on the other hand, $167 million. Reported east German ctedits to the United Arab Republic of 
only that part identified by individual reports ($34 million) of credits to Indo- $47 million during 1958-1961 are also excluded since their precise nature and 
nesia has been included although one Czechoslovak source has mentioned a year-by-year distribution could not be established. 
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part is sti11 outstanding are as follows (date of the 
credit agreement is in brackets) : 121 

Guinea (1960) 4 Mali (1962) 7.5 
Ceylon (1963} 10 Morocco (1962} 12 
Cuba (1960) . 12 Syria (1962) • . 15 
Ghana (1961) 28" Tunisia (1960) . 10 
India (1960) . 30 UAR-Egypt (1962) 20 
India (I 962) . 32.5 
Indonesia (1961) 30 TOTAL 211 

a ~e. SCC?nd $14 million will be automatically accorded as soon as the first 
$14 mlilJOn •s fully used. 

From the side of the recipient countries, the 
Government of Ceylon has stated that less than half 
of all credit granted to Ceylon by the centrally-planned 
economies had been utilized up to July 1963. The 
unused balance of credit granted by the Soviet Union 
was 41 per cent, by Czechoslovakia nil, by Poland 90 
per cent, by mainland China 75 per cent. The Soviet 
credit was granted in 1958.122 

160. Normally, credits from the CMEA countries 
are . tied to deliveries of specific goods, technical 
servt~es, etc., usually for specific projects. They are 
heaydy concentrated on industrial (including power) 
proJects and, according to the communication from 
the CMEA secretariat quoted above, "More than half 
of the .resources put at the disposal of the developing 
countnes by CMEA countries is used for the construc
tion of heavy industrial enterprises. Aid in the con
struction of metallurgical, power and coal industries 
alone accounts for about 35 per cent; and about 25 
per cent of this assistance goes to chemicals. 
petrole~m-refining, engineering and metalworking 
enterpnses, and to those producing building materials. 
The credits also provide for the construction of trans
po~ and communications enterprises, geological sur
veymg and projecting activities, the construction of 
enterprises for the light and food industries as well 
as scientific, cultural and medical instituti~ns and 
house-building." In Czechoslovakia, the distribution 
by pu;pose o~ the $520 million of machinery and com
plete mstal~attons ~xpected to be supplied under long
term cred1ts dunng 1963 to 1967 is as follows 
($ millions).123 

Metallurgy . . . . . . . 6 
Energy . . . . . . . . . 123 
Engineering. . . . . . . 195 
Chemicals and oil refining 92 
Consumers' goods industry . 67 
Building materials industry . . 63 
Transport and communications 62 
Health services . . . . . . . 4 

161. According to the communication from the 
CMEA secretariat, experts supplied by CMEA coun
tries as direct technical assistance to developing 

"' Direct communication from the Polish Government. 
,.. Ceylon Ministry of Finance, Economic and Social Progress 

;.956-19~3, Supplement to the Budget Speech 1963, p. 90 and ECAFE 
Secretanat, E/CN/Il/TradefL.64, Add. I. 

,.. Direct communication from the Czechoslovak Government. 

TABLB 38 

CMEA countries' credits and commodity exports 
to and imports from developing countries, 1955 to 1962 

(In millions of dollars) 

Trade Announced 
Year Exports Imports balance credits 

1955 . 380 410 -30 130 
1956 . 460 410 +50 326 
1957 . 560 560 349 
1958 . 700 640 +60 455 
1959 . 660 770 -110 790 
1960. 830 950 -120 939 
1961 . 1 340 1220 +120 1 378 
1962. 1 720 1 360 +360 431 

Totall955-1962 . 6650 6320 +330 4798 

Sources : For credits, table 37; for trade, United Nations Monthly Bulletin 
of Statistics, March 1961 and March and June 1963, and Yearbook of Inter
national Trade Statistics, 1960. 

countries (much of it connected with supplies of 
equipment on credit) numbered 7000 in 1962. From 
Czechoslovakia alone 633 experts were supplied in 
1962, the annual totals having built up steadily to this 
figure from 117 in 1959.124 

162. For some of the recipient countries, the in
vestment goods supplied on credit now represent a 
large share of total domestic fixed investment. Soviet 
sources put the ratio of Soviet credit received to fixed 
investment in Indonesia at 15 per cent, and in India 
at 12 per cent, of all State investment during 1961 to 
1968; it is said to ·represent 35 per cent of all invest
ment in Afghanistan during 1956 to 1961 and in the 
United Arab Republic 50 per cent of all fixed invest
ment "during recent years". In total, 480 industrial 
enterprises in developing countries are stated to have 
been established or to be under construction on the 
basis of Soviet credits.125 

163. The terms of credits by CMEA countries 
normally involve payment of interest at 2 to 4 per cent 
on the amounts actually disbursed ; the periods of 
disbursement have varied considerably-and as indi
cated above have sometimes been very long-though 
three years seems to have been fairly normal for the 
period originally foreseen in the agreements. Repay
ment periods also vary-12 years starting one year 
after completion of disbursements on each project 
seems to be normal for the Soviet Union; repayment 
periods announced for credits from other CMEA 
countries have varied from five to 12 years. 

164: A valuable. feature of the terms normally 
estabhshed for credtts from CMEA countries, from 
the point of view of the developing countries, is that 
they usually provide for repayment in goods (valued 
at world prices at the time of repayment), these being 
either the traditional exports of the developing coun
try or, sometimes, those to be produced by the 

... Direct communication from the Czechoslovak Government. 
115 Pravda, 11 June 1963, and Vneshnaya Torgovlya, No. 9, 1961. 
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relevant project. Thus they have a trade-creating effect 
in both directions. 

165. Outstanding credits, and repayments due on 
old credits, thus provide part of the basis for further 
trade development between the CMEA area and 
developing countries in the near future. Their possible 
longer-run significance is briefly discussed in the con
cluding section. 

11. CoNCLUSION 

166. As was shown in section 6, the current long
term plans of the eastern European countries and the 
Soviet Union probably imply a rise of their total 
foreign trade turnover, including intra-trade, from 
$26Y2 billion in 1960 to nearly $60 billion by 1970 and 
to $108 billion by 1980. The last figure might even be 
exceeded if the targets for over-all economic expansion 
are realized and if both the CMEA countries' policies 
and external conditions favour the realization of the 
potential benefits of a world-wide international divi
sion of labour. 

167. If the share of developing countries in the 
imports of the CMEA countries remained unchanged 
from that of today (about 10 per cent),126 the rise in 
the value of this trade might be from $950 million in 
1960 and $1.4 billion in 1962 to some $3 billion in 
1970 and more than $5 billion by 1980. It was noted 
in section 6 that the official plans of two countries 
(Bulgaria and Poland) certainly foresee increases in 
the share of trade with developing countries in their 
total turnover; and although quantitative estimates for 
other CMEA countries are not available, this appears 
to be a general expectation. If the share of developing 
countries in the total imports of the CMEA countries 
in 1980 were to be as large as their share in the imports 
of the industrialized market economies today (22 per 
cent), and assuming a fairly steady progress towards 
this level, the CMEA countries' imports from develop
ing countries might reach about $5 billion by 1970 and 
nearly $12 billion by 1980, on the basis of the above 
projections of the CMEA countries' total trade. How
ever, these are almost certainly much larger figures 
than the CMEA countries as yet envisage: the Polish 
authorities expect trade with developing countries to 
reach 15 per cent of the total by 1980 and the Bul
garian plan gives a 1980 share of about 4Yz per cent. 
Nevertheless, a very large expansion-perhaps to 
about 15 per cent of total CMEA imports by 1980 or 
some $7 to 8 billion-would seem feasible, in the light 
of the possibilities discussed in earlier sections, if 
current plans for over-all economic expansion in the 
CMEA area are fulfilled and if effective planning for 
a very rapid growth of trade with developing countries 
starts on both sides very soon. 

168. It has been suggested in section 7 that tropi
cal foodstuffs and beverages alone might well con
tribute over $3 billion to the total imports from 
developing countries into the CMEA area by 1980 

\ 
110 The share in 1962: the 1960 share was only about 7¥.t per cent. 

(against less than $150 billion in 1961). For other 
foodstuffs the prospects as indicated by current plans 
and policies in the CMEA countries are poor. There 
may well be some net imports into the area-at least 
for a period-of oil-seeds and related products and 
possibly of sugar; and some gross imports of other 
products are likely also. Even for grains, imports into 
the eastern regions of the Soviet Union may well be 
expected to continue in order to save transport costs; 
but present plans indicate that both the Soviet Union 
and the CMEA area as a whole will be net exporters 
of grains and probably self-sufficient in livestock 
products. However, a specialized import and export 
trade in processed foodstuffs of all kinds could well 
develop to significant proportions. 

169. In the fuels and raw materials fields, current 
long-term plans and statements of official policy indi
cate a prospective self-sufficiency in fuels, a CMEA 
area net export surplus of steel, and self-sufficiency 
in iron ore; some net imports of non-ferrous metals 
and a few basic chemicals may continue, though 
current policy in both fields is to maximize output 
within the region: imports of natural rubber seem 
unlikely to rise and may well fall; the current plans 
of the CMEA countries indicate the probability of an 
eventual large net export surplus of textile fibres ; net 
imports of hides may possibly grow. In most of these 
categories, and that of timber, rising gross imports of 
some specialized products may be expected-the most 
obvious being long-staple cotton, some types of wool 
and tropical timber. There may be other products of 
relatively minor value individually (tanning materials, 
for example) for which the small total value of trade 
today could be expanded to significant proportions. 

170. For equipment and consumers' manufactures, 
it has been suggested in section 9 that much will 
depend upon the ability of the developing countries 
to expand their production for export and the willing
ness of the authorities in the CMEA member countries 
to plan a division of labour with developing countries 
in this field : the CMEA Governments are in an 
excellent position to develop this trade should they 
and the Governments of the developing countries so 
desire. A significant two-way trade in equipment 
would be more difficult to develop, but is not incon· 
ceivable as a long-term possibility. 

171. If the Governments of the centrally-planned 
economies should, in fact, decide to attempt to reap 
something approaching the maximum potential econ
omic benefit from a wide international division of 
labour-or even to give special privileges in their 
markets to developing countries-in the consumer
goods field, there are no purely economic considera
ti?ns which. sh<:mld logically lead them to adopt a 
different pohcy m respect of raw materials. The same 
could be said of policy on imports of foodstuffs, 
~xcept that in some ~ountries (though certainly not 
m all) the rate at which the farm population can be 
red~~ed ~y provision of addit~onal employment oppor
tumbes m mdustry and services might be a limiting 
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factor.u7 It is, of course, possible that strategic con
siderations, or fears of a cutting off of supplies from 
non-CMEA sources for. political reasons, might also 
dictate a limitation of planned dependence on such 
sources for vital fuels, raw materials and even food· 
stuffs, as they certainly have done in the past. How
ever, given favourable international political conditions 
and a policy of maximizing the economic benefits of 
international trade in the centrally-planned economies, 
the prospects for rising imports of raw materials and 
foodstuffs might be more favourable than the review 
of the current plans and policy indications in the 
preceding sections suggests. 

172. But the optimum expansion of imports from 
developing countries will only be achieved if exports 
from the planned economies can be expanded to pay 
for them, and if any necessary modifications of current 
policies-both in the CMEA countries and elsewhere 
-begin soon. An obvious example of the second point 
is the expansion of imports of tropical foodstuffs that 
has been indicated as feasible. Exports from the 
developing countries of $3 billion worth of such pro
ducts (at 1961 prices) to the CMEA countries would 
be equivalent to over 80 per cent of the total of such 
exports from the developing countries to all destina
tions in 1960. For tea, the corresponding figure shown 
in Table 30 would represent over 100 per cent of the 
1960 exports by developing countries to all destina
tions ; for coffee 60 per cent; for cocoa 57 per cent; 
for citrus fruit more than six times the 1960 exports, 
and for bananas 73 per cent.128 The developing coun
tries should be able to expand supplies of such pro
ducts to meet these, and other, prospective increases 
in demand if the trade begins to develop soon and 
with reasonable certainty of a steady year-by-year 
expansion. But the whole expansion could not easily 
be compressed into a few years starting some 10 years 
hence (and if it were, the relative prices at which the 
CMEA countries could then buy such goods would 
probably be far less favourable). So far as imports 
into the CMEA area of raw materials and the more 
traditional consumer-goods exports of developing 
countries (textiles, leather goods, processed foods) are 
concerned, if the trade begins soon to develop fast 
and steadily it can easily reach large proportions in 
15 to 20 years; but capacities once established in the 
CMEA area to meet expected future needs from 
domestic production will not readily be abandoned. 
Similarly in the developing countries, once domestic 
capacity is established to produce goods which might 
be imported from the centrally-planned economies (or 
an import dependence on such goods from other 
suppliers, with a counterbalancing export trade, is 
firmly established) the' building up of an alternative 
trade flow would become more difficult. 

173. At the present time, as mentioned in sec
tion 9, the CMEA countries face balance-of-payments 

- ,., This problem preoccupied the Polish planners in the early 
stages of preparation of the original perspective plan for 1975. It 
would clearly exist in Bulgaria and Romania also. 

m United Nations Commodity Survey, 1962 {Sales No.: 63.11.0.3). 
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difficulties with the rest of the world as a whole; and 
they are not likely to be willing to incur large addi
tional expenditures on imports of relatively low 
priority-such as tropical foodstuffs and consumers' 
manufactures-if this would imply a reduction of 
imports of higher-priority equipment and raw materials 
from non-CMEA sources. Even an otherwise econo
mically advantageous reyision of current plans for 
reducing dependence on imported materials would be 
discouraged if the result appeared likely to be intensi
fied balance-of-payments problems. 

174. A removal of the remaining discriminatory 
restrictions on access by CMEA-area exports to the 
markets of the industrialized market economies, and 
of remaining restrictions on the transferability of 
currencies earned from such exports, could ease this 
problem. However, a rapid expansion of CMEA-area 
imports, and particularly the development of new 
commodity flows of imports, from developing countries 
is bound to depend largely on a simultaneous expan
sion to them of exports-()f equipment in particular
from the CMEA countries. 

175. The latter development will require efforts by 
both groups of trade partners-the developing coun
tries needing to establish conditions which will permit 
reasonably firm undertakings on imports of equipment 
and other goods from the CMEA countries to be given 
for medium-term to long-term periods. The rapid 
building up of two-way trade flows could moreover be 
encouraged by a further expansion of investment by 
the CMEA countries in the developing countries, on 
the basis of credits to establish or extend enterprises 
to produce goods which the lending countries would 
undertake to import in repayment of the--credits, and 
for longer periods. 

176. It has been suggested elsewhere 129 that the 
present methods of co-ordination of the sectoral invest
ment and intra-trade plans of the CMEA countries 
could usefully be extended so as to draw the develop
ing countries directly into the process of CMEA plan 
co-ordination in sectors of particular interest to them. 
The CMEA countries' plans could then be based on a 
far more precise knowledge of the possibilities of 
drawing particular supplies from developing countries 
and of the terms on which they could be obtained : 
the developing countries would gain a greater certainty 
about the possible markets in the CMEA area. If 
this were combined with an extension of the new 
scheme for multilateral payments within the CMEA 
area to cover transactions with developing countries, 
trade would be further encouraged. It would probably 
help both the CMEA countries and the developing 
countries to expand trade if it were possible for any 
balance arising in a particular bilateral trade relation
ship to be used to finance a corresponding import or 
export surplus with any member of the group of 
CMEA plus co-operating developing countries. 

m See "Implications for trade and development of developing 
countries of eco.nomic groupings of developed countries and/or 
preferential trading arrangements", Chapter III, section 3 and 
Chapter V, in this volume. 
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APPENDIX 

A NOTE ON THE STATISTICS 

The statistics analysing trade flows by areas and by 
broad (SITC) commodity groups (Tables 10 to 15) 
are derived from the United Nations Monthly Bulletin 
of Statistics, since national eastern European sources 
provide only an incomplete picture (they are used 
for the discussion of trade in individual commodities 
in Section 4). The United Nations source introduces 
an area break-down which does not quite conform to 
the requirements of this study. In particular, it is not 
possible to isolate the less-developed countries of 
Africa, the available total being inclusive of the Union 
of South Africa. Again, data for the "developing 
countries of Asia" can only be deduced by subtract
ing "Africa" and "Latin America" from the available 
totals (themselves apparently obtained as a residual 
of total world trade) referred to in the quoted source 
as " under-developed areas". The ensuing distortions 
are not likely to be w~ry significant for a broad analysis 
of main flows. 

However, for several reasons, data on the area 
distribution of exports and imports of centrally
planned economies derived from the national statistics 
of the CMEA countries do not quite coincide with 
those based on United Nations statistical sources. 
Among the reasons for the discrepancies are the large 
margins of trade not identified by origin and destina
tion (or country of payment or receipt) in the national 
statistics of the CMEA countries, and particularly in 
Soviet export statistics (see Table 5), much of which 

probably represents trade with developing countries. 
Moreover, different systems of registration of the 
source of imports are used in the Soviet Union, on the 
one hand, and in the eastern European countries, on 
the other. In the former, imports are assigned to the 
country of origin rather than to that of purchase, as 
appears to be the practice in the eastern European 
countries. The Soviet practice has some advantages 
from the point of view of the objectives of this study; 
but methodological differences clearly distort the com
parability of the statistics here presented. Ghanaian 
cocoa purchased in London by Poland, for example, 
would be recorded as an import from the United 
Kingdom even if shipped directly from Ghana, but in 
the Soviet statistics it would appear as an import from 
Ghana; Malayan rubber bought by the Soviet Union 
on the London market, sold on to eastern Germany 
and shipped there from Malaya without touching the 
Soviet Union would be recorded as an export by 
Malaya to eastern Germany and recorded by eastern 
Germany as an import from the Soviet Union (but 
would not be recorded as an import or an export by 
the Soviet Union). 

It can be seen below that the inconsistencies between 
the national eastern European and Soviet statistics 
and those of the United Nations affect the 1955 data 
more than the 1961 data, and that the largest 
discrepancy occurs with regard to trade with Asia : 

Area distribution of exports and imports of eastern European countries and the Soviet Union in 1955 and 1961: 
A comparisou of data derived from two sources 

1961 Index numbers 

Millions of dollars Percentages 1955 = 100 

United Unit~d United 
National N<ltio/13 National Natlo/13 National Nations 
statistics data statistics data statistics data 

Exports to : All countries 14294 14120 100.0 100.0 173 176 
of which: 

Developing countries I 394 I 340 9.8 9.5 316 353 
Asia 499 510 3.5 3.6 254 408 
Africa . 375 330 2.6 2.3 348 287 
Latin America 520 500 3.6 3.5 380 357 

Imports from : All countries 14265 13 810 100.0 100.0 188 188 
of which: 

Developing countries 1397 1220 9.8 8.8 320 298 
Asia 512 415 3.6 3.0 337 395 
Africa . 322 300 2.3 2.2 301 231 
Latin America 562 505 3.9 3.7 317 289 

Sources: Statistical yearbooks and trade statistics of CMEA countries; United Nations Monthly Bulletin of Stallstics, March 1961 and March 1963 (Table D). 
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APPENDIX TABLES 

APPENDIX TABLE~! 

Area distribution of imports and exports of eastern European countries (excluding the Soviet __ Union) 

(In millions of dollars) 

Imports Exports 
1-

1955 1958 1959 1960 1961 1955 1958 1959 1960 

All countries 
Bulgaria 249.9 366.5 579.4 632.6 666.0 236.2 373.2 467.1 571.5 
Czechoslovakia 1185.7a I 357.2 1 602.4 1 815.6 2 023.6 1 387.2a 1 513.2 I 727.1 1 929.4 
Eastern Germany 1172.8 1 680.0 1 992.3 2 169.8 2 216.3 1 278.3 1 889.8 2121.5 2 190.5 
Hungary 534.4 630.9 792.9 975.7 1025.6 608.9 683.6 769.6 873.9 
Poland 931.8 1 226.8 1 419.6 1495.0 1 686.7 919.7 1 059.4 1 145.1 1 325.5 
Romania 462.7 481.7 502.0 647.9 814.7 422 468.3 522.4 717.1 

TOTAL 4 537.3 5 743.1 6 888.6 7 736.6 8432.9 4 852.3 5 987.5 6 752.8 7 607.9 

Eastern Europe 
(including Soviet Union) 

Blllgaria. 218.2 301.6 435.4 507.9 540.7 206.0 303.9 390.1 461.1 
Czechoslovakia. 713.~ 843.7 1 035.1 1 161.4 1293.2 802.8a 910.4 1090.9 1227.2 
Eastern Germany . 739.8 1 054.6 1 343.3 1446.3 1 616.0 831.8 1 J.78.5 l 481.5 1 505.8 
Hungary 262.0 399.1 510.0 623.6 663.5 360.8 388.4 461.8 536.8 
Poland 565.8 650.7 834.6 868.7 963.2 532.1 507.9 606.4 728.5 
Romania 371.3* 360.4 370.2 439.8 509.6 297* 322.2 373.1 472.0 

TOTAL 2 870.7 3610.1 4 528.6 5 047.7 5 586.2 3 030.5 3 711.3 4403.8 4 931.4 

Asian centrally-planned 
economies!> 

Bulgaria. 4.3 8.8 13.8 14.6 7.9 4.6 12.8 9.6 10.4 
Czechoslovakia . 11.1a 98.5 108.6 106.7 56.1 83.5a 129.6 135.3 133.1 
Eastern Germany . 86.8 112.8 124.8 113.5 51.2 106.8 146.5 127.5 ll7.8 
Hungary 29.1 35.5 46.7 43.4 21.7 40.6 64.6 47.3 49.3 
Poland 35.4 41.4 63.5 55.8 27.4 42.6 78.4 54.9 60.9 
Romania 15* 17.8 32.0 28.9 25.6 20"' 29.7 36.6 43.3 

TOTAL 242.3 314.8 389.4 362.9 189.9 298.1 461.6 411.2 414.8 

Developed market economies 
Bulgaria. 23.6 45.8 118.1 93.9 88.6 21.8 46.6 54.1 79.7 
Czechoslovakia . 286.6* 296.8 315.3 384.9 439.0 286.9a 292.6 332.0 358.7 
Eastern Germany. 301.0 410.6 426.1 473.3 452.0 288.5 387.0 420.3 442.3 
Hungary 204.3 166.1 203.7 270.8 289.1 160.7 193.2 214.2 235.0 
Poland 259.9 472.3 444.4 462.2 583.0 287.4 370.8 387.9 423.5 
Romania 61.0"' 83.0 78.5 157.0 240.6 84.3* 90.7 85.4 160.7 

TOTAL 1 136.4 1474.6 1 586.1 1 842.1 2 092.3 1129.6 1 380.9 1 493.9 1 699.9 

Developing areas 
Bulgaria. 1.5 8.0 7.7 10.4 19.6 2.6 8.0 10.2 16.7 
Czechoslovakia . ll3.9a 118.2 143.5 162.8 235.3 214.2a 180.6 169.0 210.6 
Eastern Germany . 16.8 62.8 64.5 93.8 82.3 25.3 52.3 61.8 85.5 
Hungary 32.9 30.2 32.6 38.0 51.1 46.9 37.4 46.3 52.8 
Poland 67.3 59.2 73.1 103.0 103.9 44.4 64.1 68.6 90.4 
Romania 15.2* 20.2 20.5 21.5 37.7 20.4* 24.6 26.4 39.1 

TOTAL 253.9 298.6 341.9 429.5 529.9 353.8 367.0 382.3 495.1 

227 

1961 

662.6 
2 046.3 
2 261.5 
1 029.0 
1 503.6 

792.5 

8 295.5 

530.1 
l 346.2 
1 594.1 

685.4 
854.5 
521.0 

5531.3 

11.0 
48.9 
69.8 
38.2 
35.5 
14.9 

218.3 

85.2 
390.3 
451.0 
234.5 
460.6 
202.9 

1 824.5 

32.4 
260.8 
120.3 
70.8 

113.4 
50.9 

648.6 
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APPI!NDIX TABLE I (continued) 

Imports 

1955 1958 1959 

Developing areas (continued) 
Asiac 

Bulgaria. 1.2 2.0 2.0 
Czechoslovakia. 37.2" 44.0 53.9 
Eastern Germany. 7.5 9.5 16.0 
Hungary u.s• 5.0 8.6 
Poland 14.4 10.4 17.0 
Romania 0.7• 4.0 6.5 

TOTAL 72.5 74.9 104.0 

Africad 
Bulgaria. 0.3 5.0 4.8 
Czechoslovakia. 37.5a 40.0 50.3 
Eastern Germany. 5.0 33.0 35.3 
Hungary 15.8• 14.1 8.8 
Poland 9.9 14.6 15.2 
Romania 11.6• 11.7 9.1 

TOTAL 80.1 118.4 123.5 

Latin America 
Bulgaria. - 1.0 0.9 
Czechoslovakia . 39.2a 34.2 39.3 
Eastern Germany. 4.3 20.3 13.0 
Hungary 11.9• 11.2 15.2 
Poland 43.0 34.3 41.0 
Romania 2.9• 6.7 4.9 

TOTAL 101.3 107.7 114.3 

Unspecified 
Bulgaria. 2.3 2.4 4.4 
Czechoslovakia. - -
Eastern Germany. 28.5 39.5 34.0 
Hungary - -
Poland 3.5 3.3 4.1 
Romania 0.2• 0.3 0.7 

TOTAL 34.5 45.5 43.2 

Sources: Eastern European and Soviet national statistics; for Romania ia 
1955 the relative geoaraphical distribution frorn United Nations Direction of 
International Trade. 

1960 

1.0 
80.0 
25.3 
11.8 
26.0 

8.7 

152.8 

8.8 
45.8 
40.8 
11.5 
19.9 
9.9 

136.7 

0.6 
36.9 
27.8 
14.7 
57.2 
3.0 

140.2 

5.8 
-

43.0 
-
5.4 
0.7 

54.9 

Exports 

1961 1955 1958 1959 1960 1961 

2.6 1.8 2.0 4.9 10.0 9.4 
81.0 101.4" 78.9 69.9 86.4 109.2 
20.5 12.3 15.8 20.8 23.5 33.0 
18.1 15.5• 10.6 15.7 22.3 33.4 
27.2 7.6 12.7 17.7 38.2 53.7 
11.4 5.7• 6.6 11.3 21.7 16.6 

160:8 144.3 126.6 140.3 202.1 255.3 

8.5 0.8 5.7 4.6 6.0 10.9 
81.5 64.9" 63.1 54.6 57.8 81.0 
27.3 7.5 29.8 33.8 42.0 37.8 
12.1 I 7.t• 17.3 17.5 12.8 15.2 
20.5 5.0 14.4 10.2 16.4 16.6 
19.8 u.s• 12.8 14.0 12.3 17.4 

169.7 96.8 143.1 134.7 147.3 178.9 

8.5 0.3 0.7 0.7 12.1 
72.8 47.9a 38.6 44.6 66.4 70.7 
34.5 5.5 6.8 7.3 20.0 49.5 
20.9 24.3• 9.5 13.1 17.7 22.1 
56.2 31.8 37.0 40.8 35.7 43.0 
6.4 3.2• 5.3 1.2 5.2 16.9 

199.3 112.7 97.5 107.7 145.7 214.3 

9.1 1.2 1.9 3.1 3.6 3.8 
- -

14.8 26.0 25.5 30.5 39.3 26.5 
- - - - -
9.3 13.2 38.2 27.2 22.3 39.6 
1.3 0.3• 1.1 1.0 1.9 2.9 

34.5 40.7 66.7 61.8 67.1 72.8 
l 

I 

a 1956. 

b Mainland China, North Viet-Nam, North Korea and Mongolia. 
c Excluding those enumerated under b. 

d Excluding South Africa. 
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APPENDIX TABLE II 

Values of trade between individual eastern European countries and some developing countries in 1961 

(In millions of dollars) 

Exporting country or area 

Easterrt Total trade 
C:teclw- Eastern Eastern So>· let Europe and of developing 

Country or area of destination Bulgaria slovakia Germany Hungary Poland Romania Europe Union Soviet UniM countries 

All developing countries 32.4 260.8 120.3 70.8 113.4 50.9 648.6 756.1 1 404.7 29 360 

Asia4 9.4 109.2 33 33.4 53.7 16.6 255.3 243.8 499.1 13 530 
of which : India 1.8 29.6 19.2 14.1 16.5 4.0 85.2 95.4 180.6 2246 

Indonesia 1.3 14.3 1.6 2.7 16.9 2.0 38.8 31.3 70.1 794 
Malaya 2.7 0.7 3.4 2.0 5.4 728 
Ceylon 2.9 0.1 3.3 5.3 0.1 11.7 1.8 13.5 358 
Pakistan. 3.9 0.5 0.4 0.9 5.7 3.0 8.7 642 
Lebanon" 2.2 4.0° 2.7 1.3 4.2 8.1 22.5 4.7 27.2 343 
Iran° 3.4 3.8 3.8 11.0 18.1 29.1 695.1 

Africab 10.9 81.0 37.8 15.2 16.6 17.4 178.9 195.8 374.7 7 750 
of which: UAR 3 20.1 26.2 9.6 7.3 13.9 80.1 108.7 188.8 678 

Sudan. 1.3 3.6 1.6 0.7 1.4 0.3 8.9 9.3 18.2 238 
Ghana 2.4 2.2 0.4 5.0 15.4 20.4 394 
Guinea 5.4 1.5 2.1 9.0 27.2 36.2 72.9 

Latin America 12.1 70.7 49.5 22.1 43.0 16.9 214.3 316.5 530.8 8080 
of which : Cuba 11.8 29.4 27.6 10.9 22.6 11.4 113.7 287 400.7 773c 

Brazil 15.1 16.1 1.4 11.4 2.1 46.1 18.3 64.4 1460 
Argentina 0.2 9.9 2.0 7.5 7.3 3.4 30.3 10.6 40.9 1 460 

Importing country or area 

Eastern Total trade 
Czecho- Eastern Eastern Soviet Europe and of developing 

Cormtry or arra of or/gill Bulgaria slovakia Germony Hungary Poland Rom::mia Europe Union Soviet Union countries 

All developing countries 19.6 235.3 82.3 51.1 103.9 37.7 529.9 866.8 1 396.7 27 600 

Asia"' 2.6 81.0 20.5 18.1 27.2 11.4 160.8 351.6 512.4 12420 
of which : India 0.7 20.7 13.1 9.3 7.3 4.7 55.8 66.9 122.7 1 386 

Indonesia 0.4 7.4 0.8 0.7 0.9 1.4 11.6 33.9 45.5 784 
Malaya 6.5 6.6 13.1 169.6 182.7 857 
Ceylon 3.1 1.1 0.6 1.6 1.8 8.2 9.0 17.2 364 
Pakistan. 6.1 7.3 13.4 4.3 17.7 400 
Lebanon a 1.00 1.4 0.4 1.0 3.8 3.8 7.6 42 
Iran"' 2.5 5.1 1.0 8.6 18.3 26.9 815.2 

Africa~> 8.5 81.5 27.3 12.1 20.5 19.8 169.7 152.6 322.3 6520 
of which: UAR 4.4 49.9 18.1 10.1 10.3 15.8 108.6 96.2 204.8 485 

Sudan 0.3 2.7 0.5 0.3 2.2 1.4 7.4 10.4 17.8 179 
Ghana 1.1 3.4 0.6 5.1 6.8 11.9 292 
Guinea 3.0 0.7 1.9 5.6 4.2 9.8 63.5 

Latin America 8.5 72.8 34.5 20.9 56.2 6.4 199.3 362.7 562.0 8 660 
of which : Cuba 8.2 29.0 11.7 8.1 24.4 0.5 81.9 311.9 393.8 637~ 

Brazil 21.9 14.9 4.5 16.5 1.6 59.4 24.0 83.4 1403 
Argentina 0.1 13.5 3.0 5.8 13.8 l.l 37.3 19.9 57.2 964 

Sources: Eastern European national statistics and United Nations Year· b Excluding South Africa, 
book of International Trade Statistics, 1961. ~ 1960. 

"' Excluding Asian centrally-planned economies. 
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APPENDIX TABLE III 

Trade of developing countries with CMEA area, 1938-1962 

(In millions of dollars) 

Malaya 
Year Argentina Brazil Cuba Uruguay Egypt Ghana Sudan Burma Ceylon India Indonesia Iran Lebanon Singapore Pakistan 

Exports to CMEA 

1938 . 13.7 4.3 0.2 3.3 12.9 0.4 0.2 1.6 0.7 8.7a 3.9 14.8 1.2 
1948 . 49.0 20.1 0.1 2.5 71.2 12.7 1.4 1.5 24.5 1.3 4.9 56.3 23.4 
1949. 49.0* 16.6 0.5 2.7 56.5 8.4 0.8 20.4 0.8 7.0* 38.8 21.4 
1950 . 30.0* 9.6 0.1 1.7 43.3 4.9 5.1 0.3 17.0* 0.7 52.2 23.7 
1951 . 30.0* 6.5 0.5 53.6 9.5 0.7 0.8 17.5 2.2 23.0* 0.6 60.2 26.9 
1952 . 14.5 6.4 0.1 1.1 63.6 11.9 0.7 2.8 6.1 9.8 27.0* 0.9 30.1 35.6 
1953 . 23.5 10.3 0.8 0.9 37.7 10.1 0.6 6.7 4.5 16.0* 0.6 13.4 12.3 
1954 . 97.7 21.5 0.8 22.6 45.0 20.4 0.7 0.4 10.9 6.2 21.0* 0.7 10.3 7.5 
1955 . 81.6 42.1 37.0 10.5 81.6 11.5 3.2 25.7 0.3 8.8 26.2 21.1 2.1 11.8 5.1 
1956 . 41.2 39.4 15.6 7.8 115.0 5.7 3.4 20.4 0.2 36.5 12.0 18.5 2.2 34.4 4.5 
1957 . 29.0 38.8 42.0 7.8 187.6 17.5 6.7 15.8 1.3 51.6 8.4 22.3 3.3 38.4 10.6 
1958 . 63.7 38.2 14.1 28.5 185.9 1.1 6.5 5.8 5.3 63.3 10.6 28.7 2.6 80.6 13.8 
1959 . 53.6 55.4 13.1 24.7 194.1 . 6.2 11.2 5.6 5.7 91.7 19.2 21.5 2.7 156.4 10.2 
1960. 59.6 71.5 114.5 9.1 199.7 21.3 14.1 7.5 11.6 96.5 34.8 25.8 3.7 111.6 15.6 
1961 . 57.2 75.7 393.8* 11.0 194.3 10.3 16.6 4.1 16.5 116.2 45.5 26.9 7.6 65.4° 17.0 
1962 . 73.2 23.7 18.3 163.3 84.3b 11.3 

Imports from CMEA 

1938 . 17.3 5.1 0.7 1.9 17.1 0.7 0.2 0.2 6.8 3.9 21.0 1.6 
1948 . 15.6 11.8 0.4 1.3 63.0 2.7 0.4 0.4 0.2 16.6 4.0 4.3 5.8 3.5 
1949. 20.0* 15.8 0.2 1.5 16.6 4.4 2.8 0.5 36.8 5.4 6.9 3.0 8.9 
1950 . 19.0* 8.9 0.7 1.9 31.3 1.8 1.6 0.1 0.8 9.1 2.0 16.4 3.6 3.5 7.4 
1951 . 30.0* 10.2 1.5 0.9 42.0 2.0 3.3 0.3 1.3 8.8 4.2 23.4 3.3 5.1 7.5 
1952 • 21.0* 5.8 0.9 0.9 62.4 1.5 5.2 0.2 1.1 6.1 3.3 25.0* 3.7 2.9 5.8 
1953 . 17.1 9.7 0.7 0.3 35.3 2.0 3.3 0.5 1.5 4.2 4.5 45.0* 3.1 5.8 1.0 
1954 . 71.3 18.8 0.8 1.3 26.3 2.9 11.1 2.4 1.2 11.7 11.6 21.2 4.9 4.3 1.3 
1955 . 110.2 38.2 1.3 2.5 34.8 5.0 4.0 1.7 1.6 17.1 28.2 30.8 6.0 4.1 0.6 
1956 . 58.1 46.2 2.6 10.5 65.7 4.8 7.0 15.3 1.7 52.3 14.6 26.3 9.0 5.3 1.3 
1957 . 15.4 38.2 2.4 4.9 125.7 6.5 5.4 20.2 2.0 75.5 6.4 36.1 9.3 5.0 2.4 
1958 . 56.2 29.0 2.0 8.3 181.9 6.1 6.1 14.8 2.0 68.4 4.4 39.1 7.7 5.3 5.8 
1959 . 49.2 49.2 2.5 13.4 159.7 8.1 9.9 8.9 4.9 66.1 8.0 37.1 8.9 5.4 3.6 
1960 . 47.3 79.6 89.6 17.2 139.3 12.1 14.3 9.9 4.5 67.5 14.1 29.3 13.9 6.6 10.7 
1961 . 40.0 70.2 400.3 2.8 147.3 18.8 18.2 9.0 9.9 124.9 70.1 29.1 27.2 6.2b 6.5 
1962. 64.7 18.2 18.7 212.1 4.6b 12.6 

Sources: Statistical Papers, Series T, Direction of International Trade; a Including Pakistan. 
United Nations, A Study of trade between Latin America and Europe, Geneva, b Excluding Singapore. 
E/CN.l2/225; national statistics. 
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APPENDIX TABLE IV 

Imports, exports and import surplus of selected foodstuffs and raw materials for eastern Europe (Albania 
and the Soviet Union included) and world, 1955 and 1961 

(In thousands of tons) 

Eastern Europe and 
Soviet Union World Trade "A " World Trade "B" 

Products 1955 1961 1955 1961 1955 1961 

Wheat Exports . 2 496.4a 4 931.6a 20927 35 798 22 500 40 500 
Imports . 2 654.6a 5 364.8a 21 090 31 232 22 600 33 900 

Balance 158.2a 433.2a 

Rice (milled) . Exports . 28.8a 10.5a 5 151 5 787 5 471 6 181 
Imports . 656.la 244.5a 4 851 5 550 5 291 5 909 

Balance . 627.3a 234.oa 

Oranges . Exports . O.la l.la 2 548 2 754 2 548 2 818 
Imports . 102.1a 112.8a 2474 2 758 2474 2 751 

Balance . 102.oa 111.7a 

Lemons . Exports . 2.1a 459 689 
Imports . 57.7a 119.6a 475 647 

Balance . 57.7a 117.5a 

Bananas . Exports . 3 170 3 931 2 982 4005 
Imports . 2.9a 25.8a 3 026 4120 2 958 4223 

Balance 2.9a 25.8a 

Sugar (raw basis) . Exports . 1130 3 204 14 078 18 055 14400 20100 
Imports . 1229 4 212 14152 15 988 14 500 19 900 

Balance 99 1 008 

Coffee Exports . 2.1 5.5 2022 2 704 2 074 2 646 
Imports . 15.4a 79.2 2068 2 674 2 016 2 651 

Balance . 13.3 73.7 

Cocoa beans . Exports . 0.1 4.9 722 1024 697 998 
Imports . 35.1 65.2 706 1 014 705 1013 

Balance . 35.0 60.3 

Tea. Exports . 6.0 5.7 452 537 446 
Imports 15.1 20.8 479 544 469 519 

Balance . 9.1 15.1 

Oilseed cake and meal Exports . 185.9a 416.9a 3 200 5 187 
Imports . 107.9a 170.4a 3 319 5 278 

Balance . -78.oa -246.5a 

Wineb Exports . 628a 1478 27 350 27 030 
Imports . 791a 1 890 27 210 27 272 

Balance . 163a 412 

Tobacco. Exports . 40.7a 85.oa 679 846 665 831 
Imports . 106.9a 119.5a 645 696 694 804 

Balance . 66.2a 34.5a 

Natural rubber . Exports . 11.5 25.4 2227 2 643 1 873 2060 
Imports . 104.3 517.5 2200 2240 1 938 2106 

Balance . 92.8 492.1 

Wool (clean) . Exports . 14.9 31.7 741 972 1 213° 1 475° 
Imports . 84.6a 123.2 716 854 1124° 1440" 

Balance . 69.7 91.5 

Cotton Exports . 341.2a 386.8a 2 386 3 246 2 844 3 332 
Imports . 370.4a 655.7a 2 569 3 126 2 870 3 400 

Balance . 29.2a 268.9a 

Jute Exports . 0.3 999 780 1 024 786 
Imports . 62.oa 68.2a 984 706 999 790 

Balance . 62.oa 67.9a 

Iron ore . Exports . 8 938 16 794 90 860 151 900 
Imports . 11 164<1: 20 799<1: 90 600 150 700 

Balance . 2226 4005 
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Products 

Crude oil 

Manganese ore . 

Aluminium 

Copper 

Zinc 

Lead 

INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

Exports . 
Imports . 

Balance 

Exports . 
Imports . 

Balance 

Exports . 
Imports . 

Balance 

Exports . 
Imports . 

Balance 

Exports • 
Imports . 

Balance 

Exports . 
Imports . 

Balance 

APPENDIX TABLE IV (continued) 

Eastern Europe and 
Soviet Union World Trade " A " 

1955 

3 312e 
2445 
-867 

852 
677d 

-175 

50.8tt 
37.9d 

-12.9d 

37.5d 
106.4" 
68.9d 

133.4d 
97.5d 

-35.9d 

29.Qd 
57.5d 
28.5d 

1961 1955 

25 108 
8 095 

-17013 

999 
5631 

-436 

94.7d 
67.3d 

-27.4d 

61.7" 
218.Qd 
156.3" 

221.1" 
155.8" 

-65.3" 

122.6" 
117.6d 
-5.0d 

a Partly estimated by FAO. 

b Thousand bectolitres. 

c Actual weight. 

1961 

World Trade M B n 

1955 1961 

243 000 416 000 
242 800 422 500 

4825 5 480 
5 015 5 630 

614 922 
606 891 

1653 2 684 
1706 2544 

607 688 
615 794 

747 792 
805 877 

Sources: Eastern European national statistics; FAO Yearbook of Food and 
Agriculture Statistics 1957 and 1962; and direct communication of FAO for 
corrections of Yearbook of Food and Agriculture Statistics 1957 and 1962; 
United Nations Commodity trade statistics 1955 and 1961; United Nations 
Quarterly Bulletin of Steel Statistics [or Europe, No. I, 1963; Long-term trends 
and problems of the European steel industry 1959; World Energy Supplies, 
Statistical papers Series J, No. 3, 1955-1958; and Series J, No. 6, 1958-1961; 
Commodity Survey 1962; Statistical Summary of the mineral industry, 1955-1960 
and 1956-1961; and direct communication of the Hungarian Central Statistical 
Office. 

d Partly estimated by Research and Planning Division on the basis of 
international sources and partner statistics. 

Non.-World Trade "A": FAO Yearbook 1957 and 1962 (excluding 
revisions for Eastern Europe). World Trade "B ": Commodity Survey 1962 
and other sources (for iron ore and manganese ore). 

e Excluding Romania. 

I For Eastern Germany in Mn content. 
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APPENDIX TABLE V 

Credits extended by the Soviet Union and eastern European eountries to developing eountries: 1955 to 1963 

Recipient country 

India ...... . 

Total 

Indonesia .. 

Total 

Iraq 

Total 

Afghanistan . 

Amount 
I million 

125 
126 
125 
420 
125 
921 

100 
18 

250 
367 

1.4 
736.4 

138 
45 

100 
20 

Total 120 

Ceylon ... 

Total 

Pakistan 

Nepal 

Burma 

Syria 

Cuba 

Total 

Argentina 

UAR. 

Total 

Ethiopia 

Algeria 

Mali 

Ghana 

Somalia . 

Guinea 

30 
30 

35 

8 

3.9 

Unspecified 

l1l 
100 
211 

100 

175 
100 
225 
170 
670 

100 

100 

45 

40 

40 

35 

Date of 
announcement Period of repayment Purpose 

I. Soviet Union 

1955 
1956 
1957 
1959 
1961 

1956 
1959 
1960 
1961 
1962 

1959 
1960 

1956 
1959 

1958 
1961 

1961 

1961 

1963 

1957 

1960 
1961 

1958 

Normally 12 years, 
starting one year 
after completion 
of disbursements 

Normally 12 years 

Normally 12 years 

Normally 12 years 

12 years 

Construction of an iron and steel works, plants producing mining 
equipment and heavy machinery, thermal electric stations, 
two oil refineries with a capacity of 4 million tons and other 
projects for the second and third five-year plans of Indian 
economic development, etc. 

Industrial development, including enterprises in iron and steel, 
non-ferrous metals, chemicals and textiles industries; develop
ment of agriculture; utilization of atomic energy for peaceful 
purposes, etc. 

Construction of enterprises in engineering, chemical, food and 
light industries; irrigation; transport; setting up of centres for 
vocational training. 

Construction of industrial units and a hydroelectric plant; con
struction in the fields of transport and irrigation. 

Exploratory work and planning of irrigation and hydroelectric 
projects; equipment for, and technical assistance in the con
struction of, an iron and steel plant, building-materials factory, 
automobile tyre plant and others. 

Oil exploration. 

Investment purposes. 

Construction of a reservoir. 

Economic development. 

Delivery of complete enterprises, machinery and equipment for 
metallurgical, oil-refining, textile and other industries. 

Delivery of equipment for national petroleum and other in
dustries. 

1958 Normally 12 years Construction and expansion of enterprises in metallurgical, 
1958 machine-building, oil, electric-power, food and other indus-
1960 tries; prospecting; vocational training; construction of high 
1962 Aswan Dam; development of communications, etc. 

1959 12 years Construction of an oil refinery; prospecting, etc. 

1963 

1961 

1960 

1961 

1959 

12 years 

12 years 

Economic development. 

Geological prospecting; building of a cement factory; erection 
of a station; measures to improve navigability of the river 
Niger. 

Construction of industrial enterprises; power stations; pros
pecting; vocational training. 

Economic development. 

Construction of several factories; a polytechnical institute for 
1,500 students; development of agricultural production; pros· 
pecting; construction; etc. 



Recipient country 

Tunisia 

Sudan 

Indonesia 

Cuba 

Mali 

India . 

Total 

Indonesia 

Iraq 

Syria 

Total 

Ceylon 

Cuba. 

Brazil . 

United Arab Rep. 

Ghana 

Guinea 

Mali 

Somalia. 

Ethiopia 

Tunisia . 

Indonesia 

Brazil . 

Cuba. 

Total 

India •...... 
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Amount 
I million 

28 

22 

5 

5 

12.5 

49 
84 

133 

34 

34 

168 (?) 
3 

~--~· 

171 (?) 

40 

60 

56 
23 

172 (?) 

251 (?) 

14 

10 

10 

30 

10 

5 

40 

10 

17 

Date of 
announcement 

1961 

1961 

1961 

1961 

1961 

1959 
1961 

1956 
1960 

1960 

1957 
1960 

1960 

1961 

1957 
1960 
1962 

1961 

1961 

1961 

1961 

1959 

1961 

1955 

1961 

1961 

APPENDIX TABLE V (continued) 

Period of repayment Purpose 

I. Soviet Union (continued) 

Economic development. 

Economic development. 

II. Bulgaria 

5-10 years Investment goods. 

5-10 years Investment goods. 

5-10 years Investment goods. 

rn. Czechoslovakia 

8 years Foundry forge plant; a heavy machine building plant; electrical 
plant, etc.; investment equipment. 

5 years To facilitate the exchange of goods. 
8 years Equipment for 12 chemical plants. 

8 years Investment equipment. 

2 years Various commodities. 

3 years Credit in commodities. 

Various products. 
2 years 

5 years Investment equipment. 

3-8 years Investment equipment. 

10 years Investment equipment. 

IV. Eastem Germany 

V. Hungary 

To help chemical, pharmaceutical, machine building and other 
projects. 
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APPENDIX TABLE V (concluded) 

Amount Date of 
Recipient country I million announcement Period of repayment Purpose -----

v. Hungary (continued) 

Indonesia 30 1961 5 years 

Syria 17 1960 

Cuba 15 1960 

Brazil. 50 1961 

United Arab Rep. 14 1960 

Ghana 7 1961 

VI. Poland 

India . 30 1960 8 years For economic development: machinery and equipment. 
33 1962 

Total 63 

Indonesia 39 1958 To supply 62,000 tons of ships. 
5 1959 For economic development. 

35 1961 8 years 

Total 79 

Ceylon 17 1960 8 years For economic development. 
10 1960 

Total 27 

Syria 15 1962 8 years For economic development. 

Cuba 12 1960 8 years For economic development. 

Argentina 5 1959 For economic development. 

United Arab Rep. 15 1960 For economic development. 
20 1962 8 years 

Total 35 

Ghana 28 1961 8 years For economic development. 

Mali 8 1962 8 years For economic development. 

Guinea 4 1960 5 years For economic development. 

Morocco 12 1962 8 years For economic development. 

Tunisia 10 1960 8 years For economic development. 

VII. Romania 

India . 11 1958 Equipment and technical assistance and other services for the 
setting up of an oil refinery. 

Indonesia 50 1961 

Cuba. 15 1961 

Brazil. so 1961 

Sources: V. Rymalov, Economic co-operation between the USSR and under-developed countries, Moscow 1961; Dengl i Kredit, No. 6, 1962; direct communi
cations fro~ eastern European Governments and press reports. 
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Chart I 
Exports and imports of developing countries to CMEA area, 1951 to 1961 

In million dollars 

Exports to CMEA 

1951 1952 1953 1954 1955 1956 

1951 1952 
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~~~INDIA 

Imports from CMEA 
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·• MALAYA 0 Other developing countries 
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Chart II 
Exports and imports of 15 developing countries to CMEA area, 1938 to 1962 
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Chapter I 

INTRODUCTION 

1. THE PURPOSE OF THE PAPER 

1. The purpose of this paper is to assess the 
implications of economic groupings of developed 
countries for the trade and development of developing 
countries and to identify the issues on which a con
structive discussion could take place in the World 
Conference. Features of pre-existing preferential 
arrangements will also be analysed in so far as they 
are relevant to these questions. 

2. The creation of economic groupings between 
States that have reached an advanced stage of maturity 
is a relatively new feature of economic history. In the 
past, large regional markets generally resulted either 
from military conquest or from political federation 
and customs unions were mostly used as an instrument 
for the unification of national States. 

3. The post-war European economic groupings
the European Economic Community (EEC), the 
European Free Trade Association (EFTA) and the 
Council for Mutual Economic Assistance (CMEA)
are likely to have important implications for develop
ing countries for two reasons. In the first place, the 
degree and nature of economic integration which they 
envisage-characteristics which differ significantly 
from one group to another are bound to change the 
position of these groupings vis-a-vis third countries in 
general and developing countries in particular. In the 
second place, the direct or indirect association of 
developing countries with the two former groupings 
will have a variety of effects on both associated and 
non-associated developing countries.1 

4. In principle, the first group of problems
namely, the implications of economic groupings of 
developed countries per se-could be examined in 
isolation, with no reference to the pre-existing preferen
tial trading arrangements in which members of EEC 
and EFTA participate. This is not true of the second 
set of problems that arise from various actual or 
contemplated forms of association. For example, 
the new EEC association system cannot be fully 
appraised without an analysis of other preferential 
arrangements linking developed and developing coun
tries and of the pre-existing preferential systems 
linking some EEC countries with their former depen
dent territories. Even more important is the con
sideration that the nature of the pre-existing preferen
tial arrangements may be of special significance for 
assessing the implications of the two new groupings 
for individual developing countries. 

1 All EEC member countries are "developed" (though southern 
Italy is not); EFTA, however, includes Portugal, by many standards 
a " developing " country. 

2. CONCEPTS AND DEFINITIONS: THE GROUPINGS OF THE 
MARKET ECONOMIES 

5. For the purpose of this paper, a distinction will 
be made between "preferential arrangements" and 
"economic groupings". The former include any 
practices contrary to the most-favoured-nation prin
ciple, whether in the field of tariffs, quantitative 
restrictions, State trading or related arrangements 
concerning import trade, but falling short of the 
GATT definition of a free trade area because the 
preferences in question are narrow in scope or do not 
imply duty-free entry for preferred supplies. As far 
as market economies are concerned, "economic 
groupings" include multinational arrangements which 
aim to comply with the GATT definition of free trade 
areas or customs unions. 2 Naturally, the term also 
includes groupings which promote "economic integra
tion" not only through the dismantling of tariffs, but 
also through other measures designed to reduce or 
eliminate the influence of national borders as such on 
economic relations between their members; for 
example, the EEC envisages the free movement of 
labour and capital within the Community, as well as 
the adoption of common policies in various other 
fields. 

6. All the formal devices currently used for 
achieving the preferential treatment of a given source 
of imports or of one export market compared with 
another, were developed in the market economies, as, 
indeed, were the concepts of "customs union" and 
·~ree trade area" themselves. Such devices are based 
on the implicit assumption that, by and large, private 
importers prefer supplies from the cheapest source 
where quality is equal or supplies of the best quality in 
the case of equal prices, irrespective of the geogra
phical origin of the goods.3 For policy reasons, 
however, a Government may introduce measures to 
make goods of a certain origin appear more expensive 
or more difficult to obtain. Tariffs, quantitative 
restrictions and other administrative regulations are 
the obvious instruments which the State can use in 
order to influence the choice of private importers; 
in recent years, tariffs have been re-established in 
industrialized countries as the most important instru
ment of commercial policy for non-agricultural goods. 

3. THE COUNCIL FOR MUTUAL ECONOMIC ASSISTANCE 

7. Such concepts, however, are not applicable to 
the centrally-planned economies where foreign trade is 
conducted as a State monopoly alongside the State 
ownership of virtually all the means of production. 
National economic plans, both short- and long-term, 
are comprehensive, covering production, the domestic 
use of resources and foreign trade. The quantitative 

• The Contracting Parties of GATT have not adopted any formal 
position about the compatibility of EEC and EFT A and the rules 
of the General Agreement. 

• In practice, however, private importers frequently give preference 
to firms in which they have financial interests, particularly if there 
is a fiscal advantage in doing so. 
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regulation of foreign trade is therefore the rule and 
not, as in the market economies, the exception, so that 
the tariffs of the centrally-planned economies have 
virtually no influence on the level of their trade and 
only a limited influence on its geographical pattern.4 

8. It follows that economic groupings of centrally
planned economies must be defined by reference to any 
deliberate measures undertaken for co-ordinating 
national economic plans, rather than by reference to 
the use of tariffs or other policies influencing the 
decisions of private organizations, firms and indi
viduals. In the case of centrally-planned economies, 
integration will result from direct State intervention 
and not, as in the case of western Europe, from the 
response of market forces to government policy 
measures. 

9. The economic grouping created by the Soviet 
Union and the centrally-planned economies of eastern 
Europe,• the CMEA, is one in which economic 
integration is pursued essentially by the co-ordination 
of national production and investment plans. The 
scope of this co-ordination is rising but no attempt 
has yet been made to establish integrated economic 
plans for the CMEA area as a whole. Moreover, the 
CMEA does not possess any supranational powers 
since any member Government may decline to con
form with recommendations endorsed by a majority 
of which it did not form part. 

10. Intensification of intra-trade within the CMEA 
is the consequence of rather than the primary means of 
integration. This does not, however, reduce the 
importance of trade arrangements. On the contrary, 
the successful operation of the system of economic 
relations between the member countries requires that 
trade is conducted in accordance with the decisions 
they take on inter-country specialization. Therefore, 
~he major significance of the CMEA lies not only in 
the co-ordination of production and investment 
policies in sectors of great interest to developing 
l:ountries, but also in the fact that the resulting trade 
agreements commit many of the member countries' 
resources in a definite way and for relatively long 
periods of time. 

11. In principle, the CMEA arrangements provide 
the economic planners of each member country with 
external delivery and purchase commitments that are 
as definite as those which obtain in the country itself. 
Consequently, the planner's natural desire for supplies 
to be under his control tends to apply to the CMEA 
area as a whole. This, together with the incentives for 
intra-trade that result from the similarity of the 
economic and social institutions in the member 

• For a more detailed discussion of this point, see "Trade problems 
between countries having different economic and social systems", 
in this volume. Double-column tariffs have been introduced 
hy some centrally-planned economies, primarily as a reaction to 
the differential tariffs applied by certain market economies. So far, 
the maximum tariff rates have been applied only in a few cases. 

• Mongolia became a member of CMEA in 1962 and Albania 
<eased to participate as a member at about the same time. These 
changes have not been taken into account in the statistical tables 
iJ this paper. 

countries and from the shortage of hard currency, 
influences the practices of the State trading organi
zations, and is reflected in the very high concentration 
of the trade of the member countries on exchanges 
within the area. 

4. ECONOMIC GROUPINGS AND THIRD COUNTRIES 

12. Although the economic groupings are primarily 
concerned with promoting trade and economic co
operation between their members, they have indicated 
in their basic instruments and in other documents 
emanating from their secretariats, their awareness of 
and concern for third countries in general and de
veloping countries in particular. 

13. Thus, the preamble of the Rome Treaty states 
that the contracting parties are "desirous of con
tributing by means of a common commercial policy 
to the progressive abolition of restrictions on inter
national trade", and "intending to confirm the 
solidarity which binds Europe and overseas countries, 
and desiring to ensure the development of their 
prosperity in accordance with the principles of the 
Charter of the United Nations", while Article 110, 
referring to commercial policy, insists on the fact that 
"by establishing a customs union between themselves 
the Member States intend to contribute, in conformity 
with the common interest, to the harmonious develop
ment of world trade, the progressive abolition of 
restrictions on international exchanges and the 
lowering of customs barriers". The communique 
issued at the signature of the Stockholm Convention 
states that "as world trading nations, the countries of 
the European Free Trade Association are particularly 
conscious of Europe's links with the rest of the world. 
They have therefore chosen a form of economic 
co-operation which, while strengthening Europe, 
enables them to take full account of the interests of 
other trading countries throughout the world, including 
those facing special problems of development". 
Moreover, the secretariat of EFTA in a document 
submitted to the Conference draws attention to the 
fact that "although the main aim of EFT A is to 
contribute to intra-European economic integration, 
the Convention was drawn in terms which would not 
disrupt the important and long-establishment trade 
relations with third countries". The preamble of the 
CMEA Charter states that member countries are 
"confirming their readiness to develop economic 
relations with all countries, irrespective of their social 
and State systems, on the principles of equality, 
mutual advantage and non-interference in domestic 
affairs". The paper submitted by the secretariat of the 
CMEA further indicates that "the activities of the 
Council-an open economic organization whose 
member countries are not protected by a uniform 
tariff barrier and do not pursue discriminatory foreign 
trade policies directed against other countries-are 
aimed at promoting constantly expanding economic 
relations between its members and all States desiring 
to develop such relations". 
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5. THE SCOPE OF THE PAPER 

14. From an economic point of view, the nature of 
preferential arrangements and economic groupings 
varies according to whether the participants are all 
developed countries, all developing countries or 
countries from both categories. At the risk of an over
simplification, it is essentially true that groupings of 
developed countries are geared towards improving 
industrial efficiency through increased competition 
and specialization and may thus have a growth effect, 
the importance of which cannot be assessed a priori. 
At the same time, they may have a trade diversion 
effect through the replacement of low-cost supplies 
from outside the area by high-cost supplies from inside. 
Economic groupings of developing countries may also 
increase industrial efficiency by permitting a fuller use 
of existing capacities, but their main purpose is to 
promote economic growth by facilitating industrial
ization and utilization of idle labour. Based on a larger 
market, import substitution can be applied more 
efficiently and to a wider range of commodities, whilst 
permitting the use of foreign exchange earnings pre
dominantly for imports of investment goods. Finally, 
groupings and, more frequently, preferential arrange
ments, that include both developed and developing 
countries tend, essentially, to have a trade diverting 
effect unless no reciprocity is involved, since the 
efficiency of the less-developed partner is hardly 
stimulated and, generally, the effect of the opening 
up of its domestic market to imported manufactures 
is more important than the extent to which its export 
industries can benefit from preferential treatment. 

15. This paper deals only with preferential arrange
ments and economic groupings in which some developed 
countries participate. As defined in the United Nations 
Statistical Classification, the group "developed market 
economies" (Economic Class I) includes "Southern 
Europe", i.e., Greece, Portugal, Spain, Turkey and 
Yugoslavia. For the purpose of this paper, however, 
it was often found convenient to group these countries 
with "developing countries" (Economic Class II) in 
the United Nations classification. The "centrally
planned economies" are defined in accordance with 
the United Nations classification (Economic Class III). 
For the purpose of the discussion, it was implicitly 
assumed that the CMEA included only developed 
countries. The Asian centrally-planned economies are 
always shown as a separate group. 

16. The General Agreement on Tariffs and Trade 
lists in Article 1, paragraph 2, and its Annexes all 
preferential arrangements endorsed by it and which 
may be relevant for this paper-with the exception of 
those including Portugal and Spain, since they were 
not Contracting Parties at that time. These arrange
ments are: 

(a) The Commonwealth (including independent 
countries and their dependent territories); 

(b) The French Union (for a number of territories 
and protectorates, only imports into Metropolitan 
France are affected); 

(c) The dependent territories of the Customs 
Union of Belgium, Luxembourg and the Netherlands 
(for imports into the metropolitan territories 
constituting the Customs Union); 

(d) The United States (customs territory), the 
dependent territories of the United States and the 
Republic of the Philippines; 

(e) The United States and the Republic of Cuba. 
GATT also endorsed two other preferential arrange
ments applying between developing countries.6 

17. Among these preferential arrangements, only 
the Commonwealth and the franc zone will be dis
cussed in detail, partly because of their intrinsic 
importance and partly because of their relevance for 
EFT A and EEC. Preferential arrangements between 
the United States and some developing countries will 
be touched upon only to assess the position of the 
countries concerned or the commodities to which 
they apply. 

18. Very little reliable information exists about the 
arrangements linking Spain and Portugal with their 
colonial empire. In any event, the metropolitan country 
is itself under-developed and, in the case of Portugal, 
does not provide an adequate market for the overseas 
provinces and cannot supply them with many of the 
commodities they need. However, Portugal is in the 
process of establishing full economic integration with 
its overseas provinces. 

19. In western Europe, this paper will be limited to 
two groupings of developed market economies, the 
EEC and EFTA, and will leave out of consideration 
the broader attempts that have been made within the 
framework of the OEEC, and which have a mainly 
historical interest. The European Coal and Steel 
Community and the Euratom will only be examined 
in so far as their existence is relevant to the export 
prospects of individual commodities. 

20. As far as the centrally-planned economies are 
concerned, the discussion will be essentially limited to 
the CMEA. Issues relating to all centrally~planned 
economies will be dealt with in other papers prepared 
for the Conference. 

21. Since the most important and immediate 
concern of developing countries in connexion with 
economic groupings relates to their markets, this 
paper will concentrate on the implications for the 
exports of developing countries. An attempt will be 
made, however, to go beyond the immediately relevant 
issues of tariffs and quantitative restrictions and to 
consider, at least in broad terms, long-term policies 
and trends. 

22. Moreover, particularly in the case of the 
developing countries associated with groupings or 
participating in preferential arrangements, a number 
of wider issues of economic development may arise 
that are not directly related to their export prospects. 

• Between Chile and Argentina, Bolivia and Peru and between the 
l.ebano-Syrian Customs Union and Palestine and Transjordan. 
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Although a systematic treatment of these issues is not 
possible within the limited framework of this paper, 
they will be considered to some extent when an 
attempt is made to assess the position of individual 
developing countries. 

6. OUTLINE 

23. Chapter II, "The main features and general 
implications of economic groupings and preferential 
arrangements", will describe, after a brief historical 
introduction, the main features of the EEC and the 
franc zone, the EFTA and the Commonwealth and 
finally the CMEA. The first of these sections will 
concentrate on the methods of integration among the 
Six and the replacement of the franc zone (and other 
bilateral links} by the Association of Eighteen African 
States. The second section will consider the implica
tions of free trade in industrial goods among the 
Seven and the problems raised by the relations 
between the Commonwealth preferential system and 
the EFTA. In the third section, the description of the 
CMEA activities will be combined with a summary 
presentation of the main features of foreign trade 
planning and organization in the centrally-planned 
economies. 

24. Chapter III, "The implications for various 
commodity groups", presents a detailed analysis of 
the impact of the Common External Tariff, and the 
common agricultural and energy policies of the EEC 
and of the national tariffs as applied in the Free Trade 
Area of the Seven to exports of developing countries, 
respectively, primary products and manufactures. As a 
background for the analysis these two sections give 
also some indications on past and prospec_tive trends 
of imports into the two western European groupings. 
The third section, on the other hand, is almost entirely 
devoted to a summary presentation of past trends and 
long-term prospects of imports into CMEA countries 
from the developing world.7 

25. Whereas Chapter III thus combines the short
and long-term approach, Chapter IV, "The implica
tions for various developing regions and countries", 
is mainly dealing with the short-term implications for 
existing trade flows from developing countries to the 
groupings. This approach implies, by the same token, 
that this chapter concentrates on the EEC arrange
ments which affect or would affect substantial amounts 
of existing imports from developing countries. This 
chapter discusses the particular problems raised for 
the developing member countries of each of the 
three regional economic commissions of the United 
Nations,8 while devoting a special section to the 
position of the Mediterranean region which comprises 
European, African and Asian countries. 

'This section is a summary of another paper presented to the 
Conference, "Past trade flows and future prospects for trade 
between the centrally-planned economies and developing countries» 
and reproduced in this volume. 

• The membership of the Economic Commissions for Latin 
America (ECLA), Africa (ECA) and Asia and the Far East (ECAFE) 
consists almost exclusively of developing countries. 
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26. Chapter V presents first a summary of the 
findings of the paper and then draws some general 
conclusions from them. These conclusions are dis
cussed under two main headings, the first covering 
the "traditional" approach of the elimination of 
trade barriers and the question of preferences, and 
the second dealing with the special position of the 
groupings with regard to desirable structural changes 
in the pattern of world production and trade. 

27. In order to facilitate the use of this document 
an analytical index is appended to permit the identifica
tion of the paragraphs in which various subjects are 
examined. 

Chapter II 

THE MAIN FEATURES AND GENERAL IMPLI
CATIONS OF ECONOMIC GROUPINGS AND 
PREFERENTIAL ARRANGEMENTS 

I. GENERAL PROBLEMS AND LIMITATIONS 
OF THE ANALYSIS 

I. The economic history of the nineteenth and the 
early twentieth centuries yields numerous cases of 
preferential trading arrangements. Some of these 
arrangements were clearly the result of political 
domination (particularly in colonial empires}, whereas 
others were concluded between neighbouring countries 
or between distant countries having a long tradition 
of trading relations. Until the First World War, 
however, the preferential arrangements were limited 
to tariffs and did not produce any rigid and permanent 
groupings that could break the unity of the world 
market. It was only in the wake of the Great Depression 
that the preferential systems of the Commonwealth 
and of the French Empire emerged, as systematic 
attempts to forge separate economic zones incorpo
rating developed and developing countries. During 
the inter-war period, all attempts to integrate the 
economies of certain continental European countries 
failed, but a number of developed countries tried to 
find new markets by tightening colonial preferences 
or by military conquest. 

2. The outcome of the Second World War had 
three major consequences: first, Germany, Italy and 
Japan lost practically all their overseas and European 
conquests; secondly, the countries of eastern and 
south-eastern Europe and eastern Germany ceased 
to be market economies and established strong 
economic and political links with the Soviet Union; 
thirdly, important portions of the colonial empires 
of western European countries became independent 
and others moved towards internal autonomy. The 
corresponding new political and economic pattern 
of the world, characterized by the emergence of the 
group of centrally-planned economies, by self
assertion and political independence of a large number 
of developing countries and by the economic solidarity 
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among western European nations, concentrating on 
internal economic recovery, forms the background to 
the establishment of economic groupings. 

3. The General Agreement on Tariffs and Trade, 
concluded in 1947, endorsed the preferential arrange
ments existing at that time between Contracting Parties 
and between Contracting Parties and other countries, 
but preferential margins were not to exceed their 1947 
level 9 and no new preferences were to be created. 
This meant that, in the future, any new economic 
grouping in which a GATT member participated, in 
principle, either had to take the form of a customs 
union or of a free trade area (as defined by GATT), 
or had to comply with the most-favoured-nation 
treatment. Subsequent attempts to form economic 
groupings among developed market economies have, 
therefore, tried to comply with these GATT provisions. 

4. The considerable interest manifested by 
developing countries in problems of economic inte
gration in recent years can be explained mainly by the 
creation of the two economic groupings in western 
Europe, though the significance of the CMEA for the 
future prospects of the developing countries' exports 
to that area is increasingly appreciated. The new 
impetus given to the issues of economic integration 
also gave rise to a considerable amount of scholarly 
discussion concerning the features, aims, effects and 
general rationale of economic groupings 10• In order to 
clarify the detailed questions which will be raised in 
this paper it seems appropriate to discuss briefly the 
general effects of economic groupings and preferential 
arrangements in so far as they concern developing 
countries and to point to the limitations of an analysis 
confined, so far as the economic groupings of western 
Europe are concerned, mainly to tariffs and quanti
tative restrictions. 

(i) The EEC and the EFTA 

5. These groupings were created by the decisions 
of sovereign States in order to achieve certain broad 
common objectives. This distinguishes them from some 
preferential arrangements which were a result of more 
or less unilateral action. Even in the EEC the member 
States will have very wide possibilities of resisting the 
adoption of policies which are contrary to their 
national interests, but concessions on important 
economic issues can be expected either in exchange 
for other economic concessions or for political reasons. 

6. The economic integration of the two groups of 
western European countries is likely to have two 
different types of effect on trade with the rest of the 
world. On the one hand, in so far as the integration 
process leads to an acceleration in the growth of 
incomes in western Europe, the total demand for 
imports is likely to rise accordingly. On the other hand, 

• In some cases, an earlier date was adopted. 
•• For the most up-to-date review of the main issues at stake and 

the relevant literature, see S. Dell, Trade Blocs and Common Markets, 
London, 1963. 

in so far as the new arrangements lead to a diversion 
of western Europe's demand away from goods which 
had previously been imported from other areas to its 
own produce, trade with the rest of the world will be 
affected adversely. 

7. In most cases it will hardly be possible to 
demonstrate conclusively whether developing third 
countries fare less well or better as a result of economic 
integration in western Europe than would have 
otherwise been the case. It will not be possible to 
measure the extent to which, if at all, economic 
expansion within the area is accelerated by integration; 
and even trade diversion is virtually impossible to 
measure. Some reasonable presumption about cause 
and effect may perhaps be made in extreme cases-for 
example, should imports from non-member countries 
actually decline or stagnate despite rapid growth of 
trade within the EEC or EFT A areas, this would 
probably indicate the predominant effect of trade 
diversion; conversely, if the rate of economic expansion 
were such as to result in a rise of total imports from 
third countries at a rate exceeding that preceding 
"integration", it might at least be concluded that the 
benefits of fast growth within the integration area had 
offset the losses due to trade diversion. In this context, 
it should be pointed out that it is in the very nature 
of economic groupings that-measuring from the 
moment of their establishment-intra-trade should, 
in the long run, increase more quickly than total trade. 
Therefore, if a decline in the share of imports provided 
by third countries is defined as being "harmful", the 
economic groupings would tend to be by definition 
harmful to third countries. 

8. In these conditions the emphasis will be laid 
not on demonstrating the presence or absence of 
"harmful" effects but on examining the relative 
positions of various commodities and various coun
tries with a view to ascertaining to what extent the new 
trading structures created by the economic groupings 
would promote or hamper an adequate increase in the 
export earnings of developing countries for the 
purposes of their economic development. A further 
step will be to draw attention to those aspects of 
economic integration where policy changes could 
materially improve the trading position of the develop
ing countries as a group. 

(ii) Preferential systems 

9. Both the EEC and the EFTA include a country 
which is the leading force in the two major pre
existing preferential systems. The particularity of 
these preferential systems is that they are both of 
imperial origin, i.e., the result of something that can 
be termed a unilateral action, 11 and that they both 
include a considerable number of developing coun
tries. As far as these preferential arrangements are 
concerned, the following general points may be made. 

·~ Th!s is not quite.tru~ for t~e Commonwealth preferential system, 
which . mclude.d. at . Its mcept10n. several developed and sovereign 
countnes part1c1patmg on a multilateral basis. 
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10. The participating developing countries (as 
~ell as their developed partners) have, at various 
times, been able to obtain significant price and volume 
advantages which resulted, during the inter-war 
period, obviously from trade diversion.l2 The adverse 
effects on third countries were reinforced when 
preferences were combined with other measures such 
as technical assistance, grants and loans for basic 
investments, and other facilities to enable the pro
ducers of the developing country to benefit from the 
preferences by increasing their output. 

11. Preferential arrangements provide a more 
flexible framework than do full customs unions for 
accommodating differences in levels of development 
between the participating countries, since they do not 
imply full reciprocity or the suppression of all tariffs. 
In the framework of customs unions and free trade 
areas, su~h ?ifferences can be taken into account only 
by estabhshmg temporary or permanent exceptions to 
the GATT rules. 

12. The possibility of the developing countries not 
reciprocating fully in a preferential system-by 
maintaining protection or not granting preferences of 
the same order as the developed countries-may 
sometimes be only theoretical. In many cases, the 
balance of political and economic power within the 
preferential system was such, in the past, as to prevent 
the developing countries (frequently in a colonial 
status) from taking full advantage of their theoretical 
possibilities. 

13. The creation by EEC of the association system 
raised the issue of new versus old preferences. Preferen
tial systems, whether new or old, are alike in causing 
trade diversion. The difference is that world production 
and trade have already been adjusted to the old
establi~hed system, whereas any new systems, or the 
expansiOn of the scope of an existing system, causes 
new diversions to which new adjustments have to be 
made. On the other hand, the withdrawal of existing 
preferences would cause disturbances in the production 
and trade structure of the developing countries con
cerned, because of the very fact that these preferences 
have been one of the determining factors in their 
development. The problems of the withdrawal of 
preferences in the case of the Commonwealth and of 
their transformation in the case of the franc zone will 
be given special attention in this chapter. 

14. The points made above already indicate the very 
serious limitations of the following analysis. Little more 
than conjectures exist on the effect of changes in 
tariffs per se since a number of other factors operate 
simultaneously. The effect of quantitative restrictions 
is straightforward enough, but information on such 
restrictions is scarce and very difficult to analyse. 
Measures other than tariffs and quotas completely 

" Most of these advantages were often reaped by those nationals 
and companies of the developed country granting the preferences 
who were established in the beneficiary developing country. This, 
nevertheless, does not change the fundamental mechanism of the 
system. 

escape quantitative assessment. In this connexion 
it is necessary to distinguish between "formal" o; 
"legal" preferences and "informal" or "customary" 
ones. The first relate to various types of measures 
taken by the Government of country "A", in order to 
grant more favourable treatment to the flow of goods 
(and also possibly labour and capital) from country 
"B" than from country "C". Preferences of this type 
are normally embodied in the laws and regulations of 
the importing country, although they may not always 
be given wide publicity. Informal preferences, on the 
other hand, either arise from the exploitation of legal 
preferences and therefore add to their effects (such 
informal preferences may also persist after the legal 
preference has been abolished), or they simply reflect 
political, economic and cultural links between various 
countries. Such factors as the membership of a 
common currency area, or common banking system, 
or private business connexions may play a particularly 
important role in this respect. 

15. Formal preferences and, more particularly 
tariff preferences do not, in many cases, provide an 
adequate explanation of the geographical pattern of 
import trade in individual commodities or even of 
the !otal import trade of a country. This, however, 
applies only to the static picture. The introduction of 
new tariff preferences or the increase of preferential 
margins tends to bring about changes in the geogra
phical distribution, which are particularly important 
in periods when, and/or for commodities for which, 
trade is stagnatingP 

16. In connexion with the discussion that follows, 
it has to be borne in mind that the integration move
ment in western Europe is still in a state of flux, and 
that rapid changes are taking place. Both EEC and 
EFTA are still in the transition period, and major 
questions of policy remain to be decided. In the case 
of EEC, particularly, the shape and character of 
future developments depend very greatly on the nature 
of the basic decisions that will be taken on a whole 
variety of subjects, including questions relating to 
agricultural policy and the admission of new members. 

(iii) The CMEA 

17. Turning to the eastern European economic 
grouping, the CMEA, it must again be borne in mind 
that this organization groups together countries with 
ver~ similar social and economic systems and having, 
basically, the same political outlook. As was indicated 
in Chapter I, the present high degree of concentration 
of the trade of the CMEA countries on intra-trade is 
not the consequence of a system of preferential tariffs. 
It has resulted from the planning of their individual 
trade patterns by the member Governments in the 
light of their priorities of resource allocation and 
external conditions. To an increasing extent this has 

"See GATT, The Possible Impact of the EEC, in particular the 
Common Market, upon World Trade. Geneva, December 1957, 
pp. 8-12. 
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TABLE II-1 

Exports of major preferential areas and economic groupings 1957, 1961 and 1962 

(In millions of dollars and in percentages) 

EEC. 23170 32 320 

EFTA. 16180 19070 

CMEA 9 600 14120 

Commonwealth Preferential Areaa 27110 30 361 
of which: 

United Kingdom .. 9 210 10 310 
Canada, Australia, New Zealand, South Africa 9200 10100 
Other overseas 8 700 9951 

Franc Zone ... 6 780 9 190 
of which : France . .5120 7 226 

Overseas 1 660 1 964 

Escudo Zoneb 470 549 
of which : Portugal 288 326 

Overseas11 • 182 223 

Total intra-trade of above 

Total world exports • . . 111 490 133 250 
of which : Exports of developing countries• 25 420 27 640 

Sources: UN Monthly Bulletin of Statistics, March and June, 1963, UN 
Yearbook of International Trade Statistics, 1961, and La Zone Franc en 1961. 

a The sterling area and Canada. 

I> Excluding exports from small Portuguese overseas territories. 

taken place against a background of inter-member 
consultations on future needs and production possi
bilities for particular commodities or groups of 
products, followed by agreed recommendations on 
the development and specialization of production 
within the CMEA area and by the negotiation of 
long-term bilateral trade agreements reflecting these 
recommendations. 

18. The historical development and current policies 
of the CMEA, as reflected in the communiques and 
actions of that body and of its member countries, 
are described in section 4 below. As in the case of the 
western European economic groupings, these policies 
are not decided once and for all. The lively discussions 
of the criteria for planning and management of the 
economy which are in progress in most of the member 
countries, as well as some of the recent decisions of 
the CMEA itse1f, indicate a possibility of far-reaching 
changes in trading policies and trade patterns in the 
future. 

(iv) The statistical picture 

19. In 1961,14 trade within the three groupings of 
developed countries and within the three major 

,. No 1962 figures are available for the escudo area. 

lntra .. trade as percentage 
of total exports 

1957 1961 1962 

34200 7 880 11 850 13 560 34 37 40 

20020 2920 3 780 4020 18 20 20 

15 670 .5 940 8 980 10220 62 64 65 

31 350 11030 12480 12 270 41 41 39 

10620 4 565 4540 4290 50 44 40 
10270 3 098 3 177 3 097 34 32 30 
10460 3 367 4 763 4883 39 48 47 

9444 3 038 3 256 2 904 45 3.5 31 
7 366 1 776 1887 1 480° 35 26 20 
2078 1262 1 369 1424 76 70 69 

131 145 28 26 
75 75 26 23 
56 70 31 31 

30939 40490 28" 30" 

140 600 
29040 6160 6070 6280 24 22 22 

c Excluding Laos, Cambodia and Viet-Nam, accounting for 46 million 
dollars. 

a Total intra-trade of above as percentage of total world exports. 

• Defined as Economic Class II in UN statistics. 

preferential areas accounted for 30 per cent of total 
world exports, whereas tota1 exports 15 of the countries 
belonging to these groupings and preferential areas 
represented 67 per cent of world exports. Whereas 
total EEC exports exceeded somewhat those of the 
Commonwealth preferential area, the intra-trade of 
the latter was still rather higher and only in 1962 did 
the EEC emerge as the grouping with the highest 
intra-trade. On the other hand, while total EFTA 
exports were well above those of the CMEA, reflecting 
substantially higher per capita trade levels, the intra· 
trade of the CMEA was more than twice that of EFTA. 
Despite much lower total exports, the intra-trade of 
the franc zone was almost as important as that of 
EFTA, whilst both the total exports and the intra
trade of the escudo zone were comparatively very 
small. The 1961 picture reveals widely different 
shares of intra-trade in the total exports of the various 
groupings and preferential areas. Globally, the highest 
share was recorded in the CMEA 16 but, within the 
franc zone, the dependency on intra-trade of the 
overseas countries and territories was even higher and 

" After elimination of double-counting for France, the United 
Kingdom and Portugal. 

"In 1961, the share was about the same ror the Soviet Union as 
ror the other eastern European countries, whereas in the mid-fifties 
the latter were much more dependent on intra-trade. 
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that of the developing Commonwealth also quite 
considerable.17 By contrast, the dependency of both 
Portugal and of the overseas escudo zone on intra
trade is quite limited (see Table II-1). 

20. Lack of statistics explains the exclusion from 
the table of the new preferential area formed by the 
EEC and the eighteen Associated Overseas States 
(AOS),18 which largely duplicates the franc zone but 
includes the Congo (Leopoldville), Rwanda, Bu;undi 
and Somalia and excludes the North African countries 
and several dependent franc zone territories. On the 
basis of Table II-2, it seems that, in 1958, the eighteen 
associated countries accounted for only 5 per cent 
of the total exports of the Six to third countries 
whilst the other dependent territories of the EEC 
(including Algeria and Dutch New Guinea) took a 
further 8 per cent. On the other hand, almost 71 per 
cent of the exports of the eighteen associates went to 
the Six, another 2 per cent to each other and 4 per 
cent to the other dependent territories. As far as the 
other depe~dent territories were ~oncerned, the per
centages of mtra-trade were even higher. Nevertheless, 
the trade between the Six and the associates as two 
units accounted for less than 1 Y2 billion dollars, or 
below I 0 per cent of the total. The inclusion of the 
dependent territories other than Algeria would increase 
the intra-trade and its share, without materially 
changing the orders of magnitude. 

21. Even more important than the static picture, 
is the development of the preferential areas' and 

" This share is strongly influenced by petroleum exports from 
sterling countries in the Middle East to the United Kingdom. 

" I'! either 
0 

the former ~elgian territories nor Somalia have 
published reliable trade statistics for recent years and the 1962 data 
or a number of franc zone countries are also unavailable. 

economic groupings' major trade flows in the last 
few years. The most striking feature is the increase 
of the share of intra-trade in all three economic 
groupings and its decline in all the preferential areas. 
This phenomenon is partly connected with a much 
more rapid growth of trade between developed 
countries (which constitute the groupings) than be
tween developing and developed countries (which 
account for an important share of the intra-trade of 
preferential areas). However, an additional explanation 
in the case of both the Commonwealth and the franc 
zone is the attempt at a geographical diversification 
of their exports made by the newly-independent 
countries in both areas. The rapid growth of depend
ence on intra-trade in the developing Commonwealth 
between 1957 and 1961 can be explained essentially 
by the more rapid increase in the petroleum exports 
of dependent territories in the Middle East to the 
United Kingdom than of total exports of all developing 
Commonwealth countries and territories. 

22. Among the economic groupings, the quickest 
rise in the share of intra-trade was registered by the 
EEC and the slowest by the EFTA. However, on 
account of a more rapid growth in total trade, the 
rate of growth of intra-trade between 1957 and 1962 
was the same in the CMEA as in the EEC (72 per cent), 
compared with a rise of 38 per cent in EFTA. It 
should be noted that even the rate of growth of 
EFTA intra-trade was substantially higher than that 
of the total exports of developing countries, which 
grew only by 14 per cent during the same period. 
It is interesting to note, however, that total exports of 
the under-developed countries and territories belonging 
to the three preferential areas grew more rapidly than 
those of all under-developed countries taken together 
although in the case of the franc zone most of th~ 

TABLE 11-2 

From! 

EEC 
Aosa 0 

Dependent territoriesb 0 

of which : Algeria . 

TOTAL 

Exports of EEC and of EEC associates, 1958 

(Millions of dollars) 

All othu 
To- World EEC countrie! 

22 734 8 722 14 012 
1066 755 311 

620 549 71 
488 442 46 

24420 10028 14 394 

of which 

Dependent 
AOS territoriesb 

771 1130 
20 43 
12 4 
11 3 

803 1187 

Exports of the Six to the AOS plus those of the AOS to the Six . . . . . . . . . 0 0 0 0 0 0 1 466 

Exports from the Six to AOS and to dependent territories and from the latter to the Six and to each 
other o 0 o o • o o o o 0 • 0 • 0 0 0 0 • 0 • • • 0 • 0 • • • 0 • • • 0 • 0 0 0 0 0 0 3~234 

Source: EEC, Commerce exterieur par pay•, 1953-19580 

a Including Guinea and excluding former British Somaliland and Southern Cameroons. 

b Including Algeria and former Dutch Guinea. 
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increment was from exports to third countries. In 
spite of the decline of the share of intra-trade and of 
the relatively slow growth of total trade in the pre
ferential areas, the total share of economic groupings' 
and preferential areas' intra-trade in world exports 
increased significantly between 1957 and 1961 and a 
further increase is probable for 1962. 

23. This examination of the global trade figures 
suggests that for various reasons the importance of 
economic groupings in world trade was steadily 
increasing in the last five years, whilst that of the 
existing preferential arrangements has shown a decline. 
Nevertheless, the latter are still of considerable im
portance for the trade of a number of developing 
member countries. Also, the figures imply that the 
share of developing countries that do not participate 
in preferential arrangements has declined considerably 
in world exports during these years, although most of 
this decline was related to the more rapid increase in 
trade among developed countries rather than to the 
more rapid growth of intra-trade in economic groupings 
and preferential areas. 

2. THE EUROPEAN ECONOMIC COMMUNITY AND THE 
FRANC ZONE 

24. The establishment of the EEC raises problems 
for the ,developing countries on two accounts. In the 
first place, the creation of the new common market of 
six highly-industrialized countries was expected to 
change the structure of the world trading system and 
affect their export prospects, not only in commodities 
exported by them at present, but also in those which 
they hope to export in the future. In the second place, 
the association of certain developing countries, 
gradually replacing the existing preferential arrange
ments, was expected to have important implications 
for both these and the non-associated developing 
countries. 

25. This section will first examine the integration 
process within the Six, then the franc zone arrange
ments and other pre-existing preferences and, finally, 
the replacement of these preferences by the associa
tion of eighteen African States with the EEC. The 
association of Greece and Turkey and the background 
of a possible association of other Mediterranean and 
Middle Eastern countries will be covered in Chapter IV. 

(i) The reduction of trade barriers within the EEC 

26. The Treaty of Rome provides for the elimina
tion of tariffs and other restrictions on intra-EEC 
trade and for the establishment of a Common External 
Tariff (CET) against the rest of the world. These 
objectives were to be reached in three stages over a 
period not exceeding twelve to fifteen years. In fact, 
however, the time-table has been accelerated, and pro
gress is now ahead of schedule. By I July 1963, six 
linear cuts in intra-EEC tariffs had taken place, 
bringing these down to 40 per cent of the basic rates 

for industrial products.19 Moreover, the second align
ment of national duties to the CET was advanced to 
1 July 1963, as against the end of the second stage, 
31 December 1965. Quota liberalization in intra-EEC 
trade went hand in hand with reductions in tariffs and 
industrial quotas were abolished on 31 December 1961. 
Quantitative restrictions were, however~ maintained 
on agricultural products and in sectors involving State -
trading. 

27. The impact on third countries of the internal 
tariff reductions and of the gradual implementation of 
the CET has been moderated to some extent by 
deliberate measures. First, the initial 10 per cent cut in 
internal tariffs was extended to all GATT members •. 
(and other countries enjoying "most-favoured-nation" 
treatment) wherever this did not reduce the rate-below 
the level of common tariff; this concession was, 
however, restricted to industrial goods and non
liberalized agricultural products and therefore is of 
little relevance for the exports of most developing 
countries. Secondly, the basis used for the first and 
second alignment of national duties for industrial pro
ducts was the CET reduced by 20 per cent. Moreover, 
the impact of the tariff alignments was eased by 
allowing member countries to grant tariff quotas to 
enable them to maintain certain traditional import 
flows. Finally, manufactures and industrial raw 
materials imported from third countries were in many 
cases freed from quota restrictions. 20 

28. It is far too early to try to assess the impact of 
the tariff and quota changes implemented hitherto 
since they started only in 1959. Table 11-3 shows that 
the share of intra-trade increased rapidly in the last 
four years both in primary commodities and in manu
factured products and the quicker growth in total 
imports of the latter resulted in more rapid expansion 
of the share of intra-trade than the arithmetical 
average of the two broad categories of products. 
Imports of primary products from third countries 
increased relatively slowly (to a large extent because of 
the decline in prices), but still at a significantly higher 
rate than those into EFTA (see Table 11-13) and 
within this category associated countries and terri
tories 21 did not fare any better than non-associated 
countries. In other terms, during this period the 
geographical pattern of trade seems to have been 
definitely influenced by the integration among the 
Six but not by the association of overseas countries 
and territories. 

" According to the original provisions of the Treaty, such a 
reduction need not have occurred before 31 December 1966. Hence, 
progress in the elimination of tariffs is 3 V2 years ahead of schedule. 
For agricultural products, the reductions have been less than 50 per 
cent, but they are still in accordance with the original time-table of 
the Treaty. In any case, tariffs are not the main instrument for the 
regulation of the imports of such products. 

•• For some exceptions, see Chapter III, para. 110. 
11 In the table, Algeria is included in the associated countries and 

territories; the quick increase in imports of primary products from 
this group in 1962 is almost entirely due to the expansion of imports 
of crude petroleum from Algeria. 
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TABLE 11-3 

Trends in EEC imports, 1959-1962 

1958 
(Millions of dollars Index /958 ~ 100 

Itrm 

All commodities 

Total EEC imports 
Intra-EEC imports 
Imports from third countries : 

of which : AOS and AOT . 
Percentage share of intra-~EC in total 

Primary commoditiesa 

Total EEC imports . 
Intra-EEC imports 
Imports from third countries . 

of which : AOS and AOT 
Percentage share of intra-EEC in total 

Manufacturesb 

Total EEC imports . . .. 
Intra-EEC imports .. 
Imports from third countries . 

of which : AOS and AOT 
Percentage share of intra-EEC in total 

Source : EEC Foreign Trade Analytical Tables. 

a SITC sections 0, 1, 2, 3, 4. 

b SITC sections S, 6, 7, 8. 

(ii) The developing countries and the Common External 
Tariff 

29. With the elimination of internal tariffs, a key 
determinant of the extent of trade diversion in EEC 
will be the height of the Common External Tariff 
(CET). The method used by the EEC in establishing 
this tariff was, with certain important exceptions,22 

to take simple arithmetical averages of the national 
tariff rates (taking Benelux as a unit for this purpose), 
a procedure which required upward adjustments for 
the low-tariff countries and downward adjustments for 
high-tariff countries. Regardless of whether or not this 
method satisfies the requirements of Article XXIV of 
GATT,23 the impact of the tariff adjustments on the 
export trade of individual countries and regions may 
vary widely; it will depend, on the one hand, on the 
commodity composition of exports and, on the other, 
on whether exports went predominantly to low-tariff 
members (such as the Benelux countries), where 
tariffs are to be raised, or to high-tariff members 
(such as France and Italy), where tariffs are to be 

" For certain commodities !pecified in Lists B, C, D and E 
mnexed to the Treaty of Rome, maximum rates were to apply. 
Special rates were specified for commodities in List F, and rates for 
items in List G were to be negotiated among EEC member states. 
List G rates were subsequently agreed upon-except for petroleum 
products, for which the Commission has now made proposals. 

"This question was discussed at the twelfth se6sion of the Con
tracting Parties to GAIT, but no final decisions were taken. See 
GAIT, Basic Instruments and Selected Documents, Sixth Supplement, 
Geneva, 1958, pp. 70 et self. 

c.i.f.) I959 /960 /96/ I962 

22946 105.8 129.0 140.2 155.9 
6 790 119.0 149.6 172.6 197.6 

16 156 100.3 120.4 126.6 138.2 
1 546 87.4 107.6 114.6 124.7 
(29.6) (33.3) (34.3) (36.4) (37.5) 

13 912 99.3 114.0 117.6 126.2 
2 345 133.6 133.7 141.1 155.2 

11567 96.4 110.0 112.9 120.4 
1 369 83.1 101.6 108.0 121.6 
(16.9) (19.3) (19.7) (20.2) (20.7) 

8 914 115.7 152.1 171.6 195.9 
4458 120.1 156.0 184.7 215.6 
4456 111.3 148.1 158.3 176.2 

177 117.6 153.1 162.7 148.0 
(50.0) (51.9) (51.3) (53.3) (55.0) 

reduced. 24 In addition, the exceptions to the general 
rule provided under the Treaty of Rome-notably the 
treatment of agricultural products under the common 
agricultural policy, and the rates specified under 
Lists F and G-may be crucial for particular countries. 

30. The structure of the CET accentuates the 
characteristics of tariff regimes imposed by industrial 
countries. Table 11-4 shows that raw materials will 

TABLE 11-4 

EEC: Average tariff incidence on imports from third countries 

(Per cent ad valorem weighted on the basis of 1958 imports) 

Average 
of national Common CEI' 

tariffs as on external minus 
Commodity class I January I957 tariff 20% 

Food 12.5 15.1 12.1 
Raw materials . 4.0 0.1 0.1 
Semi-manufactured goods 6.0 7.0 5.6 
Investment goods 11.9 12.8 10.2 
Other finished manufactures 15.5 17.2 13.8 

TOTAL 8.1 7.6 6.1 

Source : Statistical Office of the European Community, Informations 
Statistiques, 1960, No. 3, pp. 245-246. 

" In theory, the less-favourable conditions encountered on one 
market should, at least, be partly balanced by more favourable 
conditions in another but, in fact, trade flows cannot generally be 
redirected without encountering some difficulties-in building up 
contacts in the new market, adjusting to differences of national 
taste, etc. 
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enjoy, on the whole, negligible tariff rates but that 
duties on imports of semi-manufactured goods are 
approaching the average tariff level and those on 
manufactures-other than investment goods-will be 
the highest, followed closely by those on foods. The 
over-all incidence of the original CET on all categories 
except raw materials was higher than the average of 
the four independent tariffs weighted by the respective 
import values, but this would no longer be true in the 
case of the reduced CET.25 

31. Another feature of the CET, resulting from the 
process of arithmetical averages, is that within each 
broad category of commodities there are relatively 
small differences between the tariffs applicable to 
individual commodities, i.e., very high tariffs on 
isolated items and very low ones on others are both 
quite exceptional. This feature of the tariff has con
siderable significance not only for the negotiations of 
the "Kennedy round" but also for tariff preferences in 
favour of associated countries. 

32. In addition to the effect of the possible across
the-board reduction, the statistical incidence of the 
CET (i.e., the ratio of duties collected to the value of 
total imports from third countries) can also be 
reduced by tariff quotas and suspensions of duties. 
According to the Rome Treaty, tariff quotas can be 
granted either by the Council or by the Commission 
for products which are on Lists B, C and D or on Lists E 
and G, respectively, whenever member countries 
depend to a considerable extent upon imports coming 

\ from third countries, or when a change in sources of 
1 supply or a shortage of supplies within the Community 
: would have harmful consequences for the processing 
~)nd11stries of the member State concerned. In practice, 

the Commission interpreted these provisions in a strict 
sense and granted quotas only when the necessary 
conditions were fulfilled. A calculation for 1961 
revealed that the total value of such quotas represented 
only 1.5 per cent of the value of total imports from 
third countries. 26 The main point about the tariff 
quotas is that they do not in any way alter the nature of 
the CET since they are both temporary and applicable 
only to supplies that are not forthcoming within the 
EEC, 27 but at the same time they do reduce to some 
extent the statistical incidence of the CET -though by 

"The fate of the EEC offer of a 20 per cent across-the-board 
reduction of the CET remains unsettled. In the course of the "Dillon 
negotiations" in GATT, agricultural products were not considered, 
and, as far as industrial products are concerned, the full reduction 
was not applied to a number of products in the absence of equiva
lent concessions from other contracting parties, so that very approxi
mately the "Dillon round" brought down the over-all incidence 
of the CET by some 6 to 7 per cent only. Nevertheless, as men
tioned above, the second alignment of the national tariffs was 
implemented on the basis of the CET minus 20 per cent, and the 
offer of the EEC is valid until 1965 and may be considered in the 
"Kennedy round". 

" See Parlement europeen, Documents de seance, Doc. 76, 1963, 
p. 35. It should be noted that tariff quotas for agricultural com
modities started to be granted only in 1962, after the first alignment 
of the corresponding duties to the CET. 

" This is of course not so in the case of the tariff quotas for 
bananas and coffee, which are part of the Treaty and affect materially 
the CET. 

not more than one half percentage point. It should be 
noted that some tariff quotas, granted in the frame
work of GATT, are to become part of the CET. 

33. After the second alignment to the CET, the 
Commission started granting quotas at a reduced 
rather than zero tariff, in order to facilitate the imple
mentation of the CET in the case of products where 
production within the EEC can be gradually increased. 
On the other hand, it is to be expected that tariff 
quotas on products the output of which in the EEC is 
unlikely to be sufficient, will eventually be replaced by 
a reduction or an elimination of the duty itself. 

34. In the meantime, the Council has also acted 
in response to numerous demands by members for 
autonomous reductions or suspensions, applicable to 
all member countries, of certain CET duties. When 
such suspensions (based on Article 28 of the Treaty) 
are adopted (by unanimous vote), member countries 
are free either to implement immediately the suspended 
duty or simply to align their national duty to the 
suspended common duty. With a very few exceptions, 
suspensions have been granted only for chemical 
products of a highly intricate type which are used as 
inputs by the pharmaceutical and synthetic rubber 
industries of the member States. Therefore, although 
they affect, to some extent, the over-all statistical 
incidence of the CET, their importance for the develop-
ing countries is quite negligible. · 

35. To summarize, the CET presents the following 
features for developing countries other than the AOS: 
relatively few problems for raw materials; problems 
connected with the AOS for tropical foodstuffs; 
significant protection for temperate-zone agricultural 
products whenever tariffs remain the main instrument 
of protection; limited protection for some semi
finished goods and some base metals imported at 
present in large quantities by the Six; and high levels 
of protection for many semi-finished goods and most 
finished manufactures not yet supplied by developing 
countries in significant quantities. 

36. Some indication of the likely impact of EEC 
tariff policies on developing countries can be obtained 
by examining the commodity composition of imports 
from these countries. In Table II-5, seven major 
groups of commodities, accounting for 93 per cent of 
EEC imports from the developing countries, are 
distinguished. About 22 per cent of these imports 
consist of industrial raw materials, 13 per cent of 
tropical foodstuffs and another 6 per cent of agricul
tural products subject to the common agricultural 
policy.28 Other temperate-zone agricultural products, 
the trade of which is to be regulated mainly by tariffs 
(fruits, vegetables, wine, tobacco, etc.) account for 
some 14 per cent,29 and oilseeds, which may be 
indirectly affected by the common agricultural policy 

"Defined in the narrow sense of products subject to arrangements 
involving variable levies. 

" This high share is due to the inclusion in the table of European 
Mediterranean countries. The issues raised by these countries are 
discussed in Chapter IV, section 2. 
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TABLE 11-5 

Commodity composition of EEC imports from developing countries, 1960-1962 

(In percentages) 

Spain, 
All de- Por-
ve/op- tugal, 

ing Greece Yugo-
coun- and slavia, 

Commodity group tries Turkey Cyprus 

Temperate zone agricultural products sub-
ject to the common agricultural policya 5.9 1.0 7.8 

Other temperate zone agricultural pro-
ductsb 14.3 48.0 37.3 

Oilseeds 3.9 0.3 0.2 
Tropical foods and beverages". 13.1 2.5 7.5 

of which : Tea 0.3 
Industrial raw materialsd . 22.3 40.0 21.1 
Petroleum, crude 24.9 
Base metals• 7.1 1.1 6.1 
Others . 8.5 7.1 20.0 

TOTAL imports 100 100 100 

Sources: Tables 111-2, 111-9 and 111-12. 

a Cereal and cereal preparations (SITC division 0.4), sugar (0.61), meat 
and meat preparations (O.ol, 0.11, 0.12, 0.13), dairy products and eggs (0.2). 

b For the definition of this commodity gronp, see Table 111-2. 

account for an additional 4 per cent. Of the remaining 
imports, the share of petroleum is 25 per cent and of 
metals 7 per cent. 

37. The pattern for broad geographical groupings 
of developing countries is also given in Table II-5. 
With the exception of the Middle East and French 
overseas departments, all the regions have a sub
stantial interest in the raw materials group, though this 
is greatest in the case of Asia, where raw materials 
account for almost 46 per cent of exports to EEC 
(with an even higher share for Asian Commonwealth 
countries). The EEC common agricultural policy 
appears to have the greatest potential significance for 
Latin America, since altogether 24.5 per cent of Latin 
American exports to EEC consist of temperate-zone 
agricultural products. At the same time, Latin America 
and the non-associated African countries are the 
regions most likely to be affected by preferences 
granted to associated African countries on tropical 
foodstuffs. The position of the Middle East is unique; 
83 per cent of exports to EEC consist of crude petro
leum and 8 per cent of industrial raw materials, so that 
with present trade patterns it is the area least likely to 
be adversely affected by EEC trade arrangements and 
policies. 30 

38. While the basic features of the CET were 
incorporated in the Rome Treaty itself, the main 
characteristics of the common agricultural policy were 

•• This assumes, however, that when the common energy policy 
is finally adopted no important shift in sources of supply will take 
place. 

AOS 

1.4 

3.7 
10.3 
32.9 

24.8 
1.7 

23.7 
1.5 

100 

French 
over- Developing Common-seas 

depart- wealth countrie.f 

ments In 
and Latin lAtin 

North terri- in in Arne- Other Other Middle A me-
Africa tories Africa Asia rica Africa Asia East rica 

2.7 38.9 1.2 0.6 2.1 4.0 1.3 15.3 

47.1 8.1 4.4 2.9 5.7 9.4 12.9 1.6 9.2 
0.1 5.1 17.1 1.8 6.0 22.3 0.1 0.8 
2.0 29.3 25.5 7.9 13.1 9.8 5.3 0.2 23.5 

0.1 2.2 0.1 0.7 
14.2 7.2 24.3 57.4 17.9 45.0 41.2 3.5 24.8 
27.0 2.3 1.0 13.9 0.5 88.0 9.1 
0.7 8.4 20.2 7.9 0.4 0.5 2.9 8.7 
6.2 3.0 5.0 20.5 62.9 13.3 10.9 5.3 8.6 

100 100 100 100 100 100 100 100 100 

c Coffee, cocoa, tea, spices, bananas and animal & vegetable oils (SITC 
section 4); for detail see Table 111-9. 

d For a list of products covered, see Table 111-12. 

• SITC divisions 67 and 68, excluding 681. 

only adopted for some important products at the 
beginning of 1962 and proposals for a number of 
other products, submitted by the Commission, await 
the decision of the Council. The accompanying 
synoptic table summarizes the main features of the 
regulations already adopted and tentatively outlines 
those of the proposals outstanding. The implications 
of these regulations, an evaluation of the CET on 
non-agricultural products and an assessment of 
quantitative restrictions and other elements of trade 
and production policies affecting the export prospects 
of developing countries for various groups of com
modities is given in Chapter III. However, some general 
features of EEC policies are also relevant to the 
orientation of the economic policies of developing 
countries and will be briefly analysed here. 

(iii) EEC policies in other fields 

39. The EEC is not simply a customs union, but 
a much bolder attempt to establish economic integra
tion, including as it does such elements as the free 
circulation of labour, services and capital, common 
policies for the development of agriculture and 
transport within the area, for internal competitive 
conditions, fiscal measures, credit conditions, intra
member payments and social welfare, and common 
commercial policies in the widest sense towards 
non-member countries.31 Thus, the Action Pro-

"It should be noted, however, that the Rome Treaty does not 
require the application of a common commercial policy during the 
transitional period. Thus, for the time being and with a few excep-
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Synoptic table of regulations enacted under the common agricultural policy of the EEC by commodity groups and of proposals submitted 
by the Commission to the Council of Ministers 

Target Lock-gate prices Intervention 
and towards Refunds Quality Quantita- Import 

Variable threshold third 
Commodity levies prices countries 

Regulations already adopted: 

Cereals (excluding rice) X X 
Pigmeat X X 
Eggs X X 
Poultry X X 
Fruit and vegetables xa 
Wine 
Rice X X 
Dairy products . X X 
Beaf and veal X 
Fats and oils . xa xa 
Proposals outstanding : 

Sugar X X 

a Reference prices. 

b Seasonal import calendars for third countries in the transitional period. 

gramme proposed by the Commission of the EEC 32 

stated that: "The merging and harmonization 
of the statutory framework for economic policy
making and of the individual measures in the member 
States are inherent in the logic of our undertaking. 
While the dismantling of trade barriers between the 
member States leads on to integration of the separate 
economies within a wider European area, the domestic 
economic policies of the six States must also be 
integrated in this wider unit"; and "Integration of 
the economic and social aspects of national policies is 
aimed at in the Treaty of Rome as a means of achieving 
political unity in Europe; for what is being brought 
together, what is here being welded into a community, 
is the policies of the individual States. What we are 
building is a union of member States in the eminently 
political sphere of economics, or more precisely of the 
influence exercised by the State on economic affairs, 
i.e., economic policy"; Furthermore " . _ . such 
integration is the required instrument for achieving 
here and now the political union of Europe within 
a limited sphere, that of economics". 

40. Whilst the Rome Treaty only fixed the scope 
of the common policies to be pursued by the EEC, 
the Action Programme (supported by the European 
Parliament but not formally adopted by the Council 
of Ministers) gives a number of useful indications of 
the general lines of the policies recommended by the 
Commission. It is of the utmost importance for the 
developing countries to have a clear understanding 
of the implications of these policies, for two reasons: 

tions, each member country is free to apply its own quantitative 
restrictions on imports from third countries and to conclude trade 
agreements with them. 

" See Memorandum of the Commission on the Action Programme 
of the Community for the Second Stage, 24 October 1962, pp. 7-8. 

member on control tive re- Customs certifi- Date of e11try 
countries exports measures strictlons duties cates into force 

X 
X X l.VIL62 
X l.VII.62 
X l.VII.62 
X l.VII.62 

X XII X l.VIL62 
X X X l.VII.62 

X X l.VII.64 
X X l.IV.64 
X xe X X l.IV.64 

l.XL64 

X X 

e Only applicable to frozen beef, canned beef and meat preparations 

d Only applicable to olive oil. 

first, these policies are likely to have a major influence 
on the economic development of the Six and, as such 
have to be reckoned with when the developing countries 
are defining their own long-term economic objectives; 
secondly, since there is bound to be a considerable 
degree of flexibility in defining the exact modalities 
of these policies, an enlightened, systematic and co
ordinated action by the developing countries may 
contribute to making them more conducive to economic 
development in the world at large. 

41. Both the common agricultural and energy 
policies combine elements of domestic and external 
trade policies and directly affect a specific range of 
primary commodities. They will therefore be discussed 
in Chapter III, section I. 

42. The policy of the EEC in the field of compe
tition has essentially a negative significance for third 
countries in general and for developing countries in 
particular, for the regulations adopted, or to be 
adopted, even if effective, will be operative only 
within the Community. Nothing will prevent national 
cartels in EEC countries, or even international cartels 
for the EEC as a whole, from pursuing monopolistic 
policies on the world market. 

43. As for general economic policies, there are 
two fields where developments need to be closely 
followed, namely sectoral and regional policies within 
the Six. In the former field, the Action Programme 
states that "the effects which industrial development 
in new countries will have on certain sectors and the 
prospect of increased imports of certain products 
from these countries must also be carefully studied 
and provided against so that the necessary adjustments 
can be made without widespread economic dis
turbance". Studies have been completed, or are under 
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way, for the motor and paper and board industries; 
and for building and public works. Also, in a year's 
time the first results of studies on shipbuilding, the 
electronic industry, farm tractors, nitrogenous ferti
lizers and clothing are expected, and various branches 
of the textiles industry will also be examined. Finally, 
the Commission will eventually turn its attention to 
the remaining branches of industry, starting with 
chemicals (other than fertilizers).33 The important 
question is how far the EEC will be prepared to accept 
the necessary structural changes in its trade with 
developing countries and choose measures which 
facilitate the reorientation and adaptation of declining 
industries, rather than those which seek to protect 
and subsidize the affected sectors. 

44. Regional policy-which is often related to 
sectoral policy 34-is an even more delicate issue since 
the main characteristic of most less-developed or 
declining regions within the EEC is that their products 
compete with low-cost external supplies, frequently 
coming from developing countries. Moreover, whilst 
the existing problems of competition between less
developed regions in the EEC and developing countries 
are serious enough, the potential issues are likely to be 
even more acute. For the most promising line of 
industrial development for the less-developed regions 
within the EEC is, in many cases, in those semi
finished and finished products which are, or might be, 
supplied by developing countries. This is natural, since 
the less-developed EEC regions have several features 
such as ample supplies of unskilled labour, and a low 
degree of processing of locally-produced raw materials, 
etc., in common with developing countries. Even if the 
level of protection provided by the CET and by the 
remaining quantitative restrictions is not raised as a 
support for regional policies, the lending activities of 
the European Investment Bank 86 may encourage the 
production of goods that compete with imports. A 
major question is therefore whether, and how far, 
regional policies will be directed towards the establish
ment of dynamic industries that are less likely to 
compete with actual or potential imports from 
developing countries. Such a constructive policy 
appears to have been followed, to some extent, in 
southern Italy. 

45. In the transport field, the developing countries 
are faced with two issues. The general EEC policy 
issue is that the integration of transport facilities and 
the elimination of transport discrimination within the 
Community should, in the long run, reduce intra-EEC 
transport costs relative to transport costs on imports 
from third countries. A more special issue is that, 
within the framework of the regional policies, the 
transport links of peripheral regions could be im
proved and/or special rates be applied to their trans-

" Ibid., p. 59. 
,. Particularly when, as in the case of the sulphur industry in 

Sicily, a depressed region relies on a singlo industry. 
" Loans totalling S2SO million were approved up to 1962, re· 

presenting a participation in total investments of $1,250 million. 
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portation, in order to remove the cost advantage of 
outside suppliers shipping their goods directly to the 
main EEC markets; such a policy would apply 
particularly to several Mediterranean countries. 

46. In the field of social policies the only com
pulsory measure provided for in the Treaty of Rome 
is the implementation of equal pay for men and 
women, which was to be achieved during the first 
stage of the transitional period; it has, however, been 
considerably delayed and on 30 June 1962 a differential 
of 15 per cent still existed. This policy, together with 
others aiming at the harmonization of social legis
lations, is likely to have a twofold effect. Firstly, it 
should lead to a rise in wage costs-particularly in the 
light manufacturing industries in some countries, 
mainly Italy and the Netherlands-and this could 
have a favourable effect on the export prospects of 
low-wage-cost producers in the developing countries. 
However, it might prove that higher wage costs in 
these industries and countries may result in greater 
pressures for increased protection and/or subsidies or, 
at least, reinforce the opposition to the dismantling of 
tariffs and quantitative restrictions on imports from 
low-wage-cost producers. On the other hand, the 
European Social Fund, which seeks to finance the 
retraining of workers, could become a very useful 
instrument for assisting the necessary structural 
adaptation of industries in the Common Market. 

47. Another aspect of European social integration 
which is of importance to developing countries is the 
free movement of labour within the EEC. Again, it 
is too early to draw any precise conclusions concerning 
the implications of this feature of the Rome Treaty, 
but it might make a powerful contribution to the 
levelling of real wages and of employment conditions 
within the Community. Such a levelling in conjunction 
with large-scale migrations could raise wage levels in 
Italy and the Netherlands and replace part of intra
EEC trade with changes in the pattern of production 
in the various countries.36 Other things equal, the free 
movement of labour and capital within the EEC could 
facilitate the structural readjustments needed both in 
agriculture and in industry, since the corresponding 
manpower movements would not be limited by 
national boundaries. 

48. Thus, the common economic and social 
policies may have a significant impact on the pro
duction and employment pattern of the EEC and on 
its attitudes towards the outside world. Although the 
precise effects of these, still largely undefined, policies 
cannot at present be identified, they are likely to differ 
quite considerably from the results of the national 
policies pursued hitherto. 

(iv) EEC aid policies to developing countries 

49. The Community's policies for aid to develop
ing countries deserve special attention. It was stated 

" The free movement of labour would also imply poorer prospects 
of immigration from third countries, should there be any significant 
decline in the demand for labour in the EEC. 



254 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

in the Action Programme (p. 72) that the Community 
was aware of the responsibilities of industrialized 
countries to aid developing countries. In practice, 
such responsibilities can be shouldered in two ways. 
The first approach consists in granting aid within a 
framework of agreements in association with develop
ing countries. Such an approach implies some kind of 
geographical division of responsibilities among the 
industrial countries; the Community would con
centrate its aid on Africa, the developing countries of 
the Mediterranean region and perhaps the West 
Indies. To some extent, this idea underlay the negotia
tions with the United Kingdom and is also reflected in 
the fact that participation in the Second Convention 
of Association is open to third countries with a similar 
economic structure and pattern of production 
(Article 58). 

SO. The second approach, which might be called 
the "universal" approach, assumes that the system of 
association, whatever its geographical coverage, would 
be only a special case of the participation of the 
Community in the aid programmes of the industrial 
countries. In fact, some elements of the Action Pro
gramme suggest at least a partial acceptance of this 
approach. Thus, the Commission of the EEC con
siders that "the Community should do more to 
advocate in international bodies the methods it has 
put to the test within the Association, in particular 
where the diversification of production, and the 
organized development of economic and technical 
co-operation are concerned". 37 The Commission 
hopes that discussions between the Community and 
the developing countries will become permanent, and 
envisages an over-all policy, based essentially on the 
organization of large, world or regional commodity 
markets, that would reduce the need for preferential 
arrangements for primary products at the EEC level. 
In the meantime, the EEC participates in the efforts 
of the OECD, and more particularly of the DAC, to 
increase and co-ordinate the aid programmes of 
industrial countries. On the whole, it would appear 
that the orientation of the EEC aid policy will be 

., Memorandum of the Commission on the Action Programme of 
the Community for the Second Stage, p. 80. 

_, largely determined by the geographical coverage and 
the scope of the association system and of the already 
existing bilateral commitments of some of the member 
countries. 

51. In 1961, the latest year for which complete 
data are available, contributions to the EEC Develop
ment Fund accounted for less than one-third of the 
multilateral aid granted by the EEC countries and for 
only about 7 per cent of their total net flow of official 
aid to developing countries (see Table II-6).38 

52. The commitments under the Second Conven
tion will increase contributions to the Fund and also 
probably their share in the total official flow. However, 
even if the bilateral flows and other multilateral con
tributions remain unchanged, the share of the Fund 
contributions would not exceed 10 per cent}119 The aid 
programmes incorporated in the associations with 
Greece and Turkey would raise this proportion some
what, without seriously impairing the chances of 
granting aid to other developing countries. On the 
other hand, a substantial expansion of the geographical 
scope of the association system may absorb most of 
the aid resources of the Six. It should be noted that the 
figures of Table II-6 underestimate the relative 
importance and significance of the Development Fund 
for the Associated Countries themselves. This issue 
will be discussed in Chapter IV, para. 57. 

(v) The franc zone before the Treaty of Rome 

53. The main purpose of the association system as 
envisaged in the Rome Treaty was to reconcile the 
special links between some EEC countries and their 
overseas territories with the mechanism of integration 
among the Six. Among these special links, the pre
ferential arrangements of the franc zone were by far 
the most important and the most comprehensive. 

•• Because of the considerable time-lag between authorizations 
and actual spending, the Development Fund disbursed only $17.3 
million. The figures in the table refer to disbursements to the Fund 
and not by it. 

•• In 1961, 85 per cent of the French bilateral aid went to franc zone 
countries, of which more than half went to Algeria and the Sahara 
and less than one-third to the AOS. It is not unlikely that with the 
increase of EEC aid to the AOS, French bilateral aid to the same 
countries will not increase further or may even decrease somewhat. 

TABLE II-6 

The ftow of financial resources from EEC countries to developing countries and multilateral agencies, 1961 

(In millions of dollars) 

Belgium 

Total official bilateral flow, net ... 70 
Multilateral contributions, net ... 23 

of which : to EEC Development Fund 15.7 

ToTAL official flow, net 92 

Source : OECD, The Flow of Financial Resources to Developing Countries 
in 1961, Paris, 1963. 

France Germany ll«ly Netherlands 

870 329 70 30 
73 286 15 39 
45 45 9 15.7 

943 615 85 69 

a Excluding Luxembours, 
~ Including $0.3 million from Luxembouri. 

EECil 

1 369 
436 
130.71i 

1 804 
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TABLE 11-7 

Share of the franc zone in total imports of France, 1929 to 1962 

(In percentages) 

Year Wheat Maize Coffee 

1929 . 19 21 
1930 . 42 14 
1931 . 16 10 
1932 . 31 12 
1933 . 52 45 
1934 . 61 68 
1935 . 67 81 
1936 . 68 75 
1937 52 80 
1938 . 57 96 

1948 . 1 10 
1950 . 90 10 
1954 . 99 25 
1956 . 12 37 
1958 . 96 37 
1961 . 9 0 
1962 . 16 0 

Sources: French trade statistics taken from A Study of Trade between Latin 
America and Europe, UN, Geneva, January 1963, p. 20, and calculations by the 
ECE secretariat. 

54. The starting point of the franc zone is the 1928 
Tariff Law introducing preferences in France in favour 
of its colonial empire and, in those colonial territories 
which did not have to apply a non-discriminatory 
tariff, in favour of France and other French colonial 
territories. From the outset, these preferences were 
accompanied by other measures: discriminatory 
quantitative restrictions were gradually introduced to 
supplement tariff preferences or to operate in their 
absence in the non-discriminating territories; taxes 
raised on certain imports to France were used to 
promote and subsidize overseas production. 

55. These measures, fostering trade within the 
French colonial empire, were reinforced by the Great 
Depression and the implementation of the parallel 
Ottawa preferential system. The considerable effect of 
these measures can be seen from Table II-7, which 
reveals that on the eve of the Second World War 
"imperial self-sufficiency" was practically achieved 
for maize, cocoa and bananas, 40 and was fairly 
advanced for a number of other products. After the 
war, the over-all share of the franc zone did not 
exceed that registered in the late Thirties and further 
increases in the franc zone share of coffee and sugar 
were counterbalanced by the erratic changes in the 
share of cereals and a decline in that of cocoa. 

56. It should be added that, before the war, the 
preferential arrangements helped to create substantial 

" Among the products not listed, preferred supplies of rice (from 
Indo-China) and groundnuts (from French West Africa) also 
acquired a dominant position on the French market. 

3 
3 
6 
9 
9 

10 
10 
17 
22 
32 

89 
71 
68 
73 
78 
75 
71 

Cocoa Sugar Bananas Total imports 

69 11 4 12.4 
74 26 4 12.7 
78 32 6 14.9 
84 33 12 20.9 
84 37 19 23.7 
88 39 33 25.3 
88 42 54 25.8 
89 52 70 28.5 
89 53 99 24.4 
91 61 100 27.1 

100 3 100 28.6 
94 42 95 26.1 
79 82 99 27.3 
82 71 99 23.4 
85 70 100 27.6 
86 97 98 22.3 
82 93 97 20.8° 

Non.- The commodity percentages have been computed from quantities 
while those for total imports were calculated from values. 

a Excluding Laos, Cambodia, Viet-Nam and French Somalia Coast, but 
including Guinea. 

markets for the products of certain French colonial 
territories in other French colonial territories. Thus, 
Indo-Chinese rice and sugar from the West Indies were 
sold to French West Africa, West African coffee was 
sent to French North Africa and North Mrican wine 
to the rest of the empire. On the other hand, the 
production of agricultural and manufactured goods, 
which were already produced in sufficient quantities 
in France, was discouraged in the rest of the empire. 

57. The development of a largely self-contained 
preferential area was stopped abruptly by the war. 
Metropolitan France was occupied and communica
tions with the rest of the empire, and between a number 
of French colonial territories, broke down. Preferential 
tariffs were suspended in French West Mrica and 
Madagascar and, in the chaotic conditions prevailing 
until about 1946, each territory had to obtain its sup
plies and sell its produce where it could. 

58. The situation emerging from the war con
trasted in all respects with that prevailing on the eve 
of the war. In the context of a world-wide shortage of 
primary products, the productive capacity of most 
French colonial territories, as well as of France her
self, was greatly diminished. Thus, France was hardly 
in a position to supply her territories with the most
needed manufactured products and the desperate 
shortage of hard currency made her encourage the 
colonial territories to export as much as possible to 
the dollar market, whilst restricting their dollar 
purchases to the minimum. In short, the colonial 
territories were viewed mainly as a source of soft 



256 INlERNATIONAL TRADE AND-ECONOMIC DEVELOPMENT 

TABLE II-8 

The balance of payments between France and the other parts of tbe franc zone" 

(In millions of new francs) 

1954 1955 1956 1957 1958 1959 1960 1961 

Public transfers (net} +2738 +3 525 +5 267 +5970 +6237 +6 710 +7 557 +8902 
(Public investments)ll (+1484) ( +1 739) (+1 724) ( +2 215) (+2012) (2 553) (2 660) (2 957) 
(Current expenses)!> (+3 080) (+4070) ( +5 640) ( +6 240) (+6 390) ( . . ) ( .. ) ( . . ) 

Private transfers (net) -2498 -2946 -5091 -4888 -5758 -6823 -8103 -9 139 
(Trade balance with franc zone)0 (-1 723) (-1 924) (-1 836) ( -2 492) ( -2 963) (-4 080) (-4 224) (-2 979) 
(Net payment for foreign 

exchange)d . ( -112) (+7) (-323) ( -513) (-401) (+296) (-257) (+318) 
(Invisible}6 • • • (-887) (-1 029) (-2 932) ( -1 879) ( -2 394) (-3 039) (-3 622) (-6 478) 

ToTAL balance +240 +579 

Sources; La Zone Franc en 1958, pp. 214-215 and 292 and LA Zone Franc 
en 1961, pp. 142 and 225. 

a Including Morocco, Tunisia and Algeria. 

b These two items are in gross terms: they include only French public 
investments and current public expenses in other parts of the zone. Public 
transfers in the opposite direction consisted mainly of loan repayments. 

currency supplies and of direct dollar earnings for the 
franc zone as a whole. In these circumstances, the 
production of primary products was greatly encour
aged and stringent quantitative restrictions were 
applied to imports from third countries.41 Moreover, 
the establishment of processing export industries, and 
even those directed towards import substitution, was 
officially encouraged. 

59. This policy had two implications. On the one 
hand, the price level in the franc zone became sig
nificantly higher than that prevailing on the world 
market; colonial territories received higher prices for 
their goods on the French market than elsewhere but 
had to pay higher prices for their imports. In the 
mid-fifties, calculations showed that, on balance, the 
colonial territories as a whole incurred a significant 
loss on account of these price differentials although 
certain territories benefited from them.42 On the other 
hand, in order to promote the general economic 
development of the colonial territories and their 
production of primary products in particular, France 
invested huge public funds in their economic and social 
infra-structure during the first post-war decade. These 
and other public transfers financed both the trade 
deficit of the overseas franc zone and its considerable 
private transfers (remittances and profits) to France 
(see Table 11-8). This movement of funds was con
siderably facilitated by free currency transferability 

" The liberalization of imports which took place in the framework 
of the OEEC was not extended to French colonial territories that 
had a non-discriminatory tariff and only to a very limited degree 
to those having a discriminatory tariff. Liberalization was, however, 
fully applied in the overseas departements. An extreme case of the 
use of these restrictions in Morocco became a case before the 
International Court of Justice at The Hague. 

•• See P. Moussa, Les chances economiques de Ia Communaute 
franco-afrlcaine, Paris, 1957. 

+176 +1 086 +479 -113 -546 -237 

c Imports of overseas countries c.i.f. and exports f.o.b. 

d This includes: net payment for foreign exchange used in trade with third 
countries (negative since the trade balance of overseas countries with third 
countries is also negative), the counterpart of net investments made by third 
countries and the counterpart of American aid and IBRD loans (both positive). 

e Includes, besides the balance of capital transfers and remittances (by far 
the most important items). insurance. freight. tourism, schooling. etc. 

and convertibility within the zone and together with 
the common banking systems this made a significant 
contribution to the informal preferences that charac
terize the franc zone. 

60. After the early post-war period and the Korean 
crisis, several political and economic developments 
affected the franc zone. After the war in Indo-China, 
which followed the much earlier independence of 
Syria and the Lebanon, the centre of gravity of the 
French colonial empire shifted to the African con
tinent. In Africa itself, Tunisia and Morocco became 
independent without, however, leaving the franc zone. 

61. In the economic field the changes were not less 
significant. A buyer's market replaced shortages of 
primary commodities and, within the franc zone, 
supplies of some commodities from overseas terri
tories tended to outstrip demand. Gradually, the 
higher franc zone prices of primary commodities 
ceased to be a mere by-product of acute payments 
difficulties, but became a policy objective in its own 
right.43 This objective could be achieved in many cases 
only by limiting imports into France from the over
seas franc zone and/or compelling the overseas terri
tories to seek outlets outside the franc zone. Depend
ing on the conditions of the world and franc zone 
markets, managed marketing schemes were evolved 
for a number of commodities,44 supplementing or 
replacing tariff preferences and varying in form from 

" In fact, cocoa, cptton, sisal, copra and palm kernel imports 
were liberalized in France in the mid-fifties and this limited severely 
the possibilities of preferential arrangements, particularly since 
duties on these commodities were very low or nil. 

" There were, however, a few important exceptions. Cocoa, a 
traditional source of dollar earnings for the franc zone, continued 
to be traded at world market prices, as did a number ofless important 
commodities-such as tea and jute, etc.-where supplies from the 
franc zone covered only a small fraction of French imports. 
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State purchasing monopolies to gentlemen's agree
ments with cartels of French importers.45 

(vi) The franc zone and the Treaty of Rome 

62. When the Rome Treaty was negotiated, the 
position of France vis-a-vis her franc zone commit
ments was, in a sense, more intricate than that of the 
United Kingdom vis-a-vis the Commonwealth when 
negotiating with the Six some six years later. About 
one-third of her total trade (compared with the 
present two-fifths for the United Kingdom with the 
Commonwealth) was with the franc zone-a closed 
grouping with very few quantitative restrictions on 
intra-trade and significantly higher prices than in the 
outside world. In fact, around 1956, French exports to 
the other members of the EEC were significantly 
smaller, at about one-quarter of the total, than those 
in the franc zone. Of even greater importance for a 
large number of products of the food, light and con
sumer-goods industries, as well as a few investment 
goods, the franc zone market absorbed the major 
part of French exports 46 and sometimes a significant 
part of total French output.47 Whilst the concentration 
on the franc zone market was limited to a selected, 
though important, range of French products, 48 it 
covered virtually the whole range of exports of the 
overseas franc zone.49 

63. It should be borne in mind that, when the 
Rome Treaty was negotiated, the legal status of the 
various parts of the overseas franc zone differed con
siderably and their economic importance also showed 

" A short description of these managed marketing arrangements 
is given in Annex I. 

" A recent calculation (see R. Condomines, Les exportations de 
Ia France vers les pays d'outre-mer en 1961, April 1963, p. 8) based 
on 1961 statistics revealed the following shares of total French 
exports going to the franc zone: More than 80 per cent: beer, manu
factured tobacco and matches, steam and diesel locomotives, 
potassium fertilizer, detergents, cleaning products; 71-80 per cent: 
soap, household linen, furnishings, textiles (artificial), pharma
ceutical products, wooden containers; 61-70 per cent: sugar, tinned 
meat and fish, fats, cotton materials, sacks (jute), underwear, 
household goods, metal furniture, paint, varnish and printer's ink, 
disinfectants and insecticides, sanitary equipment, furnishings and 
bedding; 51-60 per cent: flour and wheat, cheese, groceries, biscuits 
and confectionery, clothing and accessories, footwear, hardware, 
materials for the civil authorities, lorries and utility vehicles, radio 
sets and lamps, telegraph and telephone materials, powder and 
explosives, hydraulic cement, asbestos-cement products; 41-50 per 
cent: metal structures, combustion engines, non-military arms and 
ammunition, medico-surgical products, motor-cycles and cycles, 
tyres, china, wood for building, wrapping paper and paper bags, 
printed material. 

" In 1961, the share of exports to the franc zone in total French 
output exceeded 20 per cent (in quantity) for shoes, sugar, photo
graphic paper, metal hardware and buses; and exceeded 10 per cent 
for cotton and synthetic cloth, soap, tyres, pharmaceutical products 
and insecticides (the latter two in value terms), petroleum products, 
steel tubes, lorries and internal combustion engines (ibid.). Con
sidering that the over-all share of the franc zone in French exports 
decreased from 30 per cent in the mid-fifties to hardly above 20 re
cently, it would appear that in the mid-fifties the percentages given 
in this and the preceding footnote would have been, in general, 
significantly higher. 

"In the mid-fifties especially, French industry was not competitive 
in quite a number of products exported to the franc zone. 

" There were, however, a few exceptions such as alfalfa and iron 
ore in Tunisia, timber in Gabon, phosphates in Tunisia and Morocco, 
etc. 

wide disparities. On the one hand, Algeria, Marti
nique, Guadeloupe, Reunion and Guyane were 
French departments, virtually forming a customs 
union with Metropolitan France; Algeria itself 
accounted for some 37 per cent of France's trade with 
the franc zone. At the other extreme, Morocco and 
Tunisia, accounting together for more than 23 per cent 
of the franc zone's trade with France, were already 
independent. The rest-France's Mrican territories 
together with a few other very small overseas terri
tories-formed what could be termed the "dependent 
franc zone preferential area". This area, accounting 
for one-third of the franc zone's trade with France 
in 1956, was to be covered by the First Convention of 
Association. 

The regional structure of the overseas franc zone's trade 
turnover with France in 1956 

(Percentage) 

Overseas departments 
of which : Algeria . 

Morocco and Tunisia 
All othersa . . . . . 

Total. 

a Excluding Viet-Nam, Cambodia and Laos. 

Source : French trade statistics. 

43.6 
(36.9) 
23.5 
32.9 

100.0 

64. In 1956, there were three ways of reconciling 
the existence of the franc zone with France's member
ship of EEC. The first was to incorporate the overseas 
franc zone in the Common Market, the second to 
isolate the franc zone arrangements from the Common 
Market and the third to create a free trade area 
sui generis between the EEC and the overseas terri
tories, individually or collectively.50 

65. The first approach would have involved 
definite disadvantages, not only for the prospects of 
further industrialization of the overseas members of 
the franc zone, but even for the few established 
industries in dire need of protection and, in any case, 
France's partners would not have agreed to an 
extension of the free movement of labour and the 
common social policies to the overseas territories. 
Nevertheless, integration-less the free movement of 
labour, the common social policy and certain aspects 
of the common agricultural and economic policy
was eventually adopted for Algeria 51 and the overseas 
departments. 

66. An attempt to isolate the franc zone arrange
ments within the EEC would have raised very difficult 
technical and economic problems. The Six had opted 
for a customs union in order to avoid the difficulties of 

" A fourth approach might also have been considered, namely 
the gradual replacement of the franc zone preferences by aid. It 
seems that this approach was given no consideration at that time, 
partly on account of the dependent status of most of the overseas 
franc zone. 

"The Ten-Year Plan ("Perspectives decennales") recognized 
subsequently that the industrialization of Algeria in conditions of 
integration would have called for extremely heavy subsidies to 
replace the protection of infant industries. 
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administering criteria and certificates of origin and 
this would have been jeopardized by any attempt to 
isolate the franc zone market. Nevertheless, the 
authors of the Treaty were compelled to adopt the 
second approach in the case of Morocco and Tunisia, 
and for Viet-Nam, Cambodia and Laos a protocol 
appended to the Rome Treaty permitted the main
tenance of the special customs treatment accorded in 
France; Libyan and Somali exports to Italy, and 
Surinam and Dutch West Indies exports to Benelux 
were similarly treated. In all these cases, Article 10 of 
the Treaty, providing for the free circulation of goods, 
did not apply. It should be noted, however, that the 
declaration of intention appended to the Rome Treaty 
foresaw the association of Morocco and Tunisia, 
indicating that the conditions created by the protocol 
were not meant to last (see also Chapter IV, paras. 130 
et seq.). 

67. Besides the technical problem of customs 
administration implied in the second approach, there 
was also an economic problem; how could France 
compete within the Common Market while paying 
substantially higher prices than her partners for much 
of her food and raw material supplies? That a number 
of processing industries owed their highly profitable 
markets to these arrangements by no means improved 
the competitive position of other French industries 
within the EEC. Finally, whilst the price differences, 
on balance, favoured the French metropolitan econo
my, this was a small gain in comparison with the truly 
formidable burden of French public investment and 
other public expenditure overseas. 

68. This is, briefly, the rationale behind the 
solution adopted in 1957, which consisted of estab
lishing a form of free trade area between the Six and 
the French, Belgian, Italian and Dutch overseas 
countries and territories.52 

(vii) The first Convention of Association 

69. The first Convention of Association, together 
with the relevant articles of the Rome Treaty itself, 
was negotiated rather hastily, essentially between 
France and her partners in the EEC. Signed in early 
1957, its legal basis changed completely after some 
two or three years of partial application and now it 
holds only an historical interest as a background to 
the second Convention of Association. 53 

70. The basic feature of the first Convention was 
that the Six would grant duty-free entry to the pro
ducts of the Associated Overseas Territories (AOT) 
and impose a fairly high common external tariff on 
similar imports from third countries, this preference 

•• With Belgium pursuing a very liberal trade policy in the Congo 
and Ruanda-Urundi, and with the Netherlands permitted, in a 
protocol, to sign the Treaty only on behalf of Dutch New Guinea, 
the only territorY for which association raised problems similar to 
those encountered by the franc zone was Somalia, under Italian 
trusteeship, where there existed stringent foreign exchange retrictions 
in combination with the sheltered marketing of bananas. 

" For a detailed analysis of the Convention, see ECA, The Impact 
of West European Integration on African Trade and Development. 
E/CN.14/72. 

over a wider market replacing the price advantage 
they had previously enjoyed on the French and Italian 
markets. As a limited quid pro quo, the AOT would 
cease to discriminate in favour of the metropolitan 
country and against other EEC countries (as well as 
other AOT) by means of tariffs and quantitative 
restrictions but were permitted to retain non-discri
minatory tariffs. Finally, France's partners would 
share the burden of investment aid by contributing to 
the Development Fund. 

71. The first Convention avoided two fundamental 
issues. Firstly, it did not provide any mechanism to 
facilitate the changeover from the franc zone arrange
ments to the EEC preferential system. However, all 
tropical agricultural products were included in the list 
of agricultural products to which "managed market
ing" could apply and this was considered by France
and feared by certain third countries-as a possible 
legal basis for extending to the EEC as a whole the 
arrangements previously limited to France. In fact, 
such a policy was quite unacceptable to France's 
partners and in view of the rapid deterioration of 
commodity markets, she had no choice but to con
tinue, for the time being, her own managed marketing 
arrangements, supplemented to some extent by the 
timid beginnings of the EEC preferences. 

72. The second unsettled issue was the absence of 
a clear definition of the reciprocal obligations of the 
associated countries. Interpreting the Convention 
literally, nothing could prevent the AOT discriminating 
against the Six en bloc-but of course it had been 
assumed that, as colonies, they would not discriminate 
against the metropolitan country and thus could not 
discriminate against the rest of the EEC either. 
Similarly, the obligation to enlarge annually the 
global quotas given to France's partners in the EEC, 
was based on the assumption that France, the con
tracting party, would provide the necessary foreign 
exchange. It was not foreseen that the AOT might 
become independent and experience balance-of
payments difficulties, or other conditions for which 
quantitative restrictions can be applied. 

(viii) The second Convention of Association 

73. The second Convention of Association differs 
very substantially from the first, both legally and in its 
economic substance, taking into account much of the 
criticism voiced against the first Convention. It is a far 
more elaborate instrument, containing 64 articles and 
seven protocols as against the 17 articles and two 
protocols in the first Convention, and attempts to 
provide an answer for most, if not all, the con· 
troversial issues raised by the first Convention. 

74. The second Convention is concluded between 
independent States-the Six of the EEC and the 
Eighteen of Africa and Madagascar. 54 This implies 

" Apart from the Convention with the Eighteen, another conven· 
tion is soon to be concluded between the Six, to cover their dependent 
territories. Tbis convention will provide for a trade regime essen
tially similar to the one applicable to the AOS, and $70 million of 
aid, but will contain no institutional provisions. 



TABLE 11-9 

Tarift' preferences on products for wbich tile CET will be applied immediately according to tile Second Convention of Association 

(Percentages ad valorem if not otherwise specified) 

Western Germany Benelux France Italy 
(as of J.V.62) (as of l.lV.62) ( O!J of 14. Vl.62) (as of J.lll.62) 

From From From 
member memb~r member 

From or From or From or From member 
Description third associate third associate third associate From third or associate 

BTN tariff mtmber of commodity countries member Pre f. countries member Pre/. countries member Pre/. countries member Pre/. 

08.01 c Pineapple .... 3.6 0 3.6 21.1 17.5 3.6 7.1 3.5 3.6 14.8 11.2 3.6 

1 ex08.01 D Coconuts and 1.5 0 1..5 5.0 3.5 1.5 2.9 1.4" 1.5 8.3 7.0 1.5 
cashew nuts . . 8.5 7.0 1.5 5.4 4.2" 1.2 9.9 8.4 1.5 

1.5 0 1.5 7.8 6.3 1.5 

09.01 A Ia Coffee, not roasted 100 DM 100 DM 0 4.8 0 4.8 18.0 14.0" 4.0 75.8 L/kg 45.50 L/kg 30.3 L/kg 
lOOkg lOOkg Tariff quotas at reduced duties 65.0 L/kg 45.50 L/kg 19.5 Lfkg 

to be applied on implementa- (Applicable to tariff quotas only) tion of the Convention 

(Suspen- 09.02 Tea (other than im- 235DM 235 DM 0 green: 18 14" 4 401 Lfkg 350 L/kg 51 L/kg 
ded as ported in imme- 100kg 100 kg black: 26.4 21" 5.4 or 40.4% or 35% or 5.4% 

with specific with specific with specific 
from diate packings of minimum minimum minimum 
1.1.64) a net capacity of or 364 Lfkg of27S L/ks of 89 L/kg 

3 kg. or less) • . 

09.04AI Pepper: not ground 23.5 17.5 6.0 16.5 10.5 6.0 27.0 21.0" 6.0 395Lfkg 3SOL/kg 45 L/kg 
4.5 0 4.5 or 48% or42% or 6% 

with specific with specific 
minimum minimum 

o£240 L/kg of245 L/kg 

09.06 Vanilla ..... 15.0 10.5 4.5 15 10.5 4.5 8.0 3.54 4.5 740Lfkg 560L/kg 180 L/kg 
22.0 17.5 4.5 
4.5 0 4.5 

0.907 A Cloves, not ground 16.5 10.5 6.0 16.5 10.5 6.0 27.0 21.0" 6.0 6.0 6.0 6.0 
363.30 L/kg 315 L/kg 38.30 L/kg 

or SS% or 49% or 6% 
with with 

specific min. specific min. 
o£275 L/kg of24S L/kg 

ex09.08 All Muscat nuts . . . 23.5 16.2 7.3 16.5 10.5 6 20.0 14.0" 6.0 397.4L/kg 350 L/kg 47 L/kg 
or SS% or 49% or%6% 

with with and 
specific min. specific min. 30.5 L/kg 
of275 Lfkg of 245 Lfkg 

18.01 Cocoa beans . . . 9mxp 7.0 2.0 2.7 0 2.7 3.0 0 3.0 0 0 0 
2.7 0 2.7 
5.5 2.8 2.7 

18.1 15.4 2.7 

Common 
external 

tariff 
reduced (Original) 

9.0 (12.0) 

4.0" (5.0) 

9.6 (16.0) 

10.8c (18.0) 

17.0 (20.0) 

ll.5 (15.0) 

15.0 (20.6) 

15.0 (20.0) 

5.4 (9.0) 

Sources: E/CN.14/STCJ4, 23 August 1962, Appendix Table 1, and infonnation received from the 
EEC Commission. 

a Foods which have not been included in import liberalization measures are liable to duty at a reduced 
rate equivalent to 13/14 of that indicated. 

1:1 The reduction of the CET applies only to coconuts. 
c To be suppressed in application of GATT decision. 
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that, irrespective of the interests of the individual 
countries within the EEC and the attitudes adopted 
by them in the course of the negotiations, no special 
link between groups of associated countries and 
individual metropolitan countries is formally recog
nized. In short, each ofthe Six and each ofthe Eighteen 
have a set of rights and obligations vis-a-vis the 
members of the other group, but no special rights and 
obligations have been acknowledged or created among 
the Six or the Eighteen. Thus, the preferential treat
ment granted by individual associated countries to the 
EEC is not automatically extended to other associated 
countries, although nothing forbids such extension. 
The other main consequence of the new legal basis is 
that a number of common institutionS have been 
established between the Six and the Eighteen, with 
equal rights and participation. These institutions are 
the Council of Association, assisted by the Committee 
of Association, the Parliamentary Conference and the 
Court of Arbitration. However, the new legal frame
work is also reflected in the substance of the Conven
tion which provides for a certain degree of reciprocity 
on the part of the Eighteen. In particular, the Six can 
also benefit from an escape clause. 

75. As far as preferences are concerned, the second 
Convention provides for completely new rules on 
both sides. For a limited number of tropical products 
(see Table II-9) the Six will immediately apply the 
CET and admit exports from the AOS duty-free. 
This measure is actually equivalent to an acceleration 
of the first Convention but with smaller preferences, 
since on most of these items the CET has been signifi
cantly reduced. The actual increase in the preferences 
enjoyed in individual markets of the EEC countries 
is shown in Table II-9, which compares the mid-1962 
tariff position with the CET. The protocols of the 
Rome Treaty that provide for tariff quotas for coffee 
imports by the Benelux and banana imports by 
western Germany remain in force, b'Ut not that for 
Italian coffee imports.55 For all other products, the 
AOS will benefit from the gradual elimination of 
duties and quantitative restrictions among the Six. 

76. The most important feature of the Convention 
in respect of EEC imports is that it provides explicitly 
for the application of world market prices (plus prefer
ences) for exports of associated countries, other than 
bananas.56 The significance of this provision is that 
it could limit considerably the stimulating effect of 
these preferences on output. On the other hand, if the 
aid given to the AOS enables them to become com
petitive in the long run, even the reduced preferences 
may prove to be very significant. 

" The protocol provided that imports would continue to pay the 
former Italian tariff, lower than the original CET. The reduction 
of the CET on coffee makes this concession pointless. 

"Starting in 1963/64 for coconuts, pepper, palm oil, cotton and 
gum arabic, and more gradually for coffee, for which world market 
prices should apply by 1967. However, in the case of rice and sugar, 
the elimination of the franc zone arrangements will be subordinated 
to the elaboration of a common agricultural policy and co-ordinated 
with it in the case of oilseeds. By 1964/65, oilseeds will be sold at 
world market prices even if no common agricultural policy has been 
elaborated. 

77. The regime governing trade flows in the 
opposite direction is not, however, so clear-cut. 
Nevertheless, several obligations on the part of AOS 
can be identified although, as will become clear, much 
will depend on how these are interpreted and applied. 
On the one hand, AOS undertake not to discriminate 
between EEC members, or against EEC members as 
a group, except when they form customs unions among 
themselves. On the other hand, AOS will be allowed 
to protect domestic industries even against imports 
from EEC members. 

78. In practice, the AOS undertake to eliminate 
tariff discrimination between EEC members within 
six months after the application of the Convention. 
At the end of this period, 57 the remaining customs 
duties, and any taxes with similar effects, 58 will be 
reduced by 15 per cent each year. However, before this 
is undertaken, the AOS must communicate to the 
Council of Association their tariffs, specifying those 
duties which are necessary for their economic develop~ 
ment, industrialization or for revenue purposes. The 
EEC can t11en request consultations on these tariffs 
but, after a three months' period, they would be 
tacitly accepted. Increases in duties must also be 
notified and, at the request of the EEC, may be the 
subject of consultations. 

79. The dismantling of discriminatory quantitative 
restrictions between the Six is also modified under the 
second Convention, which provides for their elimi
nation within four years.59 However, quantitative 
restrictions can be retained or established, not only 
for industrialization and development, but also for 
balance-of-payments reasons and for purposes of 
market organization, if they are submitted for prior 
consultations (within two months of the request) and 
to the establishment of global quotas open to all 
EEC members. 

80. A significant innovation of the second Con
vention is the incorporation of elaborate provisions 
for technical and financial assistance, related partly to 
the trade arrangements. Thus, while $500 million of 
the new five-year aid programme will be earmarked 
for economic and social investments, development 
research and training (the latter two objectives were 
not included in the first Development Fund), $230 

"Those AOS that still apply a non-discriminatory tariff [i.e., 
Togo, Congo (Leopoldville), Burundi, Rwanda, and Somalia] need 
not elirulnate their duties at all. Their position will be reconsidered 
after three years. 

"This definition includes, apparently, the non-discriminatory 
"fiscal duties" of the former French colonies, but not the turnover 
tax (taxe representative de Ia taxe sur Ies transactions} which, although 
essentially levied on imports, is supposed to have an equivalent 
impact on domestic production. The latter tax is a very important 
source of revenue in all former French colonies. 

•• The main feature of the rather complicated rules established 
for this is that the base of the global quota is 15 per cent of total 
imports (or 175 per cent of the sum of the 1959 quotas, whichever 
is higher) with no reference to domestic production as previously. 
It should be noted that whilst the AOS did in fact implement the 
first four 10 per cent linear reductions in their tariffs ,provided for 
under the first Convention, the quota enlargements did not always 
quite match the requirements of the Convention. This is why the 
adoption of 1962 as a base would have favoured somewhat countries 
that had not fully observed the first Convention. , 



IMPLICATIONS OF ECONOMIC GROUPINGS AND/OR PREFERENTIAL TRADING ARRANGEMENTS 261 

million will be used specifically to facilitate the tran
;ition to world market prices, partly in the form of 
gradually diminishing deficiency payments and partly 
as investments for diversifying the economy. Further
more, the EEC will be entitled to lend up to $50 million 
~o the Caisses de stabilisation of the AOS, in order to 
minimize the impact of short-term fluctuations in 
world prices. 

81. In contrast to the first Convention, not all of 
the financial aid will consist of grants disbursed by 
1:he Development Fund (grants will total $620 million 
1s against $581 million in the first Fund), but the 
Fund itself will give $46 million of "soft" loans and 
r:he European Investment Bank will lend another 
~64 million to the AOS (or enterprises located in the 
AOS) under its normal lending practices.60 However, 
the grants of the Fund can be used to reduce the 
nterest burden on the bank loans. The total resources 

earmarked for the period of the second Convention 
amount to $800 million (including $70 million for the 
dependent territories), as against $581 million under 
t.he first Convention (which also covered the dependent 
territories). 

82. The second Convention also determines the 
p1inciples to be followed in the field of establishment 
rights. The AOS have to afford nationals and societies 
from each of the Six equal rights and cannot grant 
them a less favourable treatment than that accorded 
to those of third countries, except in the framework of 
regional agreements. However, in the case of each 
activity, the EEC member country has to grant full 
reciprocity (though this only has real implications in 
the case of the liberal professions) and, furthermore, 
the AOS benefit from an escape clause. Such principles 
should facilitate the flow of private capital and know
how to the AOS without them having to rely exclu
sively or predominantly on the former metropolitan 
country. In practice, the regime of establishment 
rights is hardly of importance for big companies which 
are in a position to deal directly with Governments, but 
it.may have some significance for small businesses and 
handicrafts. The real advantages and disadvantages of 
the new system will depend on the conditions under 
which it is actually implemented and, in particular, on 
the interpretation of those rules of the new Convention 
which require a liberal foreign exchange regime in 
respect of investments and related current transfers. 

83. The implications of the second Convention for 
the possible establishment of regional groupings in 
Africa is discussed in Chapter IV, paras. 78 to 84. 

3. THE EUROPEAN FREE TRADE AssociATION AND THE 
COMMONWEALTH PREFERENCE SYSTEM 

(i) The European Free Trade Association 

84. In the face of what they considered the rather 
far-reaching commitments which member countries 

" The second Convention does not specify the particular forms of 
f.nancial aid to certain purposes, so that, with the exception of 
C.aficiency~payments, any project can be partly or totally financed by 
'arious tYP.es of loans. 

of the EEC proposed to undertake at its inception, 
certain other western European countries favoured a 
broader but looser grouping for western Europe. 
Negotiations for such a union failed when it became 
apparent that "The Six" were unwilling to relax the 
ties by which they were to be bound in EEC. The 
result was the formation, in 1959, of the European Free 
Trade Association-comprising the United Kingdom, 
Norway, Sweden, Denmark, Austria, Switzerland and 
Portugal 61 largely as a defensive reaction to the EEC, 
since the agreement of the member countries of EFTA 
to remove tariffs on their intra-trade in industrial 
goods offers them potential gains to compensate for 
any losses which they might sustain as a result of the 
formation of EEC. The uncertainty which has 
surrounded the future of EFTA partly explains the 
comparative lack of elaborate institutional arrange
ments 'and the absence of provisions for common 
economic policies. 

85. The United Kingdom's eventual attempt to 
join the EEC was one cause of the future uncertainty 
of EFTA and, correspondingly, the failure of this 
attempt has given the Association fresh impetus.62 In 
present circumstances it can be expected that the 
original objectives of the Stockholm Convention will 
be attained ahead of schedule. Moreover, there are 
indications that the Seven contemplate the initiation of 
some common economic policies and envisage a 
parallel broadening of the Association's institutional 
arrangements. 

86. Retention by individual EFT A countries of 
their external tariff regimes with respect to third 
countries means that the experience of developing 
countries supplying the EFTA market is to an impor
tant extent linked with the country pattern of their 
exports. This has important implications for Chap
ter III.2 below. Of equal importance is the fact that, 
in contrast to the EEC, there are no specific provisions 
for the redw;:tion or abolition of tariffs on agricultural 
products and fish. 63 Article 23 of the Stockholm 
Convention does, however, provide that in the event 
of any two member States reaching an agreement on 
trade in agricultural products, "any provlSlons 
regarding tariffs contained in such agreements shall 
apply in favour of all other member States"; in the 

11 Finland became associated with EFTA in June 1961. The 
Agreement of association provides for the progressive abolition of 
customs duties and quantitative import restrictions in accordance 
with the time-table set out in the EFTA Convention; Finland has 
also adhered to an acceleration of this time-table. However, a slower 
reduction of duties is provided for some goods in order to take 
account of special problems of the Finnish economy and, for balance
of-payments reasons, Finland is also permitted to retain quantitative 
restrictions on imports of a limited number of goods. Under the 
terms of a bilateral agreement with the Soviet Union, all tariff 
reductions granted by Finland to EFT A countries are automatically 
extended to the latter country too. 

11 This is not incompatible, for example, with the possibility of an 
eventual association between the EEC and Austria and Denmark. 

"The provisions appertaining to these products are set out in 
Articles 21 to 28 of the Stockholm Convention. Items which are 
considered for the purposes of these articles to be agricultural or 
fish are set out in Annexes D and E, respectively, to the Convention. 
However, a few items have been or are to be deleted from the former 
and treated as "industrial" product!!. 
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TABLE 11-10 

EFfAa imports from developing countries by commodity groups, 
1960-1962 

(In millions of dollars and in percentages) 

SlTC code number Commodity group 

0, 1, 4, and 22 Food. 

Section 2 (excluding di- Raw materials . 
visions 22, 28 and 
group 266) 

281, 283 Metalliferous ores 

3 Fuels. 

Divisions 67 and 68 ex- Base metals . 
eluding 681 

Residual Manufactures 

TOTAL 

Source: Tables 111-2, 111-9 and 111-12. 

a Excluding Portugal. 

Million 
dollars 

2164.0 

817.5 

205.5 

1 478.0 

332.3 

648.3 

5 645.6 

Per-
cent ages 

38.3 

14.5 

3.6 

26.2 

5.9 

11.5 

100 

agreements which have been concluded, the only 
action of any significance to developing countries is 
the United Kingdom's undertaking to abolish duties 
on imports of canned pork from Denmark-and 
therefore from the rest of EFTA also. Thus, it can be 
seen that exports to EFT A of many agricultural 
commodities from developing countries will not be 
adversely affected by the Association. If, in 
Table 11-10, the trade not covered by the Convention 
is identified with the "Food" group,64 it is apparent 
that something of the order of a third of EFT A 
imports from developing countries are, for this reason, 
immune. 

87. The problems raised by the relationship 
between EFT A and the Commonwealth preferential 
system present a limited analogy with those posed by 
the association of franc zone countries with the EEC. 
Whilst in the latter case the overseas franc zone 
is associated with the EEC and thus enjoys reduced 
preferences over a larger geographical area, the 
developing Commonwealth is not associated with 
EFT A and can only benefit to a very limited degree 
from an indirect extension of preferences within 
EFTA. This issue will be discussed in this sub-section. 
On the other hand, the Commonwealth will no longer 
enjoy preferential treatment for industrial products 
compared with other EFTA countries on the United 

"The "Food" category in Table II-10 only approximates the 
EFTA agricultural goods category. To conform more closely with 
the latter category further adjustments are strictly needed. Prin
cipally, imports of non-alcoholic drinks, beer, most spirits, tobacco 
manufactures, certain animal and vegetable oils and fats and canned 
pork should be subtracted from the "Food" group; and imports 
of a few crude vegetable and animal materials added back. However, 
when-as in this case-it is the trade of developing countries with 
EFT A that is under examination, these adjustments which, because 
of the need to "match" Brussels nomenclature and SITC would be 
rather complex, are unlikely to change the proportion of agricultural 
goods, as shown in Table ll-10, by more than a few percentage points. 

Kingdom market. This withdrawal of preferences, 
which is discussed in the next sub-section, would have 
even more serious consequences should the United 
Kingdom join the EEC. 

88. Of the remaining trade between developing 
countries and EFT A, more than 80 per cent is 
accounted for by the United Kingdom market (see 
Table 11-12), so that the manner in which, in the short 
run, the developing countries fare as a result of the 
formation of EFTA, depends very largely on their 
experience in this market. At first sight undue depend
ence on the British rather than on the markets of other 
member countries would not seem to augur well for 
these countries. The United Kingdom tariff on 
manufactures tends to be high in relation to the tariffs 
of most other members of the Association, so that in 
the case of these goods it would seem that the com
petitive disadvantage in which third countries are 
placed by the abolition of intra-EFTA tariffs should 
be greater in the British market than in the others. 
Some indication of the relative position of the British 
manufactures tariff can be gained from Table II-11. 

89. However, there are several important factors 
that modify the impact of EFTA upon developing 
countries taken as a group. First, many of the duties 
charged on goods that developing countries supply are 
low; secondly, there is frequently a lack of competitive 
supplies within the EFT A region; and thirdly, some 
countries enjoy Commonwealth preference on the 
British market-though it should be remembered that 
these preferences can also have adverse effects on 
other developing countries.65 However, these con
siderations operate with varying degrees of strength 
according to the class of commodity. 

90. In 1960 the British market accounted for about 
84 per cent of developing countries' exports of raw 
materials to EFTA (Table II-12). These are either 
subject to zero tariffs, as in the case of natural rubber, 
wool, cotton and jute, or to very low ones-a picture 
which, in general, also holds for the rest of EFT A 66_ 

and about 70 per cent of these imports into the United 
Kingdom from developing countries are made up of 
natural rubber and textile fibres. As can be seen from 
the table, developing countries' exports of metal
liferous ores to EFT A are particularly concentrated 
on the British market where no tariff is levied, and 
zero tariffs also apply to these commodities in most 
other member countries.67 Fuel imports into the 
United Kingdom are virtually all petroleum or 
petroleum products, in fact mainly crude petroleum on 
which there is a specific duty applying also to Com
monwealth imports. There are no alternative oil 
supplies within the EFTA region and oil's major 
competitor, coal, will barely increase in competitiveness 
as a result of the formation of the Association since 

"In most cases, the preferential rates are zero; see below. 
•• In Portugal, certain specific duties are levied on these com

modities, and in Switzerland, some very low tariffs-usually less 
than 0.5 per cent-are imposed. 

" Portugal and Switzerland levy duties not exceeding 3 per cent 
and 1 per cent, respectively. 
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TABLE II-ll 

Average tarifl' levels for selected manufactures in EFI'A countries 

STTC Commodity group Austria Denmark Norway Portugal Sweden Switzerland UK 

5 Chemicals . . ~ . - . . . . . . 13 4 10 23 5 6 15 
61 Leather, leather manufactures and furs 16 11 20 n.a. 8 7 16 
62 Rubber manufactures . . . . . . . . 26 8 14 37 10 7 21 
63 Wood and cork manufactures .... 16 4 9 44 4 11 15 
64 Paper, paperboard and manufactures thereof . 16 6 8 24 6 19 13 
65 Textile yarn, fabrics and made-up textiles 20 9 15 74 12 10 23 
66 Non-metallic mineral manufactures . 18 5 8 36 8 10 17 
67 Silver, platinum, gems and jewellery 12 5 5 22 3 2 11 
71 Machinery, other than electric 18 6 10 14 9 6 17 
72 Electrical machinery . . 21 8 13 21 10 5 23 
73 Transport equipment . . 21 8 22 32 13 13 25 
81 Building parts and fittings 22 8 11 30 7 11 15 
84 Clothing ....... 20 19 24 42 12 11 26 
86 Professional, scientific and other instruments . 9 3 9 26 5 3 27 

Source: Political and Economic Planning. Atlantic Tariffs and Trade, 1962. 
NOTE.-For each country, the above are derived as unweighted averages of the tariffs for components of each product group which obtained at the beginning 

of 1960. These averages are based on "most-favoured-nation rates» which are not granted in all cases to underdeveloped countries. 

TABLE II-12 

Exports11 to EFI'A and the United Kingdom by major category, 1960 

1959 
Exports to 

Total Other Total Other 
Exports from EFTA UK EFTA EFTA UK EFTA 

Food . ... EFT A intra-trade . 525 394 131 565 425 140 
Developing countriesli 1600 1280 320 1 595 1275 320 
Other developed countriese . 2796 2172 624 2928 2244 684 

Raw materials . . . . • EFTA intra-trade ••.. 338 224 114 408 270 138 
Developing countries .. 835 710 125 825 690 135 
Other developed countries 1 088 820 268 1299 945 345 

Metalliferous ores .. EFT A intra-trade . . . . 58 48 10 73 62 11 
Developing countries .. 153 140 13 174 157 17 
Other developed countries 235 146 89 308 200 108 

Fuels ••••..... EFTA .....•... 158 1 157 189 1 188 
Developing countries .. 1024 839 185 1068 868 200 
Other developed countries 519 131 388 595 150 445 

Base metals . . . . . . EFTA . ,. ......... " 269 61 208 355 93 262 
Developing countries .. 247 219 28 302 254 48 
Other developed countries 848 338 510 1305 606 699 

Manufactures .... 4 • EFTA ••.•..... 1611 279 1 332 1 831 335 1496 
Developing countries .. 333 291 42 402 357 45 
Other developed countries 4 717 1 542 3175 5 884 2055 3 829 

TOTAL" . . EFTA ....•. . . . 2990 1010 1980 3 451 1186 2265 
Developing countries .. 4207 3495 712 4406 3 636 770 
Other developed countries 10 265 5185 5080 12394 6220 6174 

Source: GATT. lnternatlanal Trade 1961, Tables II, m and IV. c GATT group "Industrial Areas" plus Australia, New Zealand and South 
11 MilUons of doUars, f.o.b. Africa. 

li GATT group "Non-industrial Areas" tess Australia, New Zealand and d Including residual. 
South Africa. 
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already it bears a zero duty in all member countries 
apart from Switzerland and Portugal, where the duties 
are 1 per cent and 10 per cent respectively. 

91. EFTA imports of base metals from developing 
countries consist almost entirely of non-ferrous metals 
and imports of copper, in an unwrought form, account 
for 95 per cent of these. 68 The tariff on this item is zero 
in Denmark, Norway, Sweden, Austria and the 
United Kingdom, and ranges up to 1 per cent in 
Switzerland and 3 per cent in Portuga1.69 It would 
seem, therefore, that the threat to the trade of develop
ing countries in the above categories of goods as a 
result of the formation of EFTA should not be 
serious. It is developing countries' exports of manu
factured goods, constituting about 10 per cent of their 
total trade with the Seven, that are mainly threatened 
by EFTA. For these goods, the tariffs retained against 
third countries are generally substantial and, of 
course, competitive products will frequently be 
available in member countries. Moreover, the method 
of analysis used above, based on an examination of 
the threat to developing countries' existing trade 
flows with EFTA, is especially inadequate in the case 
of manufactures. For in this case concern must be 
directed not only-or even mainly-to existing flows 
but at EFTA's impact on the potential future market 
for these goods.70 It will be seen that, to a certain 

.. The UK imports some very small quantities of pig·iron from 
this group of countries. 

" Though in the United Kingdom unwrought alloys are subject 
to a 10 per cent duty. 

•• See also Chapter III, paras. 110 and 111, where some con· 
side ration is given to the impact of quantitative restrictions on exports 
from developing countries to EFT A. 

extent, these adverse effects might be modified by the 
fact that fairly large quantities of manufactured goods 
enter the British market duty free from developing 
member countries of the Commonwealth. However, 
as high a proportion as 22 per cent of manufactures 
entering the UK from developing countries do not 
enjoy preferential treatment and they, together with 
the imports of other member countries from developing 
countries, will in many cases find themselves at a 
substantial competitive disadvantage compared with 
comparable products produced within EFTA. 

92. EFTA tariff reductions have now been acceler
ated to the point where they are only 50 per cent of the 
basic tariffs, even though the first cut took place as 
recently as the beginning of 1960. Nevertheless, it is 
still too soon to determine whether the findings of the 
above analysis, based on the commodity pattern as it 
existed at the beginning of this decade, will be con
firmed by events. In the first place, trade trends can be 
recorded only for the period covered by the initial 
cuts; secondly, it is likely that, if the above con
clusions are to be invalidated by events, the adverse 
changes in the developing countries' share of EFT A 
markets will take place only as the reductions bite 
deeper into the tariffs (the accelerated reductions now 
provide for further 10 per cent cuts at the beginning of 
1964, 1965 and 1966, with a final 20 per cent reduction 
at the end of 1966); thirdly, it must be borne in mind 
that the tendency for general tariff levels to be reduced 
under the aegis of the GATT has continued through 
this period. With these qualifications, it can only be 
claimed that, as yet, the data presented in Table 11-13 
show no indications of any great intrusion by intra-

TABLE II-13 

Trends in EFTA imports, 1959-1961 

1959 
(million Index 1959 = 100 US dollars 

Item c.i.f) 1960 1961 1962 

All commodities 
Total EFr A imports 20024 115.3 117.6 122.8 
Intra-EFTA imports . 13140 115.5 125.9 134.5 
Imports from third countries 16 884 115.3 116.0 120.7 
Percentage share of intra-EFr A in total (15.7) (15.7) (16.8) (17.2) 

Primary commoditiesa 
Total EFrA imports 11423 107.6 105.8 109.2 
Intra·EFrA imports . 1206 112.8 111.2 115.9 
Imports from third countries 10 217 106.9 105.2 108.4 
Percentage share of intra-EFr A in total (10.6) (11.1) (11.1) (11.2) 

Manufacturesb 
Total EFr A imports 8 555 125.3 132.8 140.6 
Intra·EFr A imports . 1932 116.4 134.1 145.5 
Imports from third countries, . 6 623 127.9 132.4 139.2 
Percentage share of intra-EFr A in total (22.6) (21.0) (22.8) (23.4) 

Source: OECD Statistical Bulletins, Foreign Trade, Series C, Vol. II. 
a SITC sections 0, I, 2, 3, 4. 
11 sqc sections s, 6, 7, s. 
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EFTA trade into the share of the market supplied by 
other countries. 71 Taking all commodities, EFTA's 
share rose by only one-and-a-ha1f percentage point 
between 1959 and 1962, and it is perhaps significant 
that the corresponding decline in the share of third 
countries was almost as large in the case of primary 
commodities-which should remain largely unscathed 
by the formation of EFTA-as in that of manu
factures. 

93. One respect in which the above review is 
incomplete is that, implicitly, it is based on the 
assumption that, as a result of the formation of EFTA, 
no special factors would affect trade in goods which 
traditionally are imported by members from third 
countries and then processed in varying degrees 
before being exported to other member countries.72 

Such special factors arise from the application of the 
origin rules which are provided for in the Stockholm 
Convention. An attempt is made below to assess the 
impact on third countries of the relevant provisions of 
the Stockholm Convention. 

94. If the Association had formulated no origin 
rules, there would be an incentive for "industrial" 
imports into the area to gain access via the countpr 
with the lowest tariff and then be distributed duty free 
to the other member countries; in short, there would 
be "trade deflection" and an accompanying under
mining of certain member countries' tariffs. At the 
other extreme, an origin rule which prescribed that 
only those goods with a 100 per cent EFTA content 
could be traded duty free would cause considerable 
harm to both outside suppliers and to the economies 
of member countries themselves, since it would sub
stantially reduce the size of the traditional indirect 
trade flows. In practice, the EFTA origin rules (set 
out in Article 4 of the Convention) attempt to follow 
a middle course and have been drawn up so that "they 
will not interfere with normal trade with third coun
tries". They are: 

(a) that the goods in question have been wholly 
produced within the area of the Association; 

(b) that they fall within a description of goods 
listed in the Process Lists which form Schedules I 
and II to Annex B and have been produced within 
the area of the Association by the appropriate 
qualifying process described in those Lists; 

(c) that, in the case of goods other than those 
listed in Schedule II to Annex B, they have been 
produced within the area of the Association, and 
that the value of any materials imported from 
outside the area, or of undetermined origin, which 
have been used at any stage of the production of the 
goods does not exceed 50 per cent of the export 
price of the goods. 

71 To a certain extent, the rise in the share of intra-EFTA trade 
may have been restrained by the slower rate of over-all economic 
growth in that area than in the EEC, and perhaps also by the un
certainty which, from time to time, has attached to the continued 
existence of the Association. 

" This will be referred to as indirect trade. 
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In fact, major significance attaches to (b) and (c) 
since a good cannot be wholly produced without also 
meeting the "process" and the "percentage" rules; 
and the basic principle for determining EFTA origin 
can be identified even more precisely as (c), the 
percentage rule, for Schedule I is merely intended to 
simplify the origin procedure by avoiding the need to 
calculate the percentage of non-EFTA materials.73 

However, in the case of Schedule II (which unlike 
Schedule I does not provide for entry under the 
percentage rule as an alternative to qualifying on a 
process basis), it would seem that the result is more 
than a mere simplification of the percentage rule: it 
was felt that a 50 per cent EFTA content did not 
provide sufficient safeguards for the member countries 
in the case of textiles and clothing, to which the 
Schedule mainly refers-thus "the qualifying pro
cesses for this sector require a fairly substantial degree 
of transformation within the area".74 The Basic 
Materials List, of a wide range of raw materials that 
are mainly supplied from outside the area and which, 
for purposes of calculating EFT A content, are con
sidered to be of EFT A origin, completes the picture of 
the origin rules. This list is an important element in 
the origin rules since the set of qualifying processes 
were, to a large extent, based on its coverage. 

95. It has been pointed out that, although they 
were intended to preserve existing trading patterns, 
the origin rules might affect adversely developing 
countries' indirect trade with EFTA.75 It is argued 
that, in order to qualify for EFTA treatment, some 
producers in the member countries will have an 
inducement to raise the degree of processing to which 
they subject imported raw materials at the expense of 
processing industries in third countries; in reply it has 
been pointed out that the wide range of raw materials 
included in the Basic Materials List will mean that 
such a reaction on the part of EFTA producers would, 
in general, be pointless. However, whilst the Basic 
Materials List may be a liberalizing factor in this 
respect, it may nevertheless prove harmful to pro
cessing industries in third countries (to a certain 
extent) by allowing goods which have only been 
subject to slight processing by an EFT A member to 
be traded duty free and, therefore, more competitively 
within the Association. As yet there have been no 
formal complaints from third countries to suggest 
that there has been any substantial damage to their 
processing industries as a result of the EFTA origin 
rules. On the other hand, the absence of complaints 
about trade deflection from member countries suggests 
that the origin rules have not operated in such a way 

" As a by-product, however, it might tend to liberalize the origin 
rules somewhat since, in the case of this Schedule, goods can enter 
on the basis of a fulfilment of the process criterion, or, as an altern
ative, on the basis of the percentage rule. This suggests that some 
goods might be traded duty free between member countries even 
though their EFT A content is less than 50 per cent. 

,. EFTA Bulletin, Apri11961, p. 10. 
" See GATT, Basic Instruments and Documents, Ninth Supple

ment, pp. 70 to 87. 
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as to favour to any large degree indirect trade from 
third countries. 76 

96. By choosing an origin rule of less than 100 
per cent EFTA content in an attempt to mitigate the 
impact of EFT A on third countries, the possibility of a 
certain degree of discrimination as between supplies 
from various third countries is admitted. If it is 
assumed that each member country of a free trade area 
levies an identical duty (commodity and countrywise), 
but that one member country applies a zero tariff to 
imports from a preferred third country, then with an 
origin rule of less than 100 per cent this third country 
will be in a better position vis-a-vis the free trade area 
than other outside suppliers-exports from these other 
suppliers being subject to the uniform duty, exports 
from the favoured country would tend to percolate to 
the whole EFT A area by means of trade deflection. 
The question of discrimination as a result of the 
operation of the rules of origin-along the lines 
discussed above-has been raised mainly in con
nexion with the United Kingdom's ties with the 
Commonwealth preference area, though the possibility 
of Portuguese colonies gaining similarly at the expense 
of other third countries has also been raised. 77 It is 
important to distinguish two directions in which this 
discrimination could operate. Firstly, there may result 
discrimination in favour of Commonwealth suppliers 
to the United Kingdom and against suppliers to the 
other countries of EFTA; secondly, there may be 
discrimination in favour of Commonwealth suppliers 

" Article 5 of the Convention provides that "the Council shall 
keep under review the question of deflections of trade and their 
causes" and "if a deflection of trade of a particularly urgent nature 
occurs, any Member State may refer the matter to the Council". 
Then the Council "shall take such decisions as are neeessary in 
order to deal with the causes of deflection of trade by amending 
the rules of origin ••. or by such other means as it may consider 
appropriate"; paragraph 3 of Article 5 authorizes, in addition, 
certain interim measures. 

"See GATT, foe. cit. 

to the United Kingdom and against other non-EFTA 
countries which export goods to that country. 

97. The first type of discrimination does not seem 
to be of great practical importance. Many com
modities enter the United Kingdom duty free, so that 
Commonwealth preference does not exist; and over 
another range of goods Commonwealth preference in a 
relatively high tariff country needs to be set against 
the absence of preferences in low tariff countries-so 
that the net difference will often be quite small; and 
where the preferences are so significant-as in the case 
of manufactured goods-that they might otherwise 
have given rise to effective discrimination, the rules of 
origin should operate to limit intra-EFTA trade and 
thereby, in practice, minimize the discrimination. 
However, even if discrimination of this type does 
arise, the group of countries in favour of which 
discrimination does occur has a higher proportion of 
developing countries (accounting for about 47 per 
cent of the trade) than has the group of countries which 
might conceivably suffer (about 11 per cent) (see 
Tables Il-14 and II-12). 

98. Discrimination against non-Commonwealth 
supplies to the United Kingdom could arise, as a 
result of the interaction of the Commonwealth 
preference area and EFTA, in the following way. 
When drawback is granted, a manufacturer has no 
incentive to discriminate between foreign suppliers of 
his raw materials and semi-finished products in the 
case of goods which are to be re-exported. However, 
as it stands, the Stockholm Convention provides for 
the ultimate elimination of drawback, as a con
sequence of which the manufacturer would try to use 
raw materials and semi-finished products which are 
subject to the lowest tariffs. In short, with the dis
appearance of drawback there would arise new 
incentives for a British manufacturer to use raw 
materials imported at preferential rates for the 
production of goods to be exported to the rest of 

TABLE II-14 

Non-EFfA source exports to the United Kingdom, 1960 and 1961 

Commonwealth Preference Area~~ . . 
of which : Industrialized countriesc 

Developing countriesd . 
Other non-EFTA countries" .... 

of which : Industrialized countriesc 
Developing countriesd . 

TOTAL" ••.•••••••••• 
of which : Industrialized countriesc 

Developing countriesll .. 

Sources : UN Monthlp Bulletlll, Iun~ 1963; UN Commodity Trade Statistics. 
ll Oveneas sterling area plus Canada. 
b Excluding Economic Class ill and BFTA. 

Million 
dol/drs 

4705 
2495 
2210 
5165 
3735 
1430 

9870 
6230 
3 64() 

1960 

Percentage 

100.0 
53.0 
47.0 

100.0 
72.3 
27.7 

100.0 
63.1 
36.9 

Million 
dCIIlars 

4650 
2490 
2160 
4850 
3 500 
1350 

9500 
5990 
3510 

c Economic aass I, less BFT A. 

d Economic Class n. 

1961 

Percentage 

100.0 
53.5 
46.5 

100.0 
72.2 
27.8 

100.0 
63.1 
36.9 
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EFT A. 78 The considerations which suggested that 
discrimination of the first variety would probably not 
be severe, apply with less force in this case. Never
theless, on the basis of Table 11-14, only a small drop 
from 52.3 per cent to 51.1 per cent in the share of non
Commonwealth imports in the total supplies by third 
countries can be detected between 1960 and 1961. 
Again, if discrimination of this type should arise, the 
trade of the group of countries in favour of which 
discrimination would occur has a higher proportion of 
developing countries' trade (accounting for about 47 
per cent of the trade) than has the group of countries 
which might suffer (20 per cent). 

99. Finally, Portugal's rather special position needs 
to be examined. Faced, on the one hand, with a pro
spect of the formation of regional groupings that 
would place its products at a competitive disadvantage 
in western European markets and, on the other, with a 
chance of duty free access to certain markets should it 
join one of these groupings, Portugal sought entry to 
the EFT A rather after the manner in which other 
southern European countries have sought association 
with EEC. The incentive to join was reinforced by the 
special treatment which the other member countries 
were prepared to grant in recognition of the fact that 
in many respects Portugal cannot yet be regarded as a 
developed country. In particular, Portugal is to enjoy 
a longer transitional period for the abolition of most 
of her tariffs, and during this period infant industry 
protection can be imposed; certain quantitative 
restrictions on exports can also be retained.79 

100. There seems little ground for fearing that 
Portugal, producing goods that might be com
petitive with those supplied to EFTA by developing 
countries and in conditions resembling those which 
exist in developing countries, will cause any significant 
injury to the trade of the latter. In 1962, Portuguese 
trade with other member countries of EFT A was less 
than 2 per cent of the exports of developing countries 
to the Association. In the case of foods and raw 
materials, the external tariffs of member countries are 
so low that significant gains at the expense of develop
ing countries are unlikely. Portuguese manufactures 
may gain somewhat in the EFTA markets, but even for 

" It can be seen that such discrimination hinges on the elimination 
of "drawback", provided for in Article 7 of the Convention. 
"Drawback" is the device by which an exporter is compensated 
for import duties which were paid on goods imported into the 
country and that are now embodied in goods being exported from 
the same country. If duties collected on raw materials were refunded 
when the resulting manufactures were exported and, at the same time 
free-trade-area treatment were given to these manufactures, the~ 
might be an artificial incentive for each member country to manu
facture for the others and to import from other members the manu
factures it needs for its own use. The elimination of drawback means 
that goods entering EFT A are subject to the tariff applicable in the 
country where they first enter the area, rather than that applicable 
at their ultimate destination. In fact, however, the Convention 
makes no transitional provisions for the elimination of drawback 
but merely states that from 1970 any member country can refuse to 
accept for area treatment any goods on which drawback has been 
allowed. As yet there has been no general move towards its elimina
tion and the question of whether the elimination of drawback is a 
necessary feature of EFT A is, at present, under review. 

" The special provisions for Portugal are set out in Annex G 
to the Stockholm Convention. 

manufactures the opportunities are limited: Portugal 
already has a virtual monopoly of the cork market; 
even with the help of the tariff differential that it will 
enjoy, it is doubtful whether the textile industry in 
Portugal will be able to compete with Asian suppliers; 
certainly, in the major market-the United Kingdom, 
where textiles from preferred developing countries will 
continue to enter duty free-the chances of Portugal 
displacing traditional suppliers cannot be rated very 
highly. 

(ii) The Commonwealth Preference System 

101. The formation of a customs union and the 
adoption of a common external tariff, as is the case 
with EEC, implies either that preferential trading 
systems which member countries previously operated 
in favour of certain third countries will disappear or, 
alternatively, that provision must be made for the 
incorporation of these countries in the union. In 
contrast, the retention by EFT A member countries 
of their own external tariff regimes allows a different 
course to be followed for members of pre-existing 
preferential systems. Thus, whilst overseas member 
countries of the Commonwealth preference area will 
no longer enjoy preferential treatment in the British 
market (or Portuguese colonies in Portugal) over other 
EFT A countries, their preferences over other third 
countries are retained. This does not imply, however, 
that the impact of the United Kingdom's membership 
of EFT A on the developing countries of the Common
wealth will necessarily be less important than the 
association of developing countries with EEC. Indeed, 
as was pointed out above, Commonwealth Asian 
countries, in contrast to Commonwealth and AOS 
countries in Africa, have succeeded in building up 
substantial export markets for manufactures in the 
British market that are now, to some extent, jeopar
dized by competition from other EFT A countries. 
In this section, an attempt is made to describe the 
implications which, hitherto, the Commonwealth 
Preference System has held for its developing member 
countries. 

102. The abandonment of free trade by the 
United Kingdom in the early 1930s, whilst it was 
precipitated by the domestic depression which had 
assailed it in common with other countries, had been 
foreshadowed by developments over a number of 
years. In particular, the threat to Britain's economic 
superiority, which developed towards the end of the 
nineteenth century as a result of the industrialization 
of the United States and Germany, suggested to many 
-rightly or wrongly-that Britain's interests were no 
longer best served by free trade. This reaction, in 
conjunction with the then protectionist attitudes of 
other industrialized countries such as the United 
States, led to the Import Duties Act (1932) and the 
erection of Britain's tariff wall. This change in econo
mic policy in turn implied a second development. 
Because of its high dependence on imports, an 
unqualified rejection of free trade might have caused 
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as much damage to the economy as ~he benefits which 
were anticipated. The obvious remedy was the reten
tion of free trade withirt a preferential trading area 
which embraced a large proportion of its raw material 
and foodstuff supplies.80 Such an area was ready to 
hand, and, indeed, certain preferences had already 
been granted between member countries of the 
Commonwealth during the early part of the century.81 

Thus, the Ottawa Agreement (1932) provided for the 
establishment of preferences between overseas Com
monwealth countries and between these and the 
United Kingdom. 

103. Some impression of the impact of the pre
ferential concessions which were granted to each other 
by members of the Commonwealth can be gauged 
from Table 11-15.82 Towards the end of the 1930s, all 
four relevant indices showed a rise, though they 
suggest that the impact on the overseas Common
wealth's exports to the United Kingdom was more 
pronounced than the impact on British exports to 
the rest of the Commonwealth. 83 In the period im
mediately following the Second World War, prefer
ential tariff rates played only a minor role in determin
ing these shares. The reaction to the dollar shortage
in the form of exchange and quota restrictions, the use 
of long-term purchase agreements and the desire of 
the Commonwealth countries to use their sterling 
balances accumulated in the United Kingdom
contributed to the rise in the Commonwealth's share 
of UK imports and exports which continued up to 
the mid-fifties. The disappearance of these controls 

TABLE 11-15 

British-Commonwealth trade, 1928 to 1961 

UK exports to the UK imports from the 
Commonwealth as a Commonwealth as a 

percentage of: percentage of: 

Common- Common-
wealth wealth 

UK exports imports UK imports exports 

1928 41.4 31.3 29.7 32.6 
1935 44.1 34.4 36.8 39.3 
1938 45.8 32.1 39.7 41.4 
1948 51.6 28.8 46.6 28.8 
1954 52.2 27.3 51.1 30.2 
1961 43.0 22.2 41.4 24.3 

Source : Bela Balassa: " Britain, the Commonwealth and the European 
Common Market", Banca Nazionale del Lavoro, March 1963, p. 73. 

80 SeeS. Dell, Trade Blocs and Common Markets, London, 1963, 
pp. 22-25. 

11 See the Economic Intelligence Unit, The Commonwealth and 
Europe, London, 1960, p. 10. 

11 The Commonwealth preference area now consists of the Com
monwealth together with Ireland, Burma and South Africa. For 
statistical reasons, it is sometimes convenient, however, to identify 
the Commonwealth preference area with Canada and the sterling 
area. This means the inclusion of Iceland, Libya and Jordan, which 
do not enjoy preferential treatment, but these countries account for 
less than one-half of 1 per cent of sterling area trade. 

" That this should be the case is hardly surprising since the impact 
of the depressed conditions of the early 1930s fell mostly on the 
prices and volume of trade in primary products. 

TABLE 11-16 

Proportion of United Kingdom imports from the Common
wealth Preference Area enjoying preference and the average 
margins of preference 

Total percentage enjoying preference 

Average percentage margin of pre
ference: 

7 60-61 54-56 47 

on goods enjoying preference . 29-49 17-20 11-13 9 
on all goods . . . . . . . . 2-3 10-12 6-7 4 

Source : Political and Economic Planning: Commonwealth Preference In th• 
United Kingdom, 1960, p. 9. 

a Estimates taken from Sir Donald MacDougall and R. Hutt, " Imperial 
Preference: A Quantitative Analysis", Economic Journal, June 1954. 

b Estimated by PEP and not fully comparable with the results cited above 
for 1929, 1937 and 1948. 

left the field largely to tariff preferences and existing 
trade links to determine the degree of concentration 
of trade within the Commonwealth. 

104. By the mid-fifties, these preferences were 
much less strong than they had been originally, and 
the factors which had eroded their influence have 
continued to operate. The effect of this, together with 
such factors as the impaired competitiveness of British 
exports, has been a fairly sharp fall in the shares of 
the Commonwealth and the United Kingdom in each 
other's trade. The shrinking of preference margins has 
been ascribed to tariff reductions (principally through 
the medium of GATT), to the tendency of rising 
world prices to reduce the incidence of specific duties 
and to changes in the commodity pattern of trade.84 

The extent to which the average preference margins 
have been reduced is illustrated in Table 11-16. Another 
important influence is the fact that, over the last thirty 
years or so, the trade of the overseas Commonwealth 
countries-both exports and imports-has risen much 
faster than that of the United Kingdom. Between 1928 
and 1961, total British exports rose by about a half but 
exports from overseas Commonwealth countries more 
than doubled; British imports rose by barely a 
quarter, but imports into the overseas Commonwealth 
countries more than doubled. These developments, 
by themselves, would tend to reduce the United 
Kingdom's share of the rest of the Commonwealth's 
imports and exports. 

105. Despite the drop in these shares, there can be 
no doubt that the economic, political and social 
factors which link the Commonwealth, feeble as some 
of them are, in many cases still have a strong influence 
on trade between the Commonwealth and the United 
Kingdom. Table 11-17 compares the actual geogra
phical pattern of the British imports and exports with 
the hypothetical pattern that would have obtained if 

" For instance, imports into the United Kingdom of raw materials 
with generally low preferences (see below) have risen more rapidly 
than imports of preferential foodstuffs. 
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TABLE Il-17 

United Kingdom exports and imports to and from primary 
producing areas, 1961 

(In millions of dollars) 

Exports Imports 

Hypo- Hypo-
Actual the tical Actual the tical 

Asia 
Sterling 1022 658 924 514 
Non-sterling 186 525 165 380 

Africa 
Sterling . 1 103 445 1 012 474 
Non-sterling 115 545 150 541 

Middle East 
Sterling . 220 126 566 316 
Non-sterling 448 446 401 515 

Latin America 
Sterling .. 258 109 220 96 
Non-sterling 494 1284 343 1 356 

Oceania 
Sterling .. 934 354 969 486 
Non-sterling 2 11 0 14 

Canada 639 918 979 1010 

TOTAL 5 421 5 421 5 729 5 729 

Source: Bela Balassa, op. cit., pp. 70 and 71. 

their structure had been identical with the structure 
displayed by all industrialized countries.85 

106. It is unlikely, however, that tariff preferences 
are now one of the major factors determining the 
strength of inter-Commonwealth trade. In the first 
place, as pointed out above, the extent and size of 
preferences have dwindled considerably. Secondly, 
there is no very strong relationship, at least in the case 
of the United Kingdom, between the size of preference 
margins accorded and the share of the Commonwealth 
in imports. Whereas 57 per cent of British imports of 
foodstuffs on which there is no preference, and 71 per 
cent of those on which there are specific preferences of 
less than 5.5 per cent, come from the Commonwealth, 
the latter supplies only 36 per cent of those foodstuffs 
subject to ad valorem preferences, and 43 per cent of 
those on which there is a combination of ad valorem 
and specific preferences.86 Even in the case of manu
factures, the Commonwealth supplies 60 per cent of 
newsprint and ferro-chrome on which there are no 

"That is, the United States, EEC, EFTA, Japan and the United 
Kingdom. 

"The Economist Intelligence Unit, op. cit., pp. 14-15. These, and 
the following percentages, are based on 1956 trade data. In the case 
of sugar, the specific duty preference is greater than 5.5 per cent, but 
the high Commonwealth share, 69 per cent, is attributable primarily 
to the Commonwealth Sugar Agreement. To some extent, of course, 
these percentages are affected by the relative supply positions of 
the overseas Commonwealth and other countries. In the two cate
gories where the former supply low percentages, such items as dairy 
produce, fruit and vegetables are important; and the categories 
where the overseas Commonwealth countries are significant include 
tea, wheat, and frozen and chilled meat. 

preferences, as against 14 per cent of other manu
factures where preferences do exist. Moreover, 
although Nigeria gives no preferential treatment to 
imports from the United Kingdom, they account for 
two-fifths of the total import bill. There is little doubt 
that other factors, such as traditional commercial 
ties, British investment in the Commonwealth and 
the latter's usage of the London banking system 
and money and produce markets, are of great signifi
cance in determining the extent of Commonwealth 
trade. Moreover, it may be that the mere existence 
of the preference system, even in its present some
what attenuated form, may deter potential com
petitors. 

107. One important advantage for developing 
member countries in the Commonwealth Preference 
System lies in the absence of generalized reciprocity.a7 

Whilst the United Kingdom, the largest market in the 
system, grants preference (on a non-discriminatory 
basis) to all the other members, they for their part do 
not necessarily return these concessions.88 Although 
Table II-18 shows considerable variations in the treat
ment meted out by countries of the overseas Common-

TABU! 11-18 

Extent of preference on United Kingdom imports and exports 

Percentage Percentage 
of imports of imports 

into the from the 
Umted Kingdom Umted Kingdom 

granted preference granted preference 

Developed countries 
Australia . 53 80 
Canada 40 80 
New Zealand 54 90 

Developing countriesa 
British East Africa . 81 nil 
Ceylon . 94 65 
Cyprus .•.... 100 98 
Rhodesia and Nyasaland 28 98 
Ghana . 81 nil 
Hong Kong. 99 negligibleb 
India. 93 20 
Nigeria. 77 nil 
Pakistan 29 331

/ 3 

West Indies . 98 90 

Sources: The Commonwealth and Europe, pp. 14 and 15, and Federal Union, 
Britain, Europe and the Commonwealth. In the case of imports into the UK the 
data refer to 1956, and in the case of imports from the UK, to 1958. 

a The selected developing countries represent over 90 per cent of the total 
population of this part of the Commonwealth. 

b In Hong Kong and Singapore, preference is granted on liquor and tobacco 
only. 

" It should be appreciated that some member countries were not 
in a position to grant preferences to the United Kingdom on account 
of international obligations which they had already undertaken. 

•• Since the member countries retain their own tariff structures 
against third countries, then full reciprocity is, in any case, impos
sible; even if the same preference margin measured by the normal 
less the preferential duty is granted by each country to all the other 
members, the preferential tariffs themselves will vary between 
countries. 
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wealth to imports from the United Kingdom, it can be 
seen that, on the whole, preferences granted to the 
latter by developing countries are somewhat-and in 
some cases considerably-less extensive than those 
they enjoy in the United K.ingdom. 811 These remarks 
need some qualifications, however, because although 
preferences are generally accorded to other member 
countries of the Commonwealth Preference System 
when they are granted to the United Kingdom, there 
are some important instances of discrimination. 
Australia grants no preferences to India, Pakistan or 
South Africa; South Africa grants preferences mainly 
to Canada and New Zealand; 90 Ireland generally gives 
preferential treatment to imports from the United 
Kingdom and Canada, but imports from other 
Commonwealth countries are subject sometimes to 
the same preferential rate, sometimes to the full rate 
and occasionally to an intermediate one;91 These 
cases of discrimination tend to affect adversely 
developing member countries, but they need to be set 
against instances where the latter discriminate, in 
their preferences, in favour of other developing coun
tries: India gives preferential treatment only to 
Pakistan, Ceylon and Malaya and the British colonies; 
Pakistan gives preferences to Ceylon, India and the 
British colonies; and Rhodesia and Nyasaland give 
full preferences to British colonies and lower ones to 
other Commonwealth countries. 92 

108. To determine the importance of the Com
monwealth Preference System for developing member 
countries, it is important to take account not only of 
the extent of preferences but also of their size. Con
sequently, further attention is given below to the pre
ferences extended by the United Kingdom-a market 
which accounts for more than 80 per cent of the 
exports of the developing member countries to the 
developed member countries. 93 

109. An important implication of the system of 
preferences extended by the United Kingdom is that 
the normal escalation of tariffs-the application of 
higher rates on more highly processed products
which exporters usually encounter is, in effect, reversed 
for members of the Commonwealth preference area. 
That is, the preference margin is greater on manu
factured goods, at 12 per cent on average, than on raw 
materials where it is 2 per cent; on food, beverages and 
tobacco the average preference margin is 6 per cent.94 

In fact, of course, this largely reflects the "escalation" 
which the United Kingdom tariff system shows to the 
rest of the world; no preferences can be granted where, 

•• Rhodesia and Nyasaland are, however, a notable exception. 
•• The Economist Intelligence Unit, op. cit., p. 17. 
"E. Nevin: The Irish Tariff and the EEC: A Factual Survey, the 

Economic Research Institute, Dublin, 1963, p. S. 
., The Economist Intelligence Unit, loc. cit. In all these instances, 

the United Kingdom enjoys full preferential treatment. 
., Excluding South Africa. 
•• Political and Economic Planning, Commonwealth Preference in 

the United Kingdom, London, 1960, p. 11. These disparities reflect 
differences in both the margins afforded to items which within these 
categories are given preferential treatment and also to the coverage 
of items. 

TABLE 11-19 

Average preference margins~< in tbe Commonwealth preference 
system 

Country 

Developed member countries 
Canada ... 
Australia .. 
New Zealand 
Ireland ... 
South Africa 

Developing member countries 

Persian Gulf . . . . . . 
West Africa . . . . . . 
Rhodesia and Nyasaland 
Malay Peninsula . 
West Indies . . . 
Ceylon ..... 
British East Africa 
Pakistan . 
Hong Kong .. . 
India ..... . 
Other developing member countries 

I 

Soarce: Based on PEP, op. cit., Table IV, p. 12. 
a Average percentage preference margin on all goods. 

b Weighted average, using 1957 import values. 

Group 
Margin margtnb 

6 
2 
1 
5 
6 4Y2 
4 
3 

17 
7 
7 

as in the case of raw materials, the general tariff 
tends to zero, but they can where, as for manufactures, 
the tariff is appreciable. This reverse escalation has 
facilitated the entry of India, Pakistan and Hong Kong 
into the British textile market; 95 and, despite the fact 
tha~ these preference margins enjoyed by member 
developing countries have been 96 and will continue to 
be whittled down by the process of multilateral tariff 
reductions,97 this reverse escalation will probably grow 
in significance {if not in size) as developing countries 
eJfpand their manufacturing activities. Nevertheless, 
it can be seen from Table II-19 that the average pre
fere~e margin enjoyed by Commonwealth countries, 
when viewed in relation to total imports from a given 
source, is rarely very large. 

110. It is important to distinguish between pre
ferential treatment which allows the entry of preferred 
goods at reduced, but not zero tariffs, and treatment 
which allows free entry of the preferred goods. The 
former gives exporters in member countries a com
petitive advantage over non-member exporters but, 
unlike the latter, leaves them at a competitive dis
advantage with respect to domestic suppliers. In this 
connexion, developing member countries of the Com-

.. The original absence of any quantitative restrictions on the 
type of goods supplied by these countries to the British market was 
also very important in this connexion . 

"Taking account of the fact that the study lby Political and 
Economic Planning on which this analysis is based refers to 1957. 

" It may be noted that this could be counteracted to a certain 
extent if the commodity compqsition of the exports of the countries 
in question shifted towards items with high preference margins. 
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monwealth preference area benefit from the fact that 
preferential tariffs tend to be zero or very low. This is 
particularly true in the case of manufactures, for which 
they are virtually all zero, though even here there are 
exceptions: on artificial and synthetic textile fabrics 
and on passenger road vehicles the preferential rates 
are respectively five-sixths and two-thirds of the 
"most-favoured-nation" rate; and on some goods, 
such as wheeled agricultural tractors, there is no 
preference at all.9s 

Ill. Whilst preference margins are extended to 
member countries by the United Kingdom on a non
discriininatory basis, the effective margins vary 
between countries on account of differences in the 
structure of their exports to the United Kingdom
in particular the "spread" of their exports over the 
three categories, food, beverages and tobacco, raw 
materials and manufactures. It is useful to know 
whether the commodity composition of their exports 
to the British market favours the developing countries 
in comparison with developed member countries. As 
;;an be seen from the data below, food, beverages and 
tobacco constitute a smaller proportion of developing 
member countries' exports to the United Kingdom 
than of those of developed member countries; raw 
materials and, rather surprisingly, manufactures 
account for a higher percentage. 

Commonwealth exports to the United Kingdom 

Food, Raw 
bever- mater- Manu- Total 
ages. ials factures (£mil-

tobacco (Percentage shares) lioru) 

Developed countries . 50 42 8 921 
Developing countries 40 49 11 647 

Source: Political and Economic Plannins, Commonwealth Preference In 
the United Kingdom, p. 12. 

It is pertinent that manufactures constitute a larger 
~hare of developing Commonwealth countries' exports 
to the United Kingdom than of the exports of the 
overseas developed member countries and, indeed, 
that a half of the United Kingdom's imports of manu
factures from the Commonwealth preference area are 
~upplied by developing countries. However, the above 
ligures may tend to understate the relative preference 
which developing member countries enjoy in the 
United Kingdom; if the oil exports of the Persian Gulf 
States, which receive no preference, are left out of 
account, the average margin received by the developing 
group rises to 5.5 per cent (see Table II-19).99 

112. It can be seen from the figures in Table II-19 
that both Rhodesia and Nyasaland and the Malay 
Peninsula fare rather badly, in both cases on account 
of the almost complete absence of any manufactures 
(excluding base metals) in their exports to the United 
Kingdom. Both are very heavily dependent on the 

•• Political and Economic Planning, Atlantic Tariffs and Trade, 
London, 1962, p. vii. . 

" Oil imports into the United Kingdom are subject to the same 
specific duty regardless of the source of supply. 

"raw materials" category-Rhodesia and Nyasaland 
on non-ferrous metals and the Malay Peninsula on 
rubber, both of which enter the United Kingdom from 
all~ources free of duty. Since Rhodesia and Nyasaland 
also export to the United Kingdom quantities of 
tobacco which, though subject to a duty, nevertheless 
enjoys a small preference over tobacco imports from 
outside the Commonwealth preference area, their 
average preferential margin is somewhat greater than 
Malaya's. At the other end of the scale, India and 
especially Hong Kong receive very substantial pre
ference margins reflecting the fact that about a quarter 
of India's exports to the United Kingdom and almost 
all of Hong Kong's are manufactures. Moreover, both 
these countries export to the United Kingdom manu
factures on which the preference margin tends to be 
higher than the average 12 per cent. India's exports 
are mainly lellther goods, cotton yams and fabrics and 
Iniscellaneous textiles, on which the margins are, 
respectively, 12 per cent, 16 per cent and 17 per cent; 
in addition to the latter two items, clothing and foot
wear, (with an 18 per cent margin) are imported from 
Hong Kong.100 

113. Data presented in Table II-17 gave some 
impression of the impact of Commonwealth ties on 
the trade of the Commonwealth preference area as a 
whole. On the basis of the data presented in 
Table II-20, some further comments can be made 
specifically on the effect on developing countries in the 
preference area. Perhaps the most striking revelation 
of this table is that whilst the United Kingdom receives 
almost one-fifth of its total imports from preferel)tial 
developing countries, Australia, New Zealand, Canada 
and Ireland, among them receive only about one
twentieth of their supplies from such sources.101 The 
disparity is particularly marked in the case of beverages 
and tobacco, fuels and--even more-manufactures. It 
reflects the fact that ties between overseas members of 
the preference area are frequently less strong than those 
between these countries and the United Kingdom; 
and the tendency mentioned above, for the other 
developed members to discriininate, when granting 
preferences, against developing member countries, 
must also be held partly responsible. There is little 
difference between the developed member countries in 
their dependence on imports from developing coun
tries; Australia receives only 9 per cent of its imports 
from this group, New Zealand 6.5 and Canada and 
Ireland 4 per cent each. 

114. Less significance should be attached to the 
fact that this group of developed countries takes a 
higher percentage of its imports (about 8 per cent) 
from non-member developing countries than from 
members, since this is entirely attributable to the very 

100 PEP, op. cit., p. 16. These margins are those which, on average, 
apply to all Commonwealth imports in these categories. Because of 
the particular distribution of its exports within these groups, Hong 
Kong tends to enjoy margins which are even higher than the above. 

111 South Africa takes about one-tenth of its imports from develop· 
ing member countries, and its inclusion would only raise the 5.4 per 
cent of Table II-20 to about 6 per cent. 
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TABLE li-20 

Imports into selected developed countries from Commonwealth and other developing countries, 1961 

(In millions of dollars and in percentages) 

SJTC section and descripllon 

0. Food. United Kingdom 
Other industrialized Commonwealth0 

Western Germany 
United States . 

1. Beverages and 
tobacco United Kingdom 

Other industrialized Commonwealthc 
Western Germany 
United States . 

2. Crude material United Kingdom 
Other industrialized Commonwealth0 

Western Germany 
United States . 

3. Fuels. United Kingdom 
Other industrialized Commonwealth0 

Western Germany 
United States . 

4. Oils, fats United Kingdom 
Other industrialized Commonwealth0 

Western Germany 
United States . 

5 to 8. Manufacture United Kingdom 
Other industrialized Commonwealth0 

Western Germany 
United States b 

Total 0 to 8 United Kingdom 
Other industrialized Commonwealth0 

Western Germany 
United States . 

Source: UN Commodity Trade Statistics, January-December 1961. 
a Overseas sterling area less Australia, New Zealand, South Africa and 

Ireland. 

high proportion of fuels entering the group from non
preferential sources-in particular large oil imports 
into Canada from Venezuela and the Netherlands 
Antilles. But even the 40 per cent of imports from all 
developing countries drawn by this group of developed 
countries from those within the preference area 
(against about 60 per cent by the United IUngdom) is a 
substantially higher share than those recorded-24 
per cent and 18 per cent-for two other industrialized 
importers, the United States and western Germany, 
which have few special links with particular developing 
countries. This suggests that the economic and other 
ties between Australia, New Zealand, Canada and 
Ireland, on the one side, and developing member 
countries of the Commonwealth preference area, on 
the other, still have some significance. 

Percentage distribution of imports 
by region of origin 

Developing Other 
Commonwealth developing 

Total imports countriesa countries Rest of world 

3 747.7 17.4 9.3 73.3 
853.2 17.0 14.2 68.8 

2 333.5 4.5 20.2 75.3 
3 026.0 9.3 61.3 29.4 

413.2 27.2 0.7 72.1 
98.2 7.7 1.2 91.1 

182.8 4.8 9.2 86.0 
410.1 0.6 8.5 90.9 

2 686.9 17.7 14.9 67.4 
716.7 15.4 8.5 76.1 

2 276.4 9.3 23.0 67.7 
2 549.7 10.3 34.2 55.5 

1 354.2 48.9 38.5 12.6 
837.4 12.4 63.0 24.6 
870.1 9.6 56.3 34.1 

1 662.4 10.8 75.5 13.7 

142.0 5.3 36.8 57.9 
53.6 23.1 10.4 66.5 

146.8 5.3 36.8 59.9 
93.4 0.1 67.2 32.7 

3 919.8 12.0 3.8 84.2 
6 500.4 1.7 0.3 98.0 
4 694.6 2.8 4.3 92.9 
6 185.5 4.4 5.9 89.7 

12 314.2 19.8 11.9 68.3 
9 264.8 5.4 7.9 86.7 

10940.9 5.0 16.1 78.9 
14 357.3 7.1 31.4 61.5 

b Excluding uranium imports. 

c Australia, New Zealand, Ireland and Canada; data for South Africa are 
not available on this basis. 

4. THE CoUNCIL FOR MUTUAL ECONOMIC ASSISTANCE 

(i) The foreign trade organization of the member 
countries 

115. The conduct of foreign trade in the centrally
planned economies of eastern Europe and the Soviet 
Union is reviewed in some detail elsewhere.l02 How
ever, it is necessary here to summarize briefly some of 
the main characteristics of their systems which have to 
be borne in mind when considering the activities, and 
the possible implication for the trade of developing 
countries, of the CMEA. 

116. Foreign trade is planned by each CMEA 
member Government as one part of the national 

••• See "Trade problems between countries having different 
economic and social systems", in this volume. 
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economic plan; in drawing up the plans (short, 
medium and long term) for imports and exports, and 
in planning national investment outlays, the authorities 
today undertake various calculations of "foreign 
trade efficiency" and of "investment efficiency" 
intended to ensure that the ultimate decisions on 
whether to produce or to import a particular product 
in order to meet domestic needs, and on what to 
produce for export, are based on considerations of 
relative costs as well as on other criteria.103 The State 
foreign trade enterprises responsible for the day-to-day 
conduct of foreign trade are given annual import and 
export plans established in terms both of the com
modities (occasionally small groups of commodities) to 
be bought or sold and of the quantities to be drawn 
from or sold in particular foreign countries or groups 
of countries.104 The foreign trade enterprises have some 
influence on the establishment of these programmes, 
through their assessments of market conditions, of 
possibilities of advantageous two-way trade with a 
particular country, etc.; in some CMEA countries they 
also enjoy a limited freedom to make compensating 
adjustments to the various established commodity
region programmes in the light of market developments 
during the period of implementation of the foreign 
trade plan; but the main scope for any enterprise's 
day-to-day choice of source or market for a particular 
commodity, on the basis of normal commercial con
siderations, lies within each country group specified in 
its import or export plan. Even within these limits, 
short-term choice is not completely uninhibited; long
or medium-term inter-governmental agreements and 
contracts (particularly those resulting from the 
co-ordination of plans and the recommendations and 
agreements on production specialization negotiated 
under the auspices of the CMEA, as described below) 
result, at any particular moment, in some significant 
trade flows being virtually fixed for varying periods 
ahead. 

117. In exercising those powers of decision that it 
possesses on the choice of source of supply or of 
market for a particular product, the foreign trade 
enterprise is motivated not only by the need to fulfil its 
import or export plan (in terms of quantities of the 
particular products which it has to buy or to sell) but 
also by the desire to make as large a profit as possible 
(managerial and other premia are related to the profits 
earned). The basis of calculation of "profit" is thus 

'" At present, the bases for calculating domestic costs and the 
"efficiency" calculations vary somewhat from country to country. The 
"other criteria" are many considerations of the relative ease with which 
import-saving or export-promoting production can be developed; 
varying payments conditions in, and ease of access for the eastern Euro
pean exports to, different foreign markets; strategic considerations; 
the implications for employment of different courses of action, etc. 

'" The grouping of countries may vary from one CMEA country 
to another and, within any one of them, from time to time. The 
grouping reflects, essentially, the relative "hardness" or "softness" 
of other currencies to the CMEA country concerned (depending on, 
inter alia, the degree of effective currency transferability conceded by 
the partner country and the relative ease of access to its market) 
as well as any more political consideration which may currently be 
influencing trade policy (desire to help some particular developing 
country, etc.). 

of some importance as an influence on its choice of 
export markets or sources of supply. In general, it 
results from a comparison of, on the one hand, the 
foreign exchange cost of imports (converted to domestic 
currency at whatever the accounting exchange rate for 
the particular foreign currency may be) plus any import 
duty with, on the other, the price in domestic currency 
at which those imports are passed on to the domestic 
distribution network or user.105 The latter price is 
normally the same as that fixed for a domestically
produced good of identical quality. Thus the account
ing exchange rates,106 and any differential (two
column) tariffs which may be applied have some
though a limited-influence on the direction of 
trade.107 On the other hand, the most-favoured-nation 
tariff rate cannot be regarded as any indication of the 
degree of protection of domestic industry or agri
culture from external competition.108 As already 
indicated, quantitative foreign trade planning and con
trol is the rule in the CMEA countries; and the price 
at which an imported good is sold in the domestic 
market influences the level of imports of that good 
only in a very restricted sense. There are, of course, 
limits to the quantity of any product that consumers 
will absorb with a given level and distribution of 
income and at a given price; but it would be truer to 
say, of consumers' goods, that the domestic price 
reflects the quantity that the authorities are prepared 
to produce and import than that the price charged to 
the consumer influences the level of imports. For 
fuels, raw materials and capital equipment the con
sideration of the price of imports as a factor influencing 
domestic demand for them is probably still less 
relevant. 

118. Turning from the trading practices of the 
individual member countries to the influence of the 
CMEA as such on its members' trade, it has already 
been stated in Chapter I that this is exerted through 
the co-ordination of national economic plans: there is 
no necessity for formal tariff and other policy measures 
such as are used in the EEC and EFT A to influence the 
decisions of individual industrialists and traders. The 
remainder of this section traces the development of the 
CMEA as an instrument of economic co-operation in 
eastern Europe and concludes with a brief discussion of 
its possible'implications for trading relations between 
the countries of eastern Europe and the less-developed 
countries in the rest of the world. No attempt at 

'"Also including on the cost side, naturally, normal operating 
expenses. The calculation of profit on export trade is on a similar 
basis. 

'" Even when, formally, the accounting rates for a CMEA 
country's currency against those of countries A and B reflect the 
official exchange rate of A against B, the effective rates may be 
different as a result of premia related to particular currencies earned 
or spent. 

107 In most countries the foreign trade enterprise cannot pass on 
any duty to the domestic purchaser. In the one country-Hungary
where this is done, the systems of economic management and of 
enterprise accounting are such as to give the domestic enterprise 
concerned both an incentive to seek the cheaper good and the 
possibility of influencing the importing enterprise accordingly. 

'" As indicated elsewhere in this paper, tariffs are a poor guide 
to the degree of protection of agriculture in most countries. 
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statistical assessment of the future prospects for that 
trade is made in this paper, apart from a brief summary 
in Chapter III, section 3, of the main conclusions 
drawn from the separate study prepared for the Con
ference on "Past trade flows and future prospects for 
trade between the centrally-planned economies and 
developing countries", reproduced in this volume. 

(ii) The development of international trade relations in 
eastern Europe 

119. It is, however, useful to have in mind the 
broad phasing of the development of the trade of the 
CMEA countries to its present pattern, indicated in 
Table II-1 above, before reviewing the, not quite 
identical, phasing of the development of the CMEA 
itself.I09 The first phase of trade development can be 
regarded as running from 1948 to about 1953-1954. 
During this period, the major influence on the develop
ment of the foreign trade pattern was the worsening of 
east-west political relations from about 1948 up to the 
end of the Korean war, accompanied by the imposition 
of strategic controls on a fairly wide range of exports 
from the western industrialized countries to the CMEA 
area. In addition, very similar planned patterns of 
development were pursued in all the economies of the 
~rea, involving both a concentration of resourc~s on 
industrial development (and on the development of 
heavy industry in particular) and a general policy 
tending to keep dependence on foreign trade very low. 
The concentration of the trade of the CMEA countries 
on exchanges within the area reached a peak of 
intensity in 1953, when intra-trade represented about 
65 per cent of total turnover against about 45 per cent 
in 1948. During this period, the trade among them
. selves of the eastern European countries other than 
the Soviet Union rose from 24 per cent of their total 
turnover to 31 per cent, and their trade with the 
Soviet Union from about 26 per cent to about 40 per 
cent (and to 42 per cent in 1954): 110 their trade with 
western countries shrank, not only as a share of the 
total, but even in absolute value up to 1953.111 

120. In subsequent years a number of. varying 
influences on the development of the CMEA coun
tries' trade can be detected. Continuing rapid economic 
expansion itself encouraged the growth of trade. 

••• ln all subsequent statements on the development of trade, the 
phrase "the CMEA countries" covers those which were members 
of the Council throughout the greater part of the period-thus 
including Albania and eastern Germany and excluding Mongolia 
(see below). 

'"The peak years for individual countries varied slightly, but 
generally fell within the period 1952 to 1954. The highest concentra
tions on the Soviet Union were reached in Albania and Bulgaria 
(around 60 per cent), and Romania was almost certainly in the same 
category though detailed trade data for that country have not been 
published for the early Fifties. In Czechoslovakia, Hungary and 
Poland, the peak shares did not quite reach 40 per cent. For eastern 
Germany, the peak was 47 per cent. 

111 The figures in this paragraph are based on the data in the 
United Nations Monthly Bulletin of Statistics, June 1960, Special 
Table A and on national statistics, including the trade statistics of 
partner countries. A small amount of estimation has been required, 
but the margin of uncertainty can in no case be more than 2 or 3 
percentage points. 

Moreover, changes in national economic policies in 
the direction of more attention to cost considerations 
and a greater reliance on international trade, lessening 
international tensions and a whittling away of some of 
the strategic and other restrictions imposed by western 
Governments on trade with eastern Europe and the 
Soviet Union, and the establishment of trade relations 
with a number of newly-independent countries, all 
contributed to an accelerated expansion of the .total 
trade of the CMEA countries in relation to the rates 
of growth of their national incomes, and to an expan
sion of east-west trade and of trade with developing 
countries within this category. For a few years after 
1953 the share of intra-trade in the turnover of the 
CMEA countries fell-though never below the 59 per 
cent reached in 1956. But thereafter increasing efforts 
were made to co-ordinate national plans under the 
auspices of the CMEA-so as to improve capacity 
utilization and, progressively, to assure desired future 
supplies of vital fuels and raw materials and to pro
mote a more rational long-run distribution of pro
ductive capacity and pattern of mutual trade within 
the area; and this tended to expand intra-trade very 
fast. The fact that the liberalization of trading con
ditions with eastern Europe by the Governments of the 
industrialized western countries slowed down in the 
late Fifties and early Sixties may also have been a 
significant factor in this development; and the danger 
of restrictions being reimposed at short notice 
probably discouraged some efforts which might 
otherwise have been made to build up stable flows of 
trade. Difficulties in offering, and actively selling, the 
types of goods for which the markets in the industrial
ized western countries were growing fastest was also 
a factor. The rapid expansion of CMEA trade with 
developing countries was too small in absolute volume 
to have a significant offsetting effect. 

121. In 1962, a new peak of concentration of the 
CMEA countries' trade on inter-member exchanges 
was reached, with 65 per cent of total CMEA turnover 
again represented by intra-trade, as in 1953.112 How
ever, the share of market economies in the total trade 
was higher in 1962 than in 1953 (30 per cent against 
about 20 per cent), while the share of the Asian 
planned economies (mainland China, Mongolia, 
North Korea and North Viet-Nam) in the trade of the 
CMEA countries fell from some 15 per cent to 5 per 
cent. The share of the intra-trade of all the centrally
planned economies in the total turnover of this wider 
group fell from 78 per cent in 1953 to 69 per cent in 
1961.113 

122. Between 1953 and 1962, the total trade turn
over of the CMEA countries has risen very fast-

111 According to the communique of the seventeenth session of 
the CMEA, the concentration on intra-trade in the first nine months 
of 1962 reached 75 per cent for machinery and equipment, over 
98 per cent for coal and coke, 96 per cent for crude petroleum and 
petroleum products, 80 per cent for mineral fertilizers, 77 per cent 
for cereals and 67 per cent for timber. 

"'Complete data on the Asian planned economies' trade in 1962 
are not yet available. 
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from about $13,000 million to $32,000 million. 
However, it not only remains more concentrated on 
intra-trade than that of any other comparable group 
of eight countries but it is also low in relation to their 
industrial output. The CMEA countries' share in 
world trade in 1962 was about 11 per cent, but their 
share in world industrial production was of the order 
of 30 per cent. The group as a whole clearly has a 
relatively low ratio of foreign trade to either industrial 
output or national income, largely-though not only
reflecting the still low dependence on foreign trade of 
the Soviet Union. In that country the ratio of foreign 
trade turnover to national material income in 1962 
was only 6.75 per cent against ll per cent in the 
United States (on the basis of official Soviet estimates 
of the comparable levels of per capita national material 
income in the two countries).114 Official data relating 
foreign trade turnover to national income in com
parable prices have been published only for Hungary 
and Poland among the other CMEA countries-over 
60 per cent and about 25 per cent, respectively. These 
ligures are not very different from those of some 
western European countries of more or less com
parable size and resource endowment. Per capita 
values of foreign trade indicate a relatively high 
foreign trade quota in Bulgaria, and possibly in 
Czechoslovakia also. 110 

(iii) The development of the activities of the CMEA 

123. The Council for Mutual Economic Assistance 
was established in January 1949, with Bulgaria, 
Czechoslovakia, Hungary, Poland, Romania and the 
Soviet Union as founder-members. Albania and 
eastern Germany became members in 1950 and the 
membership then remained unchanged until 1962, 
when Mongolia joined but Albania ceased to parti
cipate in the Council's work. 

124. The first phase of the CMEA's existence can 
be seyn as comprising the years from 1949 to the mid
Jifties. The first session of the Council, in April 1949, 
established a permanent secretariat with headquarters 
in Moscow, and during 1949 to 1953 a certain amount 
of work was done in the field of technical co-opera
tion, exchange of technical information and trade 
relations. In the next two years, the conditions for a 
more far-reaching co-operation were improved by the 
changes in national policies already mentioned, in 
the direction of more interest in reaping the benefits 
of international division of labour, and also by other 
changes in national conditions and international 
relationships with the area. Some discussions on the 
co-ordination of the national plans for 1956-1960 and 

"' In 1935-1936, when the per capita national income of the V nited 
States was about 52 per cent of its 1962 level (approximately the 
ratio of per capita national material income in the Soviet Union to 
that of the United States in 1962 on the basis of official Soviet 
estimates), the United States foreign trade quota was higher than 
in 1962 (see "Past trade flows and future prospects for trade between 
the centrally-planned economies and developing countries", in this 
Yolume). 

110 Ibid. 
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longer periods were held during 1954 and 1955-
envisaging co-ordination of production and invest
ment patterns and the consequent expansion of intra
member trade-but widespread plan revisions occurred 
in 1956 and 1957 and briefly interrupted the CMEA's 
work so far as it concerned co-ordination of long-term 
plan targets in the various branches. 

125. However, the major step forward was taken 
in May 1956, with the establishment of twelve per
manent commissions of the Council (later enlarged to 
twenty-one) 116 to promote plan co-ordination and 
specialization of production among the member 
countries in various sectors of industry and in agri
culture. The primary aims of the Council at this stage 
were" to , avoid the reappearance of the area-wide 
shortages of vital fuels, energy and raw materials 
(especially metals) which had caused difficulties in the 
past and, secondly, to encourage a specialization of 
industrial production among its members which would 
at least realize the potential economies of large-scale 
production for individual countries and for the area 
as, a whole. However, the objective of attaining a more 
economic division of labour among the CMEA 
countries was combined with that of transforming 
the less-industrialized countries of the group as quickly 
as possible into developed industrial economies with 
diversified production patterns. The industry-by
industry approach to economic co-operation adopted 
was in part a result of this recognition of the right of 
each country to develop a diversified industrial 
structure: specialization was to be promoted within 
each major branch. 

126. The first recommendations on production 
specialization had been made in 1955 and 19~6 (by 
the temporary committees which preceded the setting 
up of the permanent Commissions) on various types 
of metal products and machinery, some chemicals and 
some farm produce. These recommendations were 
revised, and many more followed, in subsequent 
years. The recommendations were reflected in varying 
degrees in bilateral long-term trade agreements 
negotiated between the CMEA countries and in the 
targets set in their national long-term plans, though in 
the earlier years the main practical effect of the dis
cussions leading to the recommendations seems to 
have been to facilitate short-term improvements in 
capacity utilization through the development of intra
trade. In a few cases, when a country undertook heavy 
investment in order to meet the expected needs of its 
partners for key products, international credit helped 
to ease the burden. But such credit agreements (for 
example, for Czechoslovak investment in Polish coal 
and sulphur production) have been essentially bi
lateral matters, as have the long-term trade agreements, 
even though negotiated under CMEA auspices. The 
construction of the .. Friendship pipeline" distributing 
Soviet oil throughout the area is one example of a 
wider co-ordinated investment effort, each country 
bearing the cost of the installation on its own territory. 

"' Including some non-industrial commissions (see below). 
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However, an increase in the inter-member flow of 
capital now seems to be under consideration (see 
below). 

127. The intensification of CMEA activity in the 
field of co-ordinating long-term targets for output of 
particular products or groups of products, and of 
encouraging a division of labour in their realization, 
was facilitated by the adoption of common long-term 
plan periods, or end-dates for these periods, by the 
individual member countries-currently running up to 
1965, 1970 and 1980.117 It also brought a number of 
important questions to the fore. The largest was, of 
course, that of the criteria to govern planned inter
national division of labour among the CMEA coun
tries. So long as the effective recommendations on 
specialization were relatively few, as was the case up 
to the late Fifties, rather general principles could suf
fice; but as they multiplied, the member countries gave 
more attention to this question-one result being the 
agreement in 1962 on the "Basic Principles of the 
International Socialist Division of Labour" reviewed 
below. Moreover, the further intra-sector co-ordina
tion of production plans was developed, the more 
necessary did wider plan co-ordination, and the 
establishment of criteria to govern this, tend to 
become; and the emphasis on the need for such wider 
co-ordination in official statements by the member 
Governments increased in the late Fifties and early 
Sixties. On the level of practical application of such 
principles as were agreed upon, a Commission on 
Economic Problems was set up in 1958 and sub
sequently undertook work on, inter alia, comparisons 
of national accounts and levels of real income of the 
member countries and on the measurement of relative 
production costs and "efficiency" of investment. The 
questions of the prices at which intra-CMEA trade 
should be conducted and of the basis on which pay
ments should be balanced among the member coun
tries have also received increased attention in recent 
years; and the current stage of the discussions is 
reviewed below. 

128. Suffice it to say here that some recognition 
that rigid bilateral balancing of payments tended to 
restrict opportunities for the optimal division of 
labour within the area was reflected as early as 1957 in 
the announcement of a multilateral clearing scheme to 
come into operation in 1958. In fact, however, strict 
bilateral balancing has so far remained the rule, subject 
only to bilateral swing credits (usually of a year's 
duration), to some multiangular compensations of 
balances (usually involving western countries also) 
through the ECE clearing arrangements, and to 
occasional loans of convertible currency from the 
Soviet Union to Bulgaria, eastern Germany, Hungary 
and Poland. But such credits, and the multilateral 
compensations, have been small in relation to the total 
volume of trade. A new attempt to provide for multi-

"'Though two of the original national plans for the period up to 
1965 have been abandoned and many of the provisional 1970 and 
1980 targets originally set are now being revised. 

lateral balancing of payments within the CMEA area 
is now being made (see below). 

129. Throughout most of the CMEA's history, the 
accepted principle for pricing in intra-CMEA trade 
has been that prices should be established "on the 
basis of the average world market prices on the 
principal market for the commodity valid in a clearly 
defined period".118 It has always been accepted that 
"world prices" should be adjusted to iron out 
fluctuations and to eliminate the effect of monopolistic 
practices; and for many products for which there is no 
obvious world-market price, prices have always in 
fact been fixed by negotiation. It has now been 
announced that for 1964 and 1965 the price basis will 
be the average world-market prices of 1957-1961, but 
that the effective integration of the CMEA economies 
will require-or should be accompanied by-a move 
to a new basis for fixing prices in intra-trade which will 
reflect the cost structure of the area. The possible 
significance of this is discussed below.119 

130. Finally, it should be mentioned that the new 
emphasis on plan co-ordination over a wide field had 
been reflected at the organizational level by the setting 
up in 1962 of an Executive Committee, composed of 
Deputy Chairmen of Councils of Ministers, to give a 
more continuous guidance to the work of subordinate 
bodies than can be given by the Council itself and to 
consider major questions of plan co-ordination. Its 
"Bureau,. is in virtually permanent session (see below). 

(iv) The present organization and guiding principles 
ofthe CMEA 

131. The two main documents indicating the 
organization of the CMEA and the agreed principles 
on which it works today are the Charter, first published 
in 1959 and last revised in 1962, and the ·~asic 
Principles of the International Socialist Divisjq_n of 
Labour" approved in 1962. According to the former 
document, membership of the CMEA is now open to 
all countries which "subscribe to the purposes and 
principles of the Council and are willing to assume the 
obligations" contained in the Charter.120 Non
member countries may participate in the CMEA's 
work as observers, on the invitation of, and on terms 
determined by, the Council. In fact, Yugoslavia and 
mainland China were invited as observers in the mid
Fifties ; 121 Mongolia, North Korea and North Viet
Nam were observers in 1958, when Yugoslavia lost 
that status; all the Asian planned economies (except 
Mongolia, now a member) seem to have been infre-

,.. Standard clause in annual and long-term bilateral trade agree
ments between CMEA countries in the late 1950s. 

m For a brief review of CMEA co-operation in the middle and 
late fifties and discussions of the export-efficiency calculations and 
pricing problems in intra-trade at that time, seethe Economic Bulletin 
for Europe, Vol. 11, No. I, pp. 57-74. 

,. Originally, it was open only to European countries. 
"'Yugoslavia for the first time in 1956 and only to the Council 

itself and to an ad hoc committee on a project for a dam at the 
Iron Gates of the Danube, whereas mainland China appears to have 
been invited to the Commission sessions also. 
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quent observers during 1962 and 1963; it is generally 
expected that Yugoslavia will regain observer status 
again very soon. The only other observer ever to be 
reported was Cuba, at a Commission meeting on 
standardization in 1963. 

132. According to the Charter, "The economic 
and scientific and technical co-operation of the 
Council member countries shall be effected in con
formity with the principles of full equality, respect for 
sovereignty and national interest, mutual advantage 
and comradely mutual assistance." Any member may 
withdraw at six months' notice. 

133. Members are required to provide the Council 
with all the information it may require for its work, to 
assure implementation in their territories of recom
mendations with which they have agreed, and to 
notify the Council of progress in implementing such 
recommendations. However, any country may declare 
its lack of agreement with, or interest in, a majority 
recommendation and is then not obliged to take any 
consequential action; but it has no right to veto 
recommendations acceptable to others. Thus, there is 
no unanimity rule; on the other hand, no CMEA 
organ has-or is intended in the long-run to have
supra-national authority.122 

134. The superior body of the CMEA is the assem
bly of the Council itself (meeting twice a year). 
Below it is now the Executive Committee at Deputy
prime-minister level, set up in 1962 and meeting every 
two months, which is responsible not only for general 
supervision of the activities of the subordinate bodies 
of the organization but also for watching over the 
fulfilment by members of obligations resulting from 
acceptance of CMEA recommendations. It considers 
all major suggestions on co-operation, specialization 
and plan co-ordination put forward by the standing 
Commissions, by the secretariat or by individual 
cou~ries and has specific responsibility for promoting 
plan co-ordination in the widest sense and for translat
ing into practical terms the "Basic Principles". In 
these last responsibilities it is assisted by a "Bureau", 
composed of officials of national planning commis
sions, which is in virtually permanent session. Every 
member country is represented on these bodies and on 
the permanent Commissions listed below. They are 
serviced by an international secretariat. 

135. The permanent Commissions of the CMEA 
are the focus for the practical work of co-ordinating 
production plans, organizing scientific and technical 
co-operation, etc., in individual branches of industry, 
as well as for co-operation in a number of other fields 
(including the standardization of statistical and 
economic concepts, research into relative cost com
parisons, etc.) in which agreed data and concepts are 

"' A recent report on the first meeting of the Board of Directors 
of the "International Co-operation Bank" which, as is noted below, 
is to administer a new multilateral clearing scheme (among other 
tasks), suggests that the Bank may be an exception. It is stated 
(Soviet News, London, 13 November 1963) that "decisions are 
adopted by a majority of the Board" of Directors, composed of one 
from each member country each wielding one vote. 

desirable as a basis for rational decisions on inter
national division of labour. The following table lists 
the existing Commissions and similar bodies, with the 
dates of their establishment, and also lists the main 
subsidiary working parties, etc., which have been 
reported from time to time. These latter lists give an 
indication of the main products or product groups 
given special attention, as well as of other topics on 
which work has been undertaken. ' 

Commission 

Agriculture" 

Coal 

Electric power 

Oil and gas 

Iron and steel 

Non-ferrous metallurgy 

Engineering 

Chemicals 

Light and food 
industries " 

Construction 

Transport 

Use of nuclear energy 
for peaceful purposes 

Foreign trade 

Economic questions 

Year 
esta/r Sub-committees, working 
lished parties, etc. 

1956 Fruit and vegetables; agri
cultural fairs; agricultural 
research; veterinary prob
lems; agricultural co-oper
atives; packaging; mechani
zation; seeds. 

1956 

1956 International grid and gener
al power problems; hydro
electric power ; thermal 
power; research; Danube 
development. 

1956 

1956 Coke chemicals; rolled steel; 
pig-iron smelting and ore 
processing. 

1956 Non-ferrous metals proces
sing. 

1956 Roller-friction bearings; in
strument making and auto
mation ; machine tools; 
motor vehicles; tractors and 
agricultural engineering; 
telecommunications; heavy 
engineering. 

1956 Mineral fertilizers; pesti
cides; plastics; chemical 
fibres; synthetic rubber; rub
ber and tyre industry; petro
chemicals; textile auxiliaries 
and detergents; inorganic 
products; film industry; cel
lulose and paper; varnishes 
and paints; dye stuffs; phar
maceuticals; projects equip
ment; long-term planning. 

1958 Footwear; co-ordination of 
research in textiles, leather, 
footwear and food proces
sing. 

1958 Town planning and build
ing specification. 

1958 Railway electrification; pas
senger and freight lines and 
air transport. 

1960 Nuclear power; nuclear 
engineering. 

1956 Arbitration. 

1958 National accounts; real in
comes; investment efficiency. 
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Commission 

Year 
estab
lished 

Sub-committees, working 
parties, etc. 

Currency and finance 1962 
Statistics 

Co-ordination of scientific 

1962 Industrial statistics; mecha
nization of records and 
statistical systems; agricul
tural statistics; foreign trade 
statistics. 

and technical research 1962 
Institute of Standardization 1963 
Geological surveys 1963 

Note : The list in the last column may not be complete. It represents meet• 
ings noted by the secretariat from CMEA communiques and statements in the 
national press of the member countries. 

a Until 1958 "Agriculture" only. After Iune 1958, it included Forestry; 
the Timber and Cellulose Commission, set up in 1956, was then abolished. 

b Split into two in 1963. 

In addition, a central control office for the operation 
of' the electricity grid uniting the electric power systems 
of Czechoslovakia, eastern Germany, Hungary, Poland 
and the Ukraine-to which Bulgaria and Romania 
should be added before the end of 1963-functions in 
Prague and an "International Co-operation Bank" 
has recently been established in Moscow (see below). 
The Commissions listed above are spread among the 
various eastern European capitals as well as Moscow. 

136. The aims of the CMEA and the principles 
according to which they are to be pursued are set out 
in the Charter and the "Basic Principles" mentioned 
above. The general aim is stated in the Charter as 
promotion-by uniting and co-ordinating the efforts 
of the member countries-of the planned development 
of their national economies, the acceleration of eco
nomic and technical progress, the industrialization of 
the less-economically developed member countries, 
and the continuous rise of labour productivity and 
standards of welfare. 

137. The "Basic Principles of the International 
Socialist Division of Labour " stresses (p. 11 of 
English text) that the co-ordination of national eco
nomic plans in pursuit of these ends should aim to 
combine (a) the establishment or preservation of a 
"balanced economy in each country, ... compre
hensive (versatile) economic development of each 
socialist country for the fullest and most rational use 
of the natural and economic ... including manpower 
resources in all countries, and the gradual elimination 
of history-rooted economic disparities, primarily by 
industrializing the countries with a relatively low 
income level" with (b) an international socialist 
division of labour that will ensure " the fullest satisfac
tion of the people's needs in each country with a 
minimum expenditure of social labour "-in other 
terms, will minimize production costs for the area.t23 
" Inter-state specialization " of production is stressed 

"' The need for "a more rapid advance of countries with lower 
economic levels in comparison with other socialist countries" is 
recognized and is to be promoted through technical and other 
assistance to them (p. 28). The basis for their development is to be 
the creation of a "versatile economic structure, combining in an 

as a means of promoting technological efficiency and 
reducing costs; and it is repeatedly emphasized that 
this must lead to the establishment of "stable economic 
ties" between the CMEA countries (p. 14); "the 
links between the national economies arising from the 
division of labour must be sound and stable because 
their disruption by even one country will inevitably 
disrupt the economic rhythm in other socialist coun
tries" (p. 12); the "division of labour must reliably 
assure each socialist country of a market for the sale 
of items in which it specializes and for the purchase of 
raw materials, plant and other goods " (p. 8); and the 
need for the translation of recommendations on inter
national specialization into firm "long-term bilateral 
and multilateral trade and other agreements" among 
the CMEA countries is specifically stated (p. 30). 

138. It is indicated that in co-ordinating national 
plans, " including the most rational distribution of 
production capacities for the manufacture of similar
type or interchangeable items", the basic criterion 
should be cost-reduction, but that " estimates of the 
relative economic effectiveness of capital investments 
and production in the socialist countries and of the 
economic effect of foreign trade are used in co
ordinating national plans as an important, though not 
the only, criterion in substantiating rational ways of 
developing the international socialist division of 
labour" (pp. 22-23). Considerations of the effects on 
employment, balances of payments, defence capacity 
and the evening out of national levels of development 
must also be taken into account. The gradual introduc
tion of" multilateral trade and payments agreements " 
to avoid the need for strict bilateral balancing is 
advocated; so is the transition of the " world socialist 
market ... to a price basis of its own" (pp. 30-31). 

139. Stress is laid on the promotion of "the 
greatest possible production ... of raw materials of 
which there is a scarcity in the socialist camp" and 
of fuels and power; on "the maximum rate of growth of 
ferrous and non-ferrous metals output ", and on '' the 
need to increase to the utmost the output of food and 
agricultural raw materials so as to attain the world's 
highest living standard" (pp. 15, 16, 21, 26).124 

optimal complex industry and agriculture, extractive and processing 
industries, production of the means of production •.. and of the 
articles of consumption" (p. 24). A warning is sounded against 
pursuit of either " a tight economic complex to the detriment of 
rational international division of labour or any one-sided inter· 
national specialization of the economy". The factors to be taken 
into account in planning the optimal combination of complex 
development and specialization include, " existing and planned 
production capacities, manpower resources, possibilities for the 
numerical growth of personnel and the improvement of their skill; 
existing national income levels, accumulation and consumption in the 
national economy, possibilities for raising their levels and, accord
ingly, the volume of the domestic market; natural resources, soils 
and climate; geographical position in relation to other countries, 
existing and potential international communications; and existing 
and potential economic ties with ,the socialist countries and other 
countries of the world. There must, however, be no overestimation 
of the role of natural conditions and historical traditions, whose 
most effective and fullest use must go hand in hand with the creation 
of new conditions and traditions in accordance with the tasks of 
socialist and communist construction" (p. 25). 

... The "Principles" call specifically for "the maximum output 
of corn and animal products in each socialist country" (p. 21). 
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Nevertheless, the need for due consideration of wider 
possibilities of international trade is mentioned several 
times-for example (p. 9), " When national economic 
plans are co-ordinated, there must be maximum con
sideration of the need to ensure the manufacture of 
key items in quantities sufficient to satisfy the require
ments of the socialist countries with an eye to the 
steady development of their trade with other coun-

- tries " (see also pp. 12 and 26-27). 

(v) The current phase of CMEA development 

140. Some of today's activities of the CMEA 
carried out under the guidance of the " Basic Prin
cip~es '.' nee~ be only briefly noted here, as having only 
an mdirect Impact on the trade policies of the member 
countries. These include exchange of scientific and 
technical information, co-operation in developing 
tran~port facilities ~ithin the area adequate to give 
~ffic1ent support to mtra-member trade, co-operation 
m the fields of statistics and of economic and other 
research. More significant for the actual and potential 
~evelopment of international trade are: (a) the activi
ties of the sectoral Commissions in co-ordinating 
plans and recommending specialization in their fields, 
(b) the_ inc~easing attention being given to over-all plan 
co-ordmatwn, (c) the continuing discussions on 
methods of determining " rational " patterns of pro
duction and specialization within the area, (d) the 
planned change-over to a new basis for pricing in 
mtra-CMEA trade and (e) the establishment of the 
"I_nternational Co-operation Bank" and the attempts 
bemg made to provide for a more multilateral system 
of payments within the area. These are discussed in 
turn below. 

141. Agreed recommendations on the development 
and/or location of production within the CMEA area 
have now covered some thousands of products. As 
already mentioned, one purpose of all the consulta
tions leading to these decisions has been to encourage 
maximum exploitation in the short and medium term 
of such capacities as exist within the area. Longer
term objectives have varied somewhat from branch 
t? branch, '_Vith differing relative emphasis on produc
tiOn expanSIOI\- and on specialization within the area. 

142. CMEA recommendations now cover the 
whole fuel and power field and, as indicated in the 
" Basic Principles ", the main concern here has been 
to ensure production within the area adequate to cover 
members' estimated requirements; the linking of the 
area's electric power systems and the joint construction 
of the " Friendship pipeline " to transport Soviet oil to 
the other CMEA members have been menti6ned 
above. For most of the basic raw materials (such as 
r:tetals and crude chemicals) also, maximum exploita
tion of the area's natural resources to meet estimated 
needs has been the main guiding principle; and the 
location of the first-stage processing industries has 
been basically determined by that of the relevant 
natural resources. There has been a tendency for every 
country to build up a steel industry of some 

complexity without much regard to its own resource 
e~d~wments; but recommendations on specialization 
Within each metal-making branch have been made. 
It has been stated that in the chemical branch such 
recommendations cover fifteen divisions of the industry 
and more than 1000 products (including of course 
the highly processed products).12s ' ' 

143. The joint investment projects negotiated have 
been almost entirely in the fuel and raw materials 
fields,_ covering_ production of coal, natural gas, 
electnc power, _I~on ore, copper, aluminium, potash, 
phosphate, fertilizers, sulphur and some other basic 
chemicals and pulp, as well as the oil pipeline and 
electricity grid and a gas pipeline from Romania to 
Hun~ary.126 They have been international projects 
only m t~e sense ~hat one country (occasionally two) 
has provided credit (normally in the form of deliveries 
of equipment rather than " untied " finance) to cover 
part of the cost of an investment project in another: 
the amount and terms of the credit have been directly 
negotiated between the partners, and repayment has 
frequently been agreed in terms of deliveries of the 
resulting product over a stated period (sometimes also 
combin~d with an _obligation on the producing country 
to contmue to deliver stated quantities of the product 
on commercial terms for some period beyond the 
final repayment date). 
. 144. In the manufacturing industries, the promo

tiOn of specialization within the CMEA area so as to 
secu~e the econo~ies of large-scale production (in
cludmg concentratiOn of technological research and 
experience and economies of scientific training and 
man~g~rial. and other skills) has been the major aim. 
SpecializatiOn recommendations made up to mid-
1962 covered twenty-one groups, and more than 
1~0~ types, of equipment in the energy, metal-rolling, 
mmmg, chemicals, food-processing and construction 
fields; 127 recommendations have also been made on 
specialization in other engineering branches includino
ball-bearings, agricultural machinery, trans~ort equip: 
ment and machinery for some of the consumer-goods 
industries. In the consumer-goods field itself, the 
" Basic Principles " (p. 20) advocate specialization 
" only when the total volume of demand for some 
~ange of products or models in a given country is, and 
IS expected to remain for a number of years, below the 
opti~um of rational production at the existing 
techrucal level", and no specialization recommenda
tions have yet been reported. 

145 .. In agriculture, as indicated above, the main 
emphasis has been on the expansion of output of basic 
foodstuffs and agricultural raw materials within the 
CMEA region; but it was agreed that Bulgaria, 
Hungary and Romania (originally Albania too) 
should build up exports of fruit, vegetables and wine 
to supply guaranteed markets in the other CMEA 

"'Mirovaya ekonomika i mezhdunarodnoe otnoshenie, No.5, 1962. 
. '_" Othe! projects i!lclude, for example, Czechoslovak investment 
m 1mprovmg Romaman port facilities. 

"'Mirovaya ekonomika i mezhdunarodnoe otnoshenie, No. 5, 1962. 
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countries. Specialized production and exchange of 
selected seeds has also been recommended and is 
being put into effect. 

146. Many of the agreements on expansion and/or 
specialization of output and intra-trade were nego
tiated on the basis of the national economic plans for 
periods ending in 1965, and their results were incor
porated both in revisions of national plans and in 
five-year bilateral trade agreements for the 1961-1965 
period.128 Such agreements are supplemented by annual 
protocols specifying exchanges for the year. 

147. During 1961 and 1962, work began on the 
surveying of national estimates of needs and pro
duction possibilities for a wide range of products, and 
of the consequent possibilities of intra-trade, for 
periods up to 1970 and 1980; and these should result 
in production and specialization recommendations 
and in trade agreements for 1966-1970 and longer 
periods. Immediate attention was given to the twenty
year balance of energy supplies, and similar work 
on metals, chemicals, other raw materials and agri
culture was stated to be in prospect. At the same 
time, the decision was taken to attempt a co-ordination 
of national investment plans in a wider sense. This is 
expected to involve consideration of each country's 
over-all investment effort in relation to its level of 
functional income, degree of development of industry 
and agriculture and prospective rates of expansion, 
etc., and to lead to co-ordination of investment levels 
and branchwise investment patterns-in extension of 
the within-branch co-ordination of plans which has 
been the practice so far. Work began on the basis of 
the national investment plans for 1964-1965 and is to 
be extended to the new long-term plans as the national 
plans reach the stage of preparation at which this will 
become possible. Increased attention is to be given to 
the possibility of joint projects, which are expected 
to represent a more significant share of total CMEA 
capital formation in future than in the past. 

148. Thus it seems that although the CMEA has 
not so far aimed at promoting factor-mobility (either 
of labour or, to any significant extent, of capital) 
within the area, there is now to be an attempt to 
ensure both equivalent investment efforts by all 
members in the light of their relative economic 
strength 129 and also a larger international flow of 
capital within the area. This may involve a redistribu
tion of savings from the more to the less-economically
developed members of the group going beyond the 
(relatively small) assistance in building up capacities of 
direct interest to the lending country and the other 

111 According to a Bulgarian report (Vneshna rrgovia, No. 7, 1961 
summarized in the Economic Survey of Europe in 1961, Chapter II, 
p. 34) the resulting trade agreements provided for an expansion of 
intra-CMEA trade by 78 per cent between 1958 and 1965-consider
ably faster than the planned rise of total turnover-and for parti
cularly large increases, not surprisingly, in manufacturing branches 
for which specialization agreements existed. In 1962, it was suggested 
that intra-trade during 1963-1965 could be 25 per cent greater than 
originally foreseen, and considerable increases were in fact negotiated 
(Vneshnyaya rorgovlya, No. 1, 1963). 

'" Considerable work on the comparison of national consumption 
levels has already been done. 

bilateral credits which have been the rule in the 
past.130 At the same time, a more far-reaching 
co-ordination of investment patterns is intended, 
though this is still to be based on recognition of each 
country's right to a "versatile" or "complex" economic 
structure, as well as on the employment, balance-of
payments and other considerations enumerated in the 
" Basic principles ". 

149. Although comparative costs will thus not be 
the only basis for decisions on specialization, the 
importance of comparisons of actual and potential 
relative costs is increasingly stressed. Comparisons are 
being made, or the possibilities of comparison being 
discussed, on a number of bases. One is current money 
costs of production in each country, the exchange-rate 
problem being avoided by using the real-wage index 
(for which the basis has been provided by the calcula
tions of relative consumption levels already men
tioned); another is conversion of wage costs on this 
basis to roubles, addition of raw material inputs at the 
actual rouble price and of national amortization on a 
standard basis; more sophisticated accounting of 
capital cost may also be introduced; and the invest
ment efficiency calculations of individual countries 
may also be taken as a guide to relative cost structures 
even though the national formulae differ somewhat 
from each other. Work is also proceeding on com
parisons of costs in physical units (hours of labour) 
and on other indicators. Attempts are made to allow 
for technical progress and the likely long-run develop
ments of the relative cost-structures of individual 
countries.131 

150. Attempts are also made to assess the net 
benefit of the whole specialization policy for each 
individual country, on the basis of the combined 
production "and import cost of all products subject to 
specialization agreements on the alternative assump
tions of (a) specialization and (b) continuation of 
present patterns of production and trade. 

'"An article by Mr. Khrushchev in Kommunist, No. 12, 1962. 
states (p. 13) "When the target is the most efficient utilization of 
resources allocated to capital formation we ought, perhaps, to reckon 
also with the necessity of a certain movement of these resources 
from country to country; of course, on conditions mutually accept
able to the countries concerned. Such an approach is financially 
self-liquidating and will be advantageous for all countries concerned. 
The Soviet Government, like the Governments of other CMEA 
member countries, advocates the extension of the practice of jointly 
financing the building of industrial, transport and other projects, 
which are of an international importance. Joint financing is impor
tant first of all in the field of raw materials sectors producing for 
export, and inasmuch as they are most capital intensive. In our view, 
the necessary conditions are ripe for the joint consideration within 
CMEA of important projects, which are of common interest." 
The Chairman of the Foreign Trade Commission of the Polish 
Parliament has expressed the view that full co-ordination of plans 
within the CMEA area would mean that "the national income of 
some CMEA countries would have to flow out to pay for investment 
in other countries in which investment conditions are better". 
However, he saw many difficulties in the way of ensuring an optimum 
pattern of capital flows in the near future (Zycie Gospodarcze, 
No. 46, 1963). 

"'See Ekonomicheskaya gazera, 16 February 1963; B. Szikos 
Nagy, "International comparisons of economic processes with the 
help of value indicators", Kozgazdasagi Szemli, No. 2, 1962; 
R. Fidelski, Polish economic co·operation with socialist countries, 
Warsaw, 1959; A. Bodnar "1962-a decisive year in the Develop
ment ofthe CMEA", Gospodarka Planowa~No.1, 1963. 



151. A more rational division of labour among 
the CMEA countries could clearly be facilitated by 
payments arrangements which would allow each to 
consider only its balance of payments with the group 
as a whole rather than being obliged, as today, to aim 
at a virtually exact balance with each individual trade 
partner. An "International Co-operation Bank" has 
been set up by the CMEA countries following a 
decision of Heads of Government in July 1963, and it 
will start operations on I January 1964. It has a 
capital of 300 million roubles, of which 20 per cent will 
be called up in the first year of its operation, to be 
contributed by the member countries in transferable 
roubles. The negotiation of bilateral trade agreements 
among the CMEA countries for any year will in future 
be followed by a round of multilateral negotiations 
intended to ensure a maximum realization of trade 
possibilities via multilaterally-compensating additional 
exchanges. Each country will be obliged to plan a 
balance of its payments to and receipts from the 
CMEA area as a whole in any calendar year (subject 
to any bilateral credits it may negotiate). Following 
the conclusion of these negotiations, bilateral surpluses 
and deficits arising in intra-member transactions in 
the course of the year will be compensated through the 
members' accounts with the Bank; and the Bank will 
have the power to grant short-term credit (for up to 
one year) and to hold temporary deposits, resulting 
from individual countries' temporary deviations from 
the planned balancing of transactions with the CMEA 
area.132 The extension of the scheme to other countries 
is envisaged as a possibility; and the possibility of 
introducing an element of wider convertibility into 
inter-member payments is also under study. It is 
envisaged, moreover, that the Bank might act as an 
agent in financing long-term investment projects, 
though only on the basis of supplementary funds 
provided by members.133 

152. It is clear that-at least in the beginning-the 
effective transferability of currencies (or multilateral 
compensation of bilateral deficits and surpluses) 
within the CMEA area will, in principle, simply reflect 
the planned pattern of commodity trade and other 
transactions; but should a planned pattern of, say, a 
Bulgarian deficit with Poland compensated by a 
Bulgarian surplus with Romania in fact emerge from 
actual trade as a deficit with the Soviet Union and a 
surplus with Romania these balances will stiiJ be 
balances in transferable roubles, subject to automatic 
compensation by the Bank. Similarly, any unforeseen 
debits and credits with the area as a whole (i.e., with 
the Bank) emerging from the actual year's trade should 
be wiped out in the following year by means of the 
debtor's planning, and negotiating a surplus with its 
CMEA partners as a group and the creditor a deficit 

"' Limits will be set to the extent to which any country can 
accumulate a net debit balance in the Bank's books in the course 
of a year. 

m Direct communication by the CMEA secretariat; articles by 
the Director of the Polish Ministry of Finance, Trybuna Ludu, 
25 October 1963, and by the First Deputy Minister of Finance of 
Hungary, Nepszava, 19 August 1963. 
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(unless the latter prefers to hold a transferable rouble 
deposit with the Bank, which would, of course, 
increase the Bank's power to extend credit). Thus a 
certain increase in the flexibility of the system seems 
to be in prospect. 

153. Finally, there remains the work now initiated 
on the study of ways of bringing about the transition 
of the " world socialist market ... to a price basis of 
its own." ("Basic Principles'', pp. 30-31). Studies are 
in progress both in individual countries and in a CMEA 
working group. The problem of determining the 
" own " cost structure of the CMEA countries is 
similar in some respects to that, described above, of 
comparing the cost-structures of individual countries; 
but the problem of weighting the cost-structures of 
individual countries (on the basis of relative volumes 
of production, or of exports or imports, of each 
product or according to some other system) is clearly 
an additional complication.134 

154. Whether the change-over will be made is still 
in doubt: it certainly will not be made very soon. If it 
should come about, the effects on CMEA trading 
policies might well be considerable. The present basic 
principle of conducting intra-CMEA trade on the 
basis of world prices means that any build-up of 
capacity in the area to produce goods at high relative 
cost (defined in relation to a comparison of the cost
structure of the area with the price-structure of the 
world market) tends to be a burden on the producing 
country, unless it is able to bargain for more than the 
"world" price.135 A change to a price-structure for 
intra-member trade based on the CMEA cost
structure would tend to transfer the burden to the 
importing country-as tends to happen also under the 
impact of preferential tariff systems, such as that of 
the EEC, or of preferential quota arrangements. The 
resulting changes in intra-CMEA terms of trade and, 
consequently, in the distribution of the costs and 
benefits of the type of plan co-ordination and trade 
development practised by the CMEA, might well 
encourage some reconsideration of particular produc
tion and intra-trade plans. Broadly speaking, Govern
ments-whether of market or of planned economies
tend to feel that it is a " good thing " to have a particu
lar branch of manufacturing production on their terri
tory (though there has been only moderate enthusiasm 
in any CMEA country for building up relatively 
high-cost raw materials production to supply its 
neighbours); but no importer feels privileged in being 
expected to buy from his neighbours something which 
he could obtain at lower cost from the outside world. 
Indeed the negotiation of a " CMEA price-structure " 
-or, alternatively, the consideration of the trade 
policies appropriate to such a pricing principle
would raise many of the same questions implicit in the 

"'The problem is discussed in E. Fande, Wissenschaftliche Zeit· 
schrift der Hochschule fiir Okonomie, No. 3, 1963, pp. 226-237. 

"'There may, of course, be a compensating advantage to the 
extent that it receives world prices for its relatively low-cost pro
duction. 
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TABLE Il-21 

Area distribution of the trade of the eastern European countries and the Soviet Union, 1955 and 1961 

1955 1961 

I millions 

Soviet Union 
Total . .. 3 061 5 832 
Origin or destination 

Eastern Europe 1 663 3 066 
Asian planned economies 738 714 
Developing countries 182 867 
Rest of world" . . . .. 478 1185 

Eastern European countries 
Total .......•••. · · · 4537 8 433 
Origin or destination 

Eastern Europe and Soviet Union 2 871 5 586 
Asian planned economies 242 190 
Developing countries 254 530 
Rest of world" • . . . . 1 170 2127 

CMEAarea 
Total .... • ~ 0 • . .. 7 598 14269 
Origin or destination 

Eastern Europe and Soviet Union 4534 8 652 
Asian planned economies 980 904 
Developing countries 436 1 397 
Rest of world" . . . . 1 648 3 316 

Source : " Past Flows and Future Prospects for Trade between Centrally
planned Economies and Developing Countries", Table 2. 

a Including unspecified. 

drawing up of the common tariff of a customs union 
of market economies. 

(vi) The implications of the CMEA for developing 
countries 136 

155. It was noted above that the degree of con
centration of the CMEA countries' trade on inter
member exchanges was about the same in 1962 as in 
1953 and significantly greater in either year than at its 
minimum in 1956, when the real efforts at intra
sector plan co-ordination were beginning. Neverthe
less, between 1955 and 1961 the share of developing 
countries in CMEA trade turnover rose from 5.5 per 
cent to 10 per cent of the total; and in the latter year the 
total value of this trade was more than three times that 
of 1955. Over the same period, the total turnover of the 
CMEA countries rose by 80 per cent. The increase in 
the share of the developing countries in the total trade 
of the CMEA area during this period was almost en-

,.. All figures quoted below relate only to developing countries 
outside Europe. As is apparent from Table 11-21, the Asian centrally· 
planned economies are here classified separately, and not with 
developing countries. 

Exports 

1961 1955 1961 1955 1961 1961 

Index Index 
number number 

Percentage shares 1955=100 I millions Percentage shares 1955=100 

100 100 191 3423 5998 100 100 175 

54.3 52.6 185 1 792 3420 52.3 57.0 191 
24.1 12.2 97 914 578 26.7 9.6 63 

6.0 14.9 496 88 745 2.6 12.5 851 
15.6 20.3 254 629 1 255 18.4 20.9 195 

100 100 186 4852 8296 100 100 171 

63.3 66.2 195 3 031 5 531 62.5 66.7 183 
5.3 2.3 78 298 218 6.1 2.6 73 
5.6 6.3 209 354 649 7.3 7.8 183 

25.8 25.2 184 1 170 1 897 24.1 22.9 162 

100 100 188 8264 14 193 100 100 172 

59.7 60.7 191 4 822 8 951 58.3 63.1 186 
12.9 6.3 92 1202 796 14.5 5.6 66 
5.7° 9.8° 320!> 441 1 394 5.4!> 9.8° 316° 

21.7 23.2 201 1 799 3 052 21.8 21.5 170 

b The data in this table are based on the national statistics of the CMEA 
countries. The tabulations in the United Nations Monthly Bulletin of Statistics 
give slightly different results-for CMEA imports from developing countries, 
a share of 8.8 per cent in 1961 and an index number of 298; for exports to 
developing countries, a sbare in 1961 of 9.3 per cent and an index number 
of 333. 

tirely due to their trade with the Soviet Union: their 
share in the trade of other CMEA countries hardly 
changed (see Table II-21). 137 The share of the Asian 
planned economies in the trade of the Soviet Union fell 
from 25.5 per cent in 1955 to 11 per cent in 1962; for the 
other CMEA countries, the share fell from 5.5 per cent 
to 2.5 per cent. These reductions reflect, of course, the 
recent fall in exchanges with mainland China. 

156. The present composition of the trade of 
developing countries with the CMEA area is described 
elsewhere,138 and is SUII!marized in Chapter Ill. Food 
and raw materials account for nearly 95 per cent of all 
imports from developing countries; and a few pro-

;~ 

"' It has to be remembered that these comparisons are affected by 
the changing incidence of indirect trade. There has probably been 
a fall in the share of Soviet purchases for resale to eastern European 
countries in the total trade; and, if this is so, the share of direct and 
indirect imports from developing countries in the total imports of 
the eastern European countries other than the Soviet Union may 
even have fallen somewhat. It may be-though this too is uncertain 
-that for the CMEA area as a whole the incidence of indirect trade, 
not reflected in the national statistics of imports from developing 
countries has fallen. 

"' See "Past trade flows and future prospects for trade between 
the centrally-planned economies and developing countries", in this 
volume. 
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ducts-rubber, cotton, metal ores, hides and, recently, 
sugar-account for the bulk of the trade. The Soviet 
Union and Czechoslovakia provide 80 per cent of the 
whole CMEA market for the developing countries, 
though some Soviet purchases are passed on to other 
CMEA countries; the CMEA area drew 65 per cent 
of all its imports from developing countries in 1961 
from only four of them (Cuba, the United Arab 
Republic, Malaya and India). 

157. The present narrow range of CMEA trade 
with developing countries (in terms of both products 
and partner countries) probably has not been deter
Inined to any significant extent by the activities of the 
CMEA as such. The political factors which have 
restricted the development of east-west trade in 
general have also affected trade between the CMEA 
area and many of the developing countries; the 
absence of traditional trading contacts, in contrast 
with the long-standing ties between ex-colonial terri
tories and the former metropolitan countries, has also 
been an important hindrance to be overcome in many 
cases before new trade flows could develop. In some. 
of the CMEA countries which are themselves still at a 
relatively early stage of industrial development-such 
as Albania, Bulgaria or Romania-the market for 
many of the traditional products of the developing 
countries overseas would inevitably be small. More
over, in all CMEA countries, imports of tropical 
foodstuffs and beverages have remained at very low 
levels, 139 reflecting balance-of-payments considerations 
and the low priority attached to these commodities in 
planning imports and consumption. Finally, it has not 
always been easy for the eastern European countries to 
avoid balance-of-payments difficulties, even in trade 
with developing countries. The planned balancing of 
transactions which is relatively easy to achieve in 
intra-CMEA trade is far less easy to arrange with most 
developing countries, whose Governments are not 
themselves importers on a significant scale of the 
equipment and other goods that the CMEA countries 
can offer. Many of the developing countries at present 
choose to conduct trade on the basis of settlement in 
convertible currencies, and it has not always been easy 
for the CMEA countries to negotiate a reverse flow of 
exports sufficient to ensure that their actual net 
expenditure of convertible currencies is small. Their 
most important trading partners among developing 
countries, apart from Malaya, are those with which 
such arrangements have proved possible. 

158. It is hardly necessary to stress that the 
existence of the CMEA has not prevented a rapid 
growth of imports from developing countries between 
1955 and 1962; and to the extent that the national 
econoinies of CMEA countries have expanded faster 
as a result of their co-operation than they would 
otherwise have done, this co-operation can be seen as 
contributing to the growth of their imports. It may be 
noted that the trade has so far been concentrated on 
products of which there has been a scarcity in the 

••• Ibid., section 7 
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CMEA area, the major exception being sugar, of 
which imports into the CMEA area from Cuba were 
suddenly expanded as a consequence of political 
developments in that country and of the loss of its 
former market in the United States. For some of these 
products, however, the CMEA policy of developing 
production within the area to the maximum extent 
possible may have had an adverse effect on the rate of 
increase of imports. This seems to apply to metal ores, 
for example, though political factors (such as western 
strategic controls on exports of copper from sources 
susceptible to such controls) also stimulated the 
CMEA drive for the greatest possible exploitation of 
regional production possibilities. 

159. Turning to a consideration of the future 
prospects for trade between the CMEA area and the 
developing countries, the probability of a continuing 
rapid expansion of the CMEA economies, and the 
relatively low level of foreign trade in relation to 
national income in several of them (and particularly in 
the Soviet Union) today, are favourable factors. 
Moreover, the CMEA countries have declared their 
readiness to expand trade with developing countries, 
particularly by means of long-term trade agreements. 
It is clear, however, that much will also depend on the 
relative weights to be given in practice to the various 
criteria which, according to the " Basic Principles " 
summarized above, are to govern economic co
operation and the co-ordination of national plans 
within the CMEA area. 

160. Although the intention to take advantage of 
the wider possibilities of international trade is several 
times mentioned, it is clear that this is not expected
any more than in the EEC or the EFTA-to lead to 
the planning of production and conduct of trade on 
pure " comparative cost " principles. Not only is this 
ruled out if any weight at all is to be given to some 
of the other criteria, but the stated intention to establish 
a price basis for intra-member trade based on the cost
structure of the CMEA area indicates that it is not 
intended simply to aim at adapting the pattern of 
CMEA production and trade to the pressures of the 
world market. Just as a price-structure different from 
that of the world market is brought about for intra
EEC and intra-EFTA trade by the operation of the 
preferential tariff and quota systems of these areas, so 
it is expected that the application of the " Basic 
Principles " to CMEA production and trade planning 
will make desirable a separate price-structure for the 
intra-trade of that area. 

161. Faced with a current structure of relative 
costs in the CMEA area different from that of relative 
prices on the world market, the CMEA Governments 
will have to decide what actual or potential margins 
between the two are acceptable as a basis for the 
planning of production in, and trade between, the 
CMEA countries. In other terms, if the expected cost 
of product A appears high on the CMEA scale of 
relative costs of commodities A to Z and low on the 
world-market relative price scale, and product X 
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appears low on the CMEA scale and high on that of 
world prices, how far will this result in a decision to 
plan to reduce production and expand imports of A 
and to expand production (and possibly exports) of X? · 
No attempt appears yet to have been made to reach 
agreement on what are to be regarded as acceptable 
margins. Moreover, an agreed answer will be required 
to the question of the effective exchange rate to be 
applied between the currencies of the CMEA group of 
countries and those of the outside world (implying, in 
effect, a decision on the over-all dependence of the 
CMEA area on trade with the outside world). Clearly, 
the negotiation of the change to a new price basis will 
take a long time, and for some years to come intra
trade will continue to be conducted on the basis of 
"world prices ". 

162. The " Basic Principles " indicate that plan 
co-ordination in the fuels, ores and metals and agri
cultural sectors is to be based on the maximum 
expansion of output within the area; but it is hardly 
to be expected that this will be interpreted literally and 
with no regard to cost-particularly if the external 
conditions which have so far encouraged policies of 
area self-sufficiency should change. In the manu
facturing sphere, the aims of levelling-up degrees of 
economic development within the CMEA area, and of 
encouraging a complex pattern of industrialization in 
the less-industrialized member countries, may be 
factors tending to limit the market offered for some 
products to the industries of countries outside the 
area, though the general tendency of accelerated 
development is, of course, to widen trading oppor
tunities. 

163. It is frequently stressed by the member 
Governments of the CMEA that sectoral plan co
ordination, and the planning of mutual trade, starts 
with the confrontation of national estimates of future 
needs, production possibilities, imports and exports 
(in total and from other CMEA members) for a given 
period, and that each member country has the right 
to determine the margin of trade it wishes to reserve 
for supplies or markets outside the area. In itself, this 
would encourage the expansion of trade with outside 
countries whenever mutual economic advantages 
could be reaped. At the same time, a number of 
factors tend to bring about a planned expansion of 
intra-member trade to some extent through diversion 
of potential flows to and from the outside world. 
In the short and medium term, they include the 
attempt to ensure maximum use of capacities through
out the area, and the interest of some countries at any 
time in securing larger supplies of some goods within 
the area than their partners are currently planning to 
offer, and of others in finding larger markets for some 
goods than currently appear to be in prospect. When 
longer-term plans are in question, relative-cost con
siderations may still be offset to some extent by the 
advantage from the planners' point of view of the 
relative certainty of supplies and of markets on which 
commitments have been made in the CMEA; the 

avoidance of possible balance-of-payments difficulties 
through the planned balancing of intra-CMEA 
transactions; the similar impact on all CMEA mem
bers of international political conditions, etc. 

164. The relative weights given to the various 
considerations influencing CMEA recommendations 
on production within the area and on intra-trade may 
vary from time to time in the light of, inter alia, 
international political developments and current and 
expected future international trading conditions. An 
easing of east-west tensions and improved conditions 
of access to the markets of developed market econo
mies, improved prospects of earning surpluses of 
currency in those markets for expenditure in develop
ing countries and the extension of trade links with 
developing countries themselves (carrying the possi
bility of increasing direct exports to those countries) 
could all result in a revision of the current production 
and import plans to give increased weight to the 
possibility of expanding imports from developing 
countries. The rate of expansion of two-way trade with 
the developing countries will depend in part on the 
willingness of those countries to enter into long-term 
trade agreements and contracts not only as sellers but 
also as purchasers, which may in some cases require 
action by the Governments of the developing countries 
to ensure the increasing absorption of imports of 
equipment, etc., from the CMEA countries as well as 
the development of exportable production. Some 
suggestions on ways in which the latter could be 
facilitated by drawing developing countries into 
contact with the CMEA consultations on sectoral 
plan co-ordination and by improving payments 
arrangements are put forward in Chapters III and V. 

165. Increased consultation and co-operation be
tween the developing countries and the members of 
the CMEA at an early stage in the formation of the 
latter countries' plans could be particularly important 
in view of the fact that, once agreed recommendations 
on the development of production of, and intra-trade 
in, a particular product in the CMEA area have been 
reached-covering a period of five, ten or occasionally 
more years-the countries concerned are expected to 
abide by these agreements and, indeed, generally to 
translate them into the more binding form of bilateral 
trade agreements and contracts. Thus, at any moment 
in time, a considerable part of the CMEA countries' 
trade pattern in the immediate future tends to be 
committed by intra-CMEA agreements. 

166. The integration of the CMEA economies via 
co-ordinated sectoral planning may improve the 
possibilities of trade expansion by producing higher 
rates of economic growth than they could achieve in 
isolation. The extent to which this increased rate of 
growth will benefit non-member countries will depend, 
however, on the scope and content of the planning 
decisions. At the present time, the long-term commit
ments (for more than five years) of the CMEA 
countries under production and trade recommenda
tions, other than in the ..-basic fuels and some raw 



materials branches, are probably rather limited.140 It is 
therefore still possible for the future development of 
production and trade over a wide field to be signifi
cantly influenced by any improvements in trading 
conditions with non-CMEA countries and by such 
factors as increased willingness on the part of the 
CMEA countries to give special consideration to the 
needs of the developing countries for growing markets 
both for their traditional products and for manu
factures. 

167. The discussion in this subsection has so far 
been concentrated entirely on the impact of the CMEA 
on the trade of developing countries. It should be 
noted in conclusion that the CMEA-unlike the EEC 
-has no arrangements for the co-ordination of 
economic policy in other fields affecting non-member 
countries. Policy on such matters as credits and other 
forms of aid to developing countries, for example, is 
outside its sphere. However, the nature of the planning 
systems of the CMEA countries and their possibilities 
of plan co-ordination clearly offer scope for a useful 
co-ordination of national aid-and-trade policies. 
Credits given to developing countries could be related 
to the expansion of production of interest to the 
CMEA member countries; and the co-ordination of 
CMEA countries' production and trade plans in the 
sector in question could take into account the desir
ability of receiving repayment of the credit in the form 
of the goods produced by the project. Such arrange
ments would seem to constitute a rational extension of 
the envisaged co-ordination of the investment plans of 
the CMEA countries noted above and of the current 
methods of joint planning of sectoral production and 
trade patterns. 

168. An attempt at a statistical estimate of the 
potential expansion of CMEA trade with developing 
countries is made elsewhere.m Its conclusions are 
summarized in Chapter III, which also considers the 
possibility of drawing developing countries into the 
negotiation of future CMEA specialization and trade 
agreements. For a number of products-temperate
zone agricultural products, fuels, textile fibres, rubber, 
many chemical products and most ores and metals
current plans do not indicate good prospects for trade 
with developing countries.142 However, it is suggested 

"' As mentioned above, CMEA recommendations are reported 
to have covered some thousands of products of the engineering and 
chemicals industries; but only recently the Chairman of the Trade 
Commission of the Polish Parliament stressed the extreme difficulty 
of reaching rational decisions on specialization in these two sectors 
in particular; he stated that "in the present stage we (the Polish 
planning authorities) cannot commit ourselves for any lengthy 
period of time to specific kinds of specialization". He expressed 
doubts whether the Polish authorities would be able to make firm 
commitments during next year on the next five years' developments 
in the engineering and chemicals industries as, under the CMEA 's 
programmes, they should do. ("Crucial Problems of Co-operation", 
Zycie Gospodarcze, No. 46, 1963.) 

w "Past trade flows and future prospects for trade between the 
centrally-planned economies and developing countries", in this 
volume. 

'" However, as already mentioned, gross imports of some pro· 
ducts, such as long-staple cotton or high-quality wool, may continue 
to rise even if net imports of related products (textile fibres as a 
whole) should cease or give place to a net export surplus. 
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that if the CMEA countries' plans for the over·all 
growth of national income are achieved, and if detailed 
output and trade plans are directed in future towards 
realizing to the fullest extent practicable the potential 
benefits of a wide international division of labour the 
possibilities of expanding trade with developing coun
tries are immense. 

Chapter III 

THE IMPLICATIONS FOR VARIOUS 
COMMODITY GROUPS 

INTRODUCTION 

I. In the present chapter, the implications for 
exports from developing countries of the European 
regional groupings are analysed by commodity classes. 
The discussion is largely concentrated on the prospects 
during the next few years. This is logical, given that 
neither the Rome Treaty nor the Stockholm Conven
tion is yet fully operational and also that the present 
arrangements for which these provide are likely to be 
changed in the future. Furthermore, the long-term 
prospects are examined in another paper prepared for 
the Conference on the basis of projections. Thus, 
although these prospects should be kept in mind, only 
general references to them are needed here. In con
trast, the discussion of the short- and medium-term 
implications is given in considerable detail and, indeed, 
is rather casuistic. 

2. As a framework for this detailed discussion, 
however, it is useful to present first an over-all picture 
of exports from developing countries together with 
some information on the major factors which, gener
ally, limit their growth. In 1961, total exports from 
these countries amounted to $27.6 billion f.o.b. 148 

Of these, $19.7 billion (71 per cent) were sent to 
developed market economies and $1.2 billion to the 
CMEA countries. The bulk of the developing coun
tries' exports consists of primary products. In 1961, 
food, crude materials and fuels accounted respectively 
for 29, 26 and 30 per cent of total exports, whilst 
manufactures (including base metals, mostly non
ferrous) were only 15 per cent of the aggregate value 
of exports; the share of manufactures was even smaller 
in total exports to developed market economies and 
CMEA countries. The very composition of these 
exports-if unchanged-will limit their growth, for 
the income elasticity of demand for most foodstuffs is 
low in developed market economies and technological 
change tends to create a relative decline in the con
sumption of certain raw materials and the substitution 
of others by synthetic products. On the supply side, 
moreover, the output of many primary goods shows 
a clear tendency to rise, even in western Europe. 
Accordingly, several studies made by GATT and 
the United Nations have shown that the developed 
market economies import requirements of primary 

... United Nations Monthly Bulletin of Statistics, March and 
April 1963. 
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commodities are likely to grow relatively slowly during 
the next fifteen or twenty years.144 In fact, their rate of 
expansion will be less than the increase in developing 
regions' import requirements of capital equipment and 
other commodities that will be necessary to attain the 
growth targets of the Development Decade. 

3. In the CMEA countries, however, imports of a 
number of primary products have risen substantially 
in recent years. Although in total these imports are 
still relatively small, in the case of raw materials the 
rise of one-third recorded between 1955 and 1961 was 
equivalent to the total increase in exports of such 
products by developing countries. 

4. In developing countries the income elasticity of 
demand for food is relatively high. This, together with 
the rapid growth of population, means that economic 
development is accompanied by a significant rise in 
food consumption and this group of countries has 
increased its food imports in recent years so that in 
the case of bread grains it is already a net importer. 
Likewise, certain developing countries are faced with 
growing import requirements of base metals and fuels 
for their emerging manufacturing industries. Therefore, 
there is also a possibility of an expanded trade between 
the developing countries themselves in these com
modities. 

5. Nevertheless the markets of the western Euro
pean regional groupings are of fundamental import
ance for the developing countries, since they took 
nearly half of the total exports of the latter during 
1960-1962. Imports into EEC alone amounted to 
$8.7 billion and together with the purchases made by 
EFTA-$5.6 billion-they represented 90 per cent 
of the developing regions' exports to all European 
groupings (see Table III-1).145 This trade consists 
overwhelmingly of primary products; while such trade 
accounted for only 43-45 per cent of both EEC's and 
EFT A's total imports, it represented as much as 84 
and 75 per cent respectively of the developing coun
tries' exports to these two groupings in 1960-1962.146 

With a commodity composition characterized by a 
low share of such dynamic products as manufactures, 
the developing countries are not in a good position to 
take advantage of accelerated economic growth in the 
developed countries. 

6. Furthermore, the present policies of EEC and 
EFTA are not likely to facilitate a change in the com
modity structure of exports from developing countries 
since they tend to discourage an increase in the share 

, .. For example, see United Nations, Economic Commission for 
Europe, Economic Survey of Europe in 1960 (Sales No.: 61.II.E.l), 
Chapter V; and GATT, International Trade 1959. 

"' Developing regions are defined as the world less North Ameri<:a, 
EEC EFT A, Finland, Iceland, Ireland, Eastern Europe, Australia, 
New' Zealand South Africa and Japan. Data in Tables III-I, 
III-2, Ul-8, IIi-9 and lll-12, include, therefore, developil.lg countries 
in southern Europe-namely Greece, Portugal, Spam, Turkey, 
Yugoslavia and Cyprus-which are excluded from under-developed 
areas as defined in the United Nations Monthly Bulletin of Statistics, 
March 1963. 

"' In the case of CMEA, the corresponding proportion was even 
higher, reaching 94 per cent in the same year. 

of processed goods at the expense of the corresponding 
raw materials. First, in the case of EEC domestic live
stock products are given greater protection than feed 
grains. Secondly, in both EEC and EFTA the geo
graphical extension of a tariff regime which tends to 
rise with the degree of processing will encourage the 
expansion of processing activities within these group
ings. Thirdly, the disappearance of preferential treat
ment over EFTA supplies of Commonwealth manu
factures in the United Kingdom is likely to have a 
greater impact than the new preferences granted for 
similar products in the framework of the EEC associa
tion. Indeed, the supply elasticity for manufactures in 
the AOS appears to be much smaller than in certain 
other developing countries that are discriminated 
against. Such negative effects may be offset to some 
extent not only by income effects but also by the fact 
that a group of developed countries may find it easier 
than individual countries to accommodate higher 
imports of manufactures from developing regions.l47 

But the realization of such beneficial effects is con
tingent either on the rapid economic growth of the 
regional groupings or on their willingness to negotiate 
concrete commitments and initiate constructive poli
cies. 

7. The present chapter is divided into three sec
tions. The implications of both EEC and EFT A for 
primary commodities are dealt with in section 1, and 
for exports of manufactures in section 2. The last 
section of the chapter is devoted to CMEA and is 
essentially a summary of another paper prepared for 
the Conference.148 

8. Whilst there are several similarities between the 
likely impacts of the EEC and EFTA, there are also 
significant variations. These contrasts result from a 
combination of differences in the arrangements and 
policies of the two groupings and also in the broad 
geographical pattern and commodity composition of 
their import trade. It can be seen from Table III-1 
that in both EEC and EFT A the share of developed 
countries in total imports is much higher than that of 
developing regions. This largely reflects the importance 
of imports of manufactures (other tharr base metals), 
which amounted to almost one-half of EEC's and 
EFTA's total imports in 1960-1962. 

9. There are other products, however, for which 
the developed countries are each other's most important 
suppliers. They provided the major part of their 
imports into EEC and EFTA of base metals and 
temperate zone agricultural products which together 
accounted for a further 26-28 per cent of their total 
imports. The predominant share of developed countries 
in EEC's and EFTA's imports of temperate zone 
agricultural products has two direct implications. 
First, it provides an apparent justification for polici:s 
to raise the relatively low incomes of many domestic 
farmers in western Europe since such policies mainly 

"'See Chapter V, paras. 30-35 and 45. 
,.. "Past trade flows and future prospects for trade between 

centrally-planned economies and the developing countries" in this 
volume. 
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TABLE III-I 

Commodity composition and geographical distribution of EEC's and EFTA's imports from developing countries, 1960-1962 

(In millions of dollars and in percentages) 

Area of origin--+ 

Commodity groups I 
and area of destination t 

Temperate zone 
products 

EEC 
EFTA a 

agricultural 

Tropical foods and beverages 
EEC 
EFTAa. 

Industrial raw materials of agri
cultural origin 

EEC 
EFTAa. 

Other industrial raw materials 
EEC 
EFTAa. 

Crude petroleum 
EEC 
EFTAa. 

Total food and raw materials" 
EEC 
EFTAa. 

Manufactures and semi
manufactures• 

EEC 
EFTAa. 

Millions of dollars 

4994.6 
4 902.8 

1 923.7 
1 230.1 

2 840.0 
I 528.9 

1 193.5 
1 359.4 

2255.5 
1 073.4 

14 098.7 
10 384.1 

18 452.9 
12 764.6 

1 758.4 23.3 
I 204.9b 29.3 

1472.4" 
959.1 

1 132.1 
638.4 

798.7 
383.9 

2 163.6 
1 050.9 

7 329.8" 
4 237.9b 

1 352.6 
1 407.7 

3.8 
1.4 

8.2 
4.0 

17.6 
11.2 

0.3 

9.5 
10.3 

14.0 
10.6 

2.7 
0.8 

27.4 
1.3 

6.5 
1.0 

19.7 
3.4 

0.7 

9.5 
1.0 

17.4 
1.1 

Percentage of imports from developing countries originating from: 

30.1 
1.4 

1.6 

2.1 
1.5 

15.7 
16.5 

13.3 
0.5 

13.5 
2.3 

5.4 
0.5 

4.3 

3.8 

0.1 

1.4 
0.1 

2.0 

1.4 

Developing Commonwealth 

.!; 

1.6 
12.7 

14.5 
26.6 

4.8 
9.9 

8.5 
22.0 

0.5 
3.1 

5.1 
13.8 

1.1 
8.5 

3.5 
34.2 

23.7 
38.4 

5.1 
11.7 

0.3 
0.6 

5.3 
17.2 

9.4 11.3 
15.2 22.7 

0.1 
6.4 

0.2 
5.2 

0.1 
0.6 

0.4 
1.2 

1.2 

0.1 
3.5 

1.1 
7.7 

1.9 
1.7 

3.2 
2.9 

8.0 
7.6 

5.3 
3.5 

1.9 
2.1 

3.5 
3.1 

3.0 
1.9 

4.3 
2.5 

8.4 
5.9 

12.2 
11.3 

5.8 
4.6 

0.1 

5.3 
4.2 

3.1 
5.0 

0.3 
0.4 

5.4 
3.8 

0.4 
0.3 

75.0 
73.8 

23.8 
20.4 

27.5 
31.0 

32.6 
22.1 

28.9 
21.9 

20.1 
25.5 

8.2 
18.4 

22.3 
24.0 

4.6 7.2 25.2 
5.5 11.6 23.2 

of which: Base metals 
EEC 3 292.8 

I 912.3 
614.7 
332.3 

6.9 36.0 12 2.2 16.5 6.9 0.2 2.1 0.1 27.9 
EFTAa. 4.5 1.3 0.3 58.3 2.0 1.0 32.6 

TOTAL imports 
EEC 
EFTAa. 

32 551.6 
23 148.7 

8 682.4" 10.2 
5 645.6b 10.4 

10.7 
1.0 

Sources: UN Statistical Office, Commodity Trade Statistics, OECD Statistical 
Bulletins, Foreign Trade; CEE Office Statistique, Statlst/ques du commerce 
'!Xtirieur, and national statistics. 

Non.-For a list of products covered under the various headings, see 
Tables III·2. III-9 and Ill-12. 

a Excluding Portugal. 

l> Including consignments of sugar from British Oceania to the United 
Kingdom valued at 8.0 million dollars. 

affect agricultural suppliers that have equal, or some
times even higher, incomes. On the other hand, it must 
be emphasized that the suppliers of temperate zone 
agricultural products in developing countries have to 
eompete not only with European producers but also 
with large developed exporting countries which have 
the additional advantage of being able to retaliate 
more effectively. 

10. In 1960-1962, purchases of these commodities 
were only 20 per cent of EEC's imports from develop-

12.3 
1.8 

1.9 5.8 
14.2 

6.2 
18.6 

0.3 
4.6 

3.4 
2.8 

5.2 21.2 
4.5 18.2 

22.7 
23.8 

c Including unspecified imports of tea to the Netherlands valued at I 0.4 
million dollars. 

d Total of commodity groups shown above plus coal, coke, etc. (SITC 
group 321}. 

e Other than processed agricultural products. 

• EEC and EFT A imports from the world include intra-trade within these 
groupings. 

ing countries 149 and the corresponding proportion for 
EFTA, at about 23 per cent, was only a little higher. 
Moreover, these imports were supplied by relatively 
few countries, mainly those in southern Latin America 
and in the Mediterranean region (see Table III-I); 
for these countries, EEC and EFTA constituted quite 
important markets.150 

'" The exclusion of European Mediterranean countries would 
lower this share appreciably. 

"'See Chapter IV. 
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11. It will be shown in the first subsection of 
section 1 that in the last decade there was a clear 
tendency in western Europe towards agricultural self
sufficiency and a rise in the intra-trade of temperate 
zone agricultural commodities. Although this could be 
expected to result from regional integration, in fact it 
was basically attributable to other factors, such as the 
national protectionist policies to raise agricultural 
incomes which result in greater domestic output. Not 
before January 1962 did the EEC agree on the general 
principles which would govern its agricultural policy, 
and by November 1963 little progress had been made 
on one of the fundamental issues of any integration 
process, the problem of price alignment. In fact, until 
now the impact of the EEC practically has been little 
more than a psychological anticipation effect: a 
stimulus to production in the low cost countries which 
cannot be quantitatively evaluated. 

12. Thus, in order to identify the nature of the 
major difficulties that lie ahead and in order to find 
the means of alleviating them, it is convenient to begin 
by describing and explaining the short- and medium
term prospects on the basis of the present and past 
trends, independently from any integration process. 
This analysis is carried out in the first part of the first 
subsection and relates to EFT A as well as EEC, since 
changes in the balance-or imbalance-of domestic 
supply and demand are in many respects identical in 
the member countries of both groupings. The main 
finding is that net imports of most temperate zone 
agricultural products-with the exceptions of maize, 
fruit and vegetables, tobacco-can be expected to 
stagnate, or even to contract, in these countries. 

13. An assessment is then made of the additional 
discrimination and protection resulting from regional 
integration itself. This is concerned only with EEC since 
the EFTA free trade arrangements do not apply to 
agricultural commodities.151 In EEC there is a common 
agricultural policy which provides, in the first place, 
for the unification of the markets for these products, so 
that EEC suppliers in each member country will have a 
prior claim, not only on their domestic markets, but 
on the markets of the other member countries too. This 
distinctive and, from the point of view of developing 
countries, negative feature of EEC deserves particular 
attention since the share of developing countries in 
EEC imports of temperate zone agricultural products 
is noticeably higher than in the case of EFTA (45 per 
cent and 35 per cent respectively}, and the difference 
would be even greater if only imports from third 
countries were considered. This difference reflects the 
fact that the largest western European importer-the 
United Kingdom-obtains a large share of its require
ments from preferential sources in the Commonwealth. 

14. The analysis of the future prospects of EEC's 
net import requirements, however, is subject to many 
uncertainties; in particular, the target (or support} 
prices for many products are yet to be determined. In 

"' With a few exceptions listed in Chapter II, para. 86. 

short, while the extended scope of discrimination will 
undoubtedly cause trade diversion, the import needs of 
the market as a whole can be expected to vary rather 
widely according to whether or not the level of these 
prices (on which the levies are calculated) will further 
stimulate production within EEC. 

15. Unlike temperate zone agricultural products, 
imports of tropical food and beverages are not in 
direct competition with domestic production in 
western Europe and originate mostly in developing 
countries.152 The share of these latter suppliers, 
moreover, is practically the same in EEC and EFTA 
(approximately 78 per cent of the total}. But the weight 
of tropical food and beverages in the total western 
European imports is considerably less than that of the 
temperate zone agricultural products and, con
sequently, the absolute value of imports to western 
Europe from developing countries is smaller in the 
former case than in the latter. In addition, it will be 
seen in the second subsection of section 1 that 
preferential sources of supply accounted for more 
than three-quarters of both French and United 
Kingdom imports in 1960-1962. The corresponding 
proportions for EEC and EFTA, however, were con
siderably lower, Latin America's share alone being 
33 per cent in the former and 22 per cent in the latter 
grouping (see Table III-1}. Thus, a substantial amount 
of tropical products exported by a rather large number 
of third countries is threatened by the fact that, under 
the Convention of Association, tariff preferences are 
to be extended to such important markets as western 
Germany, the Netherlands and Belgium. 

16. By contrast, the position of industrial raw 
materials remains relatively favourable. Whilst these 
products do not, with a few exceptions, meet with any 
tariff obstacles in western Europe, they are, by far, 
the most important items in the region's imports from 
developing countries. As can be seen from Table III~l, 
this is especially true for the EEC since, in 1960-1962, 
20 per cent of its total imports were raw materials, 65 
per cent of them being supplied by developing regions. 
The corresponding proportions were 17 per cent and 
52 per cent for EFTA, the difference in the trade 
structures of the two groupings being explained mainly 
by much larger EEC purchases of crude petroleum. 
Petroleum, however, was exported to western Europe 
only by a relatively small number of developing 
countries, 75 per cent of the total originating in the 
Middle East. 

17. Technological innovations may offset to some 
extent the beneficial effect of liberal tariff conditions 
on the demand for certain raw materials, though the 

"' In Table 111·1, imports of cane sugar are included in the total 
purchases of temperate zone agricultural products. This is unsuitable 
for a classification of developing countries' exports, but such imports 
compete directly with beet sugar produced in western Europe. 
Actually, a distinction between competing and non-competing 
agricultural products has been implicitly adopted in the text on 
the grounds that it has a greater analytical value than a purely 
technical classification. In order to have a more traditional presenta· 
tion, however, the latter break-down is adopted explicitly, differences 
in coverage between the two criteria being, in any case, relatively 
small. 
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scope and speed of these innovations will, in turn, 
depend partly on policy decisions affecting industrial 
costs and capital expenditure within EEC and EFTA.163 

It might also be pointed out that duty-free trade for 
raw materials alone is not an unmixed blessing in so 
far as it helps to perpetuate the present division of 
labour between primary producing and industrial 
countries. 

18. Yet, in addition to the fact that a rise in the 
share of manufactures is necessary to promote total 
exports of developing countries, a shift towards the 
production of these goods is also a condition of 
economic development. For economic development 
implies industrialization, and industrial growth is best 
achieved within the framework of international 
specialization and trade. The fact that a majority of the 
hundred or so developing countries have comparatively 
small populations and domestic markets also points to 
the need for growing external outlets for their emerging 
manufacturing industries. As long as economic integra
tion between developing countries does not make 
sufficient headway, these outlets will have to be found 
mainly in the developed countries. 

19. As can be seen from Table III-1, developing 
countries are not important suppliers of manufactures 
to EEC, neither is the share of such products in EEC's 
total imports from these countries high. In the case of 
EFT A, the relative weight of imports of manufactures 
from developing regions is noticeably higher, largely 
due to the fact that Commonwealth countries have 
benefited and continue to benefit from duty-free entry 
into the United Kingdom market. Even so, the share 
of developing regions in EFTA's imports of manu
factures does not exceed 10 per cent and is hardly 
significant in relation to total supplies. Therefore, for 
both regional groupings in western Europe it should be 
easy to accommodate larger imports of manufactures 
from these regions, without substantially modifying 
the geographical pattern of this trade or creating 
difficulties for the domestic economy as a whole. 

20. Of course, as noted above, economic integra
tion implies a territorial extension of the discrimination 
against outside suppliers. On the other hand, since the 
present flow of manufactures from developing coun
tries is very small, the removal of tariffs on trade 
within the groupings cannot have very serious con
sequences for the existing imports from third coun
tries. The opposite is true of the potential future 
exports from the same countries, the expansion of 
which requires the removal of quantitative restrictions 
and the reduction of external tariffs. As pointed out in 
the second section of this chapter, this has already 
been realized up to a point, but further progress in 
this direction is urgently needed and can only be 
obtained by joint efforts on the part of both developed 
and developing countries. 

21. The approach adopted in section 3, which is 
devoted to the CMEA countries, differs from that used 

.., See also Chapter V, para. 42. 
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for EEC and EFTA. This difference can be explained 
only partly by the scarcity of statistical data about the 
foreign trade of the CMEA countries. More important 
is the different nature of the CMEA integration 
mechanism described in Chapter II above. A thorough 
assessment of the implications of this grouping for 
each commodity would have required very detailed 
qualitative and quantitative information on co
ordination measures and the corresponding sectoral 
long-term plans of each CMEA country .164 In the 
absence of sufficient information of this kind, section 3 
is limited to a cursory assessment of prospects based 
on past and present trends as well as on what is 
known about the general principles of division of 
labour among the CMEA countries and about such 
national long-term plan targets as have been published. 

22. Although it is thus impossible to venture a 
judgement on the precise impact of the CMEA as such 
on its members' trade, it is most probable that member 
countries will further expand their total imports from 
developing countries. Whereas for most temperate 
zone agricultural products the successful implementa
tion of the long-term production plans would rule out 
the possibility of any significant net imports, the 
contrary holds true for tropical and sub-tropical 
foodstuffs and beverages, the imports of which could 
increase very rapidly with rising standards of living 
and an increase in counterbalancing export trade. 
Lastly, as far as imports of raw materials and manu
factures are concerned, much will depend on the 
nature of the priorities adopted by the CMEA in 
applying the general principles of maximizing output 
within the region and on the importance given to trade 
with third countries as a means of improving the 
pattern of supplies and lowering costs. 

1. THE IMPLICATION FOR TRADE IN PRIMARY COM

MODITIES OF EEC AND EFTA 

(i) Temperate zone agricultural products 

23. The EEC and EFTA trade in temperate zone 
agricultural products is highly concentrated on a few 
staple commodities. Trade in the major cereals (wheat, 
barley and maize) together with sugar, dairy products, 
meat, fruits, vegetables, wine and tobacco· accounted 
for the bulk of the two regions' imports of temperate 
zone farm products (see Table III-2).155 While gross 
imports in 1960-1962 averaged $5 billion and $4.9 
billion respectively, the exclusion of intra-regional 
trade which predominates in livestock products 

"' The lack of information is to a large extent the consequence 
of the very fluid state of most of these plans: some are not yet 
elaborated and others have been subject to important revisions. 

"'The commodities covered under this heading also comprise 
products at various stages of processing-flour and cereal prepara
tions, fruit and vegetable preserves, canned meats, tobacco manu
factures, soft drinks and margarine, for example--which cannot 
strictly be regarded as primary products. While such processed foods 
are far from negligible in north-western Europe's total trade, canned 
meats aside, such products are insignificant in the aggregate value 
of developing countries' exports • 
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SlTC t·ode 

04 
041 
043 
044 
042 
061, 062, 
073 
061 
001, 011, 
012,013 
03 
02 
023 
024 
025 
054,055 

051, 052, 
053 less 051.03 
051.01, 051.02 

091, 099 

11 
112.1 
121, 122 
081 

04 
041 
043 
044 
042 
061, 062, 
073 
061 
001,011, 
012, 013 
03 
02 
023 
024 
025 
054, 055 

051, 052, 
053less 051.03 
051.01, 051.02 

091,099 

ll 
112.1 
121, 122 
081 

Area of origin -
Commodity groups 

and ar~a of destinaTion 

J 
EEC 

1. Cereals and cereal preparations 
of which : Wheat 

Barley 
Maize 
Rice. 

2. Sugar, sugar confectionery and 
chocolate 
of which : Sugar 

3. Live animals, meat and meat 
preparations . 

4. Fish and fish preparations 
5. Dairy products and rggs 

of which : Butter 
Cheese 
Eggs. 

6. Vegetable and vegetable prepa-
rations 

7. Fruits (other than bananas) 
fresh, dried, preserved . 
of which : Citrus fruits 

8. Margarine, shortening and 
other food preparations 

9. Beverages 
ofwhiclz: Wine 

10. Tobacco 
11. Feeding-stutTs 

TOTAL above 

EFf A and Portugal 
1. Cereals and cereals preparation 

of which: Wheat 
Barley 

I Maize . l 

Rice . 
2. Sugar, sugar confectionery and 

chocolate 
of which : Sugar 

3. Live animals, meat and meat 
preparations . 

4. Fish and fish preparations 
5. Dairy products and eggs 

of which : Butter 
Cheese ..... I 
Eggs ....... 1 

6. Vegetable and vegetable prepa· ; 
rations . . . . . . . ... 

7. Fruits (other than bananas) 
fresh, dried, preserved . . . . 
of which: Citrus fruits 

8. Margarine, shortening and 
other food preparations 

9. Beverages . . . 
of which : Wine 

10. Tobacco 
11. Feeding-stuffs . 

-----I-
TOTAL above 

Worlda Totafb 

1 152.1 869.2 
390.4 330.0 
162.2 140.7 
307.2 175.0 
42.6 16.3 

175.8 73.8 
126.8 25.8 

676.3 565.6 
240.0 163.4 
425.7 397.5 

54.4 52.3 
139.1 138.6 
205.4 180.2 

457.2 288.6 

786.5 379.2 
294.7 62.8 

37.2 33.3 
412.6 121.1 
354.3 73.8 
296.7 171.6 
334.5 148.8 

4994.6 3 212.1 

887.9 792.1 
361.7 333.4 
89.9 81.8 

254.4 224.1 
26.2 19.2 

284.8 143.8 
251.0 110.6 

l 

1 120.6 I 890.0 
205.0 185.1 
508.4 493.6 
327.1 317.5 

I 

I 

TABLE III-2. - Imports or temperate-zone agricultural proll 

(In milli01 

Developed countries 

EFTA Other Del'el< 
'xcluding N. W. Eastern Uuitcd Comn 

EEC Portugal Europe Europe State.• weal 

154.2 51.2 1.5 68.6 377.7 216 
32.2 8.9 1.1 27.1 102.2 158 
42.6 22.5 - 10.7 47.1 17 
10.7 0.2 - 16.8 125.9 21 
4.7 - - 0.4 11.1 0 

49.7 14.5 0.3 5.6 2.5 I 
16.1 2.7 ·- 4.8 1.3 0 

220.7 191.9 9.3 80.0 57.5 6 
51.7 63.0 10.1 7.0 2.0 6 

225.4 106.6 9.5 37.8 6.1 12 
25.7 12.5 1.3 4.0 1.1 ? 
71.4 60.7 5.2 0.7 c 

111.5 26.0 2.9 33.1 4.1 2 

234.8 10.3 0.2 23.5 16.1 1 

260.6 7.1 0.3 14.4 58.4 34 
32.2 0.2 - - 14.4 H 

20.1 4.8 - 0.3 8.0 -· 

94.9 23.5 0.3 1.5 0.4 ( 

69.5 3.0 - 1.0 - ( 

49.7 3.7 11.1 100.1 : 
67.6 13.5 2.5 10.6 42.4 1 I 

1 429.4 490.1 34.0 26D.4 671.2 29; 

95.9 16.9 6.9 75.0 263.6 33: 
19.4 2.5 2.6 32.9 42.3 23: 
15.2 5.0 1.1 12.2 17.0 3 
22.6 0.1 0.1 21.2 157.2 2: 

-' 12.3 0.1 0.1 5.5 

25.7 20.1 17.6 
17.6 12.8 1.6 

91.1 271.6 180.3 
14.1 70.2 13.7 
53.2 119.3 28.2 
19.1 88.2 20.7 

28.1 2.9 
27.7 1.9 

64.7 24.5 
7.3 7.2 

29.4 0.9 
15.7 

4< 
4• 

251 
r 

26. 
17 
6 
I 

17 
2 

2 
3 ---------------

1 1 i 

Sourus: United Nations Statistical Office, Commodily Trode Statistics; OECD Statistical Bulletins, Foreign Trode; CEE Office Statistique, Statist/que du cc 
exterieur, and national statistics. 
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~EC and EFTA by main areas of origin, 1960·1962 

·s c. i.f) 

tal 

0 
0 

.4 

.2 
1.3 
2 .0 
5.9 

0 
0 

8 
2 

.7 

.5 

.3 

.7 
7.4 
2.0 
0.3 
4.9 

5.9 

t7 
1.5 

1.3 
1.5 
>.9 
1.6 
!.9 

!.4 

1.6 
;,2 
'.9 
1.2 
i.6 

>.3• 
r.2• 

.3 

.2 

.1 

.6 

.2 

.2 

.7 

.2 

.5 

.4 

.1 

.4 

.3 
.7 --
,9C 

Greece 
and 

Turkey 

1.6 
0.1 
0.5 

-

0.3 
0.3 

0.5 
l.l 

-
-

5.2 

59.2 
1.7 

-
1.6 
1.5 

46.6 
2.9 

119.0 

0.6 
-
0.2 
-
-

0.1 
0.1 

0.1 
-
-
-
-
-
2.6 

44.5 
0.8 

-
0.8 
0.8 

10.0 
10.1 

68.8 

Spain, 
Yugoslavia., 
Portllgal, 
Cyprus 

10.3 
1.0 

-
8.0 
0.8 

0.9 
0.9 

32.6 
36.7 
6.3 
0.1 
-
6.0 

30.0 

148.3 
105.7 

-
18.2 
18.0 
4.5 
3.1 

290.9 

9.9 
1.2 
0.6 
7.1 
0.2 

1.5 
1.5 

34.6 
12.9 
0.4 

0.2 
0.2 

80.8 

101.1 
45.2 

-
41.0 
41.0 

0.7 
1.6 

284.5 

Assoclated 
overseas North 
States Africa 

5.5 24.8 
- 7.7 
- 2.2 
- 1.2 
4.9 1.0 

3.8 0.1 
3.8 -

3.5 2.9 
6.3 24.1 

- 0.8 
- -
- 0.2 
- 0.6 

3.3 77.4 

3.9 124.0 
- 99.6 

-
0.3 260.2 
- 260.1 
7.0 3.9 

13.7 10.8 

47.3 529.0 

0.2 2.1 
- 0.1 
- 0.1 
- 0.3 
- -
- -
- -
- 0.1 
- 0.4 
- -
-

-
- -

1.7 3.9 

0.3 6.4 
- 4.6 

- -
- 1.4 
- 1.4 
0.3 -
7.4 3.0 

9.9 17.3 

Developing countries 

French 
overseas 

deparrments 
and 

territories ill Africa 

- 4.7 
- -
- -
- 4.7 
- -

63.2 0.1 
63.2 0.1 

- l.l 
0.4 0.1 

- -
- -
-

- 2.9 

4.2 0.4 
- -

- -
8.6 -
- -
- 16.0 
- 2.4 

76.4 27.7 

- 4.6 
-

- -
- 4.6 

-
- 31.2 

31.2 

19.4 

- -
- 1.3 

1.2 
-
- -
- 1.9 

0.2 1.6 
-

- -
0.1 -
- -
- 77.6 
- 15.4 

0.3 153.0 
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Commonwtallh 

in Latin Other Other Middle Latin 
in Asia America Africa Asia East America 

2.9 - 4.1 11.3 14.9 200.3 
- - - - 7.2 44.2 
- - 0.1 7.5 11.0 

- 1.9 0.2 - 116.0 
2.9 - 1.7 10.5 - 4.1 

- - 1.2 0.6 0.1 30.4 
- - 1.2 0.6 30.4 

0.5 - 0.5 2.3 1.6 62.8 
0.3 - 0.6 0.1 0.5 2.5 

- - 0.4 3.7 7.9 8.3 
- - - - - 1.9 
- - - - 0.1 
- - 0.3 3.7 7.9 6.4 

2.3 - 15.2 22.3 1.4 6.9 

5.0 0.2 1.4 7.5 26.3 24.3 
- 0.5 15.4 8.6 

- - - 0.2 - 0.1 
- 1.0 0.1 - 0.5 
- - - 0.3 
1.9 - 0.8 20.4 0.1 22.4 
6.0 0.1 9.8 7.6 1.9 124.6 

18.9 1.3 34.0 76.1 54.7 483.1 

0.9 0.1 3.9 5.4 5.1 60.8 
- - - 0.4 0.2 26.3 
- - - 0.2 4.8 2.0 
- 1.7 0.8 15.7 
0.9 0.1 0.7 3.7 - 1.0 

0.1 57.6 0.3 0.5 0.1 40.9 
0.1 57.6 0.3 0.5 - 40.9 

0.1 0.5 - 1.0 1.1 171.4 
0.5 0.1 - 0.4 0.3 2.6 

- - 1.8 1.5 9.1 
- - - - 8.4 

- - - - -
- - - 1.8 1.5 0.7 

1.3 0.1 11.4 0.8 2.8 3.4 

18.3 10.7 0.8 2.7 42.4 26.2 
- 1.3 0.5 - 31.6 5.5 

0.2 0.1 0.1 - -
- 5.2 - 0.2 0.1 0.3 

- - - 0.1 0.1 
26.6 1.0 0.1 12.9 0.1 8.0 
54.5 1.6 4.3 4.0 6.2 50.6 

102.5 77.0 20.8 29.8 59.7 373.3 

.ding bunkers and imports from unspecified areas. b Including Japan not listed separately. c Including sugar shipments from British Oceania to the 
United Kingdom valued at 8.0 million dollars. 
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TABLE III-3 

Sbare of developed and developing countries in the EEC and EFTA's imports of selected temperate zone 
agricultural commodities, 1960-1962 

EEC 

Total 
World North 

(million Southern North Latin West 
dollars) Total"' Europe Africa America Total"' Intra-trade Europeb 

Cereals and cereal preparations 1 152.1 24.3 1.0 2.2 17.4 75.4 13.4 4.6 
of which : Wheat 390.4 15.4 0.3 2.0 11.3 84.5 8.2 2.6 

Barley 162.2 13.1 0.3 1.4 6.8 86.7 26.3 13.9 
Maize 307.2 43.0 2.6 0.4 37.8 57.0 3.5 0.1 
Rice 42.6 60.8 1.9 2.3 9.6 38.3 11.0 

Sugar 126.8 79.3 0.9 24.0 20.3 12.7 2.1 
Live animals, meat and meat preparations 676.3 16.0 4.9 0.4 9.3 83.6 32.6 29.8 
Dairy products and eggs 425.7 6.4 1.5 0.2 1.9 93.4 52.9 27.3 
Vegetables and vegetable preparations 457.2 36.5 7.7 16.9 1.5 63.1 51.4 2.3 
Fruits other than bananas, fresh, dried, preserved 786.5 51.5 26.4 15.8 3.1 48.2 33.1 0.9 
Wine 354.3 79.0 5.5 73.4 0.1 20.8 19.6 0.8 
Tobacco 296.7 41.7 17.2 1.3 7.5 57.8 16.8 1.2 
Feeding-stuffs for animals 334.5 54.7 1.8 3.2 37.2 44.5 20.2 4.8 
Total temperate zone commodities . 4 994.6 35.2 8.2 10.6 9.7 64.3 28.6 10.5 

countries 

Total World Other 
(million Common .. Common North West 
dollars) Total" wealth Total" wealth EEC Europeb 

Cereals and cereal preparations 887.9 10.5 0.6 89.2 37.6 10.8 2.7 
of which : Wheat 361.7 7.8 92.2 64.6 5.4 1.4 

Barley 89.9 8.8 91.0 34.8 16.9 6.8 
Maize 254.4 11.9 1.8 88.1 9.0 8.9 0.1 
Rice 26.2 25.2 3.8 73.3 4.6 46.9 0.4 

Sugar 251.0 55.9 35.4 44.1 19.5 7.0 5.7 
Live animals, meat and meat preparations 1 120,6 20.4 1.8 79.4 22.9 8.1 40.3 
Dairy products and eggs 508.4 2.8 0.3 97.1 51.7 10.5 29.0 
Vegetables and vegetable preparations 311.0 35.6 1.1 63.7 3.0 45.3 4.1 
Fruits other than bananas, fresh, dried, preserved 665.5 38.3 4.6 60.8 26.3 19.9 0.9 
Wine 119.3 36.4 63.2 5.0 56.7 0.1 
Tobacco 364.7 37.6 28.8 62.1 7.6 3.2 0.8 
Feeding-stuffs for animals 292.3 54.3 24.5 44.9 12.4 9.3 10.5 
Total temperate zone commodities. 4 902.8 24.6 6.8 75.0 24.0 14.4 17.2 

Sources: See table Ill·2. 
a Percentages for developed and developing countries do not add up to 100 because of the inclusion of bunkers and imports from unspecified areas in 

the world totals. 
b EFTA countries to the exclusion of Portugal plus Iceland, Ireland and Finland. 

reduces these aggregates to $3.6 billion and $4.3 
billion. The direct effects beyond the Community's 
own borders of the Community's common agricultural 
policy gives rise to concern mainly in other temperate 
zone producers in north-western Europe, North 
America and Oceania, since these developed countries 
supply 65-75 per cent of the two groups' net imports of 
temperate zone farm products. Nevertheless, the share 
of the less-developed parts of the world, especially in 
the case of sugar, fruits, cereals, feeding stuffs, tobacco, 

meat and wine, is quite considerable, as can be seen 
in Table III-3. 

24. The EFT A trade patterns reflect those of its 
largest single member, the United Kingdom, which 
obtains about two-thirds of its imports of sugar, 
one-half of its cereals and dairy products and a third of 
its meat from the Commonwealth. It was noted in 
Chapter II (paras. 106 et seq.) that the margin of 
preference enjoyed by Commonwealth food suppliers 
amounted to 10 per cent or less for grains (other than 
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TABLB III-4 

Food consumption levels in the EEC, the United Kingdom and the United States, 1960-1961 

(In kilogrammes per person and per year) 

Belgium- West 
Commodity Luxembourg France Germany 

Bread grains, as flour 86.7 98.0 77.3 
Rice, husked 1.9 l.I 1.7 
Sugar, refined 32.8 31.1 32.6 
Vegetables 68.5 132.0 50.2 
Fresh fruits 56.1 54.0 103.2 
Meat 58.5 73.3 57.0 
Fats and oils (excl. butter) 13.3 12.0 18.2 
Butter . 7.8 6.5 7.0 
Margarine . 11.8 2.5 10.7 
Cheese 5.8 8.8 7.0 
Eggs (in shell) 15.1 11.0 13.1 
Wine 6.5 l35Ja 12.9 

Source: OECD, Agriculture and food •tatistlcs, Paris 1962. a 1959/60. 

wheat), butter and meat (except boneless beef and 
corned beef), while some other key products such as 
wheat, mutton and lamb enter free of duty irrespective 
of source. In contrast, East African supplies of 
tobacco, New Zealand cheese and sugar from all 
Commonwealth sources enjoy substantial margins of 
preference on the British market. 

25. Any attempt to appraise the possible repercus
sions of regional groupings on the developing coun
tries' exports of temperate zone agricultural products 
has to take account of how the supply of, and demand 
for, agricultural commodities are expected to develop 
in the light of the trends which obtained before 
regional groupings came into existence or had a 
chance to influence materially the balance between 
demand and supply on a national or regional level. 
Before broaching the question of existing or prospective 
balances and imbalances of particular agricultural 
commodities and their implications for national or 
supra-national policies, it is useful to present some 
\ery general considerations about the factors which 
govern agricultural markets in developed countries. 
On the demand side, it should be remembered that 
total food consumption is a function of several 
variables, the most important of which are the rate of 
population growth, the rise in real incomes, present 
consumption levels and relative price changes. Popula,.. 
tion growth in the two regions was modest during 
1950-1962-of the order of 0.9 and 0.7 per cent 
per annum in EEC and EFT A respectively despite the 
large influx of refugees into West Germany and the 
repatriation of French nationals from North Africa
and it can be expected to slow down somewhat during 
the present decade. At high income and consumption 
levels, population growth tends to become increasingly 
important in determining the future demand for food 
because of the low income elasticity of demand for 
food at the farm gate. Moreover, per capita consump-

Italy Netherlands EEC U.K. U.S.A. 

122.1 75.0 96.0 75.1 55.2 
6.4 2.4 3.2 1.4 2.6 

2l.I 45.7 29.8 52.0 46.4 
137.8 69.0 99.9 60.9 97.4 
76.3 63.3 77.3 46.9 53.3 
27.0 46.6 52.1 67.9 84.0 
14.9 21.4 15.6 15.5 18.0 

1.7 4.5 5.2 7.2 2.7 
1.3 19.3 6.5 6.4 4.3 
7.7 7.7 7.7 4.7 6.0 
8.9 11.3 11.8 15.3 19.2 

120.0 1.6a 74.1° 

tion of all foodstuffs eventually reaches a saturation 
level in " adipose societies ", beyond which demand 
fails to respond either to income or price changes. 
Present consumption levels are therefore of utmost 
importance in gauging demand prospects in so far as 
they indicate how far they fall short of these upper 
limits which, for non-starchy foods, can be roughly 
identified with the existing consumption levels in the 
United States (see Table III-4). 

26. It is widely believed that the main factors 
which permitted agricultural output to rise during the 
last decade and which will also operate in the 1960s 
are: the increase in yields, the release of areas under 
fodder crops occasioned by the rapid shift from animal 
to mechanical draught power, changes in the efficiency 
of feed conversions by livestock, the effect of changes 
in cropping patterns and the rate of adoption by 
farmers of new production techniques.156 The impact 
of technological progress on output per unit area or 
per animal is indubitably the most important factor 
behind the expansion of agricultural production in 
north~westem Europe and is still far from exhausted. 
Also, it is generally believed that the rise in yields is, 
in the long run, fairly independent of relative price 
changes; 157 price-cost relationships have some in~ 
fluence on changes in the area under a given crop and 
on the composition of the livestock population but 
exert little influence on the rate at which yields rise in 
the long run. Moreover, the massive outlays made in 

"' The release of areas under fodder crops was particularly pro
nounced in the early 1950s but is now tending to slow down. For a 
detailed theoretical discussion of the factors responsible for the rise 
in agricultural production, see G. Schmitt, Methodes et possibilites 
d'erablissement des projections a long terme pour Ia production 
agricole, Serie Agriculture, No. 3, EEC, Brussels 1961. 

•" At least within a certain range. A price change which influences 
the long-run expectations of farmers may, however, affect unit 
yields in so far as it encourages investments in a certain production 
line which would otherwise not have been forthcoming. 
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Production, net trade and supply of selected agric1 

(In thousands c 

A = Production. 

Wheat" Barley 

1951- 1954- 1957- 1960- 1951- 1954- 1957- 1960- 1951-
1953 1956 1959 1962 1953 1956 1959 1962 1953 

EEC 

Belgium-Luxembourg . .A 598 680 842 791 290 287 354 433 7 
B +775 +593 +382 +391 +375 +519 +480 +325 +370 
c 44 53 69 67 44 36 43 57 2 

France .•... ... A 8 172 8 871 10742 11479 1 877 3 868 4150 5 596 659 
B -144 1224 -853 -1 328 +210 -63 -529 -1084 +489 
c 102 116 109 113 90 102 115 124 57 

Western Germany .... A 3 159 3 269 4037 4 531 1 845 2113 2 593 3 229 19 
B +2248 +2 712 +1926 +1 633 +804 +1151 +I 304 +I 412 +358 
c 58 55 68 73 70 65 67 70 5 

Italy . . . . ..... "" A 7965 8 822 8 920 8 112 283 282 290 265 2 786 
B +1 411 +496 -578 +992 +37 +111 +223 +459 +122 
c 85 95 107 89 89 72 57 37 96 

Netherlands ...... A 282 352 430 558 243 248 292 338 43 
B +867 +795 +1 034 +1 031 +253 +608 +487 +184 +375 
c 25 31 29 35 49 29 38 65 10 

TOTAL EEC ....... A 20176 21994 24 971 25471 4538 6 798 7 679 9 861 3 514 
B +5157 +3 372 +1 911 +2 719 +1 679 +2326 +1 965 +1296 +1 714 
c 80 87 93 90 73 74 80 88 67 

EFTA 

Austria .. . . . . .. .A 414 524 571 707 272 348 377 553 137 
B +366 +239 +205 +64 +39 +70 +122 +118 +304 
c 53 69 74 92 88 83 76 82 31 

Denmark ..... ... A 286 271 304 470 2026 2 216 2461 2976 I -
B +38 +300 +187 +85 -109 +84 +103 +336 +31 
c 88 47 62 85 106 96 96 90 

Norway . " ...... A 39 43 22 24 159 243 320 405 
B +334 +359 +308 +331 +63 +51 +22 +30 +84 
c 10 11 7 7 72 83 94 93 -

Sweden ~ ~ . . . . . A 746 896 715 845 351 460 627 937 
B +86 -199 -1 -52 -23 +40 +24 -26 +77 
c 90 129 100 107 107 92 96 103 -

Switzerland . . . .... A 262 300 336 335 55 73 70 89 4 
B +365 +388 +371 +418 +166 +183 +212 +215 +80 
c 42 44 48 44 25 29 25 29 5 

United Kingdom . .... A 2468 2 787 2 770 3 114 2 301 2 702 3435 5000 -
B +4760 +4801 +5017 +4583 +1242 +792 +999 +687 +1275 
c 34 37 36 40 65 77 77 88 -

TOTAL EFTA ...... A 4215 4821 4 718 5 495 5 164 6042 7 290 9960 141 
B +5 949 +5 888 +6087 +5429 +1378 +1220 +1482 +1 360 +1 851 
c 41 45 44 50 79 83 83 88 7 

Source: FAO, Production and Trade Yearbook and various issues of Monthly Bulletin of Agricultural Economics and Statistics. 
" lncluding the wheat equivalent of flour. 

B = Net impor1 

Maize 

1954- 1957- 191 
1956 1959 19, 

9 3 
+406 +467 +: 

2 1 
1 261 1 630 2: 
+346 +219 -

78 88 
20 14 

+634 +753 +1 
3 2 

3193 3 682 3 i 
+191 +689 +2' 

94 84 
20 3 

+603 +939 +I 
3 -

4 503 5 332 6 
+2180 +3067 +4 

67 63 

148 150 
+351 +347 + 

30 30 
- -

+25 +67 + 
-
- -

+66 +56 . 

-
+44 +40 

- -
4 3 

+71 +76 + 
5 4 

- -
+1472 +2 323 +3 

152 153 
+2029 +2909 +4 

7 5 
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:1cts in the EEC and EFfA, 1951·1953 to 1960-1962 

n pe,'Centages) 

:t ex 'orts (- ). C Production as percentage of supply. 

Sugar Eggs 
-
951- 1954- 1957- 1960- 1951- 1954· 1957- 1960-
953 1956 1959 1962 1953 1956 1959 1962 

332 355 359 432 117 145 167 189 
-67 -62 -42 -55 -3 -14 -29 
125 121 113 115 100 102 109 118 
298 1 540 1 382 2009 425 443 462 490 
·-15 -352 +29 -195 +8 +18 +14 +10 
101 130 98 Ill 98 96 97 98 
120 I 229 1 606 1632 297 330 390 471 
432 +171 +240 +102 +106 +185 +270 +261 

72 88 87 94 74 64 59 64 
731 991 I 116 999 304 329 343 367 
t-16 +25 -82 +22 +16 +35 +59 +80 

98 97 108 98 95 90 85 80 
400 394 486 575 145 220 297 347 
161 +144 +204 +92 -84 -127 -168 -179 

71 73 70 86 238 237 23 207 

881 4 507 4949 5 647 1 288 1467 1 659 1 864 
527 -74 +349 -34 +46 +108 +161 +143 

88 102 93 101 97 93 91 93 

154 214 287 254 38 51 59 64 
-63 +27 +30 +20 +3 +2 +6 +12 

71 89 91 93 93 96 91 84 
339 262 340 255 127 141 153 126 
-56 -37 -55 -20 -91 -104 -105 -66 
120 117 ll9 108 253 381 319 210 

- - - 24 29 30 33 
108 +146 +146 +157 -1 -2 -1 -1 
- - - 104 107 103 103 
~85 269 290 296 81 84 93 95 
·70 +49 +59 +52 -8 -8 -8 -5 
80 85 83 85 111 Ill 109 106 
31 34 37 34 29 29 29 29 

l62 +189 +216 +243 +12 +14 +18 +23 
16 15 15 12 71 67 62 56 

i88 692 755 868 479 595 708 757 
'38 +1632 +2 086 +I 876 +107 +77 +25 +25 
28 30 27 32 82 89 97 97 

·97 1 471 1 709 1 707 778 929 1072 1 104 
f85 t2 006 +2482 +2 328 +22 -21 -65 -12 
42 42 41 42 97 102 106 101 

1951-
1953 

80 
+20 

80 
253 

+14 
95 

308 
+114 

96 
60 

+12 
83 
80 

-52 
288 

781 
+8 
99 

28 
+0.5 

98 
165 

-131 
485 

17 
-3 
124 
102 

18 
121 
24 

I 
+5 
82 
17 

+286 
6 

353 
+140 

72 
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Butler Tobacco 

1954- 1957- 1960- 1951- 1954- 1957- 1960-
1956 1959 1962 1953 1956 1959 1962 

90 93 94 4.9 3.2 3.6 2.8 
+8 +2 -5 +21.3 +21.7 +25.6 +28.2 
92 98 106 19 13 12 9 

310 340 396 53.9 56.9 53.9 41.5 
+2 -4 -29 +30.3 +38.6 +27.8 +27.7 
99 101 108 64 60 66 60 

335 370 453 24.0 24.6 20.2 9.8 
+27 +25 +30 +51.0 +65.7 +77.5 +92.1 

92 93 94 32 27 21 10 
63 64 64 73.6 69.9 83.4 52.2 

+7 +15 +20 -5.8 -4.2 -5.4 -7.0 
90 81 76 109 106 107 115 
97 83 99 - -

-43 -40 -34 +25.3 +28.9 +31.3 +43.6 
226 194 152 - -

875 950 1106 156.4 154.6 160.1 106.3 
+1 -2 -18 +122.1 +150.7 +156.8 +184.6 
100 100 102 56 51 50 36 

32 39 39 0.6 0.7 0.8 0.7 
- -7 -4 +9.5 +9.4 +9.9 +8.2 

100 122 Ill 6 7 8 8 
170 167 168 - - -

-130 -117 -118 +9.6 +10.9 +11.8 +12.8 
425 334 336 

I 
- - -

17 20 20 - - -
-2 -6 -6 +4.0 +4.2 +4.1 +6.4 
113 143 143 I - -
88 85 86 0.3 0.3 0.4 0.2 

-11 -17 -12 +10.2 +8.3 +7.9 +11.6 
114 125 116 3 3 5 2 
28 31 34 1.8 2.2 2.2 1.8 

+5 +3 +3 +11.2 +11.9 +12.5 +14.3 
85 91 92 14 16 15 11 
29 33 52 - - - -

+317 +400 +421 + 135.1 +147.0 +141.3 +160.1 
8 8 It -

364 375 399 I 2.7 3.2 3.4 2.7 
+179 +256 +284 +179.6 +197.1 +187.5 +213.4 

67 59 58 I 
1 2 2 1 
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the 1950s on farm machinery, the indirect investments 
in basic and applied research, education, agricultural 
extension services, etc., the new awareness of the 
importance of chemical fertilizer application, seed and 
animal selection, all make for a continuing expansion 
of output particularly in those regions where the 
agricultural technological backlog is most pronounced. 
It should be appreciated that any imbalance between 
the rates of growth of output and consumption will 
obviously have a repercussion on trade that is all the 
more acute where trade in a given commodity is 
marginal in relation to domestic production. Given 
a high degree of self-sufficiency, an increase of a mere 
one or two percentage points in output can result in 
an absolute as well as a relative decline in imports. 
Attempts to eliminate trade restrictions on agricultural 
produce are more often than not defeated by the 
desire of the authorities in most industrialized countries 
to achieve a certain parity of incomes between the 
industrial and agricultural population. Thus, the posi
tion of a nation's farm sector in relation to the 
rest of the economy is of more concern to the policy
makers than the world price of any one product or the 
1imited advantages the national economy can draw 
from the import of any particular commodity at a 
price below that paid to domestic producers. Further
more, this latter price may not reflect agricultural 
costs or farmers' efficiency, but the level of income 
which the authorities wish to grant farmers in the light 
of the general price and income structure of the 
country. Therefore the bewildering variety of support 
schemes in operation in EEC and EFTA have a 
common purpose-namely, to raise farmers' incomes 
through higher support prices or by income subsidies.158 

A price support scheme, accompanied by import 
restrictions, is the one generally adopted in most 
north-western European countries other than the 
United Kingdom and, to a lesser extent, the Nether
lands. Under the alternative system where imports 
are in principle unrestricted, so that consumers pay 
world market prices, farmers receive deficiency pay
ments from public funds to compensate for the 
difference between market prices and the guaranteed 
prices negotiated periodically between Government 
and farmers. Both types of support schemes have 
essentially the same impact on supply: an expansion of 
domestic output at the expense of imports. The effect 
on consumption, however, is different since the second 
solution avoids an increase in retail prices that dis
courages consumption in the case of price-elastic 
foods. The system of deficiency payments has also, in 
principle, the advantage of distributing more equitably 
the burden of supporting the farm community. The 
growth of this burden which appears as a budgetary 
item can be evaluated with some precision and there 
are already plans under way in the United Kingdom 

"' For greater detail the reader is referred to the Fifth Report on 
Agricultural Policies in Europe and North America prepared by the 
Ministerial Committee for Agriculture and Food, Trends in Agri· 
cultural Policies since 1955, OEEC, Paris, 1961. 

to place a ceiling on the cost of the deficiency payments 
system.159 

27. In the following paragraphs, an attempt is 
made to review briefly past trends in the production of, 
and demand for, temperate zone agricultural products 
and to present a rough assessment of what the medium
term prospects . would be in the absence of regional 
integration schemes. It must be emphasized at the 
outset, however, that this exercise is not intended to 
provide more than broad indications of the direction 
in which trade is likely to change under ceteris paribus 
assumptions; they do not describe what will actually 
happen in a world where "other things" are notori
ously not "equal". In particular, the forecasts based 
on the assumption of unchanged national farm 
policies are highly unrealistic especially for countries 
faced with actual or impending surpluses. Moreover, 
while the features and impact of the EEC common 
agricultural policy-still to be implemented to a large 
extent-are discussed separately later in order to 
highlight what now seems to be the general ground for 
concern-namely, rising self-sufficiency on a national 
plane-it nevertheless remains true that production in 
certain countries has already been stimulated by the 
hopes engendered by the prospects of a unified market. 

(ii) Market prospects for temperate zone agricultural 
products 

28. For the commodities that are important in 
developing countries' trade, the evidence suggests 
that, by and large, domestic production in the two 
western European groupings has tended to grow more 
rapidly than consumption during the past ten years. The 
degree of self-sufficiency for wheat, barley, sugar, 
dairy products, eggs and pig-meat has risen sub
stantially during the 1950s, while the reverse is true for 
maize, rice, tobacco, beef and veal and presumably 
also fruits and vegetables (see Table 111-5), though 
these changes in the degrees of self-sufficiency vary 
appreciably both between commodities and countries. 
While these differences can be explained to a large 
extent by such factors as natural endowments, techno
logical backlogs, contrasts in the rates of adoption of 
improved farming techniques and shifts in con
sumption patterns, etc., it nevertheless remains true 
that the varying margins of supports used to influence 
the pattern of production also affected the rate at 
which home supplies displaced imports. 

Wheat 

29. In the case of wheat, the proportion of total 
supplies met out of domestic production rose nearly 
everywhere. This expansion of wheat output in EEC 
and EFT A countries can be attributed almost exclu-

m Such a ceiling implies, of course, a departure from the deficiency 
payments' system as pointed out in The Financial Times, 13 Sep
tember 1963. For a more detailed discussion of the implications of 
price supports versus deficiency payments, the reader is referred to 
the United Nations Economic Survey of Europe 1960 (Sales 
No.: 6l.II.E.1), Chapter III, ECE, Geneva, 1961. 
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sively to rising yields, inasmuch as the area devoted to 
wheat has remained practically unchanged.160 Given a 
negative income elasticity of demand for wheat for 
human consumption, the fractional increase in total 
wheat absorption was the result of a larger volume of 
wheat being diverted to livestock feeding. In view of 
these divergent trends, the emergence of wheat sur
pluses in France and also the sharp upswing of German, 
French and Italian exports of wheat flour, it is hardly 
surprising that net imports of wheat (including the 
wheat equivalent of flour) into the Common Market 
should have declined from an average of 5.2 million 
tons in 1951-1953 to 2.7 million tons in 1960-1962, and 
that net imports should have levelled off at approxi
mately 5.5 million tons in the six developed countries 
of EFTA. Short of a drastic downward revision of 
support prices for cereals, there is every reason to 
expect that the trends of the 1950s will also continue 
well into the 1960s. A moderate fall in the current 
support prices for wheat relative to those for other 
agricultural commodities, particularly other grains, 
cannot be expected to lead to a contraction of the 
areas sown to wheat that would be sufficient to offset 
the rise in production resulting from higher yields. 
There still remains, therefore, considerable scope for 
expanding domestic supplies, particularly in some of 
the major producing countries where yields are far 
below the optimum. Since the Community is already 
virtually self-sufficient in wheat, a continuation of past 
trends would imply-even in the absence of regional 
integration-the emergence of wheat surpluses which, 
unless much larger volumes of soft wheat are diverted 
to livestock feeding (a development which would have 
unfavourable repercussions on trade in coarse grains), 
would have to find markets inside or outside of the 
Six.161 Since the same forces also operate in the other 
industrialized countries of north-western Europe, a 
continuation of past trends would imply a further 
reduction both in the degree of dependence on imports 
and in their absolute level in the United Kingdom and 
some other EFTA members too. 

Barley 

30. Prospects for barley are in many respects 
similar to those for wheat. Though the number of 
countries which registered increases in net imports 
during the early 1950s outnumbered those which 
showed unmistakable downward trends, Table III-5 
shows that net imports into EEC and EFTA have 
tended to fall steadily since 1954-1956. This was largely 
due to the emergence of France as a large net exporter 
and to the contraction of consignments to the United 
Kingdom, Belgium and the Netherlands. As in the case 
of wheat, the growth of production tended to outstrip 

"'See ECE/FAO, Ten Years of Agricultural Trade in Europe, 
ST/ECE/AGRI/8, p. 36. 

"
1 This does not, however, imply the complete cessation of wheat 

imports since, in spite of the premiums paid to hard wheat producers, 
the Community would have to continue to import substantial 
quantities of hard wheats, though not in sufficient quantities to 
outweigh the export surpluses of soft wheat. 

that of demand, despite the sharp rise of the latter 
which was in marked contrast to the stagnation of 
wheat consumption. As in the case of wheat, the 
expansion of domestic barley production can be 
ascribed to technical factors, though, unlike wheat, 
higher yields are not solely responsible for the rise in 
production since the shift from lower yielding oats to 
higher yielding barley was also important. During the 
1950s the extension of the barley acreage in the two 
regions corresponded roughly with the decline in areas 
under oats and a further fall in the number of horses, 
whilst it will be less dramatic than that which occurred 
in the 1950s, will lead to a further shift from oats to 
barley.l62 Whether the area under barley will also 
increase at the expense of wheat depends primarily on 
the future price relationship between these two com
peting products, but such a shift should not materially 
affect the total demand for feed grains on account of 
the substitutability of the two products. Finally, there 
is no doubt that the progressive adoption of known but 
as yet not fully applied technology will bring about 
further rises in yields. 

31. The rate of increase in the future demand for 
barley, which must be considered in conjunction with 
the demand for pig-meat, eggs and poultry and also 
the competitive position of other feed grains and 
potatoes, is likely to slow down, a trend which was 
apparent in the 1950s. Traditional exporters of pig
meat and eggs have in recent years been faced with 
difficulties associated with over-supply and shrinking 
export markets that induced them to restrain produc
tion, and now per capita consumption of pork and eggs 
shows signs of approaching the saturation level in some 
of the major importing countries of north-western 
Europe. Moreover, changes in the relative prices of 
feed grains have favoured the substitution of maize, 
sorghum and oilcakes for barley and the greater use 
of wheat for feeding purposes, particularly in poultry 
and egg production. They also tend to reduce the rate 
of increase of barley requirements, a trend which may 
receive additional stimulus in some EEC countries if 
the emergence of soft wheat export surpluses should 
lead to more attractive price support schemes for 
coarse grains relative to those for wheat. Thus, the 
expansion of production resulting from a combination 
of higher yields and an extension of areas devoted to 
barley at a rate above the likely expansion of demand 
would imply a further reduction in net imports into 
the EEC as well as into most EFTA countries. If it is 
assumed that there are no changes in price and 
income support policies and if the effects of the EEC 
common agricultural policy are disregarded, the 
inherent imbalance between production and con
sumption would unequivocally reduce the export 
opportunities of Latin American and Mediterranean 
suppliers. 

1 " The expected decline in the number of draught animals for 
the EEC as a whole during the present decade has been put at 
35 per cent. See Le Marchi commun des produits agricoles, Perspec
tives 1970, Serie Agriculture No. 10, EEC, Brussels 1963. 
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Maize 

32. By contrast with wheat and barley, the total 
tonnage of maize entering EEC and EFTA countries 
has increased steadily between 1951-1953 and 1960-
1962. Despite the threefold increase in French pro
duction and the emergence of France as a net exporter 
of maize, net imports into the Common Market-and 
also into EFTA-have more than doubled (see 
Table ~11-5). In Italy-apart from France, the only 
other sizable producer-the expansion of production 
has. been impeded by a contraction of the area given to 
maize ~s a res~lt of the sharp fall in farm gate prices 
for matze relative to those of other feed grains. The 
pronounced fall in the world price for maize, in 
absolute te.rms and relative to the price of barley, rye 
and ?ats, IS one of the main factors responsible for 
the htgh degree of substitution of maize for other feed 
grains and the growing use of commercial feed 
mixtures which incorporate larger amounts of maize. 
While the future consumption trends of livestock 
products, which account for the bulk of maize utiliza
tion, are of paramount importance in gauging demand 
prospects for this cereal, the derived demand for maize 
is also depen?ent o~ factors such as farmers' response 
t<? the. re!ative pnce changes of feed grains, the 
dtss~mmatwn of modern feeding techniques, feed con
versiOn efficiencies, the availability of home-grown 
cereals and changes in consumer preferences as be
tween fat and lean meats, etc.163 While the rate of 
growth of demand for livestock products can be 
expected to slow down in the present decade the 
rising preference of farmers for higher grain ratio~ and 
feed compounds points towards a further rise in 
import requirements of maize, provided that the 
favourable price ratio of maize relative to other feed 
grains is maintained. 

33. The scope for the expansion of supplies from 
the ~quitaine basin of France164 and from Italy is still 
considerable. So that whilst no technical innovation 
comparable with the introduction of the hybrid seed
the main factor behind the 50 per cent rise in yields 
recorded for the 1950s-is in sight, output could 
nevertheless be expected to increase rapidly if, as a 
result of the alignment of Italian and French maize 
prices, the trend towards a reduction of the Italian 
acreage should be reversed. Given the relatively low 
degree of north-western Europe's self-sufficiency in 
maize, the possibility of a rapid expansion in production 
is unlikely to prevent imports from rising in the near 
future (and even less likely to lead to a contraction of 
imports), in view of the favourable demand prospects. 
Therefore the outlook for the imports of developing 

'" The latter two factors explain some of the considerable dif
ferences in feeding practices observed in Europe. Thus Danish bacon 
dest.ined ~or the British market is largely produced fro~ barley, while 
Italian pig-meat production relies heavily on maize. See V. Ewald, 
"Recent changes in the competitive position of feed grains", 
FAO Monthly Bulletin of Economics and Statistics, April I961. 

,.. French maize production targets as presented in the four-year 
plan (1962-1965) tend to confirm this assumption. Compared with 
I959, maize production is projected to increase by no less than 
125 per cent by 1965. 

countries in Latin America and Africa, providing about 
40 a?d 10 per cent of the EEC and EFTA import 
requuements respectively are, in contrast with most 
other temperate zone agricultural products, rather 
favourable. 

Rice 

34. Common Market and EFTA imports of rice dur
ing 1960-1962 averaged $42.6 million and $26.2 million 
respectively, of which developing countries provided 
proportions of 61 and 26 per cent. The European rice 
market in many respects resembles that for maize. 
Two countries, Italy and France, currently produce 
some 750,000 tons of paddy compared with 950,000 
tons for the early 1950s, but whilst French production 
has risen by more than half between 1951-1953 and 
1960-1962, Italy's has contracted by some 25 per cent 
as a result of a curtailment of the rice acreage by the 
Italian Rice Board. Because rice imports by the non
producing EEC members have risen, especially since 
1959, the Common Market as a whole has changed 
~rom being a net exporter (82,500 tons on an average 
m 1951-1953) to become a net importer (107,400 tons in 
1960-1962).165 However, the recent removal of Italian 
controls on the rice acreage had little apparent effect 
on output. More effective limitations are probably 
u1_1remunerative prices and labour shortages, and 
Without a sharp upward revision of internal prices, the 
prospect of unrestricted access to EEC markets is 
unlikely to reverse this downward trend. Furthermore 
EEC requirements of broken rice cannot be met b; 
Italy and consumer preferences in the EEC importing 
countries favour the long medium Indica-type rice 
which is not grown in Europe.166 These factors in 
conjunction with the general rise in rice consumption 
in the non-producing EEC and EFTA countries is 
likely to ensure rising imports from third countries 
whilst France will presumably maintain its speciai 
commercial links with Cambodia and Madagascar. 

Sugar 167 

35. Rising self-sufficiency or, indeed, production 
in excess of domestic requirements characterize the 
sugar economy of EEC and as well as that of Austria 
Sweden and the United Kingdom, the largest importe; 
of western Europe. Despite the fact that some of the 

'"Since the mid-Fifties, Italy has exported the bulk of its rice to 
non-Community markets, whilst the four non-producing members 
who until now had imposed no restrictions on trade except for th~ 
preferential duty on milled white rice imported into western Ger
manr, acquired nearly all their requirements from outside the Com
mumty. See Regior:al Rice Polici~s, EEC Draft Regulation for Rice 
( 1962). Consultative Sub-Committee on the Economic Aspects of 
Rice, Seventh Session, CCP/Rice/63/6, FAO, Rome, November 1962. 

'"The UAR, Latin America and the United States supply mainly 
round or medium-grain varieties which compete with the types 
produced in Italy. 

"'The bulk of western Europe's imports of sugar from outside 
the reg~on consist~ of ~ane-sugar, which is a tropical product, while 
do~e.sbc production IS almost entirely confined to beet-sugar. In 
additio!l.to the fact that cane- and ~eet-sugar are perfect substitutes, 
the de~Ision to treat sugar along with temperate zone commodities 
~as d1~tate~ by the role bee_t cultivation plays in agricultural rota
uo~. Smce It 1~ an alternative crop to cereals, the EEC common 
agricultural pohcy provides for sugar marketing arrangements similar 
to those in operation for cereals. 
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Common Market countries (and also Austria and 
Denmark) have curtailed, in recent years, the areas 
planted with sugar-beet, domestic production of beet
sugar rose by some 45 per cent between the first and 
last triennial periods covered in Table 111-5. This was 
caused mainly by rising yields, higher sugar extraction 
rates and the use for sugar production of beet areas in 
France formerly devoted to spirit production. On the 
other hand, consumption of centrifugal sugar has only 
risen by half this amount and in such high-income 
countries as Sweden and Denmark per capita con
sumption has even tended to decline in recent years. 
While consumption in some of the more prosperous 
Common Market countries is still substantially below 
the apparent ceiling of 50 to 60 kg per person per year, 
high retail prices have tended to check any further rise 
in consumption.168 In contrast, production of sugar is 
expected to expand still further despite attempts to 
restrict the acreage under beet. As a result, the FAO 
Report on Agricultural Commodities Projections for 
1970 forecasts that "in Europe, a simple extrapolation 
of past production trends would show a sizable export 
surplus by 1970" and also that "in the European 
Economic Community, the increase in yields by itself 
would be almost sufficient to keep pace with the 
expected rise of domestic demand for sugar". Imports 
of sugar are thus likely to decline in the case of 
the main sugar-beet producing countries. However, 
although there is little doubt that this tendency towards 
greater self-sufficiency will replace imported quantities, 
a complete cessation of sugar imports will not result 
since the main sugar-beet producing countries will 
undoubtedly continue to import raw cane-sugar in 
order to maintain sugar exports in processed forms. 
Furthermore, such preferential arrangements as the 
trade of France with its overseas departments and the 
trade covered by the Commonwealth Sugar Agree
ment will favour the continuance of a minimum flow 
of imports (see also Annex I, Managed marketing 
arrangements in the franc zone); in the case of the 
United Kingdom, nearly two-thirds of its import 
requirements are supplied at annually negotiated 
prices by signatories of the Commonwealth Sugar 
Agreement, the balance being purchased at the con
siderably low-prior to 1963-world market prices. 

Dairy products 

36. The dominant feature of north-western 
Europe's trade in dairy products is the recurrent glut 
on the butter market which has become progressively 

'" While most of the inter-country differences in per capita con
sumption of sugar can be explained in terms of income and price 
differentials, other factors (tastes, habits, fear of obesity, nutritional 
publicity, etc.) have contributed to the slow rise in consumption in 
Belgium, France and western Germany. Nevertheless, the relation
ship between retail prices of sugar and its consumption, however 
imperfect, is striking. Thus, the highest per capita consumption 
figures were registered in Denmark and the United Kingdom, the 
two countries with the lowest retail prices, whilst consumers in 
western Germany and France, who took rather low quantities for 
high-income countries, had to pay twice as much for their sugar as 
the Danes. See Trends and forces of world sugar consumption, FAO, 
Rome, 1961. 

restricted to that of London. Common Market and 
British imports of butter from developing countries 
(mainly Argentina and Uruguay) represent only 
marginal additions to supplies, and averaged only 
about 2 and 10 million dollars respxtively during 
1960-1962; trade in cheese was almost entirely con
fined to shipments between developed countries of 
Europe and of the Commonwealth. The bleak pros
pects for the European dairy market 169 have implica
tions for the future demand for vegetable oils in view 
of the past and future efforts to improve the com
petitive position of butter relative to margarine. Since 
demand for butter responds more strongly to changes 
in prices than to changes in income, a reduction of the 
butter price relative to that of margarine, although it 
would reduce the butter surpluses, would also have 
the less welcome result of lowering the consumption 
of margarine with consequent adverse effects on oilseed 
and vegetable oil imports from developing countries.170 

Changes in the patterns of butter and margarine 
consumption in recent years have favoured the former 
and this tendency will be reinforced in the event that 
new measures designed to protect the dairy industries 
in north-western Europe against imports of vegetable 
oils should be introduced. 

Eggs 

37. Western Germany, Italy, the United Kingdom, 
Switzerland, Austria and France, ranked in descending 
order of importance as importers, accounted for as 
much as four-fifths of the gross tonnage of eggs 
(eggs in the shell as well as egg products) entering into 
international trade in 1960-1962. Although three
quarters of these consignments were supplied by other 
north-western European producers, the share of 
developing countries in the imports of EEC and 
EFTA amounted to 12 and 9 per cent of totals of 
205 and 46 million dollars respectively in 1960-1962, 
the most important outside suppliers among develop
ing countries in recent years being Israel, Yugoslavia, 
Argentina and Morocco. Not unlike butter, the 
European egg market is characterized by the heavy 
dependence of exporters on a single market, in this 
case western Germany, which at its peak in 1959 
absorbed more than 70 per cent of the two regions' 
total imports. Since that time, however, western 
Germany has shown unmistakable signs of following 
the United Kingdom which, in a brief ten years, 
succeeded in becoming almost completely self-sufficient 
(see Table 111-5).171 Given the greater self-sufficiency of 

'" FAO projections suggest that if present dairy production and 
consumption trends continue, there would remain only three 
potential importers of dairy products in western Europe by 1970-
namely, the United Kingdom and, on a very modest scale, western 
Germany and Italy. For the Common Market as a whole, a nine
fold increase of the present export surplus of dairy products is 
expected. See Means ofAdjustment of Dairy Surplus and Demand, 
Thirty-sixth session of the Committee on Commodity Problems, 
CCP/63/8/2, FAO, Rome, 1963. 

"" See also the section dealing with oilseeds, paras. 66 to 70. 
"' As a result of the introduction of equalization payments in 

1956, which compensated poultry-keepers forerelatively high grain 
prices, production in western Germany accelerated so much that it 
outstripped the rise in consumption. Thus, in 1960 for the first time 
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western Germany, the huge export potential of the 
Netherlands, the existing and latent export surpluses 
of Belgium and France, there seems little doubt that 
the Common Market countries taken together will 
produce surpluses that will compete with the exports 
of third countries for any future outlets. The vigorous 
expansion of domestic production, largely attributable 
to the emergence of poultry-keeping as an industrial 
type of farming, coupled with a slowing down of the 
rise in consumption as saturation levels are ap
proached, will inevitably displace imports. 

Meat 

38. Imports into the EEC and the United Kingdom 
of live animals, fresh, chilled, frozen, cured or canned 
meat and other meat preparations have accounted for 
a relatively large and growing share of their foreign 
agricultural exchange bill. The aggregate c.i.f. value of 
meat consignments into the Common Market more 
than trebled between 1951-1953 and 1960-1962, rising 
from an annual average of $223 million to $676 
million, whilst during the same period shipments to 
the United Kingdom rose from $725 to $1025 
million.172 The far greater part of the import require
ments of these two markets is covered by shipments 
from developed countries in Europe, Oceania and 
North America.173 The share of developing countries, 
particularly those of Latin America, is, however, quite 
important, amounting in 1960-1962 to $108 and $214 
million for the Community and the United Kingdom 
respectively. Since trade in pig-meat and poultry is 
confined largely to exchanges between developed 
countries, attention can be focused on beef and veal. 
Together with cattle on the hoof, these products 
accounted for approximately 40 per cent of western 
Europe's gross imports of all types of meat in the early 
1960s compared with 30 per cent at the beginning of 
the 1950s: this reflects the area's growing deficit in 
beef and veal which contrasts with recurrent gluts on 
the pig-meat market. In response to a steadily expand
ing demand for meat in general, and to a shift of 
consumer preferences in favour of beef, imports 

in eight years, imports of eggs into western Germany failed to rise 
above the previous year's level and in the four succeeding years 
imports have actually contracted. Since per capita consumption of 
eggs in western Germany is already fairly close to 300 eggs per 
annum per person, the level beyond which consumption does not 
rise in Continental European countries which do not feature eggs on 
the breakfast menu, the capacity of western Germany to absorb 
imported supplies will continue to shrink with the unabated rise in 
domestic production. 

171 The corresponding figures for the EEC's imports from third 
countries alone, i.e., excluding intra-trade, were S 175 and $456 million. 

"' These trade flows are highly complex since the word "meat" 
denotes not just one good but several groups of commodities. 
Proximity of markets and ease of transport explain why the bulk of 
trade in live animals is carried out mainly between contiguous 
countries. In the case of western Europe's imports of bacon, ham 
and salted pork, 99 per cent of which finds a market in the United 
Kingdom, the chief suppliers are Denmark, the Netherlands and 
Poland. The United Kingdom also imports virtually all the mutton 
and lamb moving into the industrialized countries of Europe, 
whilst the EEC deficit in poultry meat is largely met out of ship
ments from the United States, Denmark and Poland. For a more 
detailed analysis of Europe's trade patterns in meat, see Ten Years 
Agricultural Trade in P,urope, op. cit. 

provided a rising proportion of total supplies of the 
EEC and a steady share of the British market during 
the 1950s, despite the rapid expansion of domestic 
output. Given the high income elasticity for meat, it 
has often been suggested that beef may be one com
modity for which demand in the present decade will 
continue to increase faster than domestic supply. 
Whilst this may hold true for the two major con
tinental importers-western Germany and Italy
there are reasons to believe that the bulk of any higher 
import requirements in these two countries will be met 
by the Netherlands and France. Indeed, the latter 
country has already reversed its position from that of a 
net importer of beef and veal (18,600 tons in 1958) to 
that of a net exporter (145,300 tons in 1962). More
over, the possibility of expanding production by means 
of steady improvements in breeding, animal husbandry 
and feeding practices could receive additional stimulus 
from a reduction in the milk/beef price ratio. While a 
major shift away from dual purpose cattle or from 
dairy cattle will not occur in the short term, an 
expansion of beef production may be achieved by 
increasing the size of the cattle herd and also by 
retaining a growing proportion of calves for fattening, 
a trend which was already evident towards the end of 
the 1950s. In contrast, the rapid rise in demand which 
occurred in the 1950s will probably slow down, 
especially in those countries where per capita con
sumption of meat already exceeds the 60 kg mark. 
Thus, a closing of the gap between production and 
consumption of beef in western Europe, that would 
adversely affect the export prospects of Argentina and 
Uruguay, cannot be ruled out. As far as the EEC is 
concerned, projections made by the Commission for 
1970 point towards a significant rise in the degree of 
self-sufficiency particularly in the event of a slower 
income growth (see Table 111-6). 

Fruit and vegetables 

39. Vegetables and fruit (other than bananas) are 
the largest single commodity group in the imports of 
temperate zone agricultural products into the de~ 
veloped regions of western Europe.l"' The c.i.f. value 
of imported fruits and vegetables into EEC and EFf A 
in 1960-1962 amounted to $1244 million and $977 
million respectively. These total figures conceal large 
differences both in the commodity composition and 
the geographical pattern of trade. For instance, as 
illustrated below, imports of fresh fruits (mainly citrus 
fruits, apples and pears, nuts, stone fruits and grapes) 
into the EEC accounted for more than half, while 

'"The figures of fruit and vegetable imports relate to the SITC 
groups 051 (excluding bananas, covered in a later section dealing 
with tropical agricultural products), to 055 inclusive, and cover 
fresh and dried fruits and fruit preserves, vegetables and vegetable 
preparations. Thus, the figures for fruits and vegetables shown in 
Table III-2 include not only processed products that are analysed 
in greater detail in the subsection of this Chapter dealing with 
manufactures and semi-manufactures, but also certain tropical 
fruits. This group--figs, dates, pineapples and coconuts-represents 
however less than 2 per cent of the combined c.i.f. value of the 
Common Market's imports offruits and vegetables as defined below, 
so .that their inclusion should not materially affect the statistical 
picture of trade in temperate zone fruits and vegetables. 
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TABLE III-6 

Projections of EEC consumption, production and degree of self-sufficiency, 1970 

Low Annual rate of growth of income assumed as 4.0 per cent 
High = Annual rate of growth of income assumed as 4.9 per cent 
1 ; Low production projection 2; High production projection 

Low 

Beef and veal . 92.3 98.8 99.4 93.2 93.7 144.2 152.8 154.4 170.8 
Dairy products 103.0 105.9 114.6 103.4 112.1 121.5 124.8 121.6 135.0 
Sugar, refined 97.6 95.5 92.5 130.5 133.7 126.0 
Wheat ... 93.0 100.0 100.0 124a 121a 126 
Coarse grains 77.7 80.0 77.0 

Source: Le march< commun des produits agrico/es: Perspectives 1970, Serie: Agriculture, No. 10, EEC, Brussels, 1963. 
a Human and animal consumption. 

imports of vegetables and vegetable preparations 
represented somewhat more than one-third of the 
aggregate. 

Commodity composition of EEC imports of fruits 
and vegetables in 1961 

(in millicms of dollars) 

Total fresh fruits and nuts, excluding bananas . 
of which : citrus fruit . . . 

apples and pears 
stone fruits . 
grapes ..... 
nuts, edible . . . 
berries and other fresh fruits 
coconuts, pineapples, fresh dates 

Total dried fruits . . . . 
of which : dried raisins 

dates and figs 
other dried fruits 

Fruit preparations . . . . 
Vegetables, fresh and dried 
Vegetable preparations • . 
Total fruits and vegetables 

640.1 
299.9 
123.4 
47.3 
43.6 
93.5 
15.2 
17.2 

47.0 
27.5 
6.6 

12.9 

107.6 
332.5 
78.8 

1 205.7 

Sources : Office statistique dell Communautes europeennes; Commerce 
exterieur and UN Commodity Trade Statistics. 

40. The bulk of the two regions' import require
ments is met out of consignments from neighbouring 
countries, both developed and developing. Among the 
latter, southern European countries (Spain, Greece, 
Yugoslavia, Portugal, Cyprus and Turkey) and the 
countries of North Mrica and the Middle East ac
counted for respectively 20 and 18 per cent of the 
Community imports, and for 23 and 6 per cent of 
EFTA's imports. The dominant feature of the fruit 
and vegetable market during the past ten years has 
been the rapid rise in demand for out of season and 
high quality varieties of fruits and vegetables, as con
sumption of fresh fruit and vegetables has tended to 
become an all-year-round habit. This, together with 

such factors as the rapid strides in standardization and 
commercialization, explains the rapid expansion of 
trade which occurred despite the fact that domestic 
production of in season varieties of fruit and vegetables 
continued to supply the most important part of total 
consumption. Thus, combined imports of fruit and 
vegetables into the Six and the Seven, though hampered 
by quotas, seasonal import calendars, minimum price 
lists and other impediments, more than doubled be
tween 1951-1953 and 1960-1962, and, given a high 
expenditure elasticity of demand for top quality fruit 
and vegetables, there is every reason to believe that the 
forces which have been at work in the last decade will 
continue to operate in the 1960s. So that, supported 
by the growing demand for early-and late-maturing 
varieties of fruit and vegetables, the flow of trade 
between the less-developed South and the developed 
North can be expected to continue growing ranidly, 
with taste and climate being more decisive factors than 
man-made barriers. 

Wine 

41. Despite the appearance of large wine surpluses 
in years of good or even average weather conditions 
that have given rise to such policies as the voluntary 
uprooting of vines, the build-up of buffer stocks and 
disposal by distillation in France, the Community is 
still the world's largest importer of wine, accounting 
for two-thirds of world trade. This mainly reflects the 
huge French imports of about 15 million hectolitres 
on average (compared with exports of 3 to 4 million 
hectolitres ), supplied almost exclusively by Algeria and 
for the most part destined for blending with local 
wines. On a value basis, however, French imports and 
exports are more nearly in balance, since its exports 
are of a higher quality with a considerably greater unit 
value than its imports; imports of alcoholic beverages 
in 1961 amounted to $265 million compared to exports 
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of $222 million.175 By contrast, imports of wine into 
the other countries of the Community and to the 
EFTA region amounted to $79 and $123 million, 
respectively, of which developing countries in North 
Africa and southern Europe (Spain, Portugal, Greece, 
Turkey, and Yugoslavia) accounted for proportions 
of 20 and 35 per cent. Consumption of wine varies 
considerably from one country to another-more than 
100 litres per caput and per annum in France and 
Italy compared to less than 15 Iitres in Germany, 
Belgium, the Netherlands, Denmark, Sweden, Norway 
and the United Kingdom-and shows some tendency 
to rise in those regions where wine consumption is the 
exception rather than the rule. The market is already 
burdened with large surpluses of low-grade wines whilst, 
at the same time, there is a large deficit ofblending wines 
that have a high alcohol content, and whilst the market 
prospects for quality wines are quite favourable, the 
opposite holds true for the cheaper, mass consumption 
wines, partly as a result of the declining trend of per 
capita consumption in France. This, in itself, would 
indicate reduced import requirements for Algerian 
blending wines, but in addition, Algerian deliveries 
compete directly with mass consumption wines pro
duced in southern France, and, under pressure from 
wine growe~s in that region, the French Government 
has already decided to reduce considerably wine im
ports from North Africa. Imports of Algerian wine 
are expected to fall to less than 11 million ~ectolitres 
compared with 16 million hl in 1961 as a result of the 
implementation of the Franco-Algerian commercial 
agreement of Novemb~r 1963. The latter provides for 
imports of 640,000 hl per month and an additional 
3 million hl in excess of the quantum fixed. Since the 
status of Algeria vis-a-vis the Community is yet to be 
determined, further comments on the prospects for 
Algerian wines in France cannot be made (see also 
Chapter IV, paras. 135 and 136). 

Tobacco \ 
42. The EEC and EFT A countries account for the 

bulk of world imports of tobacco and have been 
largely responsible for the sustained increase in world 
trade in tobacco during the last ten years (see Table 
III-5). Domestic production has remained virtually 
unchanged,176 with higher yields compensating for a 
reduction of acreage in France, western Germany and 
Italy. Since domestic production of tobacco is mar
ginal in relation to total EFT A demand, the future 
import requirements of this group of countries will be 
largely determined by the growth of the adult popula
tion, demand for this product responding little to price 
and income changes. With the accession of Greece 
and Turkey as associate members of the EEC 177 and 

"'Exports of wine as such accounted for only Sill million of 
the total, the remainder consisting of liquors (S78 million), ver
mouths, ciders, etc. Imports of wine accounted for $247 million of 
the total, of which $211 million came from Algeria and $21 million 
from Tunisia and Morocco. 

"'The decline registered in the last triennial period under review 
is mainly due to mildew attacks which assumed epidemic propor
tions in some countries in 1960 and 1961. 

m See also Chapter IV, paras. 94 et seq. 

in view of the commitments taken by the French and 
Italian tobacco monopolies to increase their purchases 
of Greek tobacco, it would seem unlikely that the 
gradual abolition of internal tariffs would provide a 
sufficient incentive to expand this labour intensive crop 
even within the Community. Under the new tariff 
structure, the bulk of leaf imports from third countries 
will face a duty of 28 per cent with minimum and 
maximum specific rates of $29 and $38 per quintal, 
the former applying to all leaf valued at less than 
$76.7 per 100 kg and the latter to leaf valued at about 
$140.178 With the entry into force of the Treaty of 
Association, duties on imports of Greek tobacco were 
immediately reduced to 50 per cent of the rates apply
ing on 1 January 1957. Under the new association 
agreement between Turkey and the EEC, the Com
munity will also grant concessions in the form of 
tariff quotas over a period of five years for imports 
of unmanufactured Turkish tobacco and within the 
limits of these quotas-12,500 tons for the Com
munity as a whole-EEC member countries will im
pose the same customs duty as on imports of Greek 
tobacco. Although tobacco imported from Greece and 
Turkey thus enjoys substantial margins of preferences, 
present western European tastes will prevent any 
major shift in favour of oriental tobacco. This, of 
course, does not preclude the possibility of a diversion 
of trade in oriental leaf at the expense of such other 
suppliers as Bulgaria and Yugoslavia. 

(iii) The impact of the EEC common agriCultural policy 
on developing countries' trade 

43. The foregoing analysis of the market prospects 
for temperate zone agricultural products in the 
industrialized countries of north-western Europe 
suggested that, by and large, production of the main 
cereals-with the notable exception of maize-sugar, 
dairy product~, eggs and possibly meat has grown 
faster than consumption and will probably continue 
to do so. As a result, imports into EEC and EFTA 
countries tend to stagnate or even to contract, a 
tendency which, in some of the more prosperous north
western European countries is reinforced by the fact 
that per capita consumption of staple and of certain 
higher quality foods (dairy products, sugar, eggs and 
pig-meat) has already reached, or is approaching the 
saturation level. Given a relatively low population 
growth, total requirements grow only fractionally as 
the expansion of domestic output continues unabated. 
The levelling off or reduction of imports of the com
modities concerned is the inevitable result of these 
divergent trends in production and consumption. 
Indications of the likely development of production 
and· consumption up to 1970 can be gained from 
Table 111-6, summarizing projections made by the 
EEC Commission. It might be noted that, in the case 
of sugar, consumption is expected to grow faster than 

"'The higher rate will mainly affect the more expensive Rhodesian 
and Indian exports while exports from the United States, in general, 
face a duty of less than 28 per cent ad valorem. 
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production, though the result is at variance with 
projections made by FAO which anticipate an increase 
in production at least commensurate to the rise in 
consumption.179 

44. This brief review of the key agricultural 
products has shown that there was an unmistakable 
tendency towards increased self-sufficiency in the 
countries now forming the Common Market at a time 
when preferential arrangements between member 
countries were, if non-existent, at least of limited scope. 
Despite the general shrinking of import markets, there 
was also a definite tendency for intra-regional trade 
among the Six to expand long before the EEC common 
agricultural policy came into effect. Bearing in mind 
that the imbalance in the production and consumption 
is not a phenomenon peculiar to the EEC and that 
this trend is likely to continue irrespective of the 
presence or absence of a unified market for agricultural 
products, it follows, therefore, that the key issue with 
respect to regional integration centres on the extent to 
which the supra-national farm policies will be more 
protectionist than those of the participating coun
tries, thereby accentuating the growing imbalances 
between supply and demand for the various temperate 
wne agricultural products. 

45. While it is clear that the creation of a single 
market for agricultural products with a uniform price 
level will, in itself, tend to reinforce the trend towards 
self-sufficiency, a final appraisal of the common 
agricultural policy is not possible in the absence of any 
decisions on the crucial issue of price alignment.180 

So far, the EEC Council of Ministers has agreed only 
on a general set of principles and the implementation 
131 July 1962) of the EEC regulations for grains and 
livestock products represents a change of policy 
instruments rather than a change in the degree of 
protection afforded to domestic producers. Broadly 
bpeaking, the main instrument for achieving a uniform 
price level within the Community is to be the levy 
system applicable to trade in cereals, pork, poultry and 
eggs (and presumably also to sugar, rice, dairy pro
ducts, beef and veal), in combination with the estab-

"'See Agricultural Commodities Projections for 1970, FAO, 
}{orne 1962. 

180 The Sicco Mansholt Plan submitted for discussion to the 
Council of Ministers at the end of 1963 provides for an immediate 
price alignment to be effected in one single step and would replace 
the gradual alignment of prices throughout the Community during 
the transition period. For wheat, the Community-wide target price 
for 1964/65 has been set at 425 DM per ton (524.6 French francs). 
Ii accepted, this price would represent a 7 per cent increase over the 
1963/64 level for French producers and a decline of 11 per cent for 
German wheat growers. 

111 The EEC draft regulations also provide for target prices for 
milk (ex farm) and also for measures to support butter prices. For 
SLigar, a comprehensive system of target and intervention prices, 
broadly similar to the one operating for cereals, is also envisaged. 
I, the case of beef, the Commission's proposals provide for the 
e'tablishment of reference and sluice-gate prices. The EEC termin· 
ology distinguishes between: 

target prices (prix indicatifs), 
intervention prices (prix d'interventlon), 
threshold prices (prix de seuil), 
sluice-gate prices (prix d' ecluse ), and 
reference prices (prix de rejerence) 
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lishment of a common price level obtained by means of 
target and intervention prices.181 For cereals these 
variable levies are of an amount equal to the difference 
between the most favourable c.i.f. prices at the border 
crossing and the threshold prices of the importing 
member countries, whilst for such processed products 
as pork, poultry. and eggs the corresponding levies are 
determined with reference to the cost price increasing 
effect of the protection afforded to the feed grains 
that are incorporated in these end products. These 
variable levies are to be a permanent feature for 
imports from third countries whereas they are sche
duled to disappear in intra-Community trade pari 
passu with the narrowing of the price gap for cereals. 
The main instrument for achieving a common market 
in fruit, vegetables and wine consists of a common 
external tariff together with quality control provisions 
that allow standardized and graded goods to circulate 
freely within the Community. Apart from fruits, 
vegetables and wine, therefore, the internal price 
structure of the EEC hinges essentially on the common 
price level to be adopted for cereals, since the future 
prices for livestock products will mainly be determined 
by those for grains. Moreover a fairly stable relation
ship which exists between the price of sugar-beet and 
the price of cereals implies that developments in the 
EEC sugar market will be linked with cereals. Thus, it 
is important to undertake a closer examination of the 
implications of the EEC cereal regulations. 

46. The new cereal regulations which came into 
effect on 31 July 1962 have not so far caused any 
significant change in the price structures in the various 
countries. Though trade in the second half of 1962 
was substantially lower than in the corresponding 
period of 1961, this can be ascribed to the record grain 
harvests and also to the exceptionally large stocks 

/ which were built up in EEC importing countries in 
anticipation of the entry into force of the EEC cereal 
regulations. During the first year of operation of the 
new trading arrangements, margins of preferences 

The aim of target prices is to guide producers by establishing 
annually a set of guaranteed prices. In order to ensure that actual 
prices will approximate these target prices, national marketing 
boards will intervene whenever necessary by purchasing produce 
offered to them at a minimum (intervention) price fixed 5 to I 0 per 
cent below the target price. Thus. actual prices will be allowed to 
fluctuate around the target price but can never fall below the floor 
set by the intervention price. Similarly, the threshold price ensures 
that the sales price of products imported into the largest deficit area 
of a given country shall match this area's target price (sometimes 
called the basic target price). Since the threshold price is determined 
for a specific point of entry for each member country, the difference 
between the basic target price and the threshold price is roughly 
equal to the transport cost incurred in moving produce from the 
point of entry to the country's main consuming centre. In order to 
prevent serious market disruptions on account of abnormally low 
import prices, Community-wide sluice-gate prices for certain pro· 
ducts have been fixed. These sluice-gate prices correspond to mini
mum import prices and call for an adjustment of the variable levies 
whenever prices of imports drop below a given minimum. The role 
of reference prices is similar to that of sluice-gate prices, the essential 
difference being that countervailing levies are applied automatically 
whenever imports from third countries take place at prices below 
the sluice-gate prices, whereas under the reference-price system the 
application of higher levies, or the suspension of imports, has to be 
notified to and approved by the Commission. For a full description 
and detailed discussion of the relevant EEC regulations, see GAIT 
Committee II reports, COM. II/134 and addendum, and L/1910. 
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TABLE 111-7 

Estimated price structure for wheat, August 1962" 

(In dollars per ton) 

Germany 
(Fed. Nether· 

Belgium Fr(lllce Rep.) lla/y lands 

A Target price, domestic 
wheat . . ... 96 98 118 113 92 

B Freight (market to port) 1 4 

c Quality adjustment to 
EEC standard . . . 3 

D Threshold price for intra-
trade (A - B + C) 96 97 120 109 91 

E EEC preference . ... 1 

F Threshold price for other 
imports (D + E) 97 98 121 110 92 

G Landed price, c.i.f. (Hard 
Red Winter No. 2) 67 67 67 67 67 

H Quality adjustment to 
standard ... 8 8 7 8 8 

I Adjusted price (G-H) 59 59 60 59 59 

J Levy (F-1) 39b 39 61 51 3411 

K Import price (G + J) 106 106 128 118 101 

L Tariff, 1961 . .. c d 45• d 3• 

M Support price, 1961 94 83 107 104 85 

N Intervention price, 
August 1962 .. 92 86 111 109 88 

§JJJuce: World Economic Survey 1962, page 31, United Nations, New York, 
1963. 

a All prices have been rounded to the nearest dollar. 

b Part of the levy is rebated to millers. 

c Control by mixing regulation. 

d Quantitative control by Government agency. 
e Plus a mixing regulation: 75 per cent domestic/25 per cent foreign in the 

Federal Republic of Germany; 40/60 in the Netherlands. 

were negligible, being about one unit of account 
(equivalent to $1 per ton or roughly speaking 1 per cent 
of the threshold price) and the new range of target 
prices largely corresponded to the range of producer 
prices in force during the previous marketing year. 
Thus target prices and the corresponding variable 
import levies intended to equalize import prices and 
internal target prices, still differed from country to 
country as shown in Table III-7. When it is taken, the 
decision to narrow the present range of target prices 
up to their complete unification in 1970 will therefore 
be the crucial test of the new policies. 

47. Community-wide target prices are expected to 
fall, at the end of the transitional period, within the 
present range obtaining in France and western Ger
many.182 Though the controversial issue of the first 
alignment of target prices has been postponed for 
future negotiations, it has generally been assumed that 

"' For maize, the lower and upper limits are those set by Italy 
and France. 

the ultimate common price would lie at a point mid
way between present French and German prices. In 
view of the resistance shown to price reductions by the 
high-cost producers, this would seem to be a rather 
optimistic assumption. But, even with this assumption, 
the common cereal price would, on balance, have a 
stimulating effect on the Community's output of wheat 
and coarse grains, for whilst the rise in prices to 
French producers will obviously encourage greater 
wheat and barley production, lower support prices in 
western Germany and Italy will not necessarily lead 
to a contraction of the cereal acreage that is sufficient 
to offset the expansion of French production. Since, as 
was noted earlier, increases in yields are, in the long 
run, independent of relative price changes and since 
these increases are the main determinants of rising 
grain production, any reduction in sown areas could 
be compensated by rising yields.183 Yet it can even be 
argued that such a reduction of grain acreage, taken 
together with the area devoted to sugar-beet, is, for 
the following reasons, far from certain: (i) changes in 
the prices of one cereal relative to that of another, or 
relative to that of sugar-beet, may induce shifts as 
between these crops, but in the absence of alternative 
crops, do not materially affect the aggregate output of 
the mainstays of European agriculture ; (ii) given the 
small size of the average Community farm holding
less than ten hectares-all available land will continue 
to be cultivated 184 in the foreseeable future, even if the 
rural exodus persists at the rate of nearly 3 per cent 
per annum recorded for the 1950s; (iii) a major con
version of arable land to permanent grassland is un
li,kely given the spread of modern livestock feeding 
techniques which rely on larger grain inputs. Moreover, 
the decline in human consumption of potatoes will 
release considerable arable areas for feed grain pro
duction unless the surpluses of potatoes evaluated by 
the EEC Commission at 2 million tons of grain equiva
lent for 1970 are directly fed to animals with equivalent 
savings of grain requirements. The emergence of 
wheat export surpluses in the Community might 
produce a shift from the output of wheat to coarse 
grain production as a result of the more attractive 
barley and maize price supports. Such a deterioration 

"' Cross section and time-series analyses show that the yields of 
both large and well-managed farms and of less-viable units have 
tended to rise at the same pace during the last decade. The absence 
of any narrowing of yield dispersions between the more advanced 
and backward regions of a given country or between countries 
suggests that the rate of increase of yields in north-western Europe 
will not yet slacken. 

"' This is not true of France, where 5 million hectares of land 
formerly devoted to cereals drifted out of production during the 
first four decades of this century. Out of this area, 1.5 to 1.6 million 
hectares could technically be returned to the plough. French grain 
production is expected to increase from 20 million tons in 1957-1959 
to 26.6 million tons by 1970 on the assumption of unchanged prices 
and acreage. This would result in net exports of 5 to 5.6 million tons 
by 1970, compared with present exports of about 2 million tons. 
On the assumption of an increase of more than 20 per cent in the 
French grain prices and the recovery of 1.5 or 1.6 million hectares 
of land suitable for grain production, output is expected to climb 
to 32.6 million tons. Such a development would, of course, cut deep 
into the Common Market's outside requirements for all grains. 
Source: Le Marche commun des produits agricoles, Perspectives 1970, 
op. cit. 
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of the price of wheat relative to coarse grains would 
accelerate the trend towards a greater use of wheat 
for livestock feed, but this in tum would be accom
panied by a reduction in the Community's import 
requirements of feed grains.185 

48. Given the existing wide range of cereal prices 
in the Community, there remains considerable scope 
for negotiation. The nearer the ultimate Community
wide target price should settle to the German price, 
the greater will be the incentive to higher cereal pro
duction. Irrespective of the final outcome, one con
clusion seems clear: that imports from third countries 
will tend to be displaced by higher domestic output as 
in the past and also by larger French wheat and barley 
supplies (perhaps in conjunction with larger maize 
consignments from France and Italy) benefiting from 
Community preference. Whilst the rise in self-suf
ficiency or the emergence of export surpluses in the 
case of wheat and barley would occur even if present 
national price policies were maintained, it would ap
pear however that an averaging of prices would stimu
late these developments on account of the higher 
supply elasticity of French agriculture, the rising ex
port surpluses of which will no longer have to be 
disposed of at a loss on world markets-a factor in
hibiting production up to now. This "preference 
effect " is thus inherent in the system and provides an 
incentive for higher output in countries with actual 
or potential surpluses. The adverse repercussions of 
this on third countries are, however, mitigated to some 
extent by the fact that the disposal of surpluse~1 within 
the Community reduces, ipso facto, the supplies avail
able for export to markets outside the Community, 
but whilst this merely involves a change in the direction 
of trade, some markets are more "desirable" than 
others and, for example, the diversion of French 
cereal surpluses from China to Germany will hardly 
leave the trade of developing countries undamaged. 
It must be emphasized, however, that the expected 
tendency for imports into the Community to become 
essentially residual in character would reflect not only 
the results of integration as such but also-if not 
mainly-the continuation of past trends. 

49. High cereal support prices imply a negative 
protection for livestock products that account for 
approximately two-thirds of the Community's gross 
agricultural output.186 The common price support 
policy of the Six for pig-meat, poultry and eggs is 
therefore directly related. to that governing the cereal 

- 111 This tendency might be reinforced by the fact that national 
stabilization boards are entitled to sell denatured wheat at lower 
than the guaranteed prices. A narrowing of the price differential 
between wheat and barley has already resulted from the retention 
for the 1963/64 crop year of the existing soft wheat prices whilst 
the lower limits of coarse grains were raised as a first step towards 
the aligmnent of cereal prices in the Community. See: Reglement 
Ko. 48/63/EEC du Conseil du 21 juin 1963, Journal officiel des 
Communautes europeennes, 27 June 1963. 

"' Net imports of livestock products into the Community corres
pond to 1.5 million tons of grain equivalent. A liberal import policy 
of grains might prove to be a greater obstacle to outside suppliers 
of livestock products than tariff barriers against these products 
coupled with the cost disadvantages resulting from high cereal 
support prices. 
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market and purports to iron out the differences in the 
costs of animal feeding between member countries on 
the one hand and the Common Market and third 
countries on the other. The EEC regulations concern~ 
ing these products are the only ones so far drawn up 
and provide for variable levies to compensate pro
ducers for differences between feed prices inside and 
outside of the Community, supplemented by fixed 
protection margins applied to imports from third 
countries in order to offset any differences in produc
tion costs unconnected with higher feed prices.187 

50. Whilst pig-meat, poultry and eggs are of re
latively minor importance in the trade of developing 
countries with the EEC, this is not so for beef. Whereas 
in pre-war years the bulk of beef supplies came from 
Argentina and Uruguay, large increases in exports 
from Oceania on the one hand, and from Denmark, 
Ireland, the Netherlands, Hungary and-in recent 
years-France, on the other, have considerably re
duced the share of Latin America in world trade. The 
EEC Council has not yet adopted any regulations 
though the draft proposals provide for a common 
external tariff and for the establishment of " guide 
prices " (prix d' orientation) and sluice-gate prices for 
the principal types of beef. The sluice-gate prices are 
to be fixed with reference to the guide price and, in the 
event that prices of imports, " franco frontier ", should 
be lower than the sluice-gate prices, the difference 
would be adjusted by means of a levy, though the levy 
will not apply to non-member countries that guarantee 
that their prices will not fall below the minima estab
lished by the Council for each member State. In the 
case of offal, sausages, frozen beef and beef prepara
tions and other preserves, there will be no sluice-gate 
and guide prices, but the marketing of these products 
will be subject to a system of import certificates, 
the issue of which may be suspended whenever the 
domestic market is threatened by market disruption. 

51. While little can be said about the impact of the 
EEC on beef imports until agreement has been reached 
on the Community's future price-support policy, there 
\s little doubt that the regulations which will eventually 
b'e. adopted will seek to encourage the production of 
beef-one of the commodities with good demand 
prospects. The formation of a unified market also, 
implies that the major part of the growing import· 
requirements of western Germany and Italy will be 
met by France and the Netherlands, the poor response 
of continental consumers to low price imports of 

"' The variable levies take into account differences in the prices 
of feed grains within importing member countries and the prices 
ruling on the world market, and are based on standard transforma
tion coefficients calculated in relation to the quantities, prices and 
composition of feed grains necessary to produce pig·meat, poultry 
and eggs. Variable levies on intra-trade will be gradually reduced as 
inter·country differences in grain prices are narrowed under the 
common price policy. Levies on the trade of third countries are to be 
supplemented by ad valorem duties rising progressively from 2 to a 
figure of 7 per cent at the end of the transitional period and an 
additional instrument of protection against the imports of livestock 
products at abnormally low prices from third countries is afforded 
by sluice-gate prices fixed by the EEC Council on a quarterly basis. 
For further details, see GATI, Committee II reports, L/1910 and 
COM. 11/134/Add. 1. 
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chilled and frozen beef is a further handicap to over
seas suppliers; the major part of any residual deficit 
in supplies will probably be filled by imports of cattle 
on the hoof from Denmark. The lack of favour with 
which chilled and frozen beef is regarded is mainly a 
characteristic of the French consumers; government 
stocks of this commodity are disposed of abroad at a 
considerable loss, even during domestic shortages of 
fresh meat. While continental consumers generally pre
fer young lean beef to the fatter and less tender sup-plies 
from overseas, there remains some scope for raising 
the consumption of lower priced chilled and frozen 
beef-particularly among the lower income groups in 
Italy and western Germany, unless consumption is 
further discouraged by restrictive import policies. 

52. It was seen that the main features of the common 
market for fruits and vegetables would be the progres
sive extension of a free movement of standardized 
products within the Community and the establishment 
of common external tariffs and reference prices towards 
third countries. Although these regulations favour an 
expansion of Italian fruit and vegetable exports at the 
expense of other Mediterranean producers, the long
term rise in consumption in the Community should 
prove, in contrast with most other temperate zone 
agricultural products, to be the decisive factor govern
ing the future import requirements of the Six. It seems 
very doubtful therefore that drastic changes in trade 
patterns, to the detriment of developing countries, will 
take place in the short run. 

53. Trade in citrus fruit is the largest component 
of this heterogeneous group of commodities, and 
deserves special attention in view of the fact that the 
Common Market accounts at present for over half 
of the world's imports. Though oranges, tangerines, 
lemons and limes are produced in fairly large quantities 
in Italy and Greece, the total import requirements of 
the Community are more than three times larger than 
the combined exports of these two countries. Neverthe
less, the complete liberalization of internal trade in 
citrus fruits188 could well produce some trade diversion 
in favour of Italian and Greek citrus growers who, 
by 1966, will be protected by the following common 
external tariffs : 

Oranges: 1 April-15 October • 
16 October-31 March 

Mandarins, tangerines 
Grapefruit . . . 
Lemons .... 
Other citrus fruit 

Per cent 
ad valorem 

15 
20 
20 
12 
8 

16 

54. However, despite the tariff on citrus fruit, 
exports of non-associated countries will continue to 
expand, albeit on a smaller scale, for the following 
reasons: 

(i) Italy and Greece could meet only part of the 
rapidly rising EEC citrus requirements even if they 

111 See also Chapter IV, paras. 85 et seq. 

reduced their present shipments to non-EEC countries; 
in 1962, 55 per cent of the total Italian citrus exports 
of $62 million found an outlet outside the Community, 
and the bulk of Greek exports were to eastern European 
markets. 

(ii) Despite the rise in domestic production, Italian 
exports of oranges have, for many years, been stable 
at about 200,000 tons and if past trends continue a 
substantial, if not preponderant, part of any further 
increase in production will be absorbed domestically. 

(iii) Since grapefruit production is negligible in the 
two Mediterranean countries, most imports will 
continue to be imported from outside the Community. 
This also applies to summer oranges supplied mainly 
by South Mrica, Brazil and the United States. 

(iv) Although a 15-20 per cent preferential tariff 
margin may be a strong incentive for the expansion 
of citrus fruit, there will be a time lag before the 
citrus trees reach fruition. Moreover, the crop is 
labour intensive and as with rice and tobacco, the 
expansion of Italian production might be impeded by 
rising wage costs and labour shortages. 

(iv) Some long-term problems of agricultural policy 

55. The foregoing commodity analysis has revealed 
again and again that industrialized countries of 
western Europe have become rather less dependent on 
imports of temperate zone agricultural commodities 
since the early 1950s. Assuming a continuation of past 
trends in the EEC and unchanged farm support 
policies, medium-term prospects pointed towards a 
further contraction. Whilst the trend towards shrinking 
markets was not brought about by the creation of a 
unified market for agricultural produce, its anticipation 
indubitably stimulated production towards the end of 
the 1950s in the low cost countries of EEC. This 
psychological anticipation effect is, for instance, 
reflected in the French four-year plan. The hopes of 
being able to dispose of future surpluses at remunera
tive prices in EEC partner countries certainly added to 
the expansionary forces and received further stimulus 
from the prospect of an enlarged Community which 
would encompass the world's largest importer, the 
United Kingdom. 

56. It has also been noted that the merger of the 
six markets will reinforce the residual nature of 
agricultural trade since outside suppliers will not be 
able to enter the market until domestic producers in 
all member countries have disposed of their excess 
supplies. Regional integration provides therefore, ipso 
facto, an incentive for the expansion of production in 
those countries where the existing internal price level 
is below the Community average. The opposite, a 
contraction of output resulting from a reduction of 
prices in high cost countries, is far less likely since the 
basic dilemma facing the authorities and the farm 
population would remain, namely that parity of 
income calls for higher efficiency which in turn brings 
with it an expansion of output. The kind of farm 



policy which, in the long run, would yield socially 
acceptable farm incomes without creating agricultural 
surpluses would call for nothing short of a structural 
revolution, a shift from an intensive to a more exten
sive type of agriculture. 

57. A policy which would merely strive to maintain 
the present share of outside suppliers, implying an 
absolute increase in imports as consumption rises, 
should aim at something like a trebling of the average 
farm size in the Common Market countries, and a 
reduction of more than one-half in the present agri
cultural labour force. The rural exodus, however, 
is by its very nature a slow process and whilst hitherto 
it has consisted largely of hired workers and unpaid 
family helpers, the next step will require the departure 
of a large number of farmers themselves and will be far 
more difficult to achieve. If high support prices have 
unequivocally contributed to the growing disequi
librium between supply and demand, it is very doubtful 
that this is the main factor which has kept marginal 
farmers in business. Merely to advocate a reduction of 
support prices is to ignore the fact that capital intensity 
and indebtedness tends to be highest on the small 
family farm and that such a reduction requires larger, 
not smaller, outputs for economic viability. Since no 
European Government could be expected to squeeze 
the less-efficient producers out of business by failing to 
intervene on the market, the chief remedy for the 
problem must be sought not in the field of market 
policies, but in that of structural reform. But such a 
far-reaching reform that would transform small farms 
into large, economically viable units requires not only a 
>peedier exodus of labour but also for government 
action to ensure that the vacated land is used for the 
formation of larger farms and is not left to the vagaries 
of the real estate market.189 An accelerated outflow of 
J.abour would also require special measures such as: 
larger training facilities for non-agricultural occupa
tions as a contribution to improved mobility of farm 
labour, the industrial development of rural areas and 
old-age pension schemes for farmers, perhaps in con
junction with a scheme to purchase their farms by 
means of annuities, etc. 

58. Such structural reforms do not, of course, 
preclude a search for other remedial measures. For 
instance, it was pointed out in a paper presented to the 
FAO Regional Conference for Europe, held in Rome 
in October 1962, that the possibility of replacing price 
supports, the benefit of which accrue in proportion to 
the quantities marketed, by neutral income support 
schemes, deserves particular attention.190 The general 
policy of securing adequate remuneration for small 
holders, justified on social grounds, often leads to the 
absurd result of assisting the largest, well-to-do 

, .. Examples of such interventions exist in Sweden and France 
where "land boards" or land consolidation agencies (SAFER) 
have the power to purchase land. 

"' For a more detailed discussion of the issues involved, see: 
"1\gricultural Policies in Europe in the 1960s", FAO Monthly 
Bulletin of Agricultural Economics and Statistics, January and 
February 1963, and the United Nations Economic Survey of Europe 
ir, 1960 (Sales No.: 6l.II.E.l), Chapter III. 
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producers while providing only a bare subsistence for 
the marginal producer. In this context, the introduction 
of a standard rate of price support throughout the 
EEC which favours primarily the larger producers and 
the economically more-advanced regions, might be a 
retrograde step since it replaces former systems of 
differential support operated by such devices as higher 
prices for certain commodities, guaranteed prices for a 
given volume of output or by deficiency payments to 
poorer regions.191 Income supports have other advan
tages over price support schemes: they can be tailored 
to the needs of the recipients and can be made con
tingent on adherence to a plan for the conversion of 
small farms into viable enterprises; and they are more 
likely to prevent marginal farmers becoming a perma
nent burden on the rest of the community if, as in 
Sweden, income subsidies are paid only during the 
lifetime of the farmer or are made conditional on his 
early retirement. Whatever their respective merits, 
however, both types of support scheme aim at increas
ing farm incomes and thereby help to improve farmers' 
efficiency. This, in turn, tends to result in higher labour 
productivity and to a rise in the volume of output 
unless these productivity gains are at least matched by a 
corresponding outflow of labour. 

59. Sweden has demonstrated that an outflow of 
farm workers, sufficiently large to maintain the volume 
of agricultural imports, can be achieved. 

(v) Tropicalfoods and beverages 

60. It was noted in the preceding section that the 
EEC common agricultural policy has the greatest 
potential significance for Latin America and to a 
lesser extent for North Africa and the developing 
countries of southern Europe, and that preferential 
arrangements between EEC, the Associated Overseas 
States and the French overseas departments and 
territories were of minor consequence since these 
countries accounted for not more than 7 per cent of 
the Common Market's imports of temperate zone 
agricultural commodities from developing countries.192 

The opposite is true for tropical foods and beverages. 
In this case, trade flows between EEC and EFTA on 
the one hand, and sheltered overseas markets on the 
other-and more particularly between the latter and 
their respective metropolitan countries-are seen in 
Table III-8 to be governed to a very large extent by 
preferential arrangements favouring associated or \ 
Commonwealth countries; in 1960..1962, preferential , 
supplies accounted for more than 77 per cent of \ 

"'Examples of such differential price support schemes are: 
premium prices paid for milk produced on small holdings in Germany 
or in the Alpine regions of Switzerland; purchases of a certain 
"quantum» at guaranteed prices in France; deficiency payments 
to producers in the sandy soil areas of the Netherlands; income 
subsidies varying inversely with the size of small farms in Sweden, 
etc. 

1
" This share rises to nearly 37 per cent if "informal" preferential 

supplies, consisting mainly of wine and fruits from North Africa, 
are included. For the EFf A countries, the share of developing 
Commonwealth countries was 26 per cent and as much as 71 per 
cent in the case of the United Kingdom. 
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TABLE III-8 

Imports of tropical foodstuffs and beverages into EEC, EFT A, 
France and the United Kingdom by main areas of origin, 1960-1962 

(In millions of dollars and in percentages) 

Area of destination __,. __ E;;;;'E;;;;C-:--:-:-: 

Area of origin 
1 

of which 
t Total France 

EFT A, excl. Portugal 

of which 
Total U.K. 

Millions of dollars 

World . 1 923.7 511.2 1 230.1 806.6 
All developing countries . 1472.4" 463.3 959.1 655.9 

of which: as percentage of all developing countries 
Southern Europe . 3.8 0.5 1.4 0.8 
Associated overseas States 27.4 62.8 1.3 0.8 
North Africa • 1.6 2.9 
French Overseas Depart-

ments and territories l.8 11.8 
Developing Common-

wealth 
of which: 
in Africa 14.5 5.0 26.6 32.1 
in Asia 3.5 1.1 34.3 47.6 
in Latin America 0.2 0.1 5.2 7.5 

Other Africa . 3.2 1.8 2.9 2.7 
Other Asia 8.4 2.3 5.8 2.4 
Middle East . 0.3 0.3 0.4 0.2 
Latin America 32.6 11.4 22.1 5.9 

Source : Table III-9. 
a lncluding unspecified imports of tea into the Netherlands valued at 

&10.4 million. 

French imports and for 87 per cent of imports into the 
United Kingdom.193 The major ground for con
cern to non-associated countries' exports of tropical 
products lies in the extension of preferential arrange
ments throughout the EEC. The danger is particularly 
pronounced for certain Central American countries, 
where exports are composed of one or two tropical 
products for which the EEC is the main outlet.l94 

61. The broadening of a preferential area implies 
the possibility of greater internal self-sufficiency so 
that for third countries the potential loss of markets 
is greater, the larger the number of countries included, 
the greater the complementarity resources in . these 
countries and the higher the preferential margins. 
The extent of any adverse impact on non-associated 
countries will depend, inter alia, on (i) the commodity 
composition and the geographical patterns of trade 
in tropical products, (ii) the degree of discriini
nation involved, (iii) associated countries' supply 
elasticities for tropical products and (iv) such factors 
as total demand, consumers' preferences, etc. 

62. Broad indications of the likely impact of the 
EEC preferential arrangement for trade in tropical 
foods and beverages can be gained from Table III-9.196 

"'Including North African e)l:ports to France and bananas from 
the Cameroons to the United Kingdom. 

'"See also section 4 of Chapter IV. 
'" Table III -9 also includes such processed products as cocoa 

paste and powder and soluble coffee, which are, at present, of 
negligible importance in the trade of developing countries. In order 

The Associated Overseas States and French overseas 
departments and territories supply only about one
quarter of current EEC import requirements of the 
main tropical products-coffee, cocoa, oilseeds, oils 
and bananas-but this accounts for the bulk of their 
exports of these items. Consequently, there is little 
scope for a mere shift in trade currents, that is for 
non-associated countries to absorb markets in third 
countries vacated by the AOS. In contrast, there is 
considerable scope for AOS to displace non-associated 
countries in EEC markets in the long run, particularly 
in the all-important German market. For whilst the 
output of many tropical products, especially tree crops, 
is fairly inelastic in the short run, production in the 
long run could, in principle, expand in response to the 
free access to EEC markets by means of new invest
ments, financed from economic aid or the free flow 
of capital. That this is possible is shown by the high 
proportion of preferential supplies on the French and 
British markets. An evaluation of future developments 
on the basis of a comparison of EEC and existing 
Commonwealth and franc zone tariff preferences 
could, however, be quite misleading for, as was noted 
in Chapter II, not only were the preferences under 
which these trade concentrations took place con
siderably higher than at present, but quantitative 
restrictions, bulk purchase agreements and exchange 
controls also played a part. Equally important, if not 
more so, than preferential tariffs and trade and 
exchange controls as factors which were instrumental 
in bringing about this two-way flow of trade, were the 
long-estab1ished commercial ties between the metro
politan countries and their well-implanted colonial 
administrations, the common banking systems, the 
security afforded to investments by the sovereignty 
exerted by the metropolis and the presence of a sizable 
number of European settlers oriented towards their 
country of origin. Granted that discrimination is 
wholly undesirable in principle, the fact remains that 
the response of producers in associated countries to 
preferences of less than lO per cent for coffee and 
cocoa is at present completely overshadowed by the 
marked deterioration of prices paid to producers of 
tropical beverages. It would, indeed, be surprising 
if such preferences would foster new investments and 
displace exports from non-associated countries as well 
as add significantly to total world supplies pressing 
upon the market in a period of a drastic decline in 
prices.196 

63. Nevertheless, in the long run, the possibility 
of trade diversion is greater, the wider the margins of 
preferences afforded to associated countries. While the 

to present a complete picture, imports of animal and vegetable oils 
(SITC section 4) have also been included; they will be discussed 
in greater detail, however, in section 2 below. 

"' As an illustration, nominal prices paid to producers of Robusta 
in the Ivory Coast have declined from 120 francs c.f.a. per kg in 
1957/58 to 80 francs in 1961/62. In real terms, i.e., deflated by an 
average unit value index of French exports to the franc zone, the 
decline would have been of the order of 40 per cent (71.50 francs 
c.f.a. in 1961/62) and would well exceed 50 per cent in the 1962{63 
crop year. Source: Banque centrale des Etats de !'Afrique de !'Ouest, 
Rapport d'activiti, 1959 and 1962. 
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I 
Worlda I SITC 

Code Commodities 

EEC 
22 I) Oilseeds, oil nuts 

and oil kernels .. 559.4 
4 2) Animal and 

vegetable oils . . . 440.5 
051.03 3) Bananas 0 •••• 157.9 

071 4) Coffee ...... 511.2 
072 5) Cocoa . . . . . . 202.4 
074 6) Tea ....... 28.0 
075 7) Spices 0 •••• 0 24.3 

TOTAL ... 1 923.7 

EFrA excl. Portugal 
22 1) Oilseeds, oil nuts 

and oil kernels 245.9 
4 2) Animal and 

vegetable oils . . . I 213.5 
051.03 3) Bananas ..... 93.7 

071 4) Coffee ...... 198.9 
072 5) Cocoa . . . . . . 128.1 
074 6) Tea ....... 334.0 
075 7) Spices ••••• 0 16.0 

TOTAL ... 1 230.4 

TABLE III-9 

Imports of tropical foodstuffs and beverages into EEC and EFrA by main areas of origin, 1960-1962 

(In millions of dollars c.i.f.) 

De"eloped countries DeYeloping countries 

French 
Spain, Over-

De- Portu- Asso- seas Developing EFTA vel oped gal, cia ted Depts. 
and Other Com- Greece Yugo- Over- and Commonwealth 

Portu- N.W. Eastern mon- and s/a¥ia, seas North Terri- in in Latin Other 
Tot alb EEC gal Europe Europe USA wealth Total Turkey Cyprus States Africa tortes Africa Asia America Africa 

217.6 6.3 4.1 - 12.0 170.0 25.2 337.7 0.7 1.1 95.7 1.4 8.3 85.5 9.7 - 17.7 

175.9 49.2 24.9 2.0 12.2 73.5 3.6 249.6 5.9 44.0 83.0 21.0 - 6.9 10.8 0.1 2.3 
1.2 1.2 - - - - - 156.6 - 3.1 40.3 - 44.2 0.2 - - 0.9 

14.7 10.3 1.8 - 0.1 2.2 0.3 494.9 - - 118.0 - 1.6 28.1 10.4 0.3 22.1 
14.4 12.2 0.7 - - 0.5 1.0 186.7 - 0.1 63.4 - 0.4 91.4 0.1 2.0 3.4 

1.0 0.4 0.6 - - - - 26.6° - - 0.1 - - 0.7 12.0 - 0.2 
2.7 1.4 0.1 - 1.1 0.1 - 20.3 0.2 1.1 2.5 0.5 1.3 0.4 9.1 0.6 -

427.5 81.0 32.2 2.0 25.4 246.3 30.1 1 472.4° 6.8 49.4 403.0 22.9 55.8 213.2 52.1 3.0 46.6 

92.9 2.3 0.2 - 1.1 45.7 43.6 150.8 0.4 0.6 2.5 0.1 - 78.9 11.4 - 14.5 

117.2 37.2 19.6 7.5 5.3 12.2 28.1 95.1 0.2 3.8 1.8 0.1 - 39.8 21.4 0.9 0.6 
0.1 0.1 - - - - - 92.8 - 7.7 0.7 - 0.1 14.5d - 45.3 1.1 
7.3 2.9 0.8 - - 2.8 0.8 190.6 - - 4.3 - - 23.9 2.8 0.5 5.2 

36.9 33.0 1.0 0.8 - 0.2 1.9 90.3 - 0.1 1.9 - - 72.4 - 2.2 0.4 
6.6 4.5 1.8 - - 0.1 - 327.1 - - 1.3 - - 24.1 284.7 - 6.2 
2.4 1.3 0.1 - 0.7 0.3 - 12.4 - 0.5 0.2 0.1 0.2 0.8 7.7 1.3 -

263.4 81.3 23.5 8.3 7.1 61.3 74.4 959.1 0.6 12.7 12.7 0.3 0.3 254.4 328.0 50.2 28.0 

Sources: UN Statistical Office, Commodity Trade Statistics; OECD, Statistical Bulletins, Foreign Trade; CEE, 
Office Statistique, Statistiques du commerce extt!rieur, and national statistics. 

b Including Japan not listed separately. 

c Including unspecified imports of tea into tbe Netherlands of $10.4 million. 

Other Middle Latin 
Asia East America 

100.4 1.4 15.8 

11.9 1.6 62.1 
- 0.6 67.3 

4.9 1.4 308.1 
0.2 - 25.7 
3.0 - 0.2 
4.0 - 0.6 

124.4 5.0 479.8 

38.2 2.6 1.6 

2.9 0.6 23.0 
- - 23.4 
4.9 0.8 1-48.2 
- - 13.3 

9.2 - 1.6 
0.8 - 0.8 

---
56.0 4.0 211.9 

a Including bunkers and imports from unspecified areas. d Including banana shipments from Cameroon to the UK valued at $13.1 million. 
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TABLE III-10 

Import duties on tropical foods and beverages in the EEC 
and the United Kingdom 

(In percentages ad valorem) 

Common Market United Kingdoma 

Weighted Common 
average external tariff 

1957 origi~ re- Prefer-
tariff na/ duced entia/ Full 

Coffee, not roasted 17.9 16 9.6 3 6 
Cocoa beans 7.8 9 5.4 0 1.3 
Tea 33.0 23 0 0 0 
Bananas 3.0 20 20 0 13 
Oilseeds 2.9 0 0 0 10 

Sources: Column I from UN/E/CONF.46/PC/22; column 2 from EEC, 
Tarif douanier des Communautes europeennes; for other columns GATT 
documents distributed under symbol L/1984, COM. 111/103 and COM. 111/167, 
168 and 170. 

a Ad valorem equipment of specific duties. For coffee, the specific rates are 
9s 4d and 14s per cwt. respectively and for bananas £7 lOs per long ton. 

discriminatory tariffs on a certain number of tropical 
products have now been reduced substantially, prefer
ential margins for commodities other than oilseeds 
are considerably higher than the corresponding British 
preferences as shown in Table 111-10. Yet, if a weighted 
average of 1957 national tariffs is compared with the 
reduced common external tariff of the Six, except in 
the case of bananas, the latter is more favourable to 
non-associated tropical producers. The lower duties 
should, in principle, stimulate consumption and 
imports but, in view of the relatively low incidence of 
duties in relation to internal taxes and commercial 

margins in the final retail price of most tropical 
products, this effect is unlikely to be very great. 

64. The general characteristics of the CET have 
already been described in Chapter II. It can be seen 
from Table 111-10 that no tariffs are levied on oil
seeds, thus precluding any preference for the AOS, 
but this represents only a small net gain to the de
veloping countries concerned, since in most cases 
national tariffs were already zero; the main exceptions 
were France and Italy. The dramatic reduction of 
tariffs on tea may prove to be mainly a good will 
gesture on the part of countries that are addicted to 
other beverages. For the other commodities in Table 
111-10, associated countries will immediately enjoy 
preferences equal to the height of the common external 
tariff since these products-with the exception of 
bananas-will be admitted into the EEC free of duty 
as soon as the new Convention of Association enters 
into force. 

65. While the extension of sheltered marketing 
might eventually lead to higher production in the 
AOS, such considerations as consumer preferences for 
varieties of coffee and bananas produced mainly in 
the non-associated countries and the provision of 
duty-free quotas by Germany and the Benelux coun
tries, will limit the change in trade flows. The following 
paragraphs, in which the market prospects for 
individual tropical commodities are examined, confirm 
that, in the short run, no drastic changes in trade 
patterns are to be expected.197 

"'The brief review of the main tropical products (cocoa, coffee, 
bananas, tropical oils and oilseeds) is based mainly on the detailed 
information presented in the GATT report of the meeting of the 
Special Group on Trade in Tropical Products, held from 18 to 
26 March 1963, distributed under the symbol L/1984. 

TABLE III -11 

Imports of selected oilseeds and vegetable oils into the EEC and the United Kingdom, 1934-1938, 1954-1955 
and 1960-1961 

(In thousands of tons) 

EEC United Kingdom 

1934-38 1954-55 1960-61 1934-38 1954-55 1960-61 

Oilseeds (actual weight) 
Soybeans 819 570 1 716 125 78 251 
Groundnuts 1 281 454 685 209 361 149 
Copra ... 464 495 557 108 90 88 
Palm kernels 432 414 389 147 334 235 

Oilseeds (oil equivalent) 
Soybeans ... 132 91 274 20 13 40 
Tropical seedsa • 1048 703 827 227 366 228 

ToTAL. 1180 794 1 101 247 379 268 
Oils 

Soybean oil 33 32 60 15 18 
Tropical oils 178 485 498 138 266 244 

TOTAL. 211 517 558 153 266 262 

Source: GATT L/1984. 
a Groundnuts, copra and palm kernels. 
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Oilseeds 

66. Imports of oilseeds into the Community and 
EFTA averaged $559 and $246 million in 1960..1962 
and accounted for 29 and 20 per cent, respectively, 
of the total outlays on tropical foods and beverages as 
defined in Table III-9. The developing countries 
supplied $338 and $151 million of these totals, the 
AOS and French overseas departments accounted for 
31 per cent of the consignments to EEC and Common
wealth developing countries for 60 per cent of EFTA 
imports. 

67. Between the pre-war period and 1960-1961, 
EEC imports of tropical oilseeds fell by as much as a 
fifth and United Kingdom imports failed to rise (see 
Table III-11). Three factors are mainly responsible for 
this: the high degree of substitution which exists be
tween the major varieties of oiJseeds (soybeans, cotton
seed, groundnuts, copra and palm kernels) and their 
oils, and between these oils and other animal and 
vegetable fats, substitution which has tended to operate 
to the disadvantage of tropical seeds;198 the sluggish 
growth of some of the markets in question; and the 
growing importance of oils, to the detriment of oilseeds, 
in the imports of developed countries and the exports of 
developing countries as the latter expand their pro
cessing industries.199 In contrast to the first two con
siderations, the latter development-EEC and United 
Kingdom imports of tropical oils rose by about 180 per 
cent and by 75 per cent, respectively, in the period 
in question-is, of course, welcomed by the developing 
countries. 

68. In the case of the first consideration, soybeans, 
supplied mainly by the United States, and valued for 
the protein-rich cattle cake which they yield, have 
been widely substituted for imports of tropical oil
seeds; EEC and United Kingdom imports of soy
beans more than doubled between the pre-war period 
and 1960-1961. However, larger domestic supplies of 
animal fats, produced as a by-product of the livestock 
industry, and other non-tropical oils, have also tended 
to displace tropical oils in the western European 
market. Consumption of all types of fats and oils is 
tending to level off as it has reached the saturation 
point in nearly all the industrialized countries of 
western Europe. In addition, the production of soap 
has tended to decline in the face of competition from 
synthetic detergents and, since the mid-fifties, butter 
consumption has risen at the expense of margarine. 
It has been estimated by the GATT 200 that a 

m There exist some 40 different kinds of vegetable oil seeds and oils 
that are produced for eommercial purposes. Exports of tropical 
seeds and oils aceounted for 40 per cent of total world trade in 
oilseeds, fats and oils (defined as SITC section 4 and division 22), 
other edible seeds oils (cottonseed, soybean, olive, sunflower) account
ed for a further 24 per cent, linseed, castor seed and oils and tungoil 
for another 9 per cent, tallow for 15 per cent and marine oils for 
the remainder. 

"' After a marked expansion of oil crushing facilities in the 
associated countries during and after the war, there was little further 
expansion of capacity after the mid-1950s so that, as can be seen in 
Table lll·ll, tropical oilseeds then reeovered some lost ground. 

••• See: GATT, Special Group on Trade in Tropical Products, 
op. cit. p. 108. 
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continuation of these trends implies for the present 
decade only a very modest growth-of about 1 per 
cent per annum-in western Europe's tropical oil and 
oilseed requirements. 

69. It is against this background that the com
mercial policy of the Six, with respect to oilseeds, 
must be viewed. A zero common external tariff for 
oilseeds represents a small gain for developing coun
tries implying the abolition of a 7 per cent duty on 
copra and palm kernels in France and the removal of a 
3.6 per cent tariff on Italian imports of groundnuts. 
Of far greater significance would be the eventual 
removal of the high Italian processing tax on the 
extraction of oils from imported tropical seeds 201 since 
the per caput consumption of margarine in Italy 
will no longer be checked by the relatively high retail 
prices which resulted from the tax. 202 The removal of 
French tariffs and quantitative restrictions will produce 
a fall in the price of groundnuts which in 1960 and 
1961 had been purchased from associated African 
countries at premiums of about 11 and 30 per cent, 
respectively, above the world market price, and also to 
a corresponding decline in the export earnings of those 
countries. In the other EEC countries there will be 
little change since-apart from certain mixing regula
tions applied in the German margarine industry and 
global quotas which have never been fully utilized
Germany and the Benelux countries did not apply 
tariffs or other restrictive measures to imports of 
oilseeds. 

70. With domestic production of oilseeds amount
ing only to 150,000 tons compared to EEC annual 
import requirements of about 2 million tons, the 
Commission's proposals for vegetable and animal fats, 
submitted to the Council in July 1963, therefore aim at 
low prices and free imports of vegetable seeds and oils. 
However, the proposals envisage continued subsidies 
for domestic production of oilseeds (mainly rapeseed), 
and, more important, for a system of levies, threshold 
and intervention prices to safeguard southern Italy's 
olive oil producers. Disposal, at reduced prices, of 
any olive oil surpluses purchased at the intervention 
price and the price support for rapeseed growers, are 
to be financed by the European Agricultural Guidance 
and Guarantee Fund, funds for which, estimated at 
250 million DM ($62.5 million), would be provided by 
an internal tax on the 2.5 million tons of vegetable and 
marine oils and fats, produced or imported by the 
Community for food consumption. The incidence of 
this tax on the retail price of edible oils and margarine 

"' "This processing tax amounts to $96 per ton in the case of oil
seeds and crude groundnut oil, $104 in the case of refined groundnut 
oil and $400 per ton in the case of eoconut oil and palm oil. The 
incidence of this specific tax, as an average of the last five years, 
amounts to approximately 33 per cent in tbe case of refined ground
nut oil, 136 per cent for coconut oil and 170 per cent for palm oil." 
GATT report L/1984. 

"'In 1962, retail prices for margarine (expressed in DM per kg) 
showed the following variations as between EEC countries: Nether
lands, 1.60; Belgium-Luxembourg, 2.00 to 3.00; France and Ger
many, 2.50; and Italy, 4.60. Source: Bases de Ia politique commune 
des huiles et des graisses, Communication de Ia Commission au 
Conseil remise le 30 juillet 1963, EEC, Brussels. 
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-estimated at 0.10 DM-is expected to be more than 
offset by the alignment of margarine prices down to 
the lowest present EEC level 203 so that margarine 
consumption in the other EEC countries should be 
stimulated.204 Finally, the proposals also envisage the 
granting of financial aid to oil products " when world 
prices fall below an average basic price to be estab
lished " and also " special measures to guarantee such 
products a certain privileged position in Community 
markets ". 205 

Coffee 

71. During 1960-1962, the countries of the EEC 
imported on an average 646,000 tons of coffee valued 
at $511 million, approximately one-quarter of the 
volume of coffee moving in international trade. 
Corresponding figures for the industrialized member 
countries of EFTA were 255,000 tons, valued at 
$199 million, or nearly 10 per cent of the total trade. 
The AOS supplied 29 per cent of total EEC imports, 
but accounted for no less than 70 per cent of the French 
market, developing Commonwealth suppliers held a 
62 per cent share of the British market which, inciden
tally, is smaller (62,000 tons) than that of Sweden 
(78,000 tons). Differences in tastes, the proportion of 
soluble coffee in total coffee intake and special trade 
links have influenced the geographical patterns of 
trade, but there is little doubt that the main reasons 
for the preponderance of sheltered suppliers in the 
total imports of these two countries were the managed 
marketing arrangements that existed between France 
and its associated territories and the United Kingdom 
quantitative restrictions on dollar imports which 
benefited east African countries. Tariff preferences of 
the order of 18 per cent, granted by France, played only 
a nominal role whilst the United Kingdom preference 
margins, although they were formerly high, are now 
rather low, at 3 to 6 per cent ad valorem. From the 
point of view of the preferred suppliers, sheltered 
access to European coffee markets is more important to 
the AOS, 70 per cent of the total volume of their 
exports being taken by France, than to developing 
Mrican Commonwealth countries which sent only 
about one quarter of their exports to the British market. 

72. The degree of discrimination implied in the new 
Convention of Association is considerably below that 
envisaged in the Treaty of Rome, but nevertheless the 
preferential competitive position of the AOS on the 
EEC market is still substantial. However, for the 
following reasons the substitution of Community-wide 
marketing arrangements for the former policies of the 
individual member countries might conceivably stimu
late the consumption of the Arabicas variety at the 
expense of Robustas, thereby favouring non-associated 
countries: 

"'That is, to the Dutch level; see footnote'" above. 
"'The downward alignment of margarine prices implies a deterio

ration in the butter-margarine price ratio to the detriment of the 
former, conflicting with the EEC dairy policy which envisages the 
sale of surplus butter at reduced prices. 

••• EEC, Press release P-26/63, July 1963. 

(i) The removal of quantitative import restrictions, 
which secured a high share of the French market for 
AOS Robustas exports at higher than world market 
prices should lead to a marked rise in the consumption 
of Arabicas which now accounts for a mere 30 per cent 
of total consumption compared with 60 per cent or 
more in other countries of the Community. Between 
1960 and 1962, the share of Robustas in the French 
markets fell from 72.5 to 69.0 per cent, a fall that was 
matched by a rise in the share of Latin-American 
coffees. Furthermore, total coffee consumption should 
rise as a result of the future admission of preferential 
supplies at the lower world prices.206 

(ii) Due to the specific duty on coffee of 100 DM per 
quintal, the less expensive Robustas variety is not 
favoured by German importers. Moreover, because 
of heavy German fiscal charges, a preferential margin 
of9.6 per cent is unlikely to cause any major shift away 
from the more expensive types of Arabicas preferred 
by the German consumers in favour of supplies from 
AOS countries.207 Only a drastic reduction in fiscal 
charges, or a change-over from a specific to an ad valor
em tariff, could raise the consumption of soluble 
coffees and lead to significant imports of Robustas. 

(iii) The introduction of a duty in the Benelux 
countries, which up to 1962 levied no tariffs on un
roasted coffee, will be mitigated by the fact that, during 
the second stage of the transition period starting 
I January 1962, the Treaty of Rome allows the 
Benelux countries to import coffee free of duty from 
third countries within a quota equal to 85 per cent of 
total imports in 1961. 

(iv) In order to comply with the provisions of the 
International Coffee Agreement, AOS exports of 
coffee to the Common Market cannot be expanded 
unless there is a commensurate reduction of consign
ments to other countries. 

"'According to the GATT paper L/1984, African countries 
associated with France received about S600 per ton for Robustas 
in the French market in 1961, compared with S350 per ton for exports 
to other destinations. However, by October 1963, this differential 
had narrowed to less than the French tariff preference margin of 
18 per cent, as a result of the steep rise in world market prices for 
Robustas and the decrease of the franc zone coffee price. 

"' In 1961 internal taxes alone accounted for 26 per cent of the 
final retail price of German coffee as shown in the table below: 

The formation of coffee prices in EEC countries, 1961 

Percentages 
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C.i.f. price, including losses • 2S 47 2S 60 
Import duties 7 3 3 
Internal taxes 26 20 36 
Roasting costs and publicity. 13 17 IS 20 
Distributors' margins . 29 13 18 20 
Retail price • 100 100 100 100 
Retail price, US dollars . 4.40 1.83 3.SS 1.77 

!: 
~ 
..!:!> 
~ 
S4 

s 
26 
IS 

100 
2.00 

Source : Le m4rchi du cafe, du cacao et des ba11a11es dafiS les pays de Ia CEE, 
EEC, Bruueb 1963. 
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Cocoa 

73. In 1961, 35 per cent (334.5 thousand tons) of 
EEC imports of cocoa beans came from sheltered 
suppliers; as much as 86 per cent of French imports
representing more than 70 per cent of their total 
supplies-came from the AOS. A further 48 per cent 
of EEC requirements were supplied by Ghana and 
Nigeria, countries which although accounting for 90 
per cent of the United Kingdom's imports of cocoa 
beans actually exported more than twice as much to 
the Communhy. The demand for cocoa is less respon
sive than that for coffee to income changes, but more 
so to variations in prices because of the possibilities of 
substitutions, at the factory level, between cocoa and 
other ingredients. This latter consideration is of 
considerable importance, since the quantity of raw 
cocoa used per unit of output of chocolate products 
can be varied in fairly wide limits. Given the low 
production costs in Ghana and Nigeria where, during 
the past fifteen years, major extensions in area under 
cocoa took place, it would seem unlikely that a preferen
tial margin of 5.4 per cent can significantly affect the 
pattern of cocoa trade. Thus, the GATT Special Group 
of Trade in Tropical Products concluded that " the 
more important problem in connexion with the trade in 
cocoa beans was not preferences but the question of 
prices and the expansion of consumption ".2°8 

Bananas 
74. Of all tropical products, trade in bananas has 

shown the largest increase in western Europe since the 
war, imports rising by 125 per cent between 1934-1938 
and 1959-1961. This rise was fairly general; imports into 
Germany nearly quintupled, in Italy and the Scandina
vian countries quadrupled, and in France and the 
Benelux countries more than doubled. The increase 
was slowest-a mere 10 per cent-in the United 
Kingdom, where pre-war banana consumption had 
already reached very high levels. The salient feature of 
western Europe's banana imports has been the rather 
rigid trade pattern; supplies from the sterling area 
(Jamaica, Windward Islands and West Cameroons) 
represent about 90 per cent of total United Kingdom 
imports; overseas departments (Guadeloupe and 
Martinique) and Mrican countries in the franc zone 
(Ivory Coast, East Cameroons) have supplied a steady 
97-98 per cent of French imports; Somalia supplied 
about 90 per cent of Italy's requirements up to 1960 
and about 75 per cent in 1961; the bulk of German 
imports come from Latin America, mainly Ecuador 
and Colombia; and Benelux countries-apart from 
small Belgian imports from the Congo (Leopoldville)
also rely heavily on imports from Latin America. 

75. This situation can be explained only to a very 
limited extent by consumer preferences in France, Italy 
and the United Kingdom for the Cavendish variety of 
banana, produced almost exclusively in sheltered 
markets, as opposed to the Gros-Michel variety 
produced mainly in Latin America, in view of the fact 

••• GATT, L/1984, p. 5. 
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that marketing of bananas is more often than not 
vertically integrated from the production to the 
wholesale stage, leaving little choice to the consumer 
in the importing countries. The main factor governing 
trade flows is therefore the existence of preferential 
arrangements operating between some overseas sup
pliers and European importers. However, preferential 
margins, though substantial, were of less importance 
than the quantitative restrictions imposed by France 
on imports from non-franc zone countries and by the 
United Kingdom on imports from the dollar area. 
Imports of bananas into Italy were controlled by a 
State monopoly, so that the preferential tariff was 
largely meaningless. 209 

76. It comes, therefore, as no surprise if the 
establishment of a common external tariff of 20 per 
cent by the EEC should have given rise to so much 
concern to non-associated countries. Even if allowance 
is made for the substantial duty-free quota-483,000 
tons in 1962 compared with actual imports of 467,000 
tons-which the EEC allow to western Germany,21o 
the 20 per cent common external tariff could be an 
obstacle to imports from third countries into the 
Benelux countries. Whilst this quota will limit the shift 
in the pattern of supplies, there will, nevertheless, be 
an incentive for Germany to take additional quantities 
from sheltered markets. Third countries are also faced 
with the loss of the Benelux markets, although such 
factors as traditional trade links, the resistance to 
changes all along the distribution chain and the need 
to familiarize with different ripening and handling 
methods of other banana varieties, might slow down the 
shift to preferential sources of supply. 

77. Managed marketing and preferential arrange
ments have also resulted in premium prices for bananas 
sold on sheltered markets. In 1961, for instance, c.i.f. 
unit values of bananas imported from preferential 
sources of supply were in the United Kingdom and 
France about 45 per cent higher than average unit 
values of German imports, and in Italy 70 per cent 
higher. The removal of trade barriers and preferential 
arrangements would, therefore, lead to a considerable 
decline of prices and export earnings for preferred 
suppliers and cause considerable hardship to such 
non-competitive producers as Somalia, the Windward 
Islands, Martinique and Guadeloupe, where banana 
exports account for a substantial share of total export 
earnings.211 This situation, as pointed out by the 

"' In 1962, preferential margins were 28 per cent for Somali 
shipments to Italy, 20 per cent for French imports from the franc 
zone and l3 per cent for United Kingdom imports from the Common
wealth preference area, including, temporarily, West cameroons. 

'" The quota due under the special protocol to the Rome Treaty 
amounted to 353,000 tons, the remainder of the quota being granted 
by the Commission on the understanding that German importers 
would purchase a small but growing quantity of bananas, at higher 
prices, from the associated countries. German purchases from the 
latter source were .5368 tons in 1962 and the corresponding figure 
for 1960 was 828 tons. 

"' The loss of export earnings which would have occurred if 
preferred suppliers (East and West Cameroons, Ivory Coast, Somalia, 
Jamaica, Windward Islands, Guadeloupe and Martinique) had been 
obliged to seii their bananas at world market prices, has been 
estimated by the GATT to amount to $35 million. See GATT, 
op. cit., p. 90. 



Area of origin ---. 

Commodity group and 
area of destination 

SlTC 
~ Code Worlda 

EEC 

I. Industrial raw ma-
terials of agricul-
tural origin : 

26 (excl. l. Textile fibres . . . 1 775.7 
266) 
262 of which: Wool 807.6 
263 Cotton . 703.9 
264 Jute .. 75.2 
21 2. Hides and skins 374.0 
23 3. Crude rubber .. 381.1 
29 4. Crude animal and 

veg. materials, n.e.s. 309.2 
--

Total .... 2 840.0 

II. Other industrial 
raw materials : 

24 5. Wood, timber and 
cork ...... 851.3 

271 6. Crude fertilizers 107.1 
27 (excl. 7. Other crude mate-

271) rials . . . ~ . . 364.4 
281-283 8. Metalliferous ores . 870.7 

281 of which : Iron ore. 551.6 

Total .... 1 193.5 

331 III. Crude petroleum . 2 255.5 

TABLE III-12 

Imports of industrial raw materials into EEC and EFTA by main areas of origin, 1960-1962 

(In millions of dollars, c.i.f.) 

DeYeloped countries Developing countries 

French 
Spain, Over-

De- Yugo- As so- seas Developing EFTA .eloped slavia, cia ted depts. 
excl. Other Com- Greece Porfu .. Over- and Commonwealth 

Portu- N. W. Eastern mon- and gal, seas North terri- in in in Latin Other 
Totall> EEC gal Europe Europe USA wealth Total Turkey Cyprus States Africa tories Africa Asia America Africa 

1 109.6 . 225.4 61.2 2.1 39.6 280.3 479.8 657.0 58.7 5.1 47.8 3.0 - 32.0 75.2 0.6 76.3 

691.6 150.3 . 46.0 2.1 5.0 8.3 478.3 112.9 2.0 0.9 - 2.2 - - 3.8 0.5 0.2 
303.2 17.6 '• 4.0 - 24.6 256.9 OJ 398.8 55.6 0.8 44.2 0.9 18.0 7.1 0.1 66.1 

2.6 2.0 0.5 - - 0.1 - 72.3 - - - - - - 63.4 - -
247.5 59.9 39.0 4.0 15.6 31.6 97.3 121.1 7.7 6.1 6.0 8.3 - 13.0 8.7 - 6.6 

120.8 24.7 9.9 - 0.5 66.8 19.1 257.3 - - 14.0 - - 7.0 166.8 - 2.7 

202.8 128.0 ~0.7 1.6 ·19.5 13.2 7.3 96.7 4.6 10.4 5.6 12.6 0.6 1.9 17.9 - 5:2 

1 680.7 437.7 140.8 7.7 75.2 391.9 603.5 1 132.1 71.0 21.6 73.4 23.9 0.6 53.9 268.6 0.6 90.8 

611.9 76.8 230.7 116.2 137.7 30.7 18.0 234.9 0.1 35.4 107.6 3.2 - 43.7 19.1 0.4 0.8 

34.1 7.7 - - 10.0 16.4 - 72.2 0.3 4.6 62.0 - - - -

288.8 113.1 84.3 2.1 15.8 25.8 47.7 72.4 7.2 34.5 3.3 2.7 - 6.1 6.3 0.2 5.2 . 
441.4 119.0 205.8 7.6 21.0 18.3 69.7 419.2 18.9 43.8 42.4 57.3 11.0 18.2 15.6 2.9 36.0 
318.4 105.6 187.4 0.8 0.4 22.0 231.5 4.0 20.7 - 22.3 - 12.0 8.3 - 32.4 

1 376.2 316.6 520.8 125.9 184.5 91.2 135.4 798.7 26.2 114.0 157.9 125.2 11.0 68.0 41.0 3.5 42.0 

91.9 7.4 0.2 - 82.4 2.9 2 163.6 - 0.1 15.4 286.8 - 11.5 5.5 41.2 
- --·~~·------·-···-- --· -------- ·--- ---· 

Other Middle Latin 
Asia East America 

40.9 46.5 270.9 

7.9 2.1 93.3 
1.6 44.0 160.4 
8.9 -

12.5 7.5 44.7 

66.1 - 0.7 
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138.4 61.1 328.2 
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I. Industrial raw ma-

terials of agricul-
tural origin . . . 

26 (excL 1. Textile fibres . . . 893.1 548.7 77.6 31.1 10.0 16.9 111.6 293.3 337.6 17.2 2.4 2.1 0.5 - 38.0 72.6 3.1 
266) 
262 of which : Wool 488.1 385.3 44.7 26.2 9.5 3.0 9.9 292.5 100.9 7.4 1.7 0.3 - 1.0 14.7 2.7 
263 Cotton . 265.4 120.2 9.2 2.0 0.2 7.6 100.5 0.5 143.0 9.9 0.4 2.0 0.1 - 12.8 5.9 0.4 
264 Jute 0 • 47.5 0.1 0.1 - - - - - 46.9 - - - - - - 46.6 -
21 2. Hides and skins 172.2 133.4 20.4 19.8 5.3 30.7 14.7 42.2 35.4 0.2 1.0 - - - 6.2 5.8 0.1 

23 3. Crude rubber 0 • 259.4 58.3 10.3 2.8 0.1 0.2 28.3 16.6 199.8 - - 3.8 - - 14.7 151.3 0.6 

29 4. Crude animal and 
veg. materials, n.e.s. 204.2 131.0 80.9 16.7 3.3 5.2 8.8 15.2 65.6 1.6 3.4 0.5 9.3 - 4.0 15.1 0.1 

-
Total . . . 1 528.9 871.4 189.2 70.4 18.7 53.0 163.4 367.3 638.4 19.0 6.8 6.4 9.8 - 62.9 244.8 3.9 

11. Other industrial 
raw materials . 

24 5. Wood, timber and 
cork .. 0 • 0 663.0 544.5 31.1 124.7 159.6 122.5 15.3 82.3 114.0 0.3 13.1 11.4 0.7 - 38.7 26.0 1.8 

171 6. Crude fertilizers . 48.3 17.8 1.9 - - 7.6 6.0 2.3 30.3 - - 0.2 26.0 - 1.0 -
27 (excl. 7. Other crude ... 

171) materials ... 171.8 134.8 46.7 18.4 1.2 7.9 20.2 30.4 34.1 1.3 7.6 0.5 0.6 - 12.1 6.9 1.3 

281-283 8. Metalliferous ores. 476.3 269.5 17.7 78.0 1.4 16.5 17.9 138.0 205.5 6.3 14.5 1.0 36.1 0.2 33.4 11.2 1.6 
281 of which: Iron ore. 131.2 125.6 10.3 74.6 0.4 4.8 0.4 35.1 105.5 1.0 11.4 - 34.9 - 7.8 0.5 -

Total ... 1 359.4 966.6 98.4 231.1 162.1 154.5 59.4 253.0 383.9 7.9 35.2 13.1 63.4 0.2 84.2 45.1 4.7 

331 Ill. Crude petroleum . 1 073.4 22.5 16.8 - - 3.1 2.6 - 1050.9 - 2.7 - 4.8 - 32.1 6.8 12.3 

TOTAL I to III 3 961.7 1 860.5 304.4 301.5 180.9 210.6 225.4 620.3 2073.2 26.9 44.7 19.5 78.0 0.2 179.2 296.7 20.9 

Sources: UN Statistical Office, Commodity Trade Statistics. OBCD Statistical Bulletins, Foreign Trade; CEB Office Statistique, Stat/stlques da commerce exterieur; and national statistics. 
a Iocludioa bunkers and imports from unspecified areas. 

b Iocludlni Japan not listed separately. 
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GATT, removes any possibility of an immediate 
elimination of preferences, and only their gradual 
reductions accompanied by measures destined to cut 
production costs and reduce handling, transport and 
marketing costs (the latter account for about three
quarters to four-fifths of the f.o.b. export price) 
would seem to offer an equitable solution for the 
trade of associated and non-associated countries. 

(vi) Industrial raw materials 

78. In their crude form, industrial raw materials 
move freely into nearly all industrialized countries of 
\\festern Europe. In most cases, the pre-existing 
pational tariffs on these commodities of EEC coun
tries were already nil, the main exceptions being 
!relatively low tariffs on hides and skins in France, 
/and on cotton, jute and some other vegetable fibres in 
1 Italy; with a very few minor exceptions, 212 the common 

I external tariff of the Six will be zero for the raw mater-

/
. ials listed in Table JII-12. Zero tariffs on raw materials 
. imply, in principle, equal treatment for associated and 

;' non-associated countries and should result in com-
modity flows governed primarily by market forces. 

79. One major exception to this rule is petroleum, 
which is by far the biggest foreign exchange earner, 
accounting by itself for one-quarter of developing 
countries' total exports to the Common Market. 
Patterns of trade in this commodity are, to a large 
extent, shaped by the decisions of the vertically 
integrated companies or State monopolies that control 
the extraction, refining and distribution of a large 
proportion of the petroleum moving in international 
trade. Present and prospective consumption and trade 
patterns are also affected by internal taxes on the 
petroleum products that compete directly with coal 
and also by the over-all energy policies pursued in the 
importing countries. While the common energy policy 
of the Six has not yet been adopted, the EEC inter
executive working party on energy has submitted a 
certain number of proposals for the co-ordination of 
national policies. These proposals envisage, inter alia: 

(i) the free movement of petroleum and petroleum 
products within the Community; 

(ii) the free entry of crude petroleum from third 
countries, other than eastern European supplies 
which are to be subjected to Community-wide 
quotas; 

(iii) a common external tariff on petroleum 
products; 

(iv) the harmonization of internal taxes on fuel 
oils and motor spirits; and 

(v) a Community-wide system of direct or indirect 
subsidies for domestic coal production. 
80. One of the main obstacles impeding a free 

movement of crude petroleum and petroleum products 
within the Community are the French import regula
tions, to which article 37 of the Rome Treaty (relating 

"' One exception is the prohibition of sulphur imports into Italy, 
which was extended by the Commission up to December 1963. 

--------------------------------
to the conditions of supply and marketing of goods 
under State monopolies of a commercial character) 
was found to be applicable. In accordance with the 
Commission's first recommendation of April 1962, 
the French authorities have raised the quotas for 
imports from member countries from the initial level 
of 670,000 tons in 1959 to 1,400,000 tons in 1962, a 
figure which accounts for nearly 5 per cent of domestic 
consumption. Future trade patterns in petroleum 
derivatives are also intimately linked with the form of 
the association of the Netherlands Antilles which, 
with certain reservations, will enjoy the benefits of 
the abolition of tariffs on intra-trade. 

81. In the case of apparel fibres, the second most 
important group of industrial raw materials imported 
from developing regions, trade should in principle 
remain unaffected by the integration process unless 
the creation of a unified market accentuates the com
petition from man-made fibres. 213 The suspension of 
the Italian duty on raw cotton in April 1963 removed 
the last of the restraints on trade in raw fibres; and the 
absence of import duties precludes preferential treat
ment for Greek and Turkish cotton or that from the 
associated countries in Africa, in the markets of the 
Community. However, the latter countries have well
established trade connexions with France and Belgium. 
In African associated countries, moreover, subsidies 
used to be paid into stabilization funds by the " Fonds 
de soutien des textiles d'outre-mer" whenever f.o.b. 
cotton prices fell below certain reference prices. This 
assistance, financed in recent years out of French 
budgetary contributions, has been made available 
regardless of the destination of cotton exports from 
the countries concerned. Under the new Convention of 
Association, such aid will in future be provided by the 
Community as a whole and, so far as cotton is con
cerned, will be designed to assist producers and to 
facilitate diversification where necessary (see also 
Annex I, Managed marketing arrangements in the 
franc zone). 

2. THE IMPLICATIONS OF EEC AND EFTA FOR TRADE IN 

SEMI-MANUFACTURES AND MANUFACTURES 

(i) The present structure of developing countries' 
exports of manufactures to developed countries 

82. Before analysing the possible effects of eco
nomic groupings between developed countries on 

"' This qualification also applies to competition between natural 
and synthetic rubber and, indeed, to the development of raw material 
saving techniques in general. The example of the United States and 
the Soviet Union has shown that large economic units tend not 
only to stimulate applied research in synthetic substitutes and 
technological innovation but also provide the economies of scale 
which make the general use of such substitutes and new processes 
economically feasible. A typical demonstration of this trend is 
given in the case of rubber. There, the United Kingdom also followed 
the United States example by increasing the consumption of synthetic 
rubber 26-fold between 1952 and 1962, while decreasing that of 
natural rubber by I 8 per cent. The new groupings are likely to 
provide even more favourable conditions for such a break-through 
than the United Kingdom alone. Moreover, the discoveries mainly 
made in the United States are likely to be generalized more rapidly 
within the EEC and also EFT A than would have otherwise been 
the case. 



TABLE III-13 

World trade in manufactures, a 1961 
(In billions of dollars) 

Exports to 

Develop- Devel· Centrally· Un-
ing oped planned specl· 

Exports from areas areas economies fied 

Developing areas 
Total . . . 6.1 19.7 1.5 0.3 

Base metals . . 0.1 1.2 
Manufactures . 1.2 1.4 0.1 -0.1 
Manufactures as % 

of total . . . 19 .l 6.9 5.2 
Developed areas 

Total . . . 21.6 62.8 3.2 2.2 
Base metals . . 1.8 6.0 0.6 
Manufactures . 14.9 34.2 1.5 1.6 
Manufactures as % 

of total . . . 69.0 54.5 47.9 
Centrally-planned 

economies 
Total . . . 1.7 3.0 10.7 0.2 

Base metals . . 0.1 0.2 1.1 
Manufactures . 1.0 0.8 5.5 0.2 
Manufactures as % 

of total . 60.6 27.1 51.6 
World 

Total. . 29.4 85.5 15.4 2.7 
Base metals 2.0 7.4 1.7 
Manufactures 17 .I 36.4 7.1 1.7 
Manufactures as % 

of total . . . . . 58.2 42.6 46.2 

World 

27.6 
1.4 
2.6 

9.5 

89.8 
8.4 

52.2 

58.1 

15.6 
1.5 
7.5 

47.7 

133.0 
11.2 
62.3 

46.8 

Source: United Nations Monthly Bulletin of Statistics, March 1963 and 
April 1963. 

a SITC Sections 5 to 8 (less divisions 67 and 68, base metals). 
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developing countries' exports of manufacture to these 
markets, it is useful to describe in some detail the 
present scope and character of this trade. That task is 
greatly facilitated by new trade tabulations for 1962 
produced by the United Nations Statistical Office. 
Table III-13 refers, however, to the year 1961. It 
shows that the total value of developing countries' 
exports of manufactures (excluding base metals) was 
$2.6 billion, of which $1.4 billion was sent to developed 
countries and the remaining $1.2 billion constituted 
intra-trade between the developing countries them
selves; these exports to developed countries represent 
about 4 per cent of the latter's total imports of manu
factures. Exports of manufactures to centrally-planned 
economies were small-$77 million. 

83. Table III-14, based on the new tabulations, 
shows imports of manufactures (including base metals) 
into developed regions from developing regions in 
1962. It can be seen that the share of manufactures is 
largest in the case of developing countries' exports to 
the group Australia, New Zealand and South Africa, 
followed by North America and, in the third place, 
EFT A; for all three groups, these shares mainly reflect 
significant imports of textiles and clothing from India 
and Hong Kong. 214 On the other hand, manufactures 
account for extremely small shares of Japanese and 
EEC imports from developing countries. Viewed from 
the side of the developing countries themselves, 
members of the Commonwealth have the highest 
share-almost 17 per cent-of manufactures in their 
exports to developed countries and Latin America 

"' In the case of South Africa, the Federation of Rhodesia and 
Nyasaland was also an important supplier. 

TABLE III-14 

Exports of manufacturesa from developing to developed regions, 1962 

(Values in millions of dollars and percentage shares of total exports) 

Australia, Western Europe 

Exports to New Zealand of which: All 

~ --->- and North United developed 
Exports from South Africa America Japan Total EEC France EFTA Kingdom Rest countries 

Latin America 
Value . 0.8 132.8 18.8 60.9 34.2 6.6 25.2 18.3 1.5 213.3 
Share 3.4 3.6 4.0 1.7 1.6 2.2 1.9 2.2 3.8 2.8 

Developing Commonwealth 
Value . 68.4 371.1 15.3 486.3 111.5 13.7 370.1 305.5 4.7 941.1 
Share 27.7 27.5 3.0 14.0 9.5 8.0 16.5 15.6 9.4 16.9 

Developing EEC Associates 
Value . 0.8 36.8 0.3 20.4 14.1 8.8 6.2 4.7 0.1 58.3 
Share . 5.8 7.9 1.2 1.5 1.2 1.3 3.7 4.5 3.2 

Other developing areas 
Value . 2.8 160.0 11.7 252.4 139.7 52.2 10M 44.4 12.3 426.9 
Share 1.4 14.0 1.0 4.7 3.8 3.2 6.4 3.9 9.8 5.4 

All developing areas 
Value 72.8 700.7 46.1 820.0 299.5 81.3 501.9 372.9 18.6 1 639.6 
Share 14.9 10.6 2.1 6.0 3.7 3.1 9.4 9.2 8.4 7.1 

Africa 
Value 0.7 32.2 3.3 144.9 80.6 55.1 63.0 29.5 1.3 181.1 
Share 3.2 6.4 3.3 3.4 2.7 3.5 5.1 3.1 4.2 3.7 

Source: United Nations Statistical Office. a Excluding base metals. 



318 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT ---------------------------
TABLE III-15 

Exports of manufactures<' from selected developing countries to developed regions' market economies, 1962 

(Values in millions of dollars and percentage shares) 

Milliom of dolwrs 
North 

Exporting country America EEC EFTA 

Hong Kong 168 45 172 
India 169 50 liS 
Israel 44 26 21 
Mexico 60 11 4 
Iran 6 36 19 
Philippines 52 I 
Pakistan . 14 6 18 
China (Taiwan) 31 3 2 
Argentina 14 8 5 
Brazil 13 7 6 
All others 130 107 140 

TOTAL 701 300 502 

Source: United Nations Statistical Office. a Excludins base metals. 

and the AOS have the lowest shares, of the order of 3 
per cent. 

84. From the United Nations tabulations, the 
commodity structure of individual developing coun
tries' exports to developed regions can be computed 
and, in Table III-15, data are presented for the ten 
most important exporters of manufactures to devel
oped countries; these countries account for three
quarters of the trade in question and Hong Kong and 
India together for almost one-half. Hong Kong is, in 
fact, a very exceptional "developing" country, nine
tenths of its exports consisting of manufactures. Also 
Hong Kong and Israel are the only developing 
countries exporting manufactures based largely on 
imported raw materials, manufactured exports from 
the others being derived from domestic raw materials. 

85. In many cases the commodities classified as 
manufactures in these tables are closer to being raw 
materials than finished products. For example, 
the chemicals exported by Latin America consist 
mainly of vegetable tanning extracts and vegetable 
extracts for medical purposes (for cough mixtures, 
for example): Guinea and Jamaica export alumina, 
and Venezuela and the Netherlands Antilles certain 
by-products of petroleum refining.215 Developing 
countries also export certain items classified as 
" Machinery and transport equipment " (SITC sec
tion 7), but in most cases these shipments refer 
either to second-hand ships, aeroplane engines sent 
for overhaul, or construction equipment returned 

m So that with a broad definition of " manufactures ", their 
share in total exports from Guinea to developed countries is 85 per 
cent. 

Share of country 
in I otal expor Is 

Share of manu· of moll#factures 
factures In total from developing 

exports to developed to developed 
all developed countries countries 

areas (per cent) (per cent) 

414 91 25.2 
375 37 22.9 
105 51 6.5 

78 9 4.8 
62 8 3.8 
54 9 3.3 
47 18 2.9 
40 28 2.4 
29 3 1.8 
27 2 1.6 

409 2 24.9 

1 640 7 100.0 

after being used in the developing country. The exports 
from Panama and Liberia under this heading con
sisted almost entirely of used ships; Algeria re-exports 
motor cars to France and most oil States export some 
used equipment, etc. It is likely that only a small 
share of the $133 million worth of exports of machinery 
and equipment from developing to developed countries 
in 1962 was actually produced in the developing 
countries. 

86. Therefore, the only genuine manufactured 
exports from developing countries belong to SITC 
sections 6 and 8, " manufactured goods classified 
chiefly by material " and " miscellaneous manufactured 
articles", respectively. Hong Kong alone accounted 
for three-quarters ( $399 million in 1962) of the exports 
in the latter category-mainly clothing, toys and 
various unspecified light industry goods, with the 
Philippines the second largest exporter of such goods. 
In 1962, more than one-half of total exports of manu
factures (excluding base metals) from developing to 
developed countries were classified under SITC 
section 6, the bulk consisting of textiles from India 
and Pakistan, carpets from Iran, and cut diamonds 
from Israel. The United Arab Republic, Mexico, the 
Philippines and Taiwan also exported textiles, Afghan
istan carpets and Taiwan and some African countries 
plywood and veneers. These flows practically exhaust 
total trade in this section. 

87. Table III-15 also indicates the geographical 
distribution of the selected developing countries' 
exports of manufactures. The EEC is the most im
portant market for only one of the ten countries, Iran. 
North America takes most manufactured exports from 
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the Philippines, Taiwan and the Latin American 
countries, whilst the large North American imports 
from India consist of hessian, and from Israel of cut 
diamonds. It is significant that Hong Kong exports as 
much to North America as to EFTA (largely to the 
United Kingdom), whereas EEC takes relatively little 
from that country. 

88. About one-half of the developing countries' 
existing exports of manufactures to developed regions 
is directly affected by the regional groupings; and only 
about one-fifth ($300 million) is affected by EEC. 
About 60 per cent of total imports of manufactures 
from developing countries to EFTA represent imports 
into the United Kingdom from developing Common
wealth countries, which continue to receive preferential 
treatment compared with other third countries. How
ever, fundamental modifications to the Commonwealth 
preferential system, to the disadvantage of the develop
ing member countries, would result, should the United 
Kingdom join EEC (see also Chapter IV). 

(ii) The impact on existing trade 

(a) Base metals 
89. More than nine-tenths of total exports of base 

metals from developing countries, consisting largely 
of non-ferrous metals, are sent to the developed 
countries, EEC taking 44 per cent and EFT A 26 per 
cent of these shipments in 1962. Thus with the value 
of imports into EEC and EFT A from developing 
countries reaching $907 million, base metals are more 
important than all other manufactures taken together 
and since the bulk of these imports consists of un
wrought copper and tin-which are not subject to 
tariffs either in EEC or, with few exceptions, in 
EFTA-they will not be adversely affected by these 
groupings.216 Other base metals are subject to tariffs 
ranging up to about 10 per cent in both EEC and 
EFT A, and some adverse repercussions might there
fore be visualized.217 However, three-quarters of EEC 
imports of these commodities from developing 
countries are supplied by preferred sources, as are 
about 30 per cent of the EFT A imports and, further
more, there is little reason to expect that these tariffs 
will give rise to expanded production in either EEC 
or EFTA. 

90. Thus, it is unlikely that the creation of EEC 
and EFT A will affect their imports of base metals 
from developing countries. On the other hand, the 
existence of EEC and EFT A might well make it more 

ue The United Kingdom levies a duty of 10 per cent on unwrought 
copper alloys and certain copper alloys are subject to small duties 
-up to about 3 per cent-in Austria and Switzerland. Otherwise, 
unwrought copper is subject only to a duty-and that a small one 
of l to 3 per cent-in Portugal. Austria and Portugal also levy 
fairly small duties on imports of unwrought tin. 

"' The EEC dnty on lead is, in fact; a specific one of 1.32 units 
of account per 100 kg-suggesting an ad valorem duty of the order 
of 8 per cent. Hitherto, the Italian market has been isolated and 
tariff quotas given to other member countries. Lead bullion is now 
admitted duty free but, on the other hand, provisions have been 
made both for an early attainment of the common external tariff and 
for the abolition of internal duties in EEC. See the Supplement to 
the EEC Bulletin No. 5, 1963. 
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difficult for developing countries to increase the degree 
of processing to which metals might be subjected prior 
to export; for the figures quoted below seem to 
suggest that, when the protection afforded to a pro
cessing industry is measured by referring tariffs to the 
value added in that industry, then the degree of 
protection may well prove prohibitive. 

Estimated height of protective duty for industries producing 
copper products in the EEC, the United Kingdom and Sweden 

Bars, rods, angles, shapes and wires 
of which: 

Wire .... 
Other •.. 

Plates and sheets 
Tubes ..... 

Source : GATf Secretariat Study. 

(b) Manufactures 

EEC UK Sweden 
(Percentage ad valorem 

of value added) 

77 
30 
35 
27 

77 
30 
65 
53 

23 
9 

13 
8 

91. The impact of EEC and EFTA on their 
member countries' imports of manufactures from 
developing countries depends partly on the status of 
the individual developing countries vis-a-vis the two 
groupings and partly on the degree of preferential 
treatment accorded to trade within each grouping. 
Imports from countries associated with EEC will enter 
that market free of duty and, therefore, will gain a 
competitive advantage over other developing countries. 
However, mainly owing to their supply limitations, 
the total value of manufactures exported by the AOS 
and the AOT to all developed countries was $58 million 
in 1962, of which $14 million went to EEC.218 Conse
quently, it is unlikely that the preferential treatment 
accorded to associated states by EEC will result in 
any significant deflection of trade, to the detriment of 
other developing countries, in the short run; the effect 
may, of course, be more important in the long run, 
depending on the development policies pursued by 
the AOS and on the form and direction of the support 
extended to them by the EEC. 

92. In contrast, the position of the developing 
Commonwealth countries' exports of manufactures 
to the United Kingdom is adversely affected by the 
creation of EFT A, since those developing countries 
will eventually have to compete, on an equal footing 
in the United Kingdom market, not only as hitherto 
with British industries but also with duty-free imports 
from other EFTA members. Whether the creation of 
EFTA will in fact deflect British imports of manufac
tures from developing Commonwealth countries to 
EFTA suppliers depends largely on the commodity 
composition of these imports. It seems unlikely, for 
example, that British imports of textiles and clothing 
from India, Pakistan and Hong Kong will suffer 
unduly as a result of competition from the correspond
ing industries in the other member countries of 
EFTA. 

m The large proportion taken by North America (see Table III-14) 
represents mainly petroleum products from Surinam. 
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TABLB III-16 

Indications of EEC tariff levels on goods from developing areas (excluding AOS) 

(Percentages ad valorem) 

Textiles 

All developing areas 18 

Latin America . 16 
Western Asia 20 
Africa 14 
Southern and South East Asia . 16 
Sterling Caribbean . 

Source: PEP. Atlantic Tariffs and Trade, London, 1962. 

93. In 1962, EEC and EFTA imports of manu
factures from developing countries not accorded 
preferential treatment amounted to $286 million and 
$196 million respectively.219 These are the trade flows 
most directly affected by the creation of the two western 
European groupings. Along with other third countries, 
non-preferential developing countries will find their 
competitive position on the EEC and EFT A markets 
deteriorate relative to member countries, the deteriora
tion varying according to the size of the external 
tariffs. Tariff discrimination is not the only-or even 
most important-obstacle encountered by third coun
tries' exports to the groupings, but since it is the one 
which can be most easily measured an attempt has 
been made to determine the incidence of the EEC and 
EFTA tariff regimes on imports of manufactures from 
non-preferential developing countries.220 To make the 

m The share of preferential suppliers in total imports of manu
factures from developing countries was consequently about 5 per 
cent in the case of EEC and 61 per cent in EFTA-the difference 
reflecting mainly the low degree of development of manufacturing 
capacity in the EEC Associates. 

... A lack of information on the quantitative restrictions applied 
by developed countries frequently makes it difficult to evaluate 
their impact on imports from developing countries. See, for example, 
United Nations Secretariat paper, "Measures for expansion of 
markets of the developed countries for exports of manufactures and 
semi-manufactures from developing countries" (Vol. VII). 

Leather and Machinery 
Chemical clothing Wood, etc. etc. Other 

10 

8 
5 

12 
11 
11 

17 15 

10 11 
17 12 
15 15 
17 15 
21 

15 

15 
14 
13 
16 
12 

18 

16 
18 
16 
19 
16 

necessary calculations manageable, they are based on 
a sample of commodities which cover 7l per cent of 
the relevant EEC imports and 69 per cent of EFTA 
imports. 221 Tariffs corresponding to these goods were 
obtained for the EEC and individual EFTA countries 
by averaging the rates for the Brussels Tariff Nomen
clature items comprising the chosen SITC groups.222 

These average tariffs were then weighted by the 

"'The commodities included in the sample are the following: 
textiles: cotton yarn (651.3), other vegetable textile yarn (651.9), 
grey cotton fabrics (652.1), other cotton fabrics (652.2), jute fabrics 
(653.4), bags and sacks (656.1), textile articles n.e.s. (656.9) and 
knotted carpets (657.5); chemicals: alcohols (512.2), chemical 
elements n.e.s. (513.2), other inorganic bases (513.6), vegetable 
tanning extracts (532.4) medicaments (541.7), essential oils (551.1), 
manufactured fertilizers (561), starches (599.5), wood-based chemical 
products (599.6) and chemical products n.e.s. (599.9); leather and 
clothing: calf leather (611.3), other bovine leather (611.4), leather 
n.e.s. (611.9), travel goods (831), clothing, not knitted (841.1) and 
footwear (851); wood products, etc.: veneer sheets ( 631.1 ), plywood 
(631.2), wood manufactures n.e.s. (632), paper and paperboard (641) 
and furniture (821); machinery etc.: metal manufactures n.e.s. (698), 
non-electrical machinery (722), telecommunications apparatus (724); 
other electrical machinery (729), ships and boats (735.3) and lamps 
(812.4); other products: instruments (861), plastic articles n.e.s. 
(893), toys and games (894.2), other sporting goods (894.4) and 
manufactured articles n.e.s. (899). 

'" The tariff rates were taken from Political and Economic 
Planning, Atlantic Tariffs and Trade, London, 1962. This source 
presented tariffs for the EEC and individual EFT A countries, on 
the BTN basis. 

TABLB III-17 

Indications of average EFTA tariff levels on goods from developing areas (excluding Commonwealth exports 
to the United Kingdom) 

(Percentages ad valorem) 

Leather and 
Textiles Chemicals clothing 

All developing areas 14 5 16 

Latin America . 17 12 12 
Western Asia 16 12 22 
Africa 7 2 17 
Southern and South East Asia . 13 21 15 
Sterling Caribbean . 1 17 
EEC Caribbean 15 

Source : PEP. Atlantic Tariffs and Trade, London, 1962. 

Wood, etc. 

16 

15 
17 
16 
8 

18 

Machinery, 
etc. 

16 

19 
19 
15 
11 
15 

Other 

21 

32 
27 
29 
12 
8 
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relevant EEC and EFTA imports from the developing 
regions concerned. The results are presented in Tables 
III~l6 and III~l7. It should be noted that, in the case 
of the EEC, the incidences which are revealed in Table 
III~I6 reflect the commodity composition, in terms of 
the chosen SITC groups, within the six categories of 
products listed. In the case of EFT A, however, since 
the member countries retain their own external tariff 
regimes, the incidences in Table 111-17 reflect not only 
the commodity composition but also the distribution 
of these imports between the different EFTA markets. 

94. Table Ill-16 suggests that non-associated 
developing countries (as well as all other third coun
tries) will suffer discrimination on the EEC market, 
relative to member countries, to the tune of some 
14 to 15 per cent on the average. The lowest rates 
apply to chemicals, in particular to those supplied by 
Latin America and Western Asia-vegetable tanning 
extracts from Argentina, wood and resin-based 
medicaments and other chemicals from Mexico, and 
essential oils and resinoids from Brazil; also Guinea 
exports quinine and alumina. Imports of these products 
from developing countries are high in relation to intra
EEC trade, though in the case of the vegetable-based 
chemicals, there is competition from synthetic sub
stitutes (which are classified under a different SITC 
heading), so that the combination of low tariffs and 
little intra-trade does not preclude that imports of a 
particular good from developing countries will be 
harmed. 

95. In the textiles group, Western Asia has the 
highest tariff wall to climb. This reflects large exports of 
knotted carpets from Iran (and also Afghanistan) 
which were originally subject to the very high EEC 
tariff of 40 per cent but now to one of 32 per cent in 
conjunction with a specific maximum duty of 4.5 units 
of account per square metre. This duty implies, on 
medium quality carpets, an ad valorem equivalent of 
about 20 per cent and on high quality products, even 
less.223 EEC imports from the developing countries of 
Southern and South-East Asia consist largely of 
textiles, leather and clothing, which tend to bear heavy 
tariffs. The EEC tariff on jute and vegetable textile 
yarn and on sheep and goat leather, supplied by India, 
is about I 0 per cent. However, the duty on woven 
jute fabrics and bags and sacks, goods which are 
supplied in significant quantities to EEC by India and 
Pakistan, is significantly higher, and the tariff on 
clothing and accessories and on other made-up textiles, 
supplied largely by Hong Kong, is higher still: of the 
order of 20 per cent. Moreover, both production and 
EEC intra-trade in the latter items are high. 

96. It would seem that the tariffs imposed by EFT A 
countries on imports of manufactures from developing 
countries are, on the average, not very different from 
the EEC tariffs. Import duties on textiles and chemicals 
are somewhat lower and duties on machinery and 

... Financial Times, 30 May 1963. In compiling Table III-16, an 
ad valorem duty of 20 per cent was assumed for carpets-indicating 
the margin of error to which these figures are subject. 
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unspecified manufactures somewhat higher in EFT A 
than in EEC. There are, however, great differences in 
the incidences as between the various developing 
regions, reflecting the fact that, in EFTA, they are 
affected not only by the commodity pattern of the 
various regions' exports but also by the distribution of 
these exports among the individual EFT A countries. 
As in the case of their exports of manufactures to the 
EEC, South American countries are largely dependent 
on chemical sales in the EFT A market-namely 
alcohols, phenols, miscellaneous chemical elements 
and essential oils and resinoids. However, partly 
because of their fairly high dependence on the British 
market where tariffs on chemicals tend to be on the 
high side, it would seem that chemical exports from 
this source attract somewhat higher duties than in 
EEC. This is particularly true of Brazilian exports to 
the United Kingdom and to a lesser extent of British 
imports from Chile. However, in 1962, a fair propor
tion of this trade was made up of Swedish imports 
from Cuba, subject to duties of less than 10 per cent. 
Trade of the Caribbean countries and of Africa in this 
class of goods is unlikely to suffer to any extent as a 
result of the formation of EFTA, since most of the 
exports in question are of alumina to the Norwegian 
and Swedish markets where there is no tariff; both 
countries also import large quantities from Jamaica 
and British Guiana, whilst Norway also imports from 
Guinea. However, the moderating influence which this 
latter flow implies for African-EFTA trade needs to be 
qualified since the UAR exports substantial quantities 
of cotton yarn, subject to duties ranging up to 10 per 
cent, to Sweden, Denmark, Norway and the United 
Kingdom; moreover, Switzerland imports carpets 
from Algeria and Morocco at a duty of about 10 per 
cent. 

97. Textiles, leather and clothing, which attract 
duties of roughly the same order of magnitude as in 
the EEC, are the most important items in their trade 
with EFTA for both Western and Southern Asia. 
Again, the Western Asian exports are composed of 
carpet exports from Iran, about half of them ($8 
million) in 1962 going to the British and Danish mar~ 
kets where tariffs of about 20 per cent are levied and 
the other half to Switzerland and Sweden to face duties 
of about 10 per cent. Afghanistan (classified in 
Southern Asia) also exports carpets to EFT A countries; 
most are sold in the United Kingdom, but Switzerland 
also takes some. India (together with Pakistan) 
accounts for the rest of Southern Asia's textile exports 
to EFTA-jute fabrics mainly to Denmark and 
Switzerland where the relevant duties are less than 
10 per cent. Finally, out of EFTA's $16 million non
preferential imports of leather and clothing goods, 
about 80 per cent is accounted for by Hong Kong 
clothing exports to Sweden, Norway, Denmark and 
Switzerland; duties on these goods range from about 
10 per cent to over 20 per cent, and tend to be highest 
in Norway and lowest in Switzerland . 

98. Whether a tariff of about 10 per cent, as in the 
case of semi-processed articles such as yarn and 
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TABLE III-18 

EEC imports of textiles from India and of clothing 
from Hong Kong, 1959 and 1962 

(Values in millions of dollars and indices) 

Million dollars 
Index numbers 

1962 

1959 1962 (1959 = 100) 

Textiles 
Intra-EEC trade 563 1 019 181 
India 15 18 120 

Clothing 
Intra-EEC trade 140 299 214 
Hong Kong 11 25 227 

Source: GATT. 

leather, or of about 20 per cent, as in the case of 
clothing, is a sufficient obstacle to divert imports from 
developing countries to higher intra-trade depends on 
a multitude of factors. Furthermore, as a means of 
protection, the tariff related to the value added in 
processing would be more relevant than the crude 
incidences given above since a 10 per cent duty on a 
semi-processed article may, in fact, constitute a higher 
degree of protection than a 20 per cent duty on the 
more processed article. In the case of textiles and 
clothing, a factor of some importance-though one 
which it is difficult to estimate-is the possible ability 
of Asian suppliers to "jump " these tariff walls on 
account of lower production costs. 224 Evidence that 
this is more than a mere possibility is to be found in 
the quantitative restrictions which, in some cases, 
EEC and EFTA member countries still find it necessary 

"'Though it should be pointed out that the ability to "jump" 
tariff walls does not imply a complete absence of adverse effects; 
the receipts of the supplier could be larger if the price of the goods 
did not contain an element of import duty. 

to apply to textiles and clothing imports.225 Moreover, 
Table III-18 suggests that since the formation of the 
Common Market, textile imports from India and 
clothing imports from Hong Kong into the EEC have 
continued to rise. Indeed the latter more than doubled 
between 1959 and 1962, so that compared with intra
EEC trade Hong Kong's share actually rose a little. 
The much slower growth of imports of Indian textiles 
compared with intra-EEC trade may not necessarily 
be due to tariff restrictions within EEC but simply 
reflect the fact that considerations other than tariffs 
and quantitative restrictions may also limit the growth 
of this trade. 

(c) Processed agricultural products 

99. Certain goods, classified in SITC sections 0, 
l and 4, are sufficiently processed to merit attention as 
" manufactured " items. Such products-those ex
amined here are: animal and vegetable oils and fats, 
certain meat, fruit and fish preparations, cocoa 
products and distilled alcoholic beverages-need to 
be analysed separately from other manufactures, 
mainly because most of them are regarded as " agri
cultural " goods in both the Stockholm Convention 
and the Rome Treaty.226 

"'The same result is also achieved in some cases by requesting 
suppliers to limit their exports. 

... These products were chosen in the following manner. A list 
was drawn up from SlTC sections 0, 1 and 4, at the 3 and 4 digit 
levels, of about 50 products which might reasonably be regarded as 
processed agricultural products. From this list, 16 items were selected 
where, in 1962, western European imports from developing countries 
were large, so that these 16 items accounted for 85 per cent of the 
western European trade in the original " population " of 50 products. 
The 16 products were grouped in the following manner: meat 
preparations: meat extracts and juices {SITC 013.3) and prepared 
meats n.e.s. (013.8); fruit and vegetable preparations: fruit or 
vegetable juices (053.5), fruit and nuts n.e.s. preserved (053.9) and 
vegetables n.e.s. prepared (055.9); fish preparations: fish, tinned, 
prepared (032) and oils of fish, whales etc. (411.1); animal and 
vegetable oils and fats: groundnut oil (421.4), olive oil (421.5), 
linseed oil (422.1), palm oil {422.2), coconut oil (422.3), castor oil 
(422.5) and fixed vegetable oil n.e.s. (422.9); cocoa butter and paste 
(072.3); distilled alcoholic beverages (112.4). 

TABLE III-19 

EFTA and EEC imports of certain processed agricultural products from developing areas, 1962 

(Values in millions of dollars) 

EFTA EEC 

"Agricultural" 
products 

" Industrial" 
products 

United Kingdom 
preferred 
supplies Total A OS supplies 

Animal and vegetable oils and fats 67.4 46.1 195.3 73.8 
Meat prepamtions . . . . . . . 56.0 19.3 15.6 1.8 
Fruit and vegetable preparations . 30.3 20.9 40.9 6.7 
Fish preparations and marine oils . 12.6 0.7 38.5 5.8 
Cocoa products . . . . . 11.7 6.6 7.3 4.0 
Distilled alcoholic bevemges . . . . . . 6.3 5.0 11.4 9.5 

TOTAL • • • • • 153.7 30.6 98.6 309.0 101.6 

Source: United Nations Statistical Office. 
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100. In the case of EFTA, this means that the 
trade flows in these categories of goods should remain 
largely undisturbed; and in fact, it can be seen from 
Table lli-19, that more than four-fifths of EFTA 
imports of such goods from developing countries are 
treated as agricultural products-including the most 
important group, oils and fats. 227 Of the other $30 
million or so imports, $6 million are imports of 
alcoholic spirits, most of which enter the British 
market from preferred sources; on this product
mainly rum-there is a high British revenue duty 
which, it is envisaged, will not be very different as 
between preferred and EFT A sources. 

101. Any major EFTA impact on this category of 
goods should therefore be felt on developing countries' 
exports of cocoa butter and paste, and fish preparations. 
In the case of the former, preferred supplies (mainly 
from Ghana) accounting for about 60 per cent of the 
trade in 1962 enter the British market duty free. 
In fact, virtually all EFTA imports of these cocoa 
products are taken by the United Kingdom market 
and sales from non-preferential sources, mainly Brazil, 
are unlikely to be disturbed by the formation of EFT A 
since, on the one hand, the British duties are now very 
low and, on the other, trade between EFTA countries 

.., Certain qualifications are needed to the division of EFfA 
trade into " agricultural" and " industrial " categories as it is pre
sented in Table 111-19. Firstly, exports from developing countries 
to the British market of tinned pork-included in the meat prepa· 
rations group-might be vulnerable as a result of the formation of 
EFf A (see Chapter II). Secondly, not all distilled alcoholic beverages 
are regarded as industrial products, though such spirits as rum, 
which probably constitute the bulk of this trade, are. Thirdly, 
certain olive preparations and preserved nuts which were originally 
in the EFf A agricultural list (and are grouped in the above " fruit 
and vegetable preparations" category) are now treated as "in· 
dustrial " products. 
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seems to be very limited. 228 Developing countries' 
exports of fish preparations and marine oils are more 
evenly spread between the member countries of EFTA 
and preferred supplies to the British market account 
for only a very small proportion of these supplies. 
EFTA's $7.9 million imports of marine oils from 
developing countries are supplied by Peru; they are 
subject to tariffs ranging from 0 to 10 per cent but 
generally to duties at the lower end of this scale. 
Other fish preparations which, in the case of non
preferred supplies, came from Peru, Brazil, Chile and 
Morocco, are in general subject to higher duties. 

102. There are two further reasons why developing 
countries' exports of processed foodstuffs should be 
considered separately from other manufactures. Firstly, 
it can be seen from Tables III-19 and III-20 that, in 
contrast with other manufactures, the existing trade 
of non-associated countries will face stiffer competition 
not only from the member countries of EEC but also 
-or even mainly-from associated countries which 
supply competing products in some quantities. This 
is especially the case with cocoa products (large EEC 
supplies of which come from the Cameroons), distilled 
alcoholic beverages (competitive supplies from Guade
loupe and Martinique) and certain vegetable oils
particularly palm and groundnut oil [supplied in large 
quantities by the Congo (Leopoldville) and Senegal, 

,., With a basic specific tariff of l4s. per cwt. the ad valorem 
equivalent was estimated to be in the range 4 to 7 per cent for cocoa 
products; with the present duty of 2s. 4d. to 3s. per cwt., the ad 
valorem equivalent must, therefore, be very low. (See Political and 
Economic Planning, Atlantic Tariffs and Trade; and HMSO, HM 
Customs and Excise Tariff.) In 1962, intra-EFT A trade in cocoa 
butter and paste amounted to only 4 per cent of imports from 
developing areas. 

TABLE III-20 

Developing countries' exports to EEC of certain processed agricultural products, by source, 1962 

(Values in millions of dollars) 

Latin America . . .. 
Western Asia ...•. 
Under-developed Africa 

of which : Sterling Africa . 
EEC Africa .. 
Portuguese Africa 

Southern and South East Asia 
of which : Sterling Asia 

Sterling Caribbean • • . . . 
EEC Caribbean . . . . . • 
Sterling Pacific . · . . . . . . 
Total under-developed areas less AOS 
Total AOS .....•.• 
Total under-developed areas . • 

Source : United Nations Statistical Office. 

Oils and fats 

50.8 
11.5 

108.7 
(6.8) 

(73.8) 
(0.1) 
23.0 
(6.1) 

1.3 
121.5 
73.8 

195.3 

Meat 
preparations 

13.1 

2.5 
(0.4) 
(1.8) 

13.8 
1.8 

15.6 

Fruit and 
vegetable 

preparations 

1.5 
2.9 

21.0 
(0.6) 
(3.5) 

12.3 
(1.8) 
0.1 
3.2 

34.3 
6.7 

41.0 

Fish 
preparations 

and marine oils 

10.1 
0.7 

26.9 
(0.3) 
(5.8) 
(0.3) 
0.3 

(0.3) 

32.2 
5.8 

38.0 

Cocoa 
products 

3.3 

4.0 

(4.0) 

3.3 
4.0 
7.3 

Dlstiffed 
alcoholic 
beverages 

0.1 

2.0 
(1.8) 

0.2 

1.5 
7.7 

2.0 
9.5 

11.5 
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respectively]. S~!condly, only cocoa products and 
distilled alcoholic beverages, accounting for a mere 
6 per cent of this trade in 1962, are regarded by the 
EEC as "industrial goods". The other products may, 
in principle, be subject to managed marketing arrange
ments, but at present, only two of the groups, animal 
and vegetable oils and meat preparations, are affected 
indirectly by contemplated common agricultural 
policies. 229 

103. The animal and vegetable oils and fats group 
accounts for two-thirds of the exports of processed 
foodstuffs from developing countries to EEC. Olive 
oil apart, production in the Community is not unduly 
large so that EEC policy aims, in principle, to enable 
consumers to buy these products at fairly low prices 
and with few restrictions on imports. Nevertheless, 
the external tariffs on these oils are quite high, being, 
typically, 10 per cent on crude oils and 15 per cent on 
refined, 230 and it should be remembered that in the 
case of products as similar as these, such tariffs may 
have an appreciable effect.231 Therefore, there is a 
possibility that, where competition from AOS supplies 
exists, the trade of other developing countries may be 
endangered.232 Trade deflection of this type seems even 
more likely when account is taken of the fact that, at 
times when world prices are low, AOS producers 
may also be subsidized by the Community.233 

104. Exports of linseed oil from Argentina, castor 
oil from Brazil and coconut oil from Ceylon and the 
Federation of Malaya, which account for about one
third of EEC imports of vegetable oils from non
preferential areas, suffer no direct competition from 
AOS sources and to that extent this trade is unlikely 
to be harmed. In the case of palm oil and groundnut 
oil, AOS supplies dominate imports from non
preferred developing countries, though at the same 
time this trade is of some importance to these other 
countries. In 1962, Argentina supplied about 15 per 
cent of the $50 million of groundnut oil which the 
EEC imported from developing areas; Nigeria and 
India sent much smaller amounts; the bulk of supplies, 
however, were from Senegal. In the case of palm oil, 

... Nevertheless, for all products included in the EEC "agricultural" 
list, tariff reductions and alignments as well as liberalization follow 
rules which are different from those used for the industrial products 
(see Chapter II, section 2). 

••• In this section, EEC tariffs are taken from CEE: Tarif douanier 
des Communautes europeennes, January 1961. 

•u Large possibilities for substitution exist, not only between the 
tropical oils themselves, but also between these products and others. 
For instance, in the manufacture of margarine, cooking oils and 
compound cooking fat, groundnut oil, coconut oil and even palm 
oil may be substituted for each other, but they also compete with 
soybean and cotton-seed oil, and lately on an increasing scale with 
lard and fish oils, In some European countries rape-seed is used in 
the margarine industry. All these oils are thus in indirect competition 
with butter and other animal fats. Groundnut oil is also inter
changeable with olive oil as a table oil. Palm oil of a high free fatty 
oil content has its principal use as a soap-making material, while 
for this purpose coconut oil and palm kernel oil may be substituted 
for each other by reason of their lauric acid oil content. All these 
natural soap-making materials suffer increasing competition from 
synthetic detergents. 

'" For an evaluation of Nigeria's position as an exporter of 
groundnut oil, see Chapter IV, paras. 74 to 77. 

m This subsidy could be paid out of a levy on edible oils and 
margarine imported or processed domestically. See para. 70. 

Nigeria and Indonesia between them supplied almost 
two-fifths of the $48 million EEC net imports; the 
bulk of the AOS supplies, $22 million, came from the 
Congo,234 

105. On account of domestic production in Italy 
and the higher price which it commands on the market, 
special provisions have been applied to olive oil in the 
EEC. Internally, an intervention price is to be adopted 
in conjunction with the accumulation of stock during 
periods when prices are low, coupled with a threshold 
price and levies on imports.235 Spain aside, two major 
outside suppliers among developing countries are 
Tunisia and Turkey. 236 The Italian market for Tunisian 
and Turkish olive oil will continue to depend, pri
marily, on year to year fluctuations in Italian produc
tion rather than on any elements of the new agricul
tural policy. 

106. Meat preparations are the other group of 
products in this category to which certain special 
provisions pertain. However, these provisions-a 
system of import licensing-are probably more 
relevant to future trade developments (see the follow
ing section), and are unlikely to constitute any threat 
to existing levels of trade. Tariffs on tinned meats are 
of the order of 20 per cent and on meat extracts 
somewhat less. Virtually all supplies from non
preferential developing countries come from South 
America, mainly Argentina. As yet these have encoun
tered little competition from AOS countries-there 
are some exports from Madagascar-but intra-EEC 
trade is fairly large. 

107. Both fruit and vegetable and fish preparations 
are more important to developing countries (inclusive 
or exclusive of the AOS) than are meat preparations. 
Tariffs on the former group of products are of the 
order of 20 per cent or more, and for these goods 
stiffer Italian competition, in addition to AOS supplies, 
will have to be faced. Supplies stem from a rather wider 
range of sources than in the case of meat preparations 
and, in contrast to the latter, South America is of only 
minor importance. Almost half of the exports from 
non-preferential areas came from Algeria, Morocco 
and Tunisia.237 For the rest, Asian countries are 
important, with imports from both the Federation of 
Malaya and the Philippines, but China (Taiwan) is 
the most important supplier in this region with exports, 
in 1962, of about $8 million; Israel has also been 
accustomed to export substantial quantities of fruit 
juices to the EEC. 

"'There are also about S8 million worth of marine oil exports 
which are included with "Fish preparations"; see below. Small 
quantities of" other fixed vegetable oils "-not exceeding S5 million 
in total-were sent to the EEC from Argentina, Brazil, Paraguay, 
Ceylon and the Federation of Malaya. 

... The policy of intervention will be financed from these levies. 
In para. 69 attention was drawn to the fact that the removal of the 
high processing tax, levied in Italy on the extraction of oils from 
imported tropical seeds, would improve the competitive position 
of tropical oils on the Italian market. 

,.. The future of Tunisia's position •is-a-•is France is discussed, 
in detail, in Chapter IV, paras. 130 to 134. In 1962, Spain exported 
about S25 million worth of olive oil to the EEC. 

"' See also Chapter IV, section 2. 
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108. In the category" fish preparations and marine 
oils", South American trade is composed largely of 
exports of oils from Peru and Chile. These are subject 
to tariffs of less than 10 per cent and whilst there is 
little competition from AOS countries there exists a 
considerable volume of intra-EEC trade in such 
products. Most of the remainder of the fish prepara
tions category is made up of $17 million worth of 
exports from Morocco.288 In the case of cocoa products 
(cocoa paste and cocoa butter) Brazil, which supplied 
almost a half of the EEC's imports from developing 
countries in 1962, will have to compete, across a 
tariff barrier of the order of 20 to 25 per cent, with 
products from the Cameroons-which supplied the 
other half. Moreover, large quantities of these cocoa 
products are provided by the member countries them
selves. It can be seen from Table III-20 that virtually 
all EEC imports of distilled alcoholic beverages from 
developing countries were, in 1962, sent by preferred 
suppliers, mainly Guadeloupe and Martinique. 

(iii) The longer-term impact 

109. The preceding discussion showed that in many 
cases the tariff discrimination imposed by EEC and 
EFfA is likely to make it difficult for the developing 
countries to maintain, let alone increase, exports of 
certain manufactures to the two groupings. Any such 
tendency should, however, be counteracted to some 
extent by the time-lag required for member countries 
to change their production capacities; and, indeed, 
neither EEC nor EFfA have so far experienced any 
noticeable changes in the geographical distribution of 
their member countries' imports. Nevertheless, it has 
been pointed out that whilst, at present, exports of 
manufactures from developing to developed countries 
are small, a rapid expansion of such exports is essential 
for their economic growth. In this perspective, the 
creation of EEC and EFf A, which almost auto
matically implies lower foreign trade ratios in two 
important industrialized regions, would seem to be 
unfortunate for the developing countries and to 
mitigate the effects of the tariff discrimination against 
outsiders the two groupings should pursue appropriate 
economic policies. 

110. Broadly, the two groupings need to be con
cerned with three issues in connexion with quanti
tative restrictions: the elimination of such restrictions 
as between member countries, the harmonization of 
restrictions applied to the rest of the world and the 
degree of liberality to be adopted in the establishment 
of the latter. To date, EEC and EFf A action in this 
field has been directed mainly at the first of these 
objectives, whilst it is the third one which is of parti
cular significance to third countries.239 However, 

.,. With Tunisia and Algeria adding a further $2.5 million. 
"' Failure to harmonize the commercial policies of EEC member 

countries in accordance with Article Ill of the Rome Treaty might 
lead, in the absence of origin rules, to some trade deflection. How
ever, an absence of complaints from member countries suggests that 
this has not yet occurred on any scale. It should be emphasized that 
member countries of EEC have made little headway towards the 
harmonization of their commercial policies that is required by the 
end of the transitional period. 
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alongside the internal tariff reductions in EEC, 
manufactures and industrial raw materials supplied by 
third countries were to some extent freed from quota 
restrictions though the gains which resulted for 
developing countries were rather circumscribed. First, 
imports of certain manufactures, including especially 
textiles in which developing countries have an impor
tant interest, were not liberalized in this way. Secondly, 
such liberalization was, in certain cases, only granted 
to OECD countries. EFTA, in making provision in 
Article 10 for the gradual abolition of quota restric
tions applied to other member countries, also took 
cognizance of third country interests: " in the case of 
quotas which may be available also to States which 
are not members, the global quotas shall include, in 
addition to the basic quotas increased by not less than 
20 per cent, an amount not less than the total of the 
imports from such States in the calendar year 1959 ". 240 

Despite such provisions, quantitative restrictions 
applied by countries of western Europe still con
stitute a very substantial barrier to higher exports of 
manufactures from developing countries and future 
prospects will hinge, to a very large extent, on the 
policies with respect to these restrictions that are 
adopted in EFT A and EEC. 

II I. Particularly in the case of textiles, whether or 
not developing countries can continue to increase 
exports by raising their share of this market depends 
not so much on the degree of tariff protection in EEC 
and EFTA but on the elimination of the rather 
extensive quantitative restrictions which some member 
countries still apply. It is, therefore, important that 
some western European countries have committed 
themselves to expand their textile quotas within the 
framework of the Long-Term Cotton Textiles Agree
ment, negotiated under the auspices of the GATT. 
Over a period of five years, Denmark, Norway, and 
Sweden have agreed to expand quotas by 15 per cent, 
Austria has undertaken to make a 95 per cent expan
sion and the EEC one of 88 per cent. 241 The latter is 
significant not merely for its size but also because it 
represents one of the first steps in a common com
mercial policy for EEC. In the case of leather and 
clothing imports, EEC and EFf A attitudes to quan
titative restrictions will again be important but high 
tariffs may also prove to be an effective barrier.242 

112. An important respect in which the analysis of 
the impact on existing trade needs to be qualified is 
that it was concerned essentially with items that 
already featured in reasonable quantities in exports 
from developing countries. Yet there seems but little 
doubt that these countries will not only need to 
expand the value of exports of goods in which they 

,.. The Stockholm Convention, Article 10 . 
" 1 GATT, Long-Term Arrangement Regarding Tnternational Trade 

in Cotton Textiles, Geneva, 1963, Article 2 and Annex A. 
'"For a further discussion of the implications of the Long-Term 

Cotton Textiles Agreement and of quantitative restrictions in general 
for developing countries, see the United Nations secretariat paper, 
" Measures for expansion of markets of the developed countries 
for exports of manufactures and semi-manufactures from developing 
countries " (Vol. VII). 
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already trade but, in order to fill the " gap" in their 
future trade balance, they must also enter the markets 
for other products.243 For these goods the adverse 
effects of both EEC and EFT A may well be very 
substantial, since infant industries in developing 
countries will be faced with the prospect of trying to 
compete with established European industries across 
tariff barriers. Should they fail in this, the chance of 
their attaining a scale of operations at which they 
would become economically viable on a permanent 
basis would be accordingly diminished. 

113. During the fifties, some developing countries 
succeeded in entering new markets in the developed 
countries. However, not all the products whkh feature 
in developing countries' machinery exports hold out 
" growth " prospects; the consumption of bicycles and 
sewing machines may actually decline in developed 
countries as incomes rise. In cases such as the latter, 
exporters may not only find themselves faced with a 
contracting market but also with efforts by domestic 
producers to raise tariffs, temporarily or permanently, 
for the protection of senile industries. On the other 
hand, the consumption of such products as toys and 
games, sports goods and plastic articles, in which 
developing countries alrearly have an interest, will 
probably tend to rise fairly rapidly. Whether this 
potential market is translated into actual gains for 
developing countries will depend, of course, on the 
size of the share that they are able to obtain. This, in 
turn, depends on EEC and EFT A tariff levels and 
their commercial policies. 244 

114. In the case of processed agricultural products, 
the long-term prospects would also seem to depend 
more on commercial policies than on tariffs. There 
seems to be a tendency to transfer goods from the 
EFT A agricultural list to the " industrial category " 
and also for more items to be covered by the agricul
tural agreements drawn up under the auspices of the 
Stockholm Convention.245 Both developments might 
eventually threaten trade flows in those goods supplied 
by developing countries which, at the moment, are not 
affected by EFT A provisions. It was noticed in the 
previous section that, in the case of the EEC, special 
agricultural policies with respect to this class of goods 
are limited both in coverage and intensity. Yet, since 
most of these items are regarded as " agricultural ", 
should imports from developing countries eventually 
rise to a point at which they caused difficulties for 
certain domestic sectors, there is always the possibility 
that they may be faced by new restrictions. For 
example, the import licensing, to which imports of 
meat preparation<> are subject, can be used to restrict 
imports into the EEC if a threat arises of disruption 
in this market. In any case, an expansion of developing 
countries exports assumes that quantitative restrictions 

.., Estimates of the likely size of this gap which, in future, manu
factures will have to fill, are given in the United Nations Economic 
Suney of Europe in 1960 (Sales No.: 6l.II.E.l), Chapter V, p. 8. 

"' France and Denmark, for example, impose some restrictions 
on imports of sports equipment. 

.. , See Chapter II, para. 56. 

which individual member countries at the moment 
apply to some of these products will, in the process of 
harmonization, be liberalized for third countries. For 
instance, imports of vegetable oils are restricted, to 
varying degrees, in all member countries of EEC as 
well as in some EFT A countries-Austria, Denmark, 
Finland and Portugal. Beyond that, the eventual 
establishment of these processing industries in develop
ing countries where, at present, such goods are not 
produced or the establishment of entirely new food 
processing industries in all developing countries, may 
reveal that the high duties which, typically, these 
products attract, is a very effective barrier to the 
attainment of an economic scale of production. 

115. In addition to these general considerations, 
the tendency for the world market for animal and 
vegetable oils, the most important group of products 
in this category, to become more competitive regard
less of the formation of EFTA and EEC, will not make 
the task any easier for those developing countries 
which are at present committed to exporting these 
products in quantities. This intensified competition 
has arisen from the larger supplies of animal fats 
which have entered the market with the rise in meat 
production and also with the increase in the produc
tion of soybean oil as a by-product of the use of 
soybean cake as cattle food. The adverse effects of these 
trends have for the most part been felt by tropical oils 
supplied by developing countries.246 On the other 
hand, the consumption of some of the processed 
foodstuffs-in particular fruit and vegetable prepara
tions-which developing countries supply, unlike 
most foodstuffs, responds fairly readily to increases in 
income. However, the consumption of certain other 
products, such as the type of canned meats which 
developing countries provide, may rise but little with 
higher incomes. 

3. THE IMPLICATIONS OF THE CMEA FOR TRADE IN 
VARIOUS COMMODITY GROUPS 

116. An analysis of past trends of the trade between 
the centrally-planned economies (with special reference 
to the CMEA area) and the developing countries, 
followed by an assessment of the prospects for future 
expansion of this trade, appears in a separate paper 
submitted to this Conference. 247 It seems appropriate 
to summarize the major findings of this paper in the 
present study, focusing attention on the implications of 
CMEA for exports from the developing countries of 
specific commodities or groups of commodities and 
thus providing something approaching a parallel to 
the treatment of the western European groupings 
discussed in the preceding section. Of immediate 
relevance to the issues here treated are also: section 4 
of Chapter II of the present study, which discusses the 

"' See also paras. 66 to 70. 
.., "Past trade flows and future prospects for trade between the 

centrally-planned economies and developing countries" in this 
volume, ;,eferred to hereafter as "Past trade flows and future pros· 
pects .•• 
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TABLE III"21 

Imports into the CMEA countries of food, beverages and tobacco (SITC 0-1), 1955 and 1961 

Index numbers 
1955 1961 1955 1961 1961 

Source Million dollars Percentages 1955 = 100 

TOTAL. 1 370 2 090 100.0 100.0 153 

Centrally-planned economies 940 1250 68.6 59.8 133 
CMEA 655 1167 47.8 55.8 178 
Asian planned economies 285 83 20.8 4.0 29 

Developed market economies . 275 310 20.1 14.8 113 

Developing countries 155 530 11.3 25.4 342 
Asia a 43 83 3.1 4.0 193 
Africa11 22 42 1.6 2.0 191 
Latin America 90 405 6.6 19.4 450 

Source: United Nations Monthly Bulletin of Statistics, March 1961 and March 1963. 
a Including Middle East. I> Including South Africa. 

general implications of the CMEA grouping for the 
trade of developing countries, and the paper on " Trade 
problems between countries having different economic 
and social systems" (in this volume) in so far as 
it discusses means for improving the conditions for 
trade between the centrally"planned economies and 
developing countries. 

117. One conclusion arrived at in the paper on 
" Past trade flows and future prospects . . . " is that 
the broad commodity pattern of exports of the develop" 
ing countries has not, until now, varied much between 
the two main importing areas-the developed market 
economies and the centrally-planned economies
both flows consisting overwhelmingly of foodstuffs 
and raw materials, though the range of trade within 
each major commodity category is narrower with the 
planned economies. Moreover, this traditional pattern 
has not shown any marked signs of immediate trans
formation. Consequently, the following summary 
concentrates on the two large groups of commodities 
which form the bulk of CMEA imports from develop
ing countries. 

Foodstuffs 
118. The observed concentration of CMEA imports 

from developing countries on commodities of agri
cultural origin has meant that whereas the share of the 
latter countries in the total imports of eastern Europe 
and the Soviet Union (including intra-trade) was still 
relatively small in 1961-less than 10 per cent-the 
weight of the exports of the developing countries was 
considerably greater for selected groups of commodities 
and for specific items. Thus, in the category " foods, 
beverages and tobacco " (SITC classes 0-1) and in 
" raw materials, other than fuel " (SJTC classes 2 and 
4 ), this share amounted to about 25 per cent of all 
CMEA imports, exceeding in importance those from the 
developed market economies. Moreover, imports 
from the developing countries were the most dynamic 

element in total CMEA imports of such goods between 
1955 and 1961 (see Table III-21).248 

119. The CMEA countries as a group were small 
net importers of foodstuffs, beverages and tobacco 
in 1955 (an import surplus of $310 million on total 
imports of $1,370 million): in 1961, the trade was 
almost precisely balanced. Gross imports of foodstuffs 
from all sources rose by about 50 per cent during the 
six years, but those from developing countries increased 
nearly 3 Y2 times. Imports from Latin America alone 
rose 4Y2 times and this area supplied nearly 20 per 
cent of the CMEA countries' gross imports of foods, 
beverages and tobacco in 1961. The increase was 
largely, though by no means exclusively, the effect of 
the recent purchases of Cuban sugar by the Soviet 
Union. Another way of assessing the dynamics of 
trade with the developing countries is to look at the 
weight of the latter in the increment of gross imports 
of foodstuffs from all sources (including intra-trade) 
during the period under review. This increment 
amounted to $720 million over the six years, and as 
much as 52 per cent of it came from the developing 
countries (mostly from Latin America). 

120. It was further shown in the study on " Past 
trade flows and future prospects ... " that for a few 
selected commodities, eastern Europe already provided 
in 1961 an important market for exports from develop
ing countries. Among foodstuffs this applied above 
all to sugar, for which the CMEA countries' gross 
imports constituted in that year over 20 per cent of 
world exports and absorbed the bulk of Cuban exports 
(net imports of I million tons were equal to just over 
one-quarter of gross imports). CMEA imports of 
coffee, cocoa and citrus fruit in 1961 amounted to 

.. , The rate of expansion of imports of manufactures from the 
developing countries was still faster during the period under review, 
but the absolute value of this trade was too small to have any impact 
on over-all trends: it increased from $15 million in 1955 to $72 million 
in 1961, when it amounted to less than 1 per cent of all imports 
from the developing countries (see below). 
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TABLE III-22 

CMEA countries' net imports or exports (-) of selected 
foodstuffs as percentages of world trade, 1955 and 1961 

(Based on quantities) 

Commodity 1955 1961 

Wheat. 8 12 
Rice 13 4 
Oranges and tangerines 4 4 
Other citrus fruit I2 18 
Bananas. 0.1 0.6 
Sugar 5 
Coffee (not roasted) . I 3 
Cocoa beans . 5 6 
Tea. 2 3 
Oilsceds, cake and meal -2 -5 
Wine I 2 
Tobacco (unmanufactured) . IO 5 

Source : " Past Trade Flows and Future Prospects for Trade between 
Centrally-planned Economies and Developing ,Countries", in this volume, 
Appendix Table IV. 

only a few per cent of world imports, but benefits 
accruing to some exporting countries were dispro
portionately larger; for instance, CMEA imports of 
cocoa beans from Brazil took about 20 per cent of that 
country's exports. 

121. Some indication of the size of the CMEA 
market in relation to world exports of foodstuffs is 
provided by the figures in Table III-22. Year-to-year 
fluctuations in trade are considerable, but nevertheless 
the changes between the two years broadly reflect the 
trend over the period for most commodities. 

122. Net imports of wheat into the CMEA area 
in 1955 amounted to 150,000 tons, and were three 
times as large in 1961, when they represented about 
12 percent of world trade. Gross imports were doubled 
over the same period. The area will certainly be a large 
net importer of wheat in 1963, but this reflects a 
disastrous harvest in the Soviet Union and abnormally 
poor results in some other countries also. Trade in 
rice has been subject to large fluctuations, and net 
imports in 1961 (234,000 tons) were only about one
third of the 1955 volume--clearly reflecting the recent 
decline in trade with mainland China. 

123. The recent acceptance of Cuban sugar by the 
CMEA countries raised gross imports of sugar from 
about 1 million tons in 1955 to more than 4 million 
tons (20-25 per cent of world trade) in 1961. The 
area's exports and re-exports in that year exceeded 
3 million tons, but nevertheless the net import surplus 
rose from a negligible quantity in 1955 to about 
1 million tons in 1961. It is questionable, however, 
whether the area will remain a permanent net importer 
of sugar. Self-sufficiency will certainly be possible if 
desired. 

124. CMEA countries' imports of oranges hardly 
increased between 1955 and 1961, and in the latter 

year were relatively smaU (112,000 tons). However, 
imports of lemons were doubled over the same period, 
and in 1961 represented nearly 20 per cent of world 
exports. Imports of bananas were virtually non
existent in 1955 and amounted to 26,000 tons in 1961, 
or less than 1 per cent of world trade. Among the 
beverages, the market offered for cocoa ( 60,000 tons 
of beans in 1961) has until now been more important 
in relation to world trade than that for coffee (74,000 
tons) or tea {15,000 tons net), but the rate of expansion 
was greatest for coffee. 

125. As a con~equence of expanded Soviet exports, 
the CMEA export surplus of oil seeds, cake and meal 
has increased since 1955. Gross imports of wine rose 
more than twice-the chief suppliers being the Soviet 
Union, Bulgaria and Hungary-and net imports into 
the area reached 412,000 hectolitres or about 2 per 
cent of world trade. Gross CMEA imports of tobacco 
were 15 per cent higher in 1961 than in 1955; but since 
Bulgarian exports more than doubled over the period, 
net imports dropped sharply (to 35,000 tons) and their 
weight in world trade fell from 10 per cent to 5 per cent. 

126. An attempt at a statistical estimate of the 
potential expansion of CMEA trade with developing 
countries is made elsewhere.249 It is sufficient to say 
here that for foodstuffs competing with CMEA 
production, the long-term prospects for net imports 
into the CMEA area seem poor if current policies 
should remain unchanged and current long-term 
production targets be achieved. Not only the CMEA 
as such but every individual member Government is 
today stressing the need to maximize farm output; 
and the possibilities of further technical progress in 
agriculture are immense everywhere within this area. 
On the other hand, for non-competing farm products 
(such as tropical foodstuffs) the potential expansion of 
CMEA markets will depend essentially, first, on the 
share of total resources to be devoted to consumption 
and, secondly, on the pattern of consumption decided 
upon by the national planning authorities. The two 
decisions are not unrelated, but a planned economy 
has more freedom of maneuver in this respect than a 
market economy. How fast the authorities will be 
prepared to increase the share of imported food 
" specialities " in total consumption will depend in 
part on how easily a counterbalancing (direct or 
indirect) export trade can be built up. The potential 
expansion, given favourable conditions, is enormous: 
imports of $3 billion at 1961 prices would be required 
by 1980 to provide per capita consumption at today's 
standards in the rich market economies of tropical 
foodstuffs and beverages alone. 

Raw materials 

127. Between 1955 and 1961, gross imports of raw 
materials (other than fuel, i.e., SITC classes 2 and 4) 
by the CMEA countries rose by about one-third, and 
within this over-all expansion imports from developing 
countries increased 2Y2 times (see Table III-23); the 

"' "Past trade flows and future prospects ••. ", Part 2, in this 
volume. 
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TABLE III-23 

Imports into the CMEA countries of raw materials otber tban fuels (SITC 2 and 4), 1955 and 1961 

Index numbers 
1955 1961 1955 1961 1961 

Source Million dollars P.rcentage distribution 1955 = 100 

TOTAL. 1 880 2 520 100.0 100.0 134 

Centrally-planned economies 1 355 1470 72.1 58.3 108 
CMEA 895 I 155 47.6 45.8 129 
Asian planned economies 460 315 24.5 12.5 68 

Developed market economies . 280 430 14.9 17.1 154 

Developing countries 245 620 13.0 24.6 253 
Asia a 66 289 3.5 ll.5 438 
Africab 100 230 5.3 9.1 230 
Latin America 79 101 4.2 4.0 128 

Source: United Nations Monthly Bulletin of Statistics, March 1961 and March 1963. 
a Including Middle East. b Including South Africa. 

net trade balance changed from an export surplus of 
$1IO million to an import surplus of $200 million. 
Within total imports from developing countries, those 
from the Asian countries rose fastest-to nearly 
4¥2 times the 1955 level against a 28 per cent rise of 
such imports from Latin America. The increment of 
the value of the CMEA countries' gross imports of 
raw materials {other than fuels) between 1955 and 1961 
amounted to $640 million, and as much as 59 per cent 
of it came from developing countries.250 Moreover, 
as is shown in the paper on " Past trade flows and 
future prospects ... ", the increment of the value of 
exports of raw materials from the developing countries 
to the CMEA area was equivalent to the increment of 
the latter countries' total exports of such products. 

128. CMEA imports of natural rubber from 
Malaya, of cotton from Egypt, of jute from Pakistan, 
and of hides from Argentina are among those flows of 
trade which are of particular significance for individual 
developing countries.251 The figures in Table III-24 
show also that the eastern European countries and the 
Soviet Union represent an increasingly important 
market for imports of cotton, rubber, jute and wool. 
In 1961, gross imports of rubber and cotton into these 
countries each exceeded 500,000 tons, and represented 
in each case about 25 per cent of world trade in these 
commodities. However, as Soviet exports of cotton 
were substantial in 1961, net CMEA imports amounted 
to onJy 8 per cent of world trade in that year (about 
270,000 tons); but this was a significant change from 
1955 when CMEA imports roughly balanced exports. 
Imports of jute increased only a little over the six 
years (to nearly 70,000 tons); but, as world trade in 
jute decreased, the weight of the CMEA went up from 
6 per cent to 8 per cent. 

"' If fuels are included, the contribution of developing countries 
declines to about one-third of the total increment. 

'"See "Past trade flows and future prospects ..• ", Table 15. 

129. Gross imports of iron ore into the CMEA 
countries exceeded 20 million tons in 1961 (about 13 
per cent of world trade) but Soviet exports amounted 
to about 16 million tons and net CMEA imports 
represented about 3 per cent of world trade. Net 
imports of copper, on the other hand, had assumed 
important proportions by 1961 (156,000 tons), all 
eastern European countries and the Soviet Union 
showing import surpluses (in 1955, Soviet exports 
were about equal to imports). For other metals and 
metal ores listed in Table III-24 252 (lead, zinc, alu
minium and manganese ore), the import dependence 
of the CMEA area as a whole has declined or export 
surpluses have increased during the last few years. 
The Soviet Union built up a significant export (largely 
re-export) surplus of lead and zinc as well as of 

,.. Imports of metals are not, of course, included in the figures in 
Table III-23 but in Table III-25 below. 

TABLE Ill-24 

CMEA countries' net imports or exports (-) of selected ~raw 
materials as percentages of world trade, 1955 and 1961 -

(Based on quantities) 

Commodity 1955 1961 

Natural rubber . 4 20 
Wool (clean) . 10 10 
Cotton 1 8 
Jute 6 8 
Iron ore. 2 3 
Crude oil -4 
Manganese ore . -4 -8 
Aluminium -2 -3 
Copper 4 6 
Zinc -6 -8 
Lead 4 -1 

r Source: As for Table HI-22. L 
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aluminium; and Polish exports of zinc and Bulgarian 
exports of both zinc and lead have strengthened the 
self-sufficiency of the region. 

130. The future demand for raw materials from 
outside sources of supply will depend on a variety of 
factors, partly because this category of commodities is 
very heterogeneous. The requirements for natural 
cotton, wool and rubber will be largely the outcome 
of decisions taken by the planning authorities on the 
desirability of their substitution by artificial fibres and 
synthetic materials. Domestic supplies of products of 
the extractive industries will mainly depend on the 
availability of natural resources and the relative 
priority given by the planning authorities to their 
exploitation-though here also the possibilities of 
substitution, for instance, of metals by plastics, are 
not without importance. Judging by the tenor of the 
long-term plans already published within the CMEA 
area, the present emphasis seems to be-as in the case 
of foodstuffs mentioned above-on maximum exploita
tion of domestic resources. The recent stress on the 
rapid expansion of chemicals does not augur well for 
the prospects for imports of natural fibres and of 
rubber, for both of which, indeed, current production 
plans imply at least virtual self-sufficiency-and for 
fibres probably a large CMEA export surplus-by 1980. 

131. As against this, the rate of industrial expan
sion of the CMEA area is planned to remain high and 
as the present and planned patterns of production 
and trade in industrial raw materials and semi
processed goods are almost certainly not the economic 
optimum, some adjustments can perhaps be expected 
in the direction of reaping greater benefits from the 
international division of labour should trading con
ditions be favourable. The final decision will depend 
partly on political and strategic considerations, and 
partly on the assessment of the rate at which, and the 
terms on which, a compensating export trade can be 
built up. 

Manufactures 

132. Nearly 60 per cent of gross imports into the 
CMEA countries in 1961 consisted of manufactured 
goods (SITC classes 5-8),253 and the figures below 
show that three-fourths of them came from centrally
planned economies and almost the whole of the 
remaining quarter from developed market economies. 
Considering the trend over the years 1955 to 1961, it 
can be seen that imports of manufactures from the 
developing countries were its most dynamic element; 
they were nearly quintupled, compared with an over-all 
increase to less than 212 times the 1955 level. But the 
value of imports of manufactures from the developing 
countries was still very small in absolute terms in 
1961, having increased from $15 million to $72 miliion 
over the six years (see Table III-25).254 

133. Given the present low level of imports of 
manufactures from the developing countries, it is easy 
enough to envisage a continuation of their rapid 
expansion for a time at least; a doubling of their 
present value would involve no more than an addi
tional $75 million worth of goods. But whether the 
developing countries can count on establishing them
selves as important exporters of manufactured goods 
to CMEA countries is a matter for speculation which 
defies any attempt at quantitative assessment. It is 
clear that the CMEA Governments have the possibility 
of planning to absorb manufactured products from 
developing countries; and their complete control of 
their international trade would allow them to give the 
developing countries a preferred position in relation 
to other potential external suppliers should they wish 
to do so. 

"' This definition includes base metals, some of which have been 
discussed in the preceding paragraphs. 

'" Moreover, it seems that they have consisted largely of base 
metals and chemical raw materials rather than of highly processed 
manufactures. 

TABLB III-25 

Imports into the CMEA countries of manufactured products (SITC 5-8), 1955 an 1961 

1955 1961 

Source Million dollars 

TOTAL. 3 430 8 100 

Centrally-planned economies 2 791 6103 
CMEA 2 580 5 578 
Asian planned economies 211 525 

Developed market economies . 624 1 925 

Developing countries 15 72 
Asia" 3 41 
Africa0 6 27 
Latin America 6 4 

Source: United Nations Monthly Bulletin of Statistics, March 1961 and March 1963. 

a Including Middle East. b Including South Africa. 

1955 

Percentages 

100.0 

81.4 
75.2 

6.2 

18.2 

0.4 
0.1 
0.2 
0.2 

1961 

100.0 

75.3 
68.8 

6.5 

23.8 

0.9 
0.5 
0.3 
0.1 

Index numbers 
1961 

1955 100 

236 

219 
216 
249 

308 

480 
1400 

450 
67 
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The possibilities for facilitating trade expansion 

134. Finally, in the context of the possibilities of 
expansion of trade in general between the CMEA area 
and the developing countries, it should perhaps be 
stressed here that the continuing rapid expansion
and the diversification-of CMEA trade with develop
ing countries might be greatly assisted by two develop
ments. First, if the multilateral payments arrangements 
now being established for intra-CMEA transactions 
could be extended to cover trade between these coun
tries and some or all of the developing countries, the 
expansion of trade between the two groups might be 
facilitated. The developing countries might be readier 
to accept CMEA currencies in payment for their 
exports if those currencies could be spent anywhere 
within the CMEA area: the CMEA countries them
selves might be able to find greater possibilities of 
advantageous trade with developing countries if 
payment for imports could sometimes be made via 
triangular settlement with another CMEA (or a:10ther 
developing) country.255 Secondly, the expansion .of 
such trade might be facilitated if developing countnes 
could be drawn directly into the actual process of 
CMEA plan co-ordination. If the possibility, not only 
of supplies from such countries to the CMEA area but 
also of their imports from the CMEA area as a whole, 
could be taken into account at such a stage, more 
economic division of labour might prove possible. 
Any effective arrangements of this kind would depend 
both upon willingness on the part of the CMEA 
members to enter into them, and also probably upon 
the Governments of the developing countries con
cerned being in a position to give fairly firm commit
ments, not only on sales to, but also on purchases 
from, the partner area over a period of five years or so. 

135. The formal possibility of such co-operation 
with non-member countries of the CMEA is already 
recognized in the provision for parti~ipation . by 
" observers " in the work of CMEA bodies. It might 
be carried further-to include, for example, CMEA 
investment in projects in the developing countries 
intended to expand output of products that the 
CMEA countries would plan to import. Again, such 
arrangements would represent only an extension to a 
wider area of current practice among the CMEA 
countries themselves. 

136. It is perhaps worth while also to stress that 
the chances of realizing the rapid expansion of tr~de 
between the CMEA countries and the developmg 
countries which seems, in principle, to be feasible by 
1980 will depend to a considerable extent on a start 
being made soon. Capacities esta?lished eith~r in the 
CMEA area or in the developmg countnes as a 
consequence of current policies are unlikely to be 
easily abandoned should conditions change later; 

... According to the Director-General of the Polis~ Ministry of 
Finance (Polish Facts and Figures, 16 November 1963), 1t has already 
been agreed that "With the consent of Member States~ the Inter
national Co-operation Bank can also exten~ settle~ent m tr~nsfer
able roubles to exchanges with other countnes, for mstance w1th the 
economically developing countries". 
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conversely, capacities to supply very large additio.nal 
quantities of traditional exports (even of tropical 
foodstuffs) from the developing countries will not be 
available in 1970 or 1980 unless the new trade 
flows begin to develop soon. For both sides to reap 
the maximum potential advantages of a wider inter
national division of labour in the long run will require 
that planning to this end begins with a minimum of 
delay. 

Chapter IV 

THE IMPLICATIONS FOR VARIOUS DEVELOP
ING REGIONS AND COUNTRIES 

INTRODUCTION 

1. The commodity-by-commodity discussion of the 
implications of economic groupings and preferential 
arrangements given in Chapter III does not, in itself, 
permit an assessment of the implications for individual 
developing countries or regions. 

2. Although the short and medium-term outlook 
for individual developing countries is essentially 
determined by the nature of institutional relations, if 
any, with the groupings and by the commodi~y 
composition and geographical breakdown of t~eir 
present export trade, it is also important to take mto 
account four other factors: the existing institutional 
arrangements with individual developed countries; 
existing or potential arrangements with other develop
ing countries; the past trade experience of each country; 
and, in a somewhat longer perspective, the output 
potentiality of each country as far as it can be assessed 
on the basis of factor endowments and development 
plans. 

3. In this chapter, the emphasis is placed on the 
existing exports of developing countries. This implies 
that the discussion will be centred on the EEC for, 
as was shown in the preceding chapter, EFTA affects 
only a small fraction (mainly manufactures and some 
semi-manufactures) of the present exports of develop
ing countries. Moreover, the CMEA as such involves 
no institutional discrimination so that the rate of 
expan&ion of imports from developing countries will 
continue to depend to a large extent on concrete 
decisions about such matters as plan co-ordination 
and the strengthening of existing, and the establishment 
of new trade relations between individual CMEA 
and developing countries. On the other hand, integra
tion among the Six and their association with a large 
number of developing countries may affect a wide 
variety of products at present exported by developing 
countries in sizeable quantities. 

4. These differences in the more immediate 
prospects were reflected in l!umerous . di~cussions in 
the three regional Economic CommisSIOns of the 
developing countries and their trade committees, 
where concern was expressed about the possible 
consequences of the general trend towards the creat~on 
of economic groupings between developed countries, 
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but the more specific issues generally concerned the 
EEC or the prospect of the United Kingdom joining 
the EEC. 

5. In order to facilitate the analysis, a geographical 
breakdown was adopted that follows, by and large, the 
territorial competence of the three regional United 
Nations Economic Commissions. This breakdown is 
justified to some extent by the similarity of the com~ 
modity composition and geographical pattern of the 
exports of the countries forming each region. More 
important is the fact that common historical, geo
graphical, political and social features can be best 
taken into account in a regional framework. 

6. The emerging pattern of trade in Africa as a 
whole and the establishment of economic groupings 
among African countries are likely to be strongly 
influenced by the future of the association of eighteen 
countries of the region with the EEC. This issue has 
constituted a serious obstacle to the achievement of a 
common African reaction to the economic groupings, 
even though the commodity patterns of exports from 
the various tropical African countries are rather 
similar. On the other hand, as newcomers to the 
markets for several metals and tropical products and 
since they benefit from various preferential arrange
ments, African exporters have increased their share 
of the world market by a significant amount in the 
last twenty-five years and, more recently, were able to 
capture an important share of the increase in demand 
in the EEC countries, irrespective of whether or not 
they were associated with the Community. 

7. By contrast, Latin America is an old-established 
supplier of temperate zone and tropical agricultural 
products and minerals to western Europe, and wishes 
to retain this trade in order to avoid an undue depen
dence on the North American market. The differences 
in the commodity composition and the geographical 
pattern of their exports are considerable between 
the various countries, but their frustrating experience 
as exporters of primary products that are discriminated 
against by preferential arrangements and the fact that 
they are now in danger of losing the important west 
German market form a common background to the 
efforts of ECLA. This tends to build up a united Latin 
American stand vis-a-vis the economic groupings and 
to promote economic integration within the region itself. 

8. The ECAFE perhaps covers the region which in 
all respects is most heterogeneous, precluding any 
generalization that is valid for all member countries. 
Nevertheless, the immediate impact of the EEC is 
generally expected to be rather limited in the case of 
most countries of the areas on account of the com
modity composition and geographical pattern of their 
exports. The situation would, however, change in the 
event that the United Kingdom should join the EEC. 
This possibility has been of considerable concern to all 
Commonwealth countries of the regions that under 
favourable conditions have immediate prospects for 
expanding their exports of manufactures to western 
Europe. 

9. A separate section is devoted to the Mediter
ranean region which, as defined for the purposes of 
this chapter, includes a number of European and 
middle Eastern countries situated on the borderline 
between the developed and the developing world. 
The separate treatment of this region is justified partly 
by the commodity composition of the exports of the 
countries concerned and partly by the considerable 
significance which the EEC market has for them. An 
additional and very important reason is the special 
significance of the issue of accommodation for this 
region, a region which includes two countries already 
associated with the EEC under special agreements and 
a number of other countries that have already bilateral 
institutional links with individual EEC countries 
and/or seek some kind of agreement with the EEC as 
such. 

10. Table IV-1 indicates the order of magnitude of 
total exports of the three economic groupings and of 
the United States to the developing member countries 
of the three regional Commissions and the exports of 
the latter to the former. 256 The first and most striking 
feature of these trade flows is the asymmetry between 
their relative importance in the total exports of 
developed and developing countries. This asymmetry 
is, of course, the unavoidable consequence of the 
much larger absolute level of total exports of the 
economic groupings combined with the considerable 
importance of their intra-trade and their trade with 
each other, compared with the low levels of intra
trade in each of the three developing regions and of the 
trade between them. 

11. Not surprisingly, there are also considerable 
differences in the relative importance of each develop
ing region as a trading partner of each economic 
grouping and in that of each economic grouping and 
the United States as export markets for each of the 
regions. The first set of percentages are significant 
because they at least suggest, in broad terms, the 
trade dependency on each of the groupings, whereas 
the second give an idea of the importance of the 
export markets which may be threatened, at least to 
some extent, if the groupings' traditional partners 
retaliate. 

12. It can be seen from Table IV-l that EEC and 
EFT A are the most important markets for the develop
ing countries in Africa and that exports to EEC are 
almost 2 Yz times as high as those to EFT A. The 
EEC is in first position among the groupings as an 
export market for Latin America (although its share 
is less than half of that of the United States), whereas 
EFTA's share of Asia's exports is significantly higher 
than EEC's and somewhat less than that of the United 
States. Finally, the share of the CMEA countries in the 

-:"~--~~ 

"' A lack of resources did not permit the derivation of a consistent 
set of figures indicating separately the exports to and from the 
Mediterranean region as defined below, but the exclusion of the 
Mediterranean countries from Africa would reduce the totals for 
Africa by at least one-third. Similarly, it was not possible to separate 
associated and non-associated countries in Africa. The table also 
excludes Middle Eastern countries in Asia. 
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TABLE IV-1 

Exports of developing regions, EEC, EFTA, CMEA and United States, 1960-1962 

(In percentages and in millions of dollars) 

A = Share in the total exports of the developing region. 
B = Share of developing region in total exports. 

EEC EFTA CMEA USA 

Latin America . . . . . 
Africa (excl. South Africa) 
Asia (excl. Japan) . . . . 

A 

. 18.8 
,J 46.7 

10.6 

B A 

5.1 11.4 
8.4 J2o.8 
3.5 14.0 

--
B 

4.6 
6.3 
7.1 

A 

5.0 
5.4 
4.8 

B 

3.3 
2.3 
2.6 

A 

38.7 
10.0 
15.7 

B 

15.9 
2.9 
9.3 

Total exports 

I million 

8 826 
5 281 
7643 

TOTAL exports (millions of dollars) 32080 19108 14255 20 831 

Sources: United Nations Monthly JJulletlll of Statistics, June 1962; United Nations Statistical Papers Series T-Direction of International Trade. 

exports of developing countries is approximately the 
same for all three regions, though it has been increasing 
rapidly in the last few years in the case of Latin 
America and Asia, and decreasing in the case of Africa. 

13. Africa is the most important developing 
export market for EEC but Latin America accounts 
for a share of exports that corresponds to about three
fifths of the exports to Mrica (almost equal to the share 
of tropical Africa alone). By contrast, Asia is the most 
important export market for EFT A and Latin 
America the least, though the latter region ranks first 
in the exports of CMEA and the United States. A 
comparison with the United States has a certain interest 
since, in effect, it is itself a large integrated market the 
internal trade of which is of course not recorded, in 
contrast to the other groupings in the table. This 
largely explains why United States exports to the three 
developing regions together are as much as 28 per cent 
of all exports as against the 17, 18 and 8 per cent for 
EEC and EFTA and the CMEA respectively. Neverthe
less, the trade of the United States with the developing 
countries is only slightly higher in absolute terms than 
that of the EEC. 

14. These percentages refer to regional and group
ings' totals which hide country differences that are 
likely to have an important bearing on the trade 
policies of the groupings and their developing partners. 
Thus, Latin American trade with EEC is highly 
concentrated on the western Germany market, which 
explains the interest of the latter country in facilitating 
Latin American exports. Similarly, an important part 
of Africa's trade with EEC, in fact, consists of the 
trade of non-associated countries with western 
Germany and the Netherlands. Asian trade with 
EFTA consists predominantly of the trade of Common
wealth countries with the United Kingdom; this has 
rather special significance for the analysis. Finally, 
a very important and growing proportion of CMEA 
trade with Latin America is accounted for by trade 
between the Soviet Union and Cuba. 

15. A fair number of developing countries, acting 
individually and sometimes coll~Jively, have explored 
the possibilities of some kind of accommodation with 
the EEC that could preserve their present exports and 
assure them, at least, a share in the expected expansion 
of import demand. To evaluate the chances of ac
commodation (which can be visualized only when an 
existing and important flow of trade is threatened), 
it is necessary to examine, on the one hand, the relevant 
ruJes of the GATT and the policies and commitments 
of the EEC. 

16. The present mechanism of the GATT in 
principle allows for only three forms of accommo
dation which are concerned with tariffs. The first is an 
association of third countries based on the principle 
of a free trade area or a customs union. Either of these 
would imply, at least in the long run, the complete 
abolition of tariff barriers between the EEC and the 
third countries, a requirement that wouJd be extremely 
difficult to adhere to if the third country is at a very 
low stage of development. It will be shown that not 
only the Convention of Association with the Eighteen, 
described above, but also the Agreements of Associ
ation with Greece and Turkey are based on a very 
loose interpretation of the GATT ruJes in this respect 
although they still incorporate a customs union or a 
kind of free trade area as the ultimate aim. 

17. A second approach might consist of autono
mous tariff reductions granted by the EEC, possibly in 
the framework of a long-term commercial agreement. 
Since such reductions have to be extended to all 
GATT members, the significance of this method to 
any developing country depends on its share in the 
supplies of the product concerned. If it were not a 
major supplier, the tariff reductions would mainly 
benefit other countries, some of which might be highly 
developed and if a developed country were to reap 
substantial benefits, the EEC would be highly reluctant 
to abandon, unilaterally, such a bargaining position 
in the GATT negotiations. 
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18. A third possibility would be the incorporation 
in the multilateral GATT tariff reductions of products 
of major interest to developing countries as a group. 
Such a procedure would be of definite interest in cases 
where the developing countries together constitute the 
major EEC supplier and thus do not enter into direct 
competition with developed countries. The limited 
ability of developing countries to grant a degree of 
reciprocity could restrict the scope of this approach if 
such reciprocity were requested. 

19. The three possibilities are further limited by 
existing EEC commitments. The Convention of 
Association with the Eighteen includes rules 
(Article 12) requiring mutual consultations between 
the contracting parties when the Common External 
Tariff is changed, when tariff quotas are granted or for 
the reduction or suppression of quantitative re
strictions. These consultations obviously do not mean 
that the Eighteen can veto any measures adopted 
by the Six in the framework of negotiations with 
third countries but it institutionalizes the defence 
of the acquired rights of the Eighteen. These rights 
are likely to be particularly well protected when 
they are supported by one or more members of the 
EEC.207 

20. The rules of the Treaty of Association with 
Greece are much more strict.258 Protocol 10 provides 
for the approval by the Council of Association of any 
change in the CET of more than 20 per cent in the case 
of several Greek export products equivalent to a right 
of veto for Greece. Moreover, the scope for granting 
tariff quotas for these products is also strictly limited 
by this Protocol. Finally, the approval of the Council 
of Association is also necessary for the establishment 
or the modification of the common agricultural policy 
with regard to tobacco during the first two phases of 
the transitional period. 

21. A last, but certainly most important, practical 
limitation of the possibility of accommodation with 
third countries is related to the existence of competing 
products within the EEC itself. Such competition is 
typically in the case of a wide range of temperate-zone 
agricultural products but, in addition, there are a 
number of other products where there exists either 
indirect competition from substitutes (e.g., between 
butter and tropical oil seeds, temperate zone fresh 
fruit and tropical fresh fruit, etc.), or where there is a 
low and generally marginal, output in the Community 
(e.g., lead, zinc and sulphur in Italy). No accommo
dation for the first category could be realistic or long
lasting unless it took into account the possibilities of 
substitution, whereas special arrangements for the 
second category might become necessary to guard the 
interests of marginal production within the Com
munity. 

"' It is worth recalling that any change in the CET requires a 
unanimous vote of the Council. This introduces a considerable 
resistance both to reductions and increases in the tariff. 

"'No special commitments were made by the EEC in the Treaty 
of Association with Turkey. 

22. It seems likely that given the present delicate 
balance of interests and political forces within the 
Community, concessions to third countries to the 
detriment of present associates or competing domestic 
producers would, in general, require financial com
pensation from the Community. This was fore
shadowed during the negotiations for the second 
Convention of Association when the reduction of the 
CET on some important items was accompanied by 
increased financial aid. 

23. The unsatisfactory nature of any short-term 
accommodation based on the principle of association, 
as a solution for the problems of developing countries 
as a group, will be discussed in Chapter V, para. 15. 
That chapter also examines alternative approaches 
designed to bring about structural changes that could 
establish a more satisfactory pattern of world trade 
and production (Chapter V, para. 16). 

1. AFRICA 

24. In this section, the term " Africa '' includes 
the African continent and the coastal islands, that is, 
the area defined in the terms of reference of the 
United Nations Economic Commission for Africa. 
However, for practical reasons, the exports of the 
North African countries [i.e., Morocco, Algeria, 
Tunisia, Libya and the United Arab Republic (Egypt)] 
will be discussed in the following section together with 
those of the other countries of Southern Europe and 
the Middle East that produce approximately the same 
range of commodities; Africa other than North Africa 
will be referred to as" Africa south of the Sahara", or 
" Tropical Africa " if the Republic of South Africa is 
also excluded. 

(i) Preferential arrangements in Africa 

25. Since most colonial systems incorporated some 
preferential arrangements, the majority of African 
countries and territories have been active or passive 
participants in such arrangements.209 However, a 
number of countries and territories were not in a 
position to grant tariff preferences to metropolitan 
countries and to other members of preferential systems, 
on account of their participation in international 
agreements that provide for a non-discriminatory 
trade policy. This was the position of Morocco, former 
French Equatorial Africa, Nigeria, Ghana, former 
Belgian Congo, Ruanda and Urundi, former British 
East Africa, the Trusteeship Territories of Togo, 
Cameroons and Somalia and, until its incorporation 
into the Central Africa Federation, Nyasaland. More
over, Madagascar had suspended its tariff in 1943. 

26. The situation which obtained towards the end 
of the 1950s can therefore be summarized as follows: 

(a) All franc zone countries and territories received 
preferences (in fact, duty-free entry) in France and in 

... The most important exception was the former Belgian Congo. 
The few countries which were independent before 1957, i.e., Liberia, 
Ethiopia, E_gypt and Sudan,_ n~ither granted nor received preferences, 
although Libya had some !muted arrangements with Italy. 



the franc zone countries applying a preferential tariff. 
The latter included, in Africa, former French West 
Africa, Reunion and Algeria and Tunisia. 260 More
over, a wide system of quota preferences and managed 
marketing systems were operated in all franc zone 
countries. 261 

(b) All Commonwealth countries and territories 
received preferences in the United Kingdom and in 
some other Commonwealth countries but only Gam
bia, Sierra Leone (to a limited extent), British Somali
land, the Federation of Rhodesia and Nyasaland and 
the Union of South Africa reciprocated. Quantitative 
restrictions were not generally used as a preferential 
instrument. 

(c) The Belgian territories enjoyed a few limited 
preferences on the Belgian market but did not recipro
cate. No quantitative restrictions were used. 

(d) Somalia under Italian trusteeship had a sheltered 
market for its bananas in Italy and applied discrimi
natory quantitative restrictions. 

(e) Portuguese territories formed a customs union 
among themselves and had reciprocal tariff preferences 
with metropolitan Portugal. 

(ii) The EEC and independence 

27. After 1957, the position of Africa was affected 
by two important changes-namely, the establishment 
of the EEC (and the Convention of Association) and 
the subsequent accession to independence of most 
former dependent territories. The establishment of 
the EEC, incorporating three of the six countries in 
western Europe that had a foothold in Africa, had 
three main effects. 

28. First, it created a new alignment-with eighteen 
associated countries on one side and all non-associated 
African countries on the other-which was super
imposed ou the pattern previously determined by 
colonial and cultural ties.262 Although the Eighteen 
are far from forming a homogeneous group, they have 
some common interests and de facto tend to negotiate 
as a group with the Six. Secondly, since the arrange
ments with the EEC were, in the long run, incompa
tible with the franc zone system, they were bound to 
bring about a gradual transformation of the latter. 
Thirdly, the successful example of western European 
integration provided a powerful stimulus for economic 
integration among African countries themselves, 
whether associated or not. 

29. The accession to independence of the asso
ciated countries and of most of the non-associated 

... Algeria and Reunion were French departements, forming 
a customs union with France (with a few exceptions to the common 
tariff). Tunisia was in a customs union with France that was replaced 
in 1959 by a preferential tariff and quota agreement. 

"'For a more detailed description, see Annex I; and also United 
Nations Economic Bulletin for Africa, Vol. I, No. I. French Somali 
Coast was not part of the franc zone. 

"' The First Convention was not limited only to dependent 
territories of the Six in Africa; the Second Convention was restricted 
to the eighteen independent countries in Africa (including Mada
gascar). 
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countries in Africa considerably affected the structure 
of the old preferential arrangements and the nature of 
the relationship between the associated countries and 
the EEC. At the same time, this new-found independ
ence enabled the countries to reassess their external 
economic relations. Guinea left the franc zone and 
broke off relations with the EEC, whilst Mali sub
sequently introduced its own currency but remained 
associated with the EEC.263 The merger of former 
British Somaliland with the Italian Trusteeship terri
tory of Somalia resulted in the creation of a unified 
State which subsequently stopped granting preferences 
to the Commonwealth but maintained the special 
arrangements in force with Italy without, however, 
applying a preferential tariff. It also signed the Con
vention of Association with the EEC. The merger of 
S?uth Cameroons, formerly under British Trusteeship, 
wtth the former French Cameroons created a different 
situation, since the former British territory still receives 
preferential treatment for its bananas in the United 
Kingdom (this is to end in October 1963) and does not 
apply to Commonwealth imports the external tariff of 
the Cameroon Federation (see below paras. 59 and 
66). Nevertheless, the whole new Federation of 
Cameroon is associated with the EEC. 

30. Besides such changes in the institutional 
arrangements governing the foreign trade of newly
independent African countries, there have been a 
number of other developments in the field of central 
banking and internal commercial organization, etc., 
but, by and large, practically all African countries con
tinue to grant preferential treatment or benefit from 
such treatment within the franc zone, the EEC or the 
Commonwealth-the only exception is Guinea, which 
is neither in the franc zone nor associated with EEC. 

31. Another consequence of independence was that 
some countries abandoned their legal or de facto non
discriminatory policy in order to grant preferences to 
EEC in anticipation of the Second Convention of 
Association. For example, Madagascar reintroduced 
its discriminatory tariff exempting the Six and other 
associated countries and territories from duties; the 
Equatorial Customs Union and the Cameroons intro
duced a new discriminatory common external tariff 
with duties suspended, pending the new Convention of 
Association, for imports originating in the EEC and in 
the countries members of the OAMCE (Organisation 
africaine et malgache de cooperation economique), 
although the new tariff incorporates tariff quotas for 
certain supplies from traditional suppliers such as the 
United Kingdom. The special position of these North 
African countries that are not associated with the EEC 
but which maintain special relations with France or 
with Italy will be discussed elsewhere in this chapter. 

32. Apart from the changes in the tariffs made by 
some associated countries after gaining independence, 
full sovereignty also implied new institutional links 
between the associated countries and the EEC. The 

"' According to official statements, Mali still considers itself to 
be a member of the franc zone. 



336 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

First Convention of Association was negotiated on 
behalf of these territories by the respective metro
politan countries, an arrangement which continued 
after independence with the tacit approval of all the 
associated countries other than Guinea. However, 
even before the conclusion of the Second Convention 
of Association there were significant changes in the 
nature of the Association such as the establishment of 
their permanent representatives in Brussels which 
enabled the associated countries to negotiate directly 
with the EEC without the former metropolitan power 
acting as intermediaries. At the same time, the pro
tracted negotiations for the Second Convention of 
Association contributed to the establishment of a 
certain solidarity among the associated countries on 
the more essential points. 

33. Finally, in the period following independence 
most, if not all, associated and non-associated countries 
made considerable efforts to widen the scope of their 
external trade by concluding trade agreements with 
countries other than their traditional markets and by 
attempting to establish, at least, the beginnings of 
regional markets within Africa.264 The most significant 
feature of these latter attempts is that they have either 
been made in connexion with the EEC (although the 
OAMCE does not include all associated countries, all 
its members are associated with EEC) or as a reaction 
to EEC by groups of non-associated countries. 
However, there have recently been attempts to form 
groupings that include associated and non-associated 
countries. 

(iii) Consideration of the issues in the framework 
oftheECA 

34. Since the establishment of the United Nations 
Economic Commission for Africa coincided with the 
beginning of the European Economic Community, it 
is hardly surprising that the issue of African association 
with the EEC has been one of the Commission's most 
dominant problems. At the first session, the Corn
mission's secretariat was asked to study the impact 
of EEC on African trade and development and conse
quently a short paper was submitted to the second 
session.265 However, it was felt that the problems 
required a more thorough analysis and that the scope 
of the report was too limited. The secretariat therefore 
prepared a deeper analysis of the problems, the policy 
conclusions of which can be summarized as follows.266 

35. Association with the EEC might be legiti
mately considered by countries that fear the difficulties 
that would result from the disappearance of their 
sheltered markets. Such action might also lead to 
financial assistance and to better access for their semi-

'" For a short summary of regional groupings in Africa, see 
UNECA Foreign Trade Newsletter No. 1, Addis Ababa, 1961. 

••• ECA, document E/CN.I4/29 and Corr.l and Add.I, 1959. 
111 ECA, The Impact of Western European Integration on African 

Trade and Development (document E/CN.I4/72, Corr.l and 2 and 
Add.I) 1960. This study was examined by the ad hoc committee 
convened before the third session of the Commission. 

processed goods to the markets of the Six. However, 
the secretariat emphasized that these countries should 
not dissipate the short-term benefits gained by such a 
move but should use them for reducing their economic 
dependency. This could be achieved mainly by reducing 
their import prices and internal costs, by diversifying 
the geographical pattern and commodity composition 
of their trade and by channelling as much investment 
as possible towards productive purposes. If these aims 
were not followed, association with EEC would 
merely perpetuate the economic dependency of these 
countries. 

36. The attention of these countries was also 
drawn to the peed for a careful preparation and 
negotiation of the forthcoming Convention of Associ
ation. It was argued that this Convention should 
apply only to a relatively short period (five years was 
suggested) and should avoid very general commitments 
with escape clauses that would work to the dis
advantage of the partner having a very weak economic 
bargaining position. It was urged, in particular, that 
these countries should preserve their freedom of action 
as far as quantitative restrictions and the promotion 
. of trade with other under-developed countries was 
concerned. Finally, associated countries were invited 
not to over-emphasize in their development plans the 
production of commodities for export to industrial 
countries but to consider also the possibility of import 
substitution in the framework of a larger regional 
market. 

37. The secretariat clearly recognized the diffi
culties which non-associated countries may encounter 
when exporting goods affected by European economic 
integration-particularly temperate zone agricultural 
products, semi-processed goods and manufactures. 
Nevertheless, the main issues for non-associated 
countries appeared to be those raised by the association 
of other African countries with EEC. In this connexion, 
the secretariat of the ECA warned the non-associated 
countries to avoid drastic measures which would, in 
fact, tend to raise the economic dependency of the 
associated countries on the EEC, but rather to seek a 
direct understanding with the latter in as many fields 
as possible. 

38. It was also suggested that the Commission 
itself should help to co-ordinate the long-term com
modity policies of associated and non-associated 
countries and, accordingly, economic planners and 
representatives of statutory bodies dealing with these 
problems have been brought together for consultation 
and joint action. Also, in view of the problems raised 
by the association with EEC for intra-regional trade 
in West Mrica, where associated and non-associated 
countries are contiguous, it was felt that the Corn
mission might consider the organization of a special 
trade conference for this sub-region before the start 
of negotiations on the new Convention of Association. 

39. At the third session of the ECA, delegations of 
some non-associated countries expressed concern not 
only about the effects of the Rome Treaty on their 
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commodity exports to the Community countries, but 
also about the possible harmful effects which associ
ation might have in the long run on the economies of 
the associated countries themselves by preventing 
adequate diversification and industrialization. More
over, they felt that the links created by the association 
might be detrimental to the development of intra
African co-operation. They appealed to the countries 
at present associated with EEC not to undertake any 
definite commitments and to explore any means for 
furthering intra-African co-operation. It was suggested 
that the advantages secured by association might be 
deceptive since undue emphasis on primary exports 
could lead to a further decline in prices in certain 
markets, a decline which would in turn be transmitted 
to all industrialized markets. 

40. The delegations from some non-associated 
countries drew attention to the political aspect of 
association with EEC, which in their view was an 
instrument for a continued political domination by 
former metropolitan countries. Aid granted by EEC 
was alleged to be subject to political conditions and 
association would increase the dependence of African 
countries on western Europe and perpetuate the 
political division of Africa. -

41. Delegations of countries associated with EEC 
stressed that economic links between them and some 
former metropolitan countries were created in the 
colonial times. Their association with the Common 
Market was freely and independently undertaken and 
was motivated by the need to preserve their position 
on their most important export markets and also to 
benefit from the EEC Development Fund which 
financed a very important part of their development 
programmes. No practicable alternative solution had 
been suggested by other African countries, many of 
whom enjoyed similar privileged positions on other 
European markets. Nevertheless, the associated coun
tries were prepared to co-operate with other African 
countries and the Rome Treaty did not prevent them 
from doing so. 

42. It was generally recognized that African 
countries could not develop their economies in 
isolation. Intra-African co-operation in the field of 
trade and production policies was of the utmost 
importance in order to change the present structure of 
their economies. Some delegations felt, however, that 
some form of accommodation with the · western 
European groupings would eventually have to be 
found, either by association on special terms or by 
some sort of concerted action. Nevertheless, it was 
essential not to repeat in Africa the two rival trade 
groupings into which Europe might be split. 

43. The plenary meeting of the third session adopted 
two resolutions.267 By the first, it was decided to set up, 
within the Commission, a Standing Committee on 
Trade and it also authorized the Executive Secretary 
to constitute working parties under its auspices to 

m Resolutions 28 (Ill) and 31 (III). 

consider the special problems of the various sub
regions. This resolution became the basis of the sub
regional trade work carried out by the ECA with a 
view to economic integration in Africa. The second 
resolution recommended that the Executive Secretary 
should keep under constant review and inform 
members and associated members of the Commission 
of the continuous and changing impact of the European 
economic groupings on African economies; and 
undertake studies on the ways and means of creating 
sufficiently large regional markets capable of support
ing African industrialization which at the same time 
offer the advantages of specialization. This could help 
the creation of an African common market to bolster 
the general economic development of Africa. 

44. Following the third session of ECA, there was 
a considerable amount of uncertainty as a result of the 
possibility of the United Kingdom's adhesion to the 
EEC and the negotiations for the new Convention of 
Association. Therefore, the activities of the ECA 
secretariat mainly consisted of reporting recent 
developments in the field of European economic 
integration and of work of special interest to African 
countries themselves in such matters as Customs 
administration in West Africa and more general trade 
problems in East Africa. 

45. The fourth session of ECA mainly saw a 
reiteration of arguments put forward on previous 
occasions. Hopes were expressed, however, that the 
results of the negotiations between the United Kingdom 
and EEC might mitigate or remove the preferential 
aspects of the existing and the contemplated Conven
tions of Association. The delegates took note of the 
meeting of African primary producing countries, 
tentatively scheduled for June 1962, where the position 
of agricultural commodities of interest to these 
countries would be considered. They stressed the need 
for concerted action in an African or world-wide 
context in order to obtain greater stability of world 
prices for these commodities. A resolution on the 
incidence of European economic groupings on intra
African trade was adopted, noting the results already 
obtained within a regional framework for stabilizing 
commodity markets and expressing the hope that these 
arrangements could be extended to all interested 
exporting and importing countries without diminishing 
the advantages enjoyed by the present participants. 

46. The significance of the African Meeting on 
Commodity Stabilization, which took place in Lagos 
in July 1962, was that for the first time it brought 
together associated and non-associated Mrican pro
ducers to discuss their common problems. It was 
concluded that stabilization by exporting countries can 
hardly be attempted within the African framework, 
although an understanding between African producers 
might prove useful in the case of a certain number of 
commodities. A first step in this direction has been 
taken for groundnuts and cocoa; 268 a group of 

"'The Cocoa Alliance also includes one non-African member, 
Brazil. 
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Imports 
from Third 

SITC code Commodity the world countries 

071 Coffee 51056 50029 

072 Cocoa 20219 19002 

074 Tea .. 2 794 2 754 

075 Spices. 2425 2288 

051-3 Bananas 15 786 15 661 

421-4 Groundnut oil . 5 600 5 433 

422-2 Palm oil ... 5 709 5 504 

422-4 Palm kernel oil 507 326 

221-1 Groundnuts . 14 521 14481 

221-3 Palm kernels 5 620 5 549 

263 Cotton 70340 68 576 

265-4 Sisal . . . 4 737 4346 

682 Copper .. 85 660 68 352 

667-2 275-1 Diamonds. 24455 21130 

231 Rubber .. 38 095 35 662 

281 Iron ore 55 590 44849 

Tropical wood . 19 691• 19 691" 

ToTAL of above . . 422 805 383 633 

As % of total imports excluding crude 
petroleum . . . ~ . . ...... 14.0 20.7 

Sources : Office statistique des Communautes europeennes, Commerce 
exterieur, Tableaux analytiques. 

African coffee producers already existed in the frame
work of the World Coffee Agreement. 

47. Discussions at the fifth session (when the 
exact terms of the Second Convention of Association 
were not known) did not lead to any conclusion and a 
draft resolution on the relations between Mrican 
countries and the EEC, tabled for discussion by the 
representatives of a number of non-associated coun
tries, was withdrawn in the interest of African unity. 
During the discussions, it was stressed that the 
Conference on Trade and Development provided an 
excellent opportunity for concerted African action. 

48. The history of the consideration given within 
the framework of the ECA to the effects of economic 
integration in western Europe shows that an " African 
attitude " as such towards this issue simply does not 
exist. The mere fact of the association of various 
countries with EEC, superimposed upon the existing 
preferential links in Africa, created a cleavage which 
makes it necessary to consider the case of these 
countries separately from the non-associated countries. 
The attempts made to close this gap have been success
ful only in so far as they have avoided an actual break 

TAi 

ECE imports fr 

(In tens of thousa. 

Customs Frenc1 
Union Equa· overse' 

of West tor in/ Congo Rwanda departmt 
African Customs (Leopold- ond Mada- and 
StatesD- Unlonb Cameroons ville} Burundi Togo Somali gascar terrilori 

5 592 411 1 879 1297 9 399 2210 3 

2480 64 3 145 247 378 24 2 

15 

2 2 234 54 

1472 14 734 222 1 471 21 

4163 24 46 14 

258 93 36 2 399 5 
2 11 278 

7033 60 123 46 2 111 

992 114 193 246 170 

182 1772 468 1248 44 122 42 48 

10 2 303 13 

35 17507 2 

102 166 10 

5 23 176 1 212 

4101 5 159 658 606 

26380 7949 7 423 25338 1123 1 515 2 966 75 

88.5 87.4 75.1 73.6 16.3 85.5 79.7 52.3 1. 

a Mauritania, Mali, Niger, Senegal, Upper Volta, Ivory Coast, Dah< 

b Chad, Central African Republic, Gabon, Congo (Brazzaville). 

between associated and non-associated countries
the latter being themselves disunited on a number of 
issues. As far as foreign trade is concerned, the funda
mental division remains. 

(iv) EEC imports from Tropical Africa 

49. Before discussing the associated and non
associated countries, respectively, in tropical Mrica, it 
is appropriate to analyse briefly the pattern of the trade 
of tropical Africa with the EEC. With the exception of 
iron ore, tropical African exports to EEC listed in 
Table IV-2 consist of commodities that encounter no 
direct competition from EEC producers; the differences 
between the first and second columns of the table 
therefore represent re-exports of goods originally 
produced outside the area. The seventeen listed 
commodities account for 78 per cent of total EEC 
imports from tropical Africa. 269 In order to increase 
this coverage significantly, it would have been necessary 

'"Table IV-2 includes all tropical foodstuffs and beverages; 
other commodities have been se!eeted when they are relatively 
important in African exports to EEC. 
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1-2 

Dpical Africa, 1960·62 

• US dollars) 

East 
Rhodesia African 

Sierra and Customs 
Ganbia Ghana Nigeria Leone Nyasaland Uniond Guinea 

45 19 2 746 198 

5 762 3190 177 4 2 

7 63 
14 29 

1 6 8 30 
74 

451 3 

329 4205 219 107 
7 2 3050 190 4 33 

2 727 2 1692 

2 I 1 649 

9929 160 

391 4 150 

709 2 6 

4 1198 34 

2 730 1 659 2 48 1 

336 8 890 14130 1 594 10 163 6 515 454 

99.4 96.6 93.2 95.4 76.2 78.2 29.1 

Comoro Islands, Reunion and French Somali Coast. 
Kenya, Uganda, Tanganyika, Zanzibar. 

include a large number of products that are of 
portance only to individual African countries and 
ritories-for example, sugar for Reunion, rice for 
tdagascar, hides and skins for Ethiopia and Nigeria, 
for Rwanda and Burundi, tobacco for Rhodesia and 
·ethrum for the East African Customs Union. The 
lusion of these products would have raised the share 
the listed commodities to a level comparable to that 
orded in the majority of tropical African countries. 

:o. The figures convey the impression that most 
pica] African countries export to the EEC a 
ttively wide range of products. In the case of the 
~e customs unions, this is only so if all mem her 
:ntries are lumped together. Tropical Mrica supplies 
re than half of total EEC imports in the case of 
1t products and more than a quarter in another 
:e; it supplies an average of 33 per cent for all the 
ducts listed. Tropical products enjoying accelerated 
ferential treatment under the Second Convention 
Association represent 20 per cent of total EEC 
Jorts from tropical Africa and products for which 
C preferences will be implemented gradually, 
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As% ofECE 
Total imports from 

Portuguese Spanish tropical third 
Liberia Ethiopia Sudan territories territories Africa countries 

4 420 1 591 16 824 33.6 

40 189 116 15 821 83.3 

19 104 3.8 

335 14.6 

3 51 5 4039 25.8 
4 323 79.6 

3 3 249 59.0 

24 315 96.6 

59 649 21 12 966 89.5 
95 126 5225 94.2 

6 3013 71 9440 13.8 

2 611 2 593 59.7 

43 27 677 40.5 

900 1 723 8.2 

269 2402 6.7 
2 371 718 4326 9.6 

36 57 30 15 091 76.6 

3 718 539 3 663 3 479 148 126 453 33.0 

96.1 31.4 69.0 68.6 92.5 78.0 

• Average 1960-1961. 

15 per cent approximately. 270 Among the products 
subject to variable levies under the common agricultural 
policy, rice, sugar and maize are exported only in 
small quantities by tropical Africa countries to EEC, 
but the common policy for fats and oils may affect a 
substantial portion of African exports. 

(v) The position of the associated countries 

51. A glance at Table IV-3-which sets out the 
main economic characteristics of the associated 
countries-suggests that hardly any generalizations are 
possible. One of the eighteen associated countries is of 
a sub-continental size, a few are fairly large and there 
are some extremely small ones, such as Rwanda or 
Burundi. Populations vary from more than ten million 
to less than one million and there are similar extreme 
divergencies in population densities. All these countries 
can be safely labelled " under-developed ", but within 
this category per capita national products range from 
more than $200 to less than $50 per annum. All 

"'These two groups of commodities are (a) coffee, cocoa, spices 
and (b) bananas, vegetable oils and tobacco. 
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TABLE IV-3 

Area, population, GNP and exports of associated and non-associated countries in tropical Africa, around 1961 

Percentage share of 
Density former Area Popula- (In- GNP Exports metropol. (Thou- tion habl- per per country EEC EFTA sand (Mil- tantsj GNP capita Exports capita 

km') lions) km') (Million I) (IJ (Million IJ (I) in total exports 

Cameroonsa ....... 475 4.1 9 350 86 98 24 57 85 2 
Central Mrican Republic 617 1.2 2 50 :! Chad . . .. . ~ . 1284 2.7 2.9 115 60 13 51 76 
Congo (Brazzaville) 342 0.8 3 35 
Congo (Leopoldville) 2 345 14.5 6 1220 (1959) 88 4891> (1959) 26b 35 55 
Dahomey 116 2.1 17 80 40 18 6 67 77 
Gabon 267 0.4 2 90 200 50 110 
Ivory Coast 323 3.4 10 615 184 177 54 52 68 2 
Madagascar 590 5.6 9 420 75 78 14 56 62 3 
Mali ... 1204 4.2 3 245 58 42 10 
Mauritania 1 086 0.7 1 60 (1959) 69 11 16 32 
Niger ... 1189 3.1 2 120 40 13 4 70 71 
Rwanda and Burundi 54 5.1 90 245 100 c c 

Senegal 197 3.0 15 525 175 124 41 82 84 3 
Somalia .• 638 2.0 3 80 40 26 9 56 56 
Togo ... 57 1.5 25 105 (1958) 70 19 12 79 
UpperVo1ta 274 4.4 13 175 

Total associated countries . . 11 057 58.8 5 4530 

Guinea 246 3.1 12 185 
Liberia Ill 1.0 9 160 
Ghana 238 6.9 29 1 375 
Sierra Leone 72 2.5 35 175 
Nigeria .. 924 40.2 43 3 280 
Rhodesia and Nyasaland 1 255 9.4 7 1 530 
Tanganyika 937 9.4 10 555 
Uganda . 243 6.8 28 465 
Kenya 583 8.4 14 675 
Ethiopia .. I 184 19.4 16 843 

Total non-associated countries 5794 106.8 18 9243 

Sources: Economic Bulletin for A/rica (UN), January 1961, June 1961, 
June 1962; Planification en A/rique, No. 4, Minist~re de Ia cooperation fran
._aise; UN Yearbook of International Trade Statistics 1961; UN Statistical 
Yearbook; EEC Monthly Statistics; Foreign Trade 1962, No. 2 and a special 
study of the Agency for International Development. 

NOTE.-Most figures in this table are rough orders of magnitude. 
a Including Western Cameroons and assuming for the latter a per caput 

GNP equal to that of former French Cameroons. 

associated countries are, essentially, exporters of 
primary products but the range of primary products 
exported differs considerably, ranging from live cattle 
to base metals. Finally, the geographical pattern of 
the export and import trade of associated countries also 
displays considerable divergencies, ranging from 
extreme dependence on a single market to a fairly 
diversified pattern. 

52. In spite of these divergencies, there are a few 
common features which distinguish associated coun
tries as a group from non-associated countries in 
Africa. First, although the group of associated 
countries include a certain number of very densely 
populated areas, on the whole the density of population 

40 3 1 4 

77 1208" 2}C 49 65 2* 

60 55 18 28 
159 83 83 30 15 
199 292 42 24 39 27 
70 73 29 83 14 83 
82 481 12 48 31 49 

163 579 62 45 21 50 
59 138 16 32 25 34 
68 116 17 16 21 17 
80 116 12 25 29 27 
44 76 4 16 10 

87 2 009 19 24 42 

b Including Rwanda and Burundi. 
c Included under Congo (LeopoldviUe) . 
a Including the former British Somaliland, assuming for the latter a per caput 

GNP equal to that of Italian Somalia. These figures are very much on the 
high side because of the inclusion of a 1959 llgure for the former Belgian 
territories. Moreover, the export prices of the former French and Italian 
territories are, in dollar terms, much higher than those obtained by the non
as!OCiated countries. 

is much smaller than in non-associated tropical Africa, 
so that the former's share of tropical Africa in terms 
of area is considerably higher than its share of popu
lation. This is largely due to the fact that, with the 
exception of Uganda and the Federation of Rhodesia 
and Nyasaland, all the land-locked countries of 
Africa, stretching over vast semi-arid areas, belong 
to the group of associated countries. 

/ 

53. The inclusion of practically all land-locked 
countries in the group of associated countries also 
partly explains why this group is generally poorer than 
the non-associated group. Furthermore, the level of 
economic development of the most prosperous associ
ated countries appears to be behind that reached by 

I 
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non-associated neighbours in a similar geographical 
position-Dahomey is undoubtedly behind Nigeria, 
and Senegal and the Ivory Coast behind Ghana.271 

54. In the case of foreign trade, it is necessary to 
distinguish clearly between the former French and 

, Italian territories, on the one hand, and the former 
Belgian colonies, on the other. Exports of both the 
former French and Italian territories are mainly 
agricultural products, including few agricultural raw 
materials. This, by itself, would imply a considerable 
degree of vulnerability and explains the importance 
of managed marketing schemes to most, if not all, of 
these territories. There is a sharp contrast in the case 
of the Congo, where mining products exported by 
large companies give a certain stability and geo
graphical diversification to the export trade. 

55. Exports from former French and Italian 
colonies were also concentrated on the market of the 
metropolitan country, in part reflecting the commodity 
structure of this trade. This concentration was fostered 
not only by tariff preferences but also by the whole 
range of managed marketing arrangements described 
above. By contrast, the share of exports going to other 
members of the EEC was generally negligible and 
exports to third countries such~ as the United States 
were, relatively, of greater importance. Again, the 
former Belgian colonies occupy a special position 
because of the relatively small Belgian market and the 
significant share of other EEC countries in their 
exports. Partly because of preferential tariff and 
quantitative arrangements and partly because of more 
informal links, metropolitan countries had a pre-' 
dominant share in the imports of former French and 
Italian associated countries which contributed to the 
fact that the price levels were much higher than in the 
neighbouring non-associated countries. 272 Belgian terri
tories are, again, an exception. 

56. Perhaps the most significant common feature 
of the associated countries is to be found in the field 
of finance. Not only do all associated countries rely 
almost exclusively on foreign (essentially ex-metro
politan and EEC) aid for their investment budgets but, 
in addition, with the exception of the Ivory Coast and 
Gabon and, more recently, Mauritania, they all 
require foreign subsidies to meet the deficits of their 
current budgets.273 This can be explained, first, by the 
fact that the economies of quite a number of the 
associated countries are not sufficiently large to be able 
to bear the burden of a fully-fledged national adminis
tration. Secondly, after gaining independence, most if 
not all of them failed to adjust the cost of government 
services to the new conditions so that salaries in most 

m The only important exception is Gabon, which also produce~ 
petroleum. It should be noted that the artificially-high exchange 
rate inflates the GNP figures of the franc zone countries and therefore, 
to some extent, distorts the statistical picture. 

m Following the 1958 devaluation, prices of French goods were 
considerably reduced and foreign exchange allocations to franc zone 
countries became much more generous. 

'" Though this was not true of the Belgian Congo prior to 
independence. 

. 
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echelons of public service are not in line with the per 
capita income and financial resources of the country. 
This is perhaps partly due to the facility with which 
subsidies could be obtained-a factor which also 
explains (to some extent) why the possibility of 
increasing government revenue has not been fully 
explored. 

57. The following data indicate the overwhelming 
importance of financial aid to the AOS; 274 they receive, 
per capita, about three times as much bilateral and 
multilateral financial resources than the non-associated 
countries in tropical Africa. In fact, the physical 
capacity of the AOS to absorb investment grants and 
loans seems to be far behind the available financial 
resources. Since the major part of the bilateral financial 
aid to the AOS is for current expenditure, by the same 
token the importance for invetgments of the European 
Development Fund is muchs reater than the global 
figures indicate. It can be roughly estimated that, as 
early as 1961, the Fund's commitments in the former 
French AOS (some $124 million) exceeded the sums 
earmarked for investments in French bilateral aid. 275 

It is likely that, in the near future, at least one half of 
the investment aid to the Eighteen will be financed by 
the Fund, the main limitation on its use being the shor
tage of administrative and technical capacities to plan 
and execute sound investment projects. 

Net flow of official resources to tropical African 
countries in 1961 

(In million dollars) 

Multi-
Bilateral lateral Total 

AOS 415.0 73.3 488.3 
Non-associated countries in 

tropical Mrica . 326.2 33.4 361.6 

Total tropical Mrica . 741.2 100.7 849.9 

Total 
per 

capita 

$8.7 

$2.8 

$4.6 

Source : OECD, "The Flow of Financial Resources to Developing Coun
tries in 1961", Paris, 1963, pp. 76-77. 

58. This picture of the general economic, com
mercial and financial position of the associated coun
tries is necessarily sketchy but it explains, nevertheless, 
why many of them could not envisage lightheartedly 
the prospect of abandoning their present and pro
sp~ctive sheltered market at a moment when the out
look for commodities was grim indeed. It is important 
to note, however, that the positions of individual 
associated countries with regard to EEC preferential 
arrangements show considerable contrasts because of 
the combined effect of differences in the commodity 
composition of their exports and in the pre-existing 
institutional links with former metropolitan countries. 

59. One group of countries did not enjoy any 
significant preferences on the metropolitan market and 
was not expected to enjoy any on the EEC market 

"'See also Chapter II, section 2, paras. 49-52 and 80-SI. 
.,. These funds come, essentially, from the Fonds d'aide et de 

cooperation (FAC) and the Caisse centrale de cooperation econo
mique (CCCE). 
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either. This group comprises Mauritania (which is 
becoming a very large exporter of iron ore), Upper 
Volta (mainly exporting cattle to neighbouring 
African countries), Chad (with similar exports to 
those of Upper Volta, but also cotton), Central African 
Republic (a cotton exporter) and to some extent Mali 
(groundnuts from here formerly benefited from the 
managed marketing scheme of the franc zone but are 
now sold mainly to CMEA countries). The recent 
GATT decision to abolish duties on tropical timber 
implies that Gabon will have no stakes in the tariff 
aspects of association. A second group of countries 
was mainly affected by managed ruarketing arrange
ments in the franc zone and will benefit to a much 
more limited extent from EEC preferences; this is the 
position of the groundnut exporters, Senegal and 
Niger. A third group of countries has benefited from 
some managed marketing arrangements in the franc 
zone and will also benefit from EEC preferences but 
now faces a difficult transition from French to world 
market prices. This group includes the coffee pro
ducers-Ivory Coast, Cameroon, Togo, Congo 
(Brazzaville) and Madagascar-most of which will 
also derive a net benefit from the cocoa preference. 
Somalia will also experience a difficult transition from 
the Italian banana marketing scheme to a regime of 
world market prices. Finally, the rather less important 
tropical agricultural exports of Congo, Rwanda and 
Burundi would, in principle, derive a net benefit from 
the EEC preferences. 

60. The Second Convention of Association, which 
is explicitly based on the principle of a gradual transi
tion to world market prices (together with reduced 
EEC preferences), provides for financial compensation 
for part of any resulting losses to the associated 
countries.276 The sums written into the Convention 
(Table IV-4) are not directly related either to the 
absolute amount of the prospective losses (over a 
period of five years) or to the relative proportions of 
the total loss borne by each country.277 Nevertheless, 
they can be used to rank the associated countries 

TABLE IV-4 

Production and diversification aid to associated countries 
transferring to world market prices 

(In millions of dollars for five years) 

Cameroons 15.8 Mali 5.6 
Central African Rep. 6.8 Niger . 6.5 
Congo (Brazzaville) . 6.4 Senegal 46.7 
Ivory Coast 46.7 Chad 5.7 
Dahomey 5.5 Togo 5.7 
Madagascar 31.6 

Source: Second Convention of Association. 

"'Mauritania, Gabon and Upper Volta immediately abandoned 
their price advantages on the French market. 

"' The results are, in fact, the outcome of political compromise. 
The original proposals of the EEC Commission, based on 1955-1959 
statistics, are now somewhat inadequate in view of the subsequent 
recovery in world coffee prices, 

according to the order of magnitude of the price 
advantage now enjoyed on the French market (leaving 
out of account bananas, since the Italian and French 
marketing schemes will not be dismantled for the time 
being). 

61. The position of the individual AOS can be 
viewed from two opposite angles. On the one hand, 
the higher the share in total exports of products 
enjoying EEC preferences and the lower the share of 
the EEC in the exports of the products concerned, the 
more scope there is for profitable trade diversion in 
the short run.278 On this basis, the Ivory Coast is in 
the best position, selling some $40 million (the 1959-
1961 annual average) of coffee and cocoa outside the 
EEC (mainly to the United States), amounting to 
one-quarter of total exports. Exports of the commo
dities from the Cameroons to third countries were less 
than $9 million (10 per cent of the total); Madagascar's 
exports of coffee and spices to third countries total 
11 million dollars (15 per cent). For the other asso
ciated countries, the corresponding figures are quite 
small and of some relative importance only in the case 
of Togo. In more settled conditions, the former 
Belgian territories would have been in a very favourable 
position; in 1959, their exports of coffee to non-E~C 
destinations totalled $40 million and substantial 
quantities of vegetable oil were also exported t9 third 
countries. Moreover, it is also necessary to take 
account of the chances of expanding output in order 
to take advantage of existing preferences-an issue 
discussed in Chapter III, section 1, sub-section iii. 

62. The second method of assessing the position of 
the individual AOS is to consider the situation which 
would result if they were to abandon not only the 
present bilateral preferences but also the EEC prefer
ences. The secretariat of GATT made such an attempt 
and considered the position of three AOS-the Ivory 
Coast, Senegal and Somalia-on the assumption that 
industrial countries had abolished all tariffs and 
restrictions on imports of tropical products. 

63. The GATT secretariat assessed the position of 
the Ivory Coast, in the light of the Ten Years' Develop
ment Prospects in that country, and concluded that the 
abolition of both franc zone and EEC preferences 
would imply a loss of $25-30 million in export earnings 
(12 per cent of total exports) in 1965 and the same 
amount in 1970 (when it would be 9 per cent of the 
total).279 Moreover, the Ivory Coast's plans for 
establishing new export industries for soluble coffee, 
cocoa butter, banana pulp, pineapple juice, tinned 
pineapple, preserved tunny fish and various kinds of 
processed wood are clearly based on the expectation 
of high EEC preferences. On the other hand, 

.,. This is somewhat artificial, however, since a shift of exports 
from non-preferential to preferential markets is limited by a number 
of factors and is not generally considered as desirable by the AOS 
themselves. 

m GA Tf Special Group on Trade in Tropical Products, Report on 
meeting of the Sub-Group Established by the Special Group, held 
from 18-26 March 1963, document L/1982, 29 March 1963. These 
calculations are based on 1961·62 price levels. 

·' 



deliberately prudent assumptions have been made about 
the level of exports of industrial products manufac
tured in the Ivory Coast which might be taken by the 
neighbouring countries in coming years. It was thought 
that the earnings derived from this latter increase in 
exports could compensate, at least partially, for the 
drop in the value of traditional exports to the developed 
countries. 

64. For Senegal, the price advantage derived from 
the franc zone arrangements for groundnuts was 
estimated at nearly $15 million in 1961-i.e., II per 
cent of the total export earnings-and as much as 
$30 million in 1962, when world market prices had 
fallen. The sale of groundnuts and groundnut oil at 
world market prices (i.e., without franc zone and EEC 
preferences) would entail a $50 million loss in 1964, 
the final year of the current Four-Year Plan-a plan 
that assumes a significant expansion of output, partly 
in the form of groundnut oil. This loss could be made 
good by higher exports of manufactures, mainly to 
African countries, and by developing the production 
of foodstuffs which are being imported in growing 
quantities. 

65. Both the Ivory Coast and Senegal, whilst 
incurring heavy losses if preferences were removed, 
would still be in a position to market the bulk of their 
produce and could find alternative exports inside and 
outside of Africa; the position of Somalia is quite 
different. Even after a substantial price _reduction in 
the last few years, Somalia sells bananas-which 
account for most of its export earnings-to Italy, at 
a price two-thirds above the world market level. Even 
to attain the 1965/66 objective of bringing down costs 
of production to a level that would permit selling at 
world market prices plus the 20 per cent EEC prefer
ence would involve Somalia in a very considerable 
effort, but without preferences the bananas could not 
compete in the foreseeable future. Moreover, while 
there appear to be possibilities for diversification, 
particularly in agriculture, this would take a con
siderable time since even the basic research and 
experimental data are lacking at present. 

66. No similar assessment exists for other asso
ciated countries but, on the whole, the position of the 
Cameroons seems to be rather similar to tha) of the 
Ivory Coast (although with rather better prospects of 
expanding exports of manufactures to the Equatorial 
Customs Union), whilst the dependence of Mada
gascar on franc zone and EEC preferences is accen
tuated by its geographical isolation. 

67. It can be seen that, for the most important 
beneficiaries of French and/or EEC preferences, 
greater diversification, further import substitution and 
an expansion of· exports of manufactures to other 
African countries could, in the long run, create a 
situation where these preferences could be abandoned. 
In order to facilitate this process, the replacement of 
preferences by aid, already introduced by the Second 
Convention, could be gradually expanded. However, 
even if a great deal of financial assistance to ease the 
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transition were forthcoming and world prices were 
stabilized not below their present levels, such a re
adaptation is still considered by the interested Govern
ments as an economically, socially and politically 
difficult proposition. On the other hand, a rise in world 
market prices should facilitate the transition and 
remove the need for preferences. 

(vi) The non-associated countries 

68. It is rather difficult to present the case for these 
countries as a group, since their only common feature 
is simply that they are not parties to the Second Con
vention of Association. In Tropical Africa, the group 
includes former and present British colonies such as 
Gambia, Sierra Leone in west Africa, Nigeria and 
Ghana in eastern and central Africa, Tanganyika, 
Kenya, Uganda, Zanzibar, Mauritius, Northern and 
Southern Rhodesia and Nyasaland as well as Ethiopia 
and Liberia which have been independent for a long 
time. The group also includes Guinea, which used to 
belong to the franc zone, and the Portuguese and 
Spanish territories. 

69. The differences in geographical and economic 
characteristics are not less significant than those of 
political status. On the whole, the non-associated 
countries include the most populated areas in tropical 
Africa, and Nigeria alone has more inhabitants than 
all the former French AOS taken together. However, 
several of the non-associated countries are as small 
(in size and population) as the smaller AOS. In spite 
of these differences, the group of non-associated 
countries is undoubtedly far larger economically than 
the associated countries and correspondingly most of 
them have less urgent problems of market size than the 
associated countries. 

70. The commodity composition of exports is 
more diversified in most of the non-associated countries 
than in the associated countries. This is partly related 
to the greater size but it also results from their higher 
level of economic development. Nevertheless, depen
dence on a single crop is still a feature of countries 
such as Gambia, Ghana an<l_Angola, and in several 
others the degree of diversification achieved is far 
from satisfaetef.y~ 

71. Dependence on a single market tends to be less 
marked in the non-associated group than in the 
associated countries. This is not necessarily an advan
tage, however, in the present context, because a large 
number of non-associated countries succeeded in 
building up a substantial market in the EEC in the 
post-war years which explains their concern about the 
effects of economic integration in western Europe. In 
fact, quite a number of non-associated countries 
were selling a higher share of their exports to EEC 
countries than any of the associated countries if the 

' latter's exports to the former metropolitan country are 
excluded. Finally, irrespective of their level of economic 
development, most non-associated countries, but not 
all, usually balanced their current budgets without 
foreign aid. 
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72. All the former and present British colonies in 
Africa benefit from Commonwealth preferences. It 
should be noted, however, that in the case of a number 
of African countries these preferences are of very little 
importance. This is the case for Ghana, since the 
preference on cocoa is small, and to some extent for 
former British East Africa, since preferences on coffee 
and on sisal are, respectively, small and zero. On the 
other hand, preferences on groundnuts (important for 
Gambia and Nigeria), on temperate zone agricultural 
products (Kenya), sugar (Mauritius) and tobacco 
(Rhodesia) are significant enough to make a difference 
to the competitiveness and export earnings of the 
countries concerned. Until recently, the same was true 
for tropical timber. These preferences are not accom
panied by any form of managed marketing. Moreover, 
since the United Kingdom market was relatively small 
in comparison with the export potentialities of the 
Commonwealth countries, such preferences did not 
result (as is shown above) in any excessive concentration 
of preferred exports on this market-though, neverthe
less, it was entirely supplied by the Commonwealth. 

73. It is difficult to assess with any precision the 
implications for the individual non-associated countries 
of the new EEC common external tariff. Table IV-5 
reproduces a computation based on the 1958 import 
statistics of the Six and on the original version of the 
CET. In the meantime, the CET has been significantly 
reduced on most products of concern to tropical 
African countries and eliminated on two of them. On 
the other hand, exports of non-associated countries 
to the EEC have risen very significantly since 1958 and, 
therefore, it is likely that whilst the percentages given 
in column 5 of Table IV-5 would be significantly 
smaller, the percentages given in column 7 would not 
change much. Bearing these qualifications in mind, it 
seems that the countries principally affected by the 

CET are the coffee and cocoa exporters, whilst the 
countries that export mainly oilseeds and industrial 
raw materials are not immediately affected. 

74. The GATT secretariat has attempted to assess 
Nigeria's position in the event that all duties and 
restrictions on imports of tropical products of major 
interest to the industrial countries were abolished-i.e., 
the same analysis as that applied to the Ivory Coast, 
Senegal and Somalia. No price advantage for Nigerian 
products sold on the United Kingdom market was 
discovered, but since the United Kingdom imports 
over 95 per cent of its requirements of the five listed 
products from Commonwealth sources, the preferences 
it gives are likely to have a trade directional effect. 
This does not necessarily imply that the removal of 
Commonwealth preferences should not injure Nigerian 
exports.280 On the other hand, franc zone managed 
marketing arrangements, supplemented by preferences, 
have been instrumental in keeping Nigerian produce 
out of the French market in all cases where supplies 
were available in franc zone countries. Thus, the main 
EEC markets for Nigerian products lie outside France. 
The Congo was Nigeria's main competitor on the 
Belgian market. This explains why Nigerians fear that, 
on balance, they would lose more as a result of the 
existence of EEC preferences in· the EEC countries 
other than France, than they could possibly gain by 
entering the French market, even after the dismantling 
of the franc zone arrangements. On the basis of an 
assessment of the relative importance of Common
wealth, franc zone and EEC preferential arrangements, 
the GATT secretariat concluded that: " the removal 
of all barriers to trade and preferential arrangements 

"' The duties forgone on these products (including tropical 
hardwood) are roughly equivalent to £4-5 million per year, i.e., 
perhaps 6·7 per cent of the f.o.b. value of total exports to the United 
Kingdom. 

TABLE IV-5 

Incidence of the EEC external tariff on imports from third countries 

Ghana 
Portuguese territoriese 
Ethiopia 
British East Africa/ 
Federation of Rhodesia and Nyasaland 
Nigeria ' 
British West Africau 
Liberia. 

Products with 
ad valorem 

duties 

94.0 
50.8 
12.5 
93.3 
63.5 

112.2 
8.1 

12.3 

1958 imports (million dollars) 

Products with 
duties not yet Products with 

established specific duties 

0.3 

Coal, iron, 
steel and 
nuclear 

product sa 

1.6 
3.7 
0.2 
0.5 
0.4 
0.7 
9.2 

16.5 

Average 
percentage 
incidence 

of EEC external 
tariff on 
importsb 

7.4 
8.2 
3.1 
5.0 
3.4 
2.3 
2.9 
0.5 

EEC duty 
on imporrsc 

(million 
dollars) 

10.4 
4.2 
1.1 
5.3 
3.1 
2.6 
0.2 
0.06 

Average 
per cent 
incidence 

of EEC tariff 
on the country 
total exportsd 

3.6 
1.9 
1.7 
1.3 
0.8 
0.7 
0.3 
0.0 

Source : Statistical Office of EEC. d Previous column as per cent of total exports recorded by the African 
a Coming under the provisions of the European Coal and Steel Community 

and the Euratom. 

b Only products with ad valorem duties. 

C Value of products with ad valorem duties multiplied by average incidence 
ofEEC duty. 

country: this gives only a rough estimate. 

e Angola, Mozambique, Portuguese Guinea, etc. 

I Including Zanzibar, Mauritius, Seychelles. 
II Gambia, Sierra Leone and St. Helena. 
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would, on balance, improve the terms of access for 
Nigeria's exports of tropical products and lead to 
higher export earnings ". 

75. There are many uncertainties in trying to 
visualize the lines along which an agreement between 
Nigeria and the EEC could be reached. Nigeria is 
the main supplier of palm kernel and groundnuts
but these products enter the EEC duty-free in any case. 
The position of groundnut oil is different. Nigeria has 
only recently developed domestic crushing facilities 
for exports and has not attempted to enter the EEC 
market where competition is more acute than it is for 
shelled groundnuts. Finally, for technical reasons, 
palm oil is always processed at the point of supply, and, 
therefore, there is no direct competition with metropo
litan crushing industries. In this case, Nigeria faces an 
important non-associated competitor, Indonesia,2s1 
which precludes the possibility of any autonomous 
tariff concession, in a bilateral framework, by EEC. 

76. In summary, as far as oilseed and vegetable 
oils are concerned, autonomous tariff concessions to 
Nigeria would be either unnecessary or impracticable 
and an association status similar to that enjoyed by the 
Eighteen would materially change the situation only 
for oils. But the real issue facing Nigeria is the EEC 
fats and oils policy and the related problem of the 
policy for dairy products. In order to accommodate the 
interests of Nigeria-the biggest outside oilseeds 
supplier-any agreement with the Six would have to 
include an article similar to Article 11 of the Conven
tion of Association with the Eighteen, which provides 
for the protection of the interests of these countries 
during the elaboration of the common agricultural 
policy. It is likely that in the special case of fats and 
oils, the interests of Nigeria and of the Eighteen 
would tend to be more common than in conflict. As 
far as cocoa is concerned, nothing short of association 
or a multilateral tariff concession could change Nigeria's 
relative position, but this product is not vitally 
important to Nigeria. 

77. It is important to note that Nigeria has a 
quid pro quo to offer to the AOS: the abandonment of 
Commonwealth preferences; this was envisaged during 
the discussions of the GATT Special Group on 
Tropical Products. This short account of Nigeria's 
position illustrates the complexity of the issues that 
would be raised in any bilateral negotiations between a 
non-associated tropical Mrican country and the EEC. 

(vii) The significance of the association with EEC for 
African industrialization and economic integration 

78. The effect of the association of the Eighteen on 
the general orientation of the industrial development 
of these countries is closely connected with the powers 
which they retain to protect their infant industries and 
with the more general issue of economic integration in 
Africa. 

181 Taking all countries, Congo (Leopoldville) is the most important 
supplier. 
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79. It would appear, at least in principle, that 
preferential access to the EEC market for processed 
products and the limits imposed on the protection of 
their domestic markets should induce the AOS to give 
priority to industries such as oil-crushing, cocoa pro
cessing, wood working and aluminium smelting and 
processing, etc., that export to western Europe. The 
small domestic markets of individual AOS also 
reinforce the tendency to concentrate on export 
industries, a tendency that would not only be un
satisfactory for the balanced economic development 
of the AOS but would also separate them further from 
other African countries whilst accentuating their 
dependence on the EEC. Solutions to the questions of 
the protection of domestic industries and the creation 
of larger markets will largely depend on the actual 
application of the second Convention of Association. 

80. The relevant provisions of the Convention 
(see Chapter II, paras. 77 to 79) do not limit, a priori, 
the scope of tariff and quota protection that can be 
applied by the AOS in favour of their industries. 
Nevertheless, the procedure of consultations to which 
the application of tariffs and quotas is subjected may 
enable the EEC to influence informally the decisions 
of the AOS, not so much in the case of existing 
industries but for those that may be contemplated. In 
this connexion, it should be noted that during the first 
five years of association, the EEC accepted without 
protest not only the numerous non-discriminatory 
tariff increases introduced by the AOS but also such 
extreme measures as the absolute import prohibitions 
introduced by Senegal to protect its industries threat
ened by the loss of their West African markets. 

81. The major long-run issue-which is as impor
tant for non-associated as for associated countries
remains the compatibility of the second Convention of 
Association with the creation of regional markets that 
include non-associated as well as associated countries. 
Regional economic integration is a matter of vital 
concern to Africa, not only because of the small size of 
most national markets but also because political 
borders separate areas with complementary resources 
and traditional trade links that have been forged by 
proximity, cultural ties and migration. In the colonial 
era, the main divisions corresponded to those of the 
various metropolitan countries, with trade between 
the territories of the same country being comparatively 
free and, indeed, a number of these territories belonged 
to a common customs union. After independence, 
national customs borders were gradually asserted,282 

whilst the issue of association tended to separate 
former French, Belgian and Italian territories from 
the rest of Africa. Even if obstacles to regional 
co-operation within associated 283 and within non
associated countries respectively were successfully 

"' See UNECA, Customs Administration in West Africa, document 
E/CN.14/STCWPCA 1, 1961, Addis Ababa. 

'I' Facilitated by a common cultural background, a degree of 
co-operation between most of the associated countries is being 
established within the framework of the "Organisation africalne er 
malgache de cooperation economique". 
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TABLE IV-6 

Imports into EEC of selected commodities from Mediterranean countries, 1959-1961 

(ln tens of thousands of US dollars) 
....... z 

As% of ~~ Countries Total of EEC 
Mediter- Imported z 

World less ranean from third > 
Commodities World EEC Algeria Morocco Tunisia Libya Egypt Cyprus Syria Spain Turkey Greece Is rae{ Lebanon countries countries ::! 

0 
··--~-·-'- ~ 

Wheat 35 727 32 248 5 734 468 - 16 413 64 82 - 1 782 5.5 !"" .. 
Vegetables 38235 19 317 3008 4119 265 3 671 17 22 1 376 300 118 20 80 9999 51.7 ~ i 
Dried fruit 4990 4 828 651 2 79 3 - 11 - 62 1 255 1032 - 7 3 102 64.0 ~ i Citrus fruit 27259 24 343 3 979 4482 594 3 32 36 - 9 320 87 46 1 463 5 20047 83.2 trl 

Other fresh fruit (see bananas) 44017 25 397 321 218 129 13 3 - 2 2492 1 605 532 5 20 5 340 21.0 > l 
a I 

Fish, etc., tinned prepared 7192 6 724 131 1544 151 34 1 - - 494 - - 2355 35.0 j 

Olive oil 6163 5 932 101 57 1 994 63 - 3 - 3 289 1 178 2 - 5 688 95.9 trl 

Wine .. 32 805 26960 21495 1 526 I 838 1 - 42 - 679 8 127 3 25 719 95.3 8 
Tobacco 22630 20403 446 4 - - - 7 1 10 1 172 2902 - 13 4 555 22.3 z 
Iron ore 51 387 4I285 1137 799 317 58 2 - 2 184 336 139 1 4973 12.1 ~ 
Phosphates and superphosphatcs . 8 663 8 634 203 4 812 I 286 8 - 2 2 - 5 - 6 318 73.2 (') 

Lead 4633 3 383 19 371 338 - - - - 138 - - - - 866 25.6 0 
Cotton 67 290 65 609 31 61 - - 4322 - 2128 - 4162 1168 18 6 11 896 18.1 ~ Cork. 1 283 1256 72 327 34 - - - - 214 - 647 51.5 

~ 
ToTAL of above . 352 274 286 319 31 599 I9 056 7 493 120 5 095 118 2153 20 276 9 341 6 306 1 598 132 103 287 36.1 11'!a z 

Above as % of total imports excluding 
,>-,I 

total imports of petroleum . . ~ ~ 13.2 13.8 84.1 66.3 78.1 25.5 74.4 4.6 83.5 66.1 62.8 68.3 29.4 19.0 84.0 

Source: EEC. Foreign trade analytical tables. 



eliminated, the continued cleavage between the two 
groups would create serious difficulties-particularly 
in West Mrica, where there are thirteen AOS countries, 
five non-associated countries and a number of relatively 
small dependent enclaves. Among the non-associated 
c1;mntries, the two most important-Nigeria and 
Ghana-have no common border with each other or 
with the other three non-associated countries, whilst 
the seaports that could best service vast portions of 
associated Upper Volta, Niger and even Mali and Chad 
are located in non-associated countries. Similarly, 
migrant labour from the land-locked countries seek 
jobs, to a large extent, in the non-associated coastal 
countries. Although less intricate, the picture in Central 
Mrica is, in some ways, similar to that in West Mrica 
-Rwanda and Burundi [and even the eastern provin
ces of Congo (Leopoldville )] depending heavily on 
transport links and the labour markets of non-associ
ated East Mrica. 

82. An important practical aspect of the problem 
is connected with the peculiarities of customs admini
stration in most parts of Mrica, where it is virtually 
impossible to control land borders effectively and even 
small differences in prices provoke substantial smug
gling, generally of imported consumer goods. In these 
conditions, the non-participation of even a single 
seaboard country in a customs union formed in a sub
region would make industrialization very difficult if not 
impossible, since this country could make a consider
able profit from illegally re-exporting to the customs 
union goods competing with the latter's infant indus
tries. 

83. The formal dispositions of the Convention 
appear rather unequivocal as regards the participation 
of the AOS in customs unions, etc. Article 7 provides 
for most-favoured-nation treatment for the Six (apart 
from frontier trade), with the exception of customs 
unions and free trade areas among AOS, which are ex
plicitly permitted by Article 8. Article 9 permits customs 
unions and free trade areas that include non-associated 
countries " in so far as they neither are nor prove to be 
incompatible with the principles and provisions of the 
said Convention ". Thus, Article 7 would strictly make 
it impossible to establish a genuine customs union, 
that is, one that also discriminates against the Six. 

84. On the other hand, the existence of Article 9 
indicates the desire of the contracting parties not to 
prevent economic co-operation between Mrican 
associated and non-associated States. 284 This suggests 

"' "It seems reasonable that provision should have been made 
for the possibility of the associated States maintaining or establishing 
customs unions or free trade areas among themselves or with third 
States. The two articles reflect a general trend in world economic 
co-operation, of which the European Community is the most typical 
example. They make it quite clear that association in no way hampers 
the endeavours towards unification in Africa. a 

"Economic groupings already exist in Africa; the membership of 
the associated States in groupings has never interfered in the slightest 
with the smooth functioning of association. On the contrary, there 
is every reason to hope that an intensification of economic co
operation among the associated States or between one or more 
associated States and third States will enhance the beneficial effects 
of association." 
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the possibility of interpreting the Convention in a less 
literal sense, by reference to general principles such as 
those included in Article I. 285 In practice, this question 
could only be resolved by submitting to the Council of 
Association an actual test case that involved dis
crimination against the EEC as a group.286 

2. THE MEDITERRANEAN REGION 

85. In this section, the Mediterranean region is 
defined to include all countries bordering upon the 
Mediterranean. For practical reasons, however, Yugo
slavia and Albania will not be considered in this 
context and only the position of other non-EEC 
members in the region will be discussed.287 

86. These countries are studied as a group for three 
reasons. Firstly, they export, particularly in the case of 
the EEC market, substantially the same range of 
products. It can be seen from Table IV-6 that varia
tions in export structures from one country to another 
are quite substantial but that for each product taken 
individually several countries are important suppliers 
to the EEC. In the second place, several countries of 
this region have either bilateral links with one of the 
EEC countries-Algeria, Morocco and Tunisia with 
France, Libya with Italy, while others-Greece and 
Turkey-concluded or seek to conclude some kind of 
association with the EEC. Finally, with a few excep
tions, all countries of the region are heavily dependent 
on the EEC market for their exports, irrespective of 
special links. The exceptions are the Lebanon, Egypt 
and Syria, with roughly only 10, 15 and 20 per cent of 
exports respectively going to EEC-although even 
these countries are potentially more dependent on the 
expansion of their exports to the EEC than the present 
figures would indicate. 

87. Although EFTA and especially the United 
Kingdom also constitute an important market for 
certain products exported by some of these countries, 
in most instances this market does not provide an 
alternative outlet for exports to EEC since the United 
Kingdom either is not an important importer of the 
commodities (as in the case of olive oil, Wine, cork, 
etc.) or is traditionally supplied by other countries 
generally belonging to the Commonwealth (tobacco, 
citrus fruit, etc.).288 

a "See also article 30 of the Convention, under which the associated States 
may, in the matter of establishment rights, grant preferential rights to the 
nationals of third States in cases where regional agreements are concerned." 

'" Mr. Gaston Thorn's report on the Convention, presented on be
half of the Commission for the ,Co-operation with Developing Coun· 
tries of the European Parliament (document 65, 13 September 1963). 
For a more detailed examination of the problem from an African 
point of view, see UNECA "Background Paper on the Establishment 
of an African Common Market" (E/CN.14/STC.20}. 

,., A statement to this effect was made by the EEC observer at the 
second session of the ECA Standing Committee on Trade (see 
E/CN.14/STC.33, para. 25). 

• ., Only 12 per cent of Yugoslav exports to the EEC consist of 
products listed in Table IV ·6. 

"' The most important exception to this latter statement is Spain 
(see below}. On the other hand Portugal, which though a non
Mediterranean country has a similar commodity pattern of trade, 
exports mainly to the United Kingdom and therefore is not con
sidered here. 
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88. It was shown above that the market prospects 
for temperate zone agricultural products, which account 
for a very substantial part of the exports from the 
region, vary widely from one commodity to another.289 

For this reason, Mediterranean countries can find 
themselves competing for an essentially stagnating 
market or in conflict for the additional imports 
absorbed by a dynamic market. In both cases, however, 
EEC commercial policies will play a decisive role in 
determining the geographical and commodity pattern 
of imports from the Mediterranean region. The region 
is an important supplier of EEC; for the commodities 
selected in Table IV-6, it provides more than one
third of total EEC imports from third countries, 
whilst for seven commodities it exceeds 50 per cent. 

89. It should be noted that this breakdown is not 
sufficiently detailed to identify specific types of 
commodities which, within a given total, have a 
special importance for the Mediterranean region. Thus, 
for instance, Mediterranean wheat accounts for only a 
small share of EEC imports from third countries, but 
it constitutes a somewhat higher share of hard wheat 
imports. Similarly, the area is a predominant supplier 
of certain varieties such as tomatoes and grapes, 
within the vegetable and the other fresh fruit groups 
and similarly in the case of tobacco, where Greece and 
Turkey together with Yugoslavia and Bulgaria are 
almost exclusive suppliers of oriental leaf. 

90. Israel, Lebanon and Libya apart, in each of the 
countries the 15 listed commodities account for more 
than 60 per cent of total exports to the EEC-the 
average being as high as 84 per cent for the last three 
years for which data are available, compared with the 
share of these commodities in total EEC imports, 
13 per cent, or in EEC imports from third countries 
only, 14 per cent. This heavy concentration on a 
relatively small range of commodities would be 
accentuated by the inclusion of certain other items 
which are of importance for a few countries, such as 
esparto grass and lead ore for Algeria, Morocco and 
Tunisia, groundnuts for Libya and copper for Cyprus. 
For quite a number of the commodities in question, the 
EEC is by far the region's largest single market and 
tastes, as well as transport problems, limit the possibi
lities for expanding exports to other markets. 

91. In spite of the importance of the EEC and the 
Mediterranean region for each other, except for a very 
few commodities, none of the countries of the area can 
claim to be the main outside supplier of the EEC, even 
if a more refined classification of products than that 
used in the table is adopted. Consequently, for virtually 
all products the benefit of any non-discriminatory 
tariff concessions would have to be shared with other 
countries of the region, or with other third countries, in 
particular the United States, the Republic of South 
Africa, Australia and, among developing countries, 
Rhodesia and Nyasaland (in the case of tobacco). 

92. Another important consideration is that, for a 
number of products, the countries of the area compete 

"' Chapter III, section 1, subsections i and ii. 

not only with outside suppliers but also with Mediter
ranean countries in the EEC. 290 The importance of this 
competition can be gauged from the shares of intra
trade in total EEC imports, the differences between 
the first and second columns of the table. This share is 
relatively small in the case of dried fruit, tinned fish, 
olive oil, tobacco, phosphates, cotton and cork. At the 
same time, it must be borne in mind that for a number 
of items, Algeria, Morocco, Tunisia and, to some 
extent, Libya traditionally enjoy a privileged position 
on the markets of some EEC countries. The assimila
tion of these privileged flows with intra-trade would 
materially change the picture for wheat, vegetables, 
citrus fruit, tinned fish, olive oil, wine, phosphates, lead 
and cork, some of these commodities in any case 
entering the EEC duty-free. As will be shown later, the 
association of Greece and Turkey will accentuate the 
importance of the privileged trade flows of a number 
of commodities in which other developing countries 
have an important stake. 

93. Thus, for the overwhelming majority of the 
commodities in question, the easiest way of improving 
the export prospects for a given country in the area 
is to grant it preferred access within the framework of 
an association based on the principles of a customs 
union or free trade area. The conclusion of such agree
ments represents, by the same token, a very serious 
threat to other suppliers, actual or potential. Con
versely, the suppression of privileges enjoyed over a 
long period of time by certain bilateral trade flows 
could be a major blow to the countries concerned, 
whilst improving the relative position of other suppliers. 

All these features of Mediterranean countries' 
exports to EEC indicate that it depends on a few very 
highly-competitive markets which could easily be 
disrupted by the EEC institutional arrangements. 
Indeed, such arrangements may virtually compel third 
countries to seek some kind of association or accom
modation with the EEC simply because their competi
tors have already done so. It is against this background 
that the position of individual countries of the area 
will be discussed. 

(i) Greece 

94. The association of Greece with the EEC was 
generally viewed as a test case for similar arrangements 
with developing countries other than former dependent 
territories. 

95. With a per capita GNP of about one-third of 
the EEC average and with roughly one-half of the 
active population engaged in agriculture, Greece is 
clearly far behind the level of development reached by 
the Six. Although Greece is relatively small in terms 
of both population (8,500,000) and GNP (less than 
$4 billion in 1961), her dependency on foreign trade is 
not very high; in 1961, exports were 6 per cent of GNP 
and imports 18 per cent. Services and remittances 
play a very important role in closing this trade gap. 

... However, in the case of tomatoes and some other vegetables. 
there is also competition with the Netherlands. 
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TABLE IV-7 

Direction of Greek foreign trade, 1957 to 1962 

E: Exports 

1958 

I E I 

Total (million dollars) • . 220 524 232 565 

Percentage distribution 
EEC .. 44.2 40.8 42.3 42.6 

Germany 25.8 18.8 20.5 20.3 
France .. 6.8 6.0 12.8 5.4 
Italy 8.2 9.8 6.0 8.8 
Netherlands 2.2 3.0 2.0 4.8 
Belgium-Luxembourg 1.2 3.2 1.0 3.3 

EFTA . . ~ . 14.9 20.0 13.2 18.7 
United Kingdom . 8.9 11.1 7.6 9.9 

United States 13.8 16.3 13.6 13.7 
CMEA ... 12.0 5.8 16.2 7.0 
Yugoslavia 4.0 2.6 4.0 2.4 
Other countries 11.1 14.5 10.7 15.6 

Sources : Greek and OECD statistics. 

96. In the years preceding the negotiation of the 
Treaty of Association, almost 40 per cent of trade, both 
exports and imports, was with the Six. The CMEA 
countries took about 16 per cent of total exports and 
the EFTA countries and the United States about 14 
per cent each. 291 Dependency on the EEC market was, 
however, significantly above average for tobacco, wine 
and fresh fruits other than citrus fruit, and substantially 
below average for raisins and currants, which went 
mainly to the United Kingdom. 

97. Among the EEC countries, western Germany 
is by far the :most important customer of Greece. 
accounting for about one-half of the total Greek 
exports to EEC and even greater shares in the case of 
raisins, fresh fruits, wine and tobacco, which account 
for about three-quarters of Greek exports to western 
Germany. Not only are all these products subject to 
higher duties in the CET than in western Germany, but 
for all of them western Germany constituted a fairly 
open and very dynamic market. This was particularly 
true for tobacco, there being no State monopoly in 
western Germany-or in the Benelux countries. 
Among the main Greek exports, only cotton is not 
bought in large quantities by western Germany, the 
main EEC market being France. Although integration 
between the Six and the Association of the Eighteen 
would, in the short run, have impaired only to a rela
tively limited extent these existing Greek export 

'"As shown in Table IY-7, in 1960 and 1961 there was a significant 
shift away from EEC and towards the CMEA countries. The decline 
in exports to the Six was entirely due to three changes unconnected 
with the EEC integration: the disappearance of the $17 million 
"windfall" exports of wine to France and of $5.6 million tobacco 
exports to Italy recorded in 1958 and a S4 million fall in the value of 
cotton exports to France (see Table IY-8). 

1: Imports 

1959 1960 1961 1962 ---
E I E I E I 

204 

39.5 
20.5 

7.3 
7.4 
3.2 
1.2 

14.3 
9.3 

12.9 
16.5 
5.1 

11.9 

567 203 702 223 714 249 701 

37.9 32.8 33.7 30.5 38.1 35.6 43.3 
19.2 18.5 15.9 18.8 18.0 17.7 18.9 
3.7 4.8 4.6 5.1 6.1 5.3 7.9 
7.0 6.2 5.8 2.8 6.5 8.5 7.7 
4.4 2.5 3.0 2.3 4.3 2.6 4.0 
3.6 0.8 4.4 0.9 3.2 1.5 4.8 

20.2 15.1 16.8 14.1 18.4 18.1 21.1 
11.9 9.5 10.2 7.8 10.6 9.7 11.9 

10.3 13.4 13.5 14.5 11.4 7.7 9.6 
7.8 22.1 8.0 23.4 7.1 20.3 7.8 
2.4 4.5 2.8 5.4 2.7 6.7 1.2 

21.4 12.1 25.2 12.1 22.3 ll.6 17.0 

markets in the EEC, Greece would have been in a 
position where it could hardly benefit from the con
tinued expansion of demand-mainly in western 
Germany-had it not reached some modus vivendi with 
the EEC. 

98. The association between Greece and the 
Common Market entered into force in November 
1962. Its main provisions which will lead to the 
establishment of the customs union in 22 years are 
the following: 292 

(a) Tariffs 

99. There will be successive reductions of 10 per 
cent in the Greek tariff vis-a-vis the Six, leading, in 
principle, to complete abolition over a 12-year period. 
(The first reduction-of 10 per cent-took place im
mediately with the entry into force of the Agreement.) 
However, in recognition of Greece's special position, 
tariff reductions may be spread over a 22-year period 
for certain products listed in Annex 1 of the Associa
tion Agreement, where, in view of levels of existing 
production in Greece, a longer adjustment period 
would be required. For such products the first reduc
tion-of 5 per cent-also took place immediately but, 
after the tenth year, the reductions will be in stages of 
8 per cent, instead of 5 per cent. There will, of course, 
also be a gradual alignment of the Greek tariff to the 
CET where again a distinction is drawn between the 

••• Only the provisions relating to tariffs and quantitative re
strictions are given. Other important provisions are those relating 
to loans from the European Investment Bank of up to Sl25 million, 
to be provided in the first five years and repaid in 25 years. 



TABLE IV-8 

Total Greek exports and exports of selected products by selected areas and countries, 1958, 1959, 1961 and 1962 

(In millions of current do/lars,j.o.b.) 

I 
Total Currants and raisins Citrus fruit Other fresh fruit including dried figs 

Area and country 
of destination 1958 1959 1961 1962 1958 1959 1961 1962 1958 1959 1961 1962 1958 1959 1961 1962 

World ............ 231.8 204.2 223.3 248.6 31.4 29.9 26.8 30.7 5.1 6.0 7.3 8.5 8.6 9.5 9.8 10.6 

EEC ............. 98.0 80.6 68.1 88.6 9.3 9.9 7.8 9.3 0.8 0.3 0.3 0.3 5.2 6.0 6.1 6.2 
Western Germany ...... 47.4 41.8 42.1 44.0 5.2 6.3 4.6 5.6 0.7 0.3 0.2 0.2 4.8 5.5 5.8 6.1 
France ........... 29.8 14.9 11.3 13.2 0.9 0.9 0.7 0.9 - 0.1 0.1 0.3 0.5 0.2 0.1 
Italy . . . . . . . . . . . . 13.9 15.1 7.6 21.2 0.3 0.3 0.3 0.4 - - - 0.1 - -
Netherlands . . . . . . . . . 4.5 6.4 5.2 6.5 2.8 2.4 2.2 2.4 0.1 - /- - - 0.1 -
Belgium-Luxembourg * ••• 2.4 2.4 1.9 3.7 0.1 - - - - - - - - - - -

AOS ............ 0.2 0.2 0.2 0.3 - - - - - - - - - -
EFTA (Finland not included) . . 30.6 29.1 32.2 44.9 15.0 12.9 11.7 14.4 0.2 0.1 0.2 0.7 1.9 1.2 1.3 1.6 

United Kingdom ...... 17.7 19.0 17.4 24.2 13.4 11.9 10.8 13.4 - - 0.1 0.6 0.4 0.6 0.9 

United States . . . . . . . . . 31.5 26.3 32.4 19.2 0.2 - - - - - - 0.5 0.3 0.4 0.6 
CMEA ............ 37.6 33.6 52.3 50.4 4.3 3.1 5.1 3.7 3.5 4.0 5.4 5.8 0.5 0.2 0.4 0.6 
Yugoslavia . . . . . . . . . . 9.2 10.4 12.0 16.5 0.3 0.3 0.8 0.4 0.6 0.6 1.3 1.5 - - 0.2 -
Other countries . . . . . . . . 24.7 24.0 26.1 28.7 2.3 3.7 1.4 2.9 - 1.0 0.1 0.2 0.5 1.8 1.4 1.6 

Wine Other foodstuffs Raw tobacco Cotton Other products (Rest of SITU Section 0) 

1958 1959 1961 1962 1958 1959 1961 1962 1958 1959 1961 1962 1958 1959 196/ 1962 1958 1959 1961 1962 

World ............ 18.3 1.6 2.4 2.9 9.4 16.3 10.5 15.9 84.1 68.4 82.9 71.4 25.4 26.3 24.3 40.9 49.5 46.2 59.3 67.7 

EEC ............. 17.0 0.9 1.0 1.8 1.3 3.8 2.0 3.9 38.1 31.5 26.3 34.6 9.7 11.6 5.4 11.0 16.6 16.6 19.2 21.5 
Western Germany . . . . . . 1.6 0.7 0.6 1.3 0.3 0.8 0.5 0.8 25.0 19.8 19.9 19.5 0.7 1.0 0.7 1.0 9.1 7.4 9.8 9.5 
France ........... 15.2 - 0.2 0.1 0.2 0.2 0.1 0.6 5.1 5.4 4.7 5.3 6.4 5.9 2.3 3.0 1.7 2.0 3.0 3.1 
Italy . . . . . . . . . . - - - 0.2 0.7 1.0 1.2 16.5 6.1 4.6 0.1 7.6 2.2 4.3 1.9 5.1 4.5 4.9 4.1 6.3 
Netherlands . . . . . . . . . 0.1 0.1 0.1 0.1 0.1 1.7 0.1 0.7 0.5 0.4 0.5 1.1 0.1 0.1 0.4 0.4 0.8 1.7 1.8 1.8 
Belgium-Luxembourg .... 0.1 0.1 0.1 0.1 - 0.1 0.1 0.2 1.4 1.3 1.1 1.1 0.3 0.3 0.1 1.5 0.5 0.6 0.5 0.8 

AOS " •• 0 0 •••• 0 •• - - - - 0.1 - 0.1 0.1 - - - - - - 0.1 0.2 0.1 0.2 

EFTA (Finland not included) .. 0.5 0.3 0.6 0.5 1.7 4.6 1.9 3.4 5.5 4.3 7.8 8.5 0.5 0.9 0.6 5.0 5.3 4.8 8.1 10.8 
United Kingdom ••• 0 •• - 0.1 1.5 4.0 1.7 2.8 - 0.2 0.2 0.3 0.4 0.1 0.3 1.1 1.8 2.4 3.7 5.6 

United States . ....... 0.2 0.1 0.2 0.2 1.1 1.5 1.4 1.6 23.5 19.4 25.2 9.5 - - - - 6.0 5.0 5.2 7.3 
CMEA .•.......... 0.3 0.6 0.3 2.4 2.8 2.5 3.5 12.3 9.7 16.7 12.0 5.3 7.1 10.9 14.8 9.0 6.7 10.7 9.7 
Yugoslavia . . . . . . . . . . 0.2 - - - - 0.4 0.2 0.3 - - 1.3 4.2 3.9 6.0 8.0 3.9 5.2 3.5 5.0 
Other countries . . . . . . . . 0.1 0.3 - 0.1 2.8 3.2 2.4 3.1 4.7 3.5 6.9 5.5 5.7 2.8 1.4 2.1 8.6 7.7 12.5 13.2 

-~ 

Sources: For 1958..1959, direct information from EEC Statistical Office; for 1961-1962, OECD Statistical Bulletin-Foreign Trade-Series C. and Greek national statistics. 
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products enjoying a longer period of protection and 
others.293 

100. For their part, with the entry into force of the 
Agreement, the Six immediately accorded to Greek 
industrial and agricultural products the reductions they 
had so far granted each other and Greece is to be in
cluded in the further reductions of intra-Community 
tariffs based on the accelerated time-table. Greek cus
toms duties of a fiscal nature are also to be abolished 
but may be replaced by internal taxes. In any case, 
where this would create serious difficulties, the duty 
may be retained for six years.294 

101. In addition to the 22-year period applicable 
to some products, tariffs may be reimposed, increased, 
or introduced for other products (during the 22-year 
period) to encourage new processing industries, pro
vided that: 

(i) The activity made its appearance after the 
association; 

(ii) It is productive, in the sense that it is likely to 
lead to a substantial increase in production and 
employment, or to a marked improvement in 
the balance of payments; 

(iii) It does not involve products covered by Annex I 
of the Association; 

(iv) No individual tariff exceeds 25 per cent ad 
valorem; 

(v) The tariffs do not affect more than 10 per cent 
of the 1958 value of Greece's imports from the 
Six; 

(vi) The measures are withdrawn after not more 
than nine years. 

102. However, the Council of Association is em
powered to derogate from these conditions and Greece 
is allowed to substitute quotas-of not less than 
60 per cent of the previous year's imports from the 
Six-for tariff protection. 

(b) Quantitative restrictions 

103. For products not liberalized under a con
solidated list, 295 quotas for imports into Greece 
were equated to imports from the Six in the first year 
of association (or to at least 7 per cent of the total 
imports of a product) and, as from the fourth year of 
association, they will be progressively enlarged over a 

••• On the average, the present Greek tariff is higher than the 
CET. Where the difference in rates of duty is not more than 15 per 
cent, the alignment will be effected in one fell swoop after three 
years of association, and where it exceeds 15 per cent it will be 
spread over the twelve years, again after a three-year waiting period. 
For Annex 1 products, the adjustments are a 20 per cent reduction 
after eight years regardless of the gap between the Greek tariff 
and the CET, and then, respectively, complete abolition of another 
five years where the gap is less than 15 per cent, and gradual abolition 
over three stages for the other products. 

••• Authorization for this had to be sought in the first two months 
of the Association's existence. 

"' Greece had to consolidate, immediately, the liberalization of 
60 per cent of private imports, and to agree to raise this figure to 
75 and 80 per cent within five and ten years, respectively. 
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22-year period by lO per cent per annum and, by at 
least 20 per cent every 18 months after the eleventh 
year. On the other hand, the Six will apply the same 
rate of abolition of quantitative restrictions to Greece 
as between themselves, that is with immediate effect in 
the case of industrial products. 

(c) Special arrangements for agriculture 

104. In principle-and failing an earlier agreement 
on the harmonization of Greek and EEC agricultural 
policies-Greek tariff reductions and the abolition of 
quotas for agricultural produce may be spread out over 
not more than 22 years.296 But it is intended that 
arrangements, covering products for which a common 
agricultural policy for the Six is adopted, should be 
made within one or two years of association between 
Greece and the EEC. These arrangements also depend 
on Greece's readiness to accept the harmonization of 
policies, and pending a declaration to that effect, both 
parties will proceed gradually to eliminate the tariffs 
and quantitative restrictions on products in Annex III 
(i.e., products for which Greece is normally an ex
porter) along the lines described above, i.e. more 
rapidly in the EEC than in Greece. In the case of 
products that are not normally exported from Greece, 
both parties in the meantime undertake not to in
troduce duties, raise tariffs or (for liberalized pro
ducts) introduce new quotas. However, for meat, 
dairy produce, sugar and a number of other items, 
Greece has nevertheless undertaken to apply the pro
gressive reduction of duties and the expansion of 
quotas-in accordance with the 22-year time-table
for up to ten years, if the harmonization of policies has 
not yet been achieved. 2117 

105. It must be emphasized, however, that the 
provisions for agriculture-as for the rest of the Agree
ment-are complicated and considerable latitude has 
been left for their modification and interpretation in the 
light of experience. Furthermore, the harmonization 
of policies is obligatory only after 22 years and during 
this time both parties may, pending such harmoniza
tion, ensure the maintenance of minimum prices by 
a temporary ban on imports or by admitting imports 
only if their price is not below the minimum price 
(exclusive of duty). 

106. Of much more practical importance than the 
general regime are the special arrangements made for 
certain exports from Greece where, on the one hand, 
the interests of EEC members (especially Italy) have 
had to be taken into consideration and, on the other, a 
common system has not yet been determined or State 
monopolies are involved. The products in question are 
tobacco, citrus fruits, grapes and peaches, currants and 
sultanas, colophony and turpentine, which account for 
about one-half of total current exports of Greece to 

... Twelve years in the case of Greek export products; see Annex Ill 
of the Association Agreement. 

"' There are no rigid arrangements for the latter period. For ham, 
cheese and butter, the schedule of reduction is faster than that 
generally provided for in the 22-year time-table. 
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the Six. For tobacco, existing intra-Community duties 
were immediately reduced by 50 per cent and are to be 
completely abolished by 1967 and since the CET on 
tobacco is one of the highest, Greece should enjoy an 
important advantage over non-associated exporters of 
oriental tobacco. However, the quantities to be pur
chased during the transition period by the French and 
Italian tobacco monopolies are limited: imports of 
Greek tobacco into France in the first year of the 
Agreement are to be 10 per cent higher than the average 
for 1957-1959, and thereafter will be raised, propor
tionately, above these minima if Greece succeeds in 
exporting more than the 1957-1959 volume to the 
other EEC countries.298 Italian imports from Greece, 
in the first five years, must be at least 60 per cent of the 
total imports of oriental tobacco and in any event have 
a minimum annual value of $2.8 million; thereafter 
Italy will be free either to adopt the French rule or to 
continue the arrangement applicable to the first five 
years. 

107. For citrus fruits, grapes and peaches, Greece 
will enjoy the advantages of the ultimate common 
tariff and of the gradual abolition of individual mem
ber tariffs, and stands to gain, in particular, from the 
higher external tariffs applied to oranges and grapes 
at peak seasons. However, certain limits may be set to 
EEC imports from Greece; quotas were fixed for the 
first year 299 and are then to be enlarged by 20 per cent 
annually for the next four years and by a yet undeter
mined annual percentage thereafter. Only if imports 
exceed these amounts and also involve other mem
bers-in practice Italy-in serious difficulties, can the 
Community take the necessary action.300 

108. Arrangements for wine originally provided 
that the facilities extended by the Benelux countries to 
France, Italy and western Gern1any should also be 
applicable to Greece. Originally western Germany was 
to apply intra-EEC duties only on quotas of 65,000 hl 
of table wine and 100,000 hl of wine used for mixing 
and other industrial purposes, but by a subsequent 
decision of the Council of Association, wine imports 
to western Germany will be unlimited and, after the 
quota of 65,000 hl is filled, subject to a duty between 
that levied on third countries and that applicable to 
imports from other EEC countries-that is, 31 DM 
per hlas against 40 and 22 DM, respectively.301 Further
more, Italy and France opened quotas of 2000 and 
5000 hl respectively for high quality wines, whilst 
Samos wine already enjoyed Community treatment on 
the French market. The customs duty to be levied on 
the quotas granted by these two countries has also 

'" If Greece is unable to harmonize her tobacco policy with the 
ultimate common policy of EEC by the end of the 22-year period, 
she will be guaranteed an export level equal to that reached at that 
time. 

'"These are: 22,000 tons for citrus fruit, 15,000 tons for table 
grapes and 40,000 tons for peaches. 

••• If, on the other hand, Greece encounters serious difficulties in 
third markets (for example, centrally-planned economies), the 
Council of Association may increase the quotas. 

••• Commercial Bank of Greece, Economic Bulletin, Athens, July
September 1963, pp. 22-23. 

been fixed at a level halfway between the intra-Com
munity tariff and the common tariff towards third 
countries. 

109. For currants and sultanas, the Agreement 
provided for an immediate reduction of intra-Com
munity tariffs by 50 per cent and an immediate first 
alignment to the CET, as well as for the complete sup
pression of internal tariffs and the full application of 
the CET at the end of the sixth year of association. 
In fact, the Council of the EEC decided on 30 July 1963 
to reduce intra-Community tariffs by 70 per cent on 
1 October 1963, by 80 per cent on 1 January 1965, and 
by 90 per cent on l January 1966; total abolition 
will take place by the end of 1967, i.e., before the 
date provided for in the Agreement. Moreover, on 
1 October 1963 there was a second alignment of 
national tariffs to the CET. 

110. For tobacco, currants, olives, colophony and 
turpentine spirit the Six have undertaken not to alter 
the CET in the first twelve years of association by more 
than 20 per cent of the October 1960 rate. 

(d) Long-term effects of the Association 

111. The association of Greece responds not only 
to a desire to preserve its existing export markets in the 
EEC and to participate in the expected expansion of 
EEC demand for traditional Greek exports, but also 
to more dynamic considerations. 

112. · The immediate significance of the reduction 
of EEC duties on manufactures is relatively limited, 
since at present it affects only a very small range of 
commodities, accounting for a low share of Greek 
exports to the EEC. These include fur skins, tanned or 
dressed ($2 to 3 million of these being exported to 
EEC in 1962), cotton yarns and cotton textiles (exports 
of $100,000) and minute quantities of woollen textiles 
and a few other manufactured consumer goods. 
Altogether, Greece exported around $2.7 million of 
manufactured goods to the EEC in 1962 and, for these 
products, other countries, particularly in eastern 
Europe (including Yugoslavia) and some developing 
countries, were more important markets. 

113. The Association is expected to facilitate the 
gradual expansion of exports of manufactures to the 
EEC not only by eliminating tariffs and quantitative 
restrictions, but also by stimulating industrial invest
ments that would bring to Greece the "know-how" 
and business connexions necessary for the development 
of efficient export industries. Full reciprocity in the 
elimination of tariffs and quantitative restrictions 
would have been fatal for Greek industry, which is 
largely based on a protected home market. The adop
tion of a highly flexible set of escape clauses and modi
fications to the general rules of the customs union, in 
order to accommodate differences in the levels of de
velopment, has become the most original feature of the 
Agreement of Association. 

114. Greece has a sizable import surplus in food 
and live animals, though the EEC supplies only about 
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one-eighth of the food imports while taking almost 
one-third of the food exports.302 Although total Greek 
food imports are small by EEC standards the opening 
of this market to EEC exports has, at least, some 
potential significance and constitutes part of the quid 
pro quo in the Association. Nevertheless, an associa
tion based on immediate full reciprocity would have 
exposed the Greek economy to undue pressures not 
only in industry, but also in agriculture where the 
rather vulnerable live-stock and dairy sector could 
have been seriously affected and the application of the 
common agricultural policy for wheat would also have 
raised some problems. 

(ii) Turkey 

115. The Agreement for an association between 
Turkey and the EEC, although negotiated parallel with 
the Greek Association, was signed only on 12 Septem
ber 1963. It provides for the establishment of a customs 
union in three phases: a preparatory phase; a transi
tional phase; and a final phase. 

116. The purpose of the preparatory phase is to 
enable the Turkish economy to enter into the lengthy 
and difficult adjustment process necessary for the 
creation of a customs union with much more highly
developed countries. This phase will last, in principle, 
for five years, but provision is made for a possible 
prolongation up to nine years. The unilateral tariff con
cessions granted by the EEC to Turkey are embodied 
in a provisional protocol valid for at least four years. 
This protocol will be replaced eventually by an ad
ditional protocol to be agreed upon by the Council of 
Association. The Six shall apply to imports of Turkish 
origin the following annual tariff quotas: 303 

(a) Unmanufactured tobacco, tobacco waste: 
12,500 tons. 

(b) Raisins: 30,000 tons. For these two products, the 
Six will apply, within the limits of the quotas, the 
same customs duty as applied to Greece. 

(c) Dried figs: 13,000 tons. On this item, the EEC 
countries will apply, within the limits of the quotas, 
one-half of the tariff reductions granted to each other, 
until the final alignment of the national duties to the 
CET. If the provisional protocol is still in force at that 
time, the Community will take the necessary measures 
in order to preserve for Turkey commercial advantages 
equivalent to the above. 

(d) Hazel-nuts: 17,000 tons. Within the limits of 
this quota, the Six apply a duty of 2.5 per cent. 
Moreover, they will abolish immediately the duties on 
this item within the EEC and apply the CET. 

••• Greek trade in food and live animals (SITC Section 0), annual 
average 1959-1961: Total imports: $79.9 million, of which EEC: 
$10.9 million; total exports: $56 million, of which EEC: $16.6 million. 
Source : OECD Trade Statistics. 

••• On the basis of 1961 Turkish trade statistics, these quotas 
would have affected 35 per cent of total Turkish exports to EEC, 
i.e., some $43 million f.o.b., equivalent to roughly 12 per cent of 
total Turkish exports. 
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117. It should be noted that, inJfact, the quotas 
given in the protocol are national quotas and not Com
munity quotas (Italy has no quotas whatever for dried 
figs and hazel-nuts). Mter the final alignment of the 
national tariffs of the Six to the CET for the above 
products, the Community will each year grant tariff 
quotas to Turkey, equivalent to the sum of the national 
quotas valid at that date. This procedure will also be 
adopted for hazel-nuts at the same time as for the 
other three products. The above tariff quotas may be 
increased by unanimous decision of the Council of 
Association as from the second year after the entry 
into force of the Agreement. 

118. Loans amounting to $175 million will be 
granted during the preparatory phase by the European 
Investment Bank to the Turkish Government or to 
Turkish enterprises under government guarantee, for 
financing projects to improve the efficiency of the 
Turkish economy, to facilitate the implementation of 
the Agreement of Association or for projects which 
come within the framework of the Development Plan. 
Also the problem of the migration of labour from 
Turkey to the EEC will be studied during the prepara
tory period. 

ll9. Only the general outlines of the measures to 
be taken during the transitional phase are set out in 
the Agreement. During this phase, which is not to 
exceed twelve years, a customs union will be progres
sively established between Turkey and the Community 
and a certain harmonization of their respective eco
nomic policies will also take place. In principle, the 
customs union will apply to all products except those 
covered by the European Coal and Steel Community 
and its common external tariff will be that of the EEC. 
The free movement of labour will be gradually in
troduced and restrictions on establishment rights and 
services abolished. The provisions of the Rome 
Treaty for transport will be adapted for Turkey, due 
regard being paid to its geographical situation, while 
those relating to competition, fiscal measures and the 
harmonization of legislation, shall be applied to the 
Association. The contracting parties are to consult 
each other in order to facilitate capital movements 
that may contribute to the economic development of 
Turkey and to co-ordinate their commercial policies 
towards third countries. 

120. The final phase will comprise the consolida
tion of the customs union and will require a further 
co-ordination of the economic policies of the con
tracting parties. It may also open the door for the full 
membership of Turkey in the EEC. 

121. It can be seen that Turkey has undertaken no 
specific commitments for the time being and will 
simply be a beneficiary of tariff concessions and loans 
during the preparatory phase. Also, Turkey has con
served the right to decide at the end of this phase 
whether the Association should enter the transitional 
phase and only then are the terms for the transitional 
phase to be negotiated. It could be argued that the 
Agreement provides for limited preferential tariff 
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treatment for Turkey on a non-reciprocal basis, on the 
understanding of an eventual establishment of a cus
toms union between the Six and Turkey. This would 
imply a rather flexible interpretation of the GATT 
rules. However, at least during the preparatory phase, 
Turkey has no legal means of influencing the policies 
of the Six, even those affecting trade relations of the 
EEC with direct competitors of Turkey. All these fea
tures of the Turkish Agreement are, of course, radically 
different from those of the Greek Agreement and the 
vagueness and the intentionally flexible nature of the 
Agreement with Turkey made it possible to dispense 
with the highly-complicated apparatus of exceptions 
and escape clauses which characterized the Greek 
Treaty. 

(iii) The incidence of the agreements with Greece and 
Turkey on trade flows 

122. The immediate effects of the agreements with 
Greece and Turkey on the relative position of these 
two countries on the EEC market are essentially de
termined by the special measures taken for a certain 
number of agricultural products. Thus, in the case of 
wine the west German tariff quota of 165,000 hi is 
much higher than imports from Greece, which were 
around 100,000 hi in 1962. In addition, the Italian 
quota represents a net gain, since Italy has not pre
viously imported any wine from Greece. Greek 
exporters also hope to build up a permanent and 
growing outlet in France, partly displacing Algerian 
exports. 

123. Greece and Turkey are directly competing on 
the EEC tobacco market and the arrangements made 
in the framework of their association are of vital im
portance for both of them. Imports of oriental tobacco 
into the EEC market stagnated between 1958 and 1961, 
but underwent a considerable expansion in 1962. It is 
rather difficult to assess whether this recovery was the 
consequence of changes in supply or of demand. It 
should be noted, however, that the commitment of the 
French tobacco monopoly to take imports of Greek 
tobacco equal to the average level attained in 1957-
1959 (adjusted for increases in west German and 
Benelux imports) would not have involved a rise above 
the 1962 actual level, whereas the Italian monopoly 
would have had to import, in 1962, $11 million of 
Greek tobacco compared with actual imports of only 
$5.4 million, if the Agreement had become operative 
that year. Thus, this protocol would have had a very 
considerable effect on Greece's exports had it not been 
subsequently counteracted by the protocol of the 
Treaty with Turkey. Table IV-9 compares the Turkish 
tariff quotas with actual EEC imports from Turkey. 
It appears that these quotas correspond roughly to 
average imports, except in the year 1962, when there 
were exceptionally high Italian and west German im
ports from Turkey. However, the practical significance 
of these tariff quotas is limited to the countries having 
free trade in tobacco, since the French and Italian 
monopolies do not give any commitment to purchase 

Turkish tobacco as they did for Greek tobacco. Dried 
raisins and currants, dried figs and hazel-nuts are 
similarly placed because the Turkish tariff quotas are 
systematically lower than actual EEC imports from 
Turkey. In short, Turkey will find itself, despite the 
protocol, in a slightly worse position than Greece. 

124. The acceleration of internal EEC tariff reduc
tions for currants, described above, will mainly benefit 
Greece since it is extended to Turkey only within the 
limits of the tariff quotas. This decision also coun
teracts, to some extent, the trade agreement with Iran 
(see below), which led to a reduction of the CET on 
currants. However, its main impact will be felt by the 
remaining suppliers of EEC, who are likely to suffer 
even if total imports show an increase. 

125. The quotas for fresh fruits, for the first year, 
allow for a large expansion of Greek exports since, in 
the case of citrus fruits, the quota is almost ten times 
as high as recent actual imports from Greece and, 
similarly, in the case of table grapes and peaches actual 
imports were significantly below the quotas. The sub
sequent increases in these quotas, if taken up by 
Greece, could bring about a shift in the pattern of 
supplies, although even at the end of the fifth year the 
citrus fruit quota would account only for a fraction of 
total EEC imports from third countries and the grape 
quota for some two-fifths of the 1962 total EEC im
ports from third countries, compared with the existing 
share of 14 per cent. In all these instances, of course, 
much depends on the supply position in Greece. 

(iv) The Eastern Mediterranean 

126. The United Arab Republic (Egypt) exports to 
the EEC mainly cotton and cotton products and is, 
therefore, not directly affected by the CET or by the 
common agricultural policies.304 Nevertheless, this 
country has reasonably good prospects for developing 
its exports of some vegetables-mainly the early 
varieties-and fruits, for which the obvious market 
would be western Europe. Some progress has already 
been made in this direction, but there is a chance that, 
as a newcomer on the EEC market, this country would 
be particularly handicapped in its export promotion by 
the competition of preferred suppliers. Similar con
siderations also apply to the three other potential 
newcomers to the EEC early vegetable and fruit 
market: Syria, Cyprus and Lebanon. 

127. Cyprus is the only Mediterranean country 
enjoying Commonwealth preferences and, conse
quently, most of its exports of agricultural products 
(carubs, citrus fruit, early potatoes and wine) are 
shipped to the United Kingdom. On the other hand, 
mining products (principally copper and iron ore), 
which account for some 55 per cent of total exports, 
are marketed all over western Europe, an important 
proportion being sold to the EEC and more parti-

'"The values in Table IV-6 include only ginned cotton. The 
addition of cottonseed, cottonseed oil and cottonseed cakes would 
increase, very substantially, the share of the products covered. 
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TABLE IV-9 

EEC imports and tarift's quotas granted to Turkey 
(In thousands of tons) 

Tobacco 
Imports from Turkey Total 

Turkish imports 
1957-59 tariff (1960-62 
average 1960 1961 1962 quotas average) 

B.L.E.U. 0.75 0.7 0.8 1.1 1.25 1.3 
Western Germany 0.53 5.4 5.6 9.4 6.60 9.9 
France 8.87 1.6 4.9 2.3 2.55 12.5 
Italy 1.53 1.6 1.9 11.8 1.50 
Netherlands . 1.40 0.3 0.4 0.3 0.60 0.7 

TOTAL EEC 13.08 9.7 13.6 25.0 12.50 24.4 

Source: EEC Trade Statistics. 

cularly to western Germany. In view of this, the group
ings are unlikely to have any immediate impact on 
Cyprus's exports, although the prospects for any future 
entry to the EEC markets for Mediterranean products 
are rather poor. 

(v) Israel 

128. The case of Israel is rather unique, not only 
among the Mediterranean countries, but also among 
those third countries that have sought some kind of 
special link with the EEC. While Israel can be classified 
as a developing country because of its exceptionally 
rapid population growth and heavy dependence on 
foreign grants and loans, the structure of its exports, 
as well as the size of the per capita national income, 
warrants its inclusion among the developed nations. 

129. Israel's exports to the EEC fall clearly into 
two categories: the typical Mediterranean products 
and semi-manufactures and manufactures. The first 
category accounts for only 30 per cent of Israel's 
exports to the EEC, a lower share than for practically 
any other Mediterranean country. For these products, 
the conclusion of a trade agreement with EEC (fol
lowing the example of Iran) is not practicable for 
Israel since it is not a major EEC supplier and, as a 
GATT member, it will in any case benefit from auto
nomous tariff reductions extended to other countries. 
As far as manufactures are concerned, there may be a 
possibility of some tariffs of special interest to Israel 
being reduced but this would affect only a small frac
tion of Israel's trade with the EEC. For the rest, 
Israel's main endeavour would be to obtain treatment 
as a developing country, in order to benefit from a 
relatively liberal regime, particularly in the case of 
labour-intensive manufactures-vitally important ex
ports for a densely populated but small country. 

(vi) Tunisia and Morocco 

130. Tunisia and Morocco are not associated with 
the EEC, but the special treatment accorded to their 

Dried figs Hazelnllls Raisins 
of Turkish Total of Turkish Total of Turkish 

which tariff imports which tariff Imports which tariff 
from quotas (1960-62 from quotas (1960-62 from quotas 

Turkey (t.) average) Turkey (t.) average) Turkey (t.) 

0.1 840 1.8 0.9 540 5.4 3.7 3 250 
5.1 5 000 29.5 18.3 14500 46.5 11.5 9 750 
8.0 7 000 5.0 1.9 1 250 8.9 3.0 2800 

10.4 8.9 7 700 
0.2 160 1.7 1.2 710 21.4 7.4 6 500 

15.4 13 000 38.0 22.3 17000 92.6 34.5 3 000 

exports to France is endorsed by the Rome Treaty.305 

Whilst tariff quotas are opened by France unilaterally 
to Morocco,306 Tunisia concluded, in 1959, a trade 
agreement with France which replaced the previously 
existing customs union and provided for tariff exemp
tions (with some quotas) on the French side and pre
ferences on the Tunisian.307 The main feature of these 
arrangements is that for most of the products con
cerned Tunisia and Morocco, together with Algeria, 
supply the major part of the import needs of France, 
whereas imports from third countries are erratic and 
those from other EEC countries (in practice mainly 
Italy) more regular but fairly small (see Table IV-10). 

131. The outlook for both Tunisian and Moroccan 
exports depends largely on the compatibility of some 
of these bilateral arrangements with the common 

"' See Chapter II, para. 66. 
""The tariff' quotas granted by France to Morocco were first 

fixed in 1948 and have remained substantially unchanged since. 
The following table compares the main quotas opened in the 1962/63 
quota year (I June-31 May) with the corresponding actual imports: 

Vegetables (including tomatoes) . • 
Potatoes •.•• 
Citrus fruit • • • 
Citrus fruit juice. • 
Wine and must • • 
Tinned sardines • . • 
Agglomerated cork . 

a Thousand hectolitres. 

Quota Imports 
(in thousand tons) 

150.0 
33.0 

220.0 
100.0" 

1 080.0" 
12.0 
4.0 

98.2 
70.5 

167.0 
36.40 

1 080.0" 
12.0 

1.3 

Source : Direct communication by the French Government. 

••• Partly on account of these quotas and partly because of the 
frequency of zero duties, 90 to 95 per cent of total imports from 
Morocco enter duty·free into France. The Moroccan quid pro quo 
consists of a more favourable application of quantitative restrictions 
on imports from France. 

The Tunisia-France trade agreement provided for tariff' quotas 
only in the case of fruit juice and wine. Exemption from customs 
duties was granted for a large number of other Tunisian products 
such as live animals, fish, cheese, fresh vegetables (other than 
tomatoes), olive oil, etc. Finally, France committed itself to buy 
150,000 tons of hard wheat and 30,000 tons of barley from Tunisia 
at French prices and Tunisia agreed to buy 30,000 tons of soft 
wheat from France, again at French prices. A rough calculation, 
based on 1958 trade statistics, suggests that duty-free entry under 
the new agreement covered two-thirds of French imports from 
Tunisia. 
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TABLE IV-10 

French imports of selected North Mrican products, 1960-1962 

(Quantities in tons and values in thousands of new francs) 

Morocco Algeria EEC Total French imports 

Quantities Values Quantities Values Values Quantities Values Quantities Values 

Tomatoes 101 240 108 608 38 949 35 210 150 291 8 634 8 417 160 899 165 539 
Potatoes . 44466 29038 66526 42 545 2 479 1 709 5 817 2 311 143 623 88149 
Oranges . 139 739 121 307 160034 121 058 22843 17 403 89 51 536 078 376 778 
Other citrus fruits 23 877 29921 73 226 83 551 11492 11550 18 513 12 278 193 009 188 242 
Orange juiee . . . 2658 3 138 1 528 3 088 25 64 4456 6613 
Grape juice and grape must 5 323 2095 3 265 2 793 4373 2451 13 115 7 392 
Grape must in fermentation 2625 1 039 1288 900 301 165 4233 2118 
Wine (Th. hl.) ... . . 909 59 865 13 795 1111 575 1173 89929 17 3420 15 912 1265 851 
Hard wheat . ~ . ~ . . 37 393 17 610 245 210 35 019 377 116 190 808 
Sardines in airtight con-

tainers . . . ~ ~ . . . 11690 46904 1 613 6193 835 2845 17 316 65 733 
Tunny fish and other fish in 

airtight containers 2127 7 673 73 231 1 331 4503 790 2130 11936 46776 
Agglomerated cork . . . 2 218 3 723 805 1222 3 093 5154 

Source: Direction generale des douanes et droits indirects. Statistiques du Commerce exterieur de la France-1960, 1961 and 1962. 

agricultural policy, on the technical possibility of a 
continued isolation of the French market for Tunisian 
and Moroccan exports within the framework of the 
EEC and on the effects of economic integration within 
the Six together with the association of other Mediter
ranean countries. It would seem that the first issue is 
important only in the case of wheat, where the Six 
have already decided that, from the point of view of 
levies, Tunisia and Morocco will have to be treated by 
France as third countries. In itself, this would not 
necessarily have major consequences for Moroccan 
and Tunisian hard wheat exports, since France could 
find other means of compensating for any losses.30B 

Moreover, it appears that the wheat trade with 
Morocco and Tunisia is no longer a largely unilateral 
flow and will become, in the long run, more of a bi
lateral exchange of hard wheat for soft wheat, of which 
France is the major EEC exporter.309 Since, in the case 
of the main agricultural products (other than cereals) 
exported by Tunisia and Morocco, tariffs remain the 
major instrument of the common agricultural policy, 
the protocol permitting duty-free entry into France 
does not raise serious difficulties on this score, although 
it may be necessary to grade the fruits and vegetables. 

"'In 1962, the Tunisian hard wheat exports were already bought 
by France at the world market price, but a subsidy equivalent to the 
excess of French price over the world price was paid to the Tunisian 
Government to permit the modernization of the milling industry. 

m North African wheat trade: 

Quantities in thousand tons, values in national currencies 
Annual averages 

Imports Exports 

Quantity Value Quantity Value 
Tunisia (1957-1961, billion dinars) • • . , 147 4.4 82 3.8 
Morocco (1958-1961, million dirhams) • • 139 46.1 67 29.8 
Algeria (1957-1961, million new Fr. francs) 335 129.5 13" 13.6 

a Including coarse ground wheat and wheat flour (in terms of wheat equiva
lent), exports averaged 85,000 tons during the 19.58·1961 period; no correspond
ing value figures are readily available. 

132. The isolation of the preferential markets is, 
a priori, difficult to accept in a customs union and for 
technical reasons highly unsatisfactory in the case of 
wine. However, there is no reason to suppose that, 
after having functioned without major trouble or 
protestations from other EEC countries for some 
years, it could not continue to do so indefinitely. Thus, 
if the French arrangements are maintained, the major 
problem is the impact of increased competition on the 
French and other EEC markets from EEC supplies
mainly Italy and the Netherlands-or from other 
associated Mediterranean countries. This is of special 
importance in the case of citrus fruit, dried fruit, fresh 
vegetables, wine and olive oil. It should be noted that 
for several of these products, Morocco managed to 
enter, on a significant scale, EEC markets other than 
France; in 1961, out of 278,000 tons of oranges ex
ported to the EEC, France absorbed only 163,000 tons 
and the corresponding figures for vegetables were 
173,000 and 156,000 tons and for wine 105,000 and 
82,000 tons respectively. This was not true for Tunisia, 
where only olive oil exports were sold in significant 
quantities on the non-French EEC market, the im
porter being, paradoxically, Italy, a large producer but 
nevertheless a net importer of olive oil. 

133. The seasonal factor complicates the analysis 
of the EEC vegetable market. On the basis of global 
statistics, it would seem that North African fresh 
tomatoes would compete directly with the Italian, 
Dutch and French product, but, in fact, they are sup
plied much earlier than the main season in Europe, 
which has always been strongly protected by seasonal 
import calendars.310 Nevertheless, it is likely that North 

of fresh tomatoes account for more than four-fifths 
of Moroccan exports of fresh vegetables to the EEC but only one· 
third of Algerian and one-tenth of Tunisian exports. In spite of 
considerable differences in the geographical and seasonal pattern 
of output, the outlook for other kinds of fresh vegetables is not 
fundamentally different from that prevailing for tomatoes. 
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African tomatoes will find it increasingly difficult to 
compete on the German and Belgian market during the 
intermediary period when Italian and Dutch supplies 
are already available. The same situation obtains for 
early potatoes. It should be noted that neither Greece 
nor Turkey are significant exporters of early tomatoes 
and potatoes, although Greece could possibly take 
advantage of her associated status to expand sales of 
these goods. In general, it appears that the CET and 
the seasonal reference prices will reduce the chances of 
an expansion of North Mrican vegetable exports 
during the main European production season, whilst 
leaving ample scope in the very early months of the 
year. 

134. The problem of citrus fruits in general and 
oranges in particular cannot be analysed only with 
reference to North Africa.311 In this case, the monopoly 
of the North African exporters on the French market 
was far from complete, partly because of the French 
commercial policy vis-a-vis Spain and other third 
countries and partly because of supply limitations.312 

Since there are also supply limitations on Italian and 
Greek orange exports, no major upheaval on the EEC 
orange market is expected in the foreseeable future. 
However, the situation would change considerably if 
Spain and/or Israel became associated with the EEC; 
Tunisia has already approached the EEC in an attempt 
to reopen negotiations about future relations. 

(vii) Algeria 

135. The legal position of Algeria remains for the 
time being unsettled. The Six accord-with some 
exceptions in the case of Italy and the Benelux
intra-EEC treatment to Algerian products, and Algeria 
introduced on 1 November 1963 a three-column tariff 
applicable to France, other EEC countries and third 
countries, respectively.* The clarification of Algeria's 
status vis-a-vis the EEC matters much less than the 
future of its trade relations with France, since France 
bought more than four-fifths of the Algerian exports 
and the other EEC countries only about one-twen
tieth. 313 However, a significant part of the flow of 
exports to France was related to the presence of French 
settlers in Algeria and after their departure both the 
future orientation of the Algerian agricultural produc
tion and the continued readiness of France to accept an 
unlimited flow of imports of products (already in 
excess supply domestically) is rather uncertain.314 

m About four-fifths (in value terms) of Moroccan citrus fruit 
exports to the EEC consist of oranges; for Tunisia, the corresponding 
proportion is two-thirds and for Algeria, three-fifths. 

011 For example, Morocco did not take up all the tariff quotas in 
the French market, particularly those for citrus fruits other than 
oranges. 

• According to a more recent agreement between Algeria and 
France, France will no longer enjoy any tariff preference on the 
Algerian market. 

"'The picture would be somewhat modified if account could be 
taken of French re-exports of Algerian produce (mainly wine), 
particularly to other EEC countries. Nevertheless, the order of 
magnitude would hardly be changed. 

au For the reduction of Algerian wine exports to France, see 
Chapter III, para. 41. 
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136. In any event, the future status of Algerian 
exports is bound to have a tremendous importance for 
other Mediterranean countries in view of the con
siderable size of such exports as wine, fresh vegetables, 
citrus fruit and dried fruit to the EEC. Although 
Algerian exports of these products are essentially con
fined to the French market, a substantial reduction in 
their volume would change significantly the market 
balance of the EEC as a whole, to the benefit of associ
ated countries-and even to third countries if they are 
able to step up production sufficiently rapidly. At the 
same time, with the rapid rise in petroleum exports, 
these traditional products have, in the last few years, 
lost much of their relative importance in Algerian 
exports. 

(viii) Libya 

137. In 1961, out of a total of 3.2 billion lire of 
goods imported by Italy from Libya, 1.4 billion were 
subject to special customs treatment, a share that has 
remained virtually unchanged over the last few years.315 

For most products, such as live animals, salted fish, 
fresh tomatoes, dates, barley, olive oil, castor oil, pre
served fish and a few other minor items, the goods 
subject to the special customs regime enter Italy in 
limited quantities, with tariff quotas often unfilled. 
Supply limitations also explain why, with the exception 
of unshelled groundnuts and castor seeds, Libyan 
exporters did not take advantage of the unrestricted 
duty-free entry afforded to oils and oilseeds. In general, 
these arrangements have lost much of their importance 
to Libya's export trade, because of the considerable 
increase in crude oil exports and the lack of any 
systematic attempts to take full advantage of them. 

(ix) Spain 

138. Spain is by far the most important exporter 
among the Mediterranean countries and, after Algeria, 
the most important Mediterranean trading partner of 
the EEC. With GNP per capita estimated to be be~ 
tween $330 and $400, Spain can still be considered as 
a developing country, when account is taken of the fact 
that two-fifths of the population are engaged in 
agricultural activities and that agriculture accounts for 
more than one-half of total exports-although com~ 
prising only about one-quarter of GNP. 

139. The high share of agricultural products and 
more particularly of perishable goods, makes Spanish 
exports extremely vulnerable to changes in market con
ditions in nearby countries. It can be seen from 
Table IV-11 that the EEC is not only absolutely but 
also relatively the most important market for Spanish 
agricultural exports; these exports account for 70 per 
cent of the total Spanish exports to EEC, as against 
some 68 per cent to EFT A and 56 per cent to the world 
as a whole. On the other hand, manufactures, which 
are only of limited importance in total Spanish 

"' The trade flows covered by the bilateral arrangements between 
Libya and Italy can be determined from the annual reports submitted 
by the Italian Government to GATT. 
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TABLE IV-11 

Spanish exports by main commodity groups and areas, 1961-1962 

Percentage share of EEC 
Percentage distribution and EFT A In each 

SJTC Million current dollars by commodity classes commodity class 

code World EEC 

0 Food and live animals . 306.4 141.7 
1 Beverages and tobacco 33.0 6.6 
2 Crude materials except fuels 62.3 34.8 
3 Mineral fuels, lubricants, etc. 43.3 4.0 
4 Animal and vegetable oils and fats 56.6 32.3 
5 Chemicals 35.3 8.8 
6 Manufactured goods 100.3 30.2 
7 Machinery and transport materials 39.5 6.3 
8 Miscellaneous manufactures 39.9 6.8 
9 Non-classified trade . 1.0 0.1 

0-9 ToTAL trade . 717.1 271.4 

Source: OBCD Statistical Bulletins-Foreign Trade Series B. 

exports, account for an even smaller share of exports 
to BBC; EFTA is in an intermediate position. 

140. Spain's major problem is the fate on the EEC 
market, and more particularly on that of western 
Germany, of those agricultural products which com
pete directly either with other EEC supplies or with 
those-actual or potential-from EEC associates. 
Looking at individual commodities, the picture is 
somewhat mitigated by the fact that for items such as 
high quality wines, vegetables and fresh fruits other 
than citrus fruits, the EFTA market-and more parti
cularly the United Kingdom market-appears to be of 
particular importance (see Table IV-12). Olive oil 
exports are taken mainly by Italy to cover the latter's 
recurrent deficit, a situation which is unlikely to change 
substantially with the implementation of the common 
olive oil policy. 

141. The situation appears to be delicate for citrus 
fruits, and more particularly for oranges, where the 
common external tariff will introduce a drastic change 
on the all-important west German market-hitherto a 
low tariff one. As already noted, changes in trade flows 
are unlikely to be drastic in the short run, but it is also 
vital for Spain to remain unhandicapped on such a 
rapidly expanding market. For Spanish exports of 
early vegetables-the EEC market for which is another 
case of tight competition between traditional sup
pliers-the links between EEC and other Mediterra
nean countries are likely to be more decisive than the 
competition of EEC producers themselves. 

142. The most immediate danger, however, is in the 
wine market, since Spanish exports to EEC consist 
mostly of ordinary wines shipped predominantly to 
western Germany and to the Benelux countries. In this 
case, Spain will have to compete with French wines 
(frequently mixed with Algerian wines) and, in addi
tion, surmount the very high specific duty of $9 per 
hectolitr~ which, for Spanish wines, implies an in~ 

EFTA World EEC EFTA EEC EFTA 

98.5 42.7 52.2 53.5 46.3 32.2 
20.3 4.6 2.4 11.0 20.0 61.5 
12.1 8.7 12.8 6.6 55.9 19.4 
5.5 6.0 1.5 3.0 9.2 12.7 
2.8 7.9 11.9 1.5 57.1 5.0 

10.6 4.9 3.2 5.8 24.9 30.0 
24.0 14.0 11.1 13.0 30.1 23.9 

4.1 5.5 2.3 2.2 16.0 10.4 
6.4 5.6 2.5 3.5 17.0 16.0 
0.05 0.1 0.04 O.o3 10.0 5.0 

184.1 100.0 100.0 100.0 37.9 25.7 

cidence of about 70 per cent. Among the products sub
ject to variable levies, only rice is of some importance 
for Spain and, even so, the amounts supplied to the 
EEC are relatively small, the major market being 
outside the EEC. 

143. In view of these considerations, it is not sur
prising that, in February 1962, Spain chose to apply 
for associate membership of the EEC, a decision which 
was influenced by the prospect of the United Kingdom 
joining the EEC; for this latter development would 
have removed the factor which did most to mitigate the 
impact of EEC on Spanish agricultural exports. In any 
case, an association similar to the Agreement with 
Greece would not only have removed the threat to 
Spanish exports but would possibly have improved 
Spain's competitive position relative to other third 
countries. However, in the present circumstances
and especially with the breakdown of the negotiations 
between the United Kingdom and the EEC-it seems 
that neither the Spanish Government nor the EEC feels 
that the matter needs urgent attention. Indeed, as long 
as the position of the three North African countries 
and Israel vis-a-vis the EEC remains unsettled, the 
economic problems raised by Spain's association could 
hardly be discussed on any firm basis. Moreover, it is 
recognized in Spain that an association would pose 
extremely delicate problems for Spanish industry and 
for some sectors of Spanish agriculture that would 
require a very long adaptation period, numerous 
exceptions and escape clauses, in turn implying that 
the Six would have to be very generous in their de
mands for reciprocity. 

144. If there is no such accommodation, it is likely 
that the changes on the western European market will 
bring about a reorientation of Spanish development 
policies. The conclusion of the first syndicate congress 
in 1961, "a decrease in our agricultural exports to 
Europe will force upon us a redirection of production 
which will imply a decrease in our capacity to export 
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TABLE N-12 

Spanish exports to Europe of selected commodities, 1961-1962 

(Quantities ( q) in tons, values ( v) in tlwusands of US dollars) 

Europea11 Economic Community 

Total Belgium-Luxembourg France Western Germany Netherlands 

q q q q q q 

Rice ••••• * •• 15149 1691 1 803 182 10 725 1265 248 26 2371 218 
Fresh fruit and nuts . 869 308 101 148 90261 9275 172 936 24797 487 226 53 874 11444 1457 107 440 11 745 

of which : Oranges, 
tangerines, 
clementines . 727 627 75332 86306 8467 142 219 14085 404031 41 616 105 071 11164 

Other citrus fruits 35 466 3 747 389 41 14845 1 582 19 325 2039 907 95 
Dried fruits .. 1193 527 119 48 802 389 119 44 74 22 78 24 
Vegetables . . . . 115 880 11852 6081 662 51 579 4951 42 765 4407 5 670 850 9784 98 
Sugar and honey 2140 572 81 24 1 716 454 228 66 109 26 5 2 
Wine .. 53132 6380 12 592 1 019 3 878 365 29 505 3 000 894 442 6262 1 554 
Olive oil. 59 941 31837 290 115 774 422 1 721 1 005 57 081 30 215 74 40 
Cork .. 13 676 2011 100 15 1 781 399 8073 765 2 546 682 1175 150 

TOTAL exports 156018 11380 31 777 64426 33 720 14 715 

EFTA Eastern Europe 
Total ofwhich: UK Yugo:Jlav/a and USSR 

Rice ,. ....... 3 719 380 657 60 
Fresh fruit and nuts 374 637 52003 195 081 27 402 

of which : Oranges, 
tangerines, 
clementines 244 590 26188 117049 12529 

Other citrus fruits 3 213 331 1493 152 
Dried fruits .. 3130 1464 885 358 
Vegetables ... 343 723 27035 303 316 23 413 
Sugar and honey 4663 251 4598 278 
Wine .. 91 869 20077 30 701 14083 
Olive oil. 4980 2672 2 514 1 288 
Cork .. 8031 920 2483 297 

TOTAL exports 131 322 79 820 

and hamper the economic development of the coun
try ", is still valid. 316 

3. LATIN AMERICA 

Introduction 

145. Ever since its inception, the movement 
towards western European integration was viewed with 
considerable apprehension by Latin American coun
tries.317 These apprehensions and, indeed, the special 
position of Latin America vis-a-vis western Europe can 

"' I.• Congreso sindical, Madrid 1961, "Orientaciones de Ia 
politlca agraria espanola ante una integraci6n en el Mercado 
Comun", Pamphlet II. 

"' In this section, the discussion will be mainly confined to the 
twenty Latin American Republics, leaving out of account dependent 
territories on the mainland and in the Caribbean, unless otherwise 
,specifie<J, 

., 
6226 155 69 531 7 567 

5090 588 30586 4948 1 331 078 169126 

3 097 347 18 926 2427 1 013 568 105 330 
1 513 70 10 538 1 373 49761 s 524 

410 147 342 159 7 548 3 061 
31 3 765 117 480147 41 726 

130 45 11829 1 155 
6166 661 166990 31 712 

260 135 758 388 104 158 56001 
309 41 4661 614 40555 5 943 

1 331 11487 427155 

be mostly explained by the following characteristics of 
Latin American exports. First, Latin America is an 
old-established supplier of agricultural products and 
industrial raw materials to western Europe. While it 
had consolidated its position on the European markets 
prior to the First World War, subsequently its share in 
this market suffered from the intrusion of other outside 
suppliers-mainly Africa in the case of tropical pro* 
ducts, and the Commonwealth and North African 
countries, competing themselves with western Euro
pean producers, for temperate zone products. 

146. Moreover, Latin America was considerably 
handicapped in this struggle by the almost complete 
absence of formal trade links with industrialized coun
tries. 318 The lack of such special links was in contrast 
with conditions in other parts of the world where 

•u An exception was the trade arrangement between Cuba and 
the United States. The preferential arrangements linking dependent 
territories in Latin America to western Europe were, in fact, detri• 
mental to other Latin American countries, 
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several western European countries had established, in 
the wake of the Great Depression, sheltered trade 
channels that encouraged an expansion of output in 
countries that were newcomers to the commodity 
markets. The vertical integration of certain industries 
in western Europe and particularly in the United 
States which derived their raw materials from their own 
investments in Latin America tempered to a certain 
extent the influence that the absence oflegal trade links 
has had in Latin American export trade.319 

147. Another feature of importance is the par
ticular significance of the United States' market for 
Latin American exports. As a result of two world 
wars-certain effects of which will be discussed further 
below-western Europe has been replaced by the 
United States as the main market for Latin American 
exports. However, the value of exports to the United 
States have remained virtually unchanged since 1957 
and the major part of the rise in total exports in the last 
ten years can be accounted for by the expansion of 
trade with western Europe, and more particularly with 
EEC. In short, Latin American countries are con
cerned about the future of this market which has been 
the most dynamic in the recent past, even if it is not the 
most important in absolute terms. Their concern 
mainly hinges on the danger which Latin American 
countries anticipate in a possible arrest of the brisk 
trend in western German demand which during the 

m It should be pointed out however that the price effects associated 
with vertical integration sometimes nullify the gains derived from 
a greater or more stable volume of trade. 

last twelve years has accounted for roughly three
quarters of the increase in EEC imports from Lati1;1 
America and to a certain extent mitigated the impact 
of the sluggish North American demand. 

148. It should be pointed out, however, that recent 
trends do not show any relative deterioration of the 
Latin American position as compared to other develop
ing areas in its export trade with EEC. Latin American 
exports to EFT A, on the other hand, have lost ground 
compared with those of other developing countries, 
particularly in the case of food, drink and tobacco 
exports. 

149. Thus the apprehensive attitude of Latin 
American countries towards western European group
ings is not only influenced by the anticipation of a pos
sible future deterioration in their trading position, but 
also by their frustrating past experience. For this 
reason, it is not possible to evaluate the present situa
tion and prospects without examining in some detail 
the trends of Latin American exports since the inter
war period. 

(i) Trends in Latin American exports 

150. Allowing for inadequacies in the statistics, 
there is little doubt that the relative position of Latin 
American countries in world trade has deteriorated 
since the First World War. The Great Depression in 
particular caused severe damage to Latin American 
trade from which recovery has been very slow, and 
trade has ceased to play a dynamic role in the econo
mic development of the continent (see Table IV-13). 

TABLE IV-13 

Latin America: Total exports, sbare in world trade and destination of exports by main regions, 1928 to 1962 

Total value of Regional market of destination of L.A. exports Latin American Latin 
exports exports Western 

Year In milllon dollars fn world 1 rade United States EEC EFTA Europea 

1928 5 005 9.1 33.8 30.8 21.1 51.9 

1935 1954 10.0 23.4 24.2 25.1 49.3 

1937-38 • 2404 9.8 27.0 24.3 21.0 45.3 

1948 6510 11.4 37.2 14.4 16.7 31.1 

1951 7 800 9.5 44.6 14.7 13.7 28.4 
1952 7060 8.9 49.7 13.0 9.8 22.8 
1953 7 630 9.3 47.3 13.8 11.7 25.5 
1954 7 880 9.3 43.7 16.1 10.5 26.6 
1955 7970 8.6 44.0 15.6 10.9 26.5 
1956 8 650 8.4 44.6 17.2 11.5 28.7 
1957 8 650 7.8 44.5 16.9 12.6 29.5 
1958 8200 7.7 44.6 16.1 11.6 27.7 
1959 8 320 7.2 44.1 17.2 11.4 28.6 
1960 8 610 6.7 41.8 18.4 11.8 30.2 
1961 8 670 6.5 37.7 18.5 11.3 29.8 
1962 9200 6.5 36.6 18.7 11.2 30.9 

Sources: 1928-1938: U.N. Network of World Trade; 1948-1959: U.N. Tllternb.tlonal Trmk Statl$tlcs Yearbaok; 1960-1962: U.N. Statistical Bulkltln, lUIM 1963. 
a Including only EEC and EFTA. 
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TABLE IV-14 

Latin America: Exports or tropical products, share in world trade and destination or exports by main regions, 
1928, 1938, 1958-1960 and 1961-1962 

Share of Regional market of destination Latin American Latin American of Latin American exports World exports exports exports 

Quantities, in thousand$ in world trade EEC EFTA USA 

Product and years of metric ton:; Percentage Percentages 

Coffee . . . 1928 . 2076.3 15.6 2.4 30.3 
1938 . 1 668.4 1424.5 85.4 28.3 4.1 
1958-60 2 444.3 1 750 .. 8 71.6 16.6 8.1 63.3 
1961-62 2 864.0 1 864.3 65.1 19.6 8.8 56.7 

Cocoa . . . 1928 •• 144.6 15.6 2.6 50.6 
1938 .• 690.0 179.6 26.0 23.0 2.1 
1958-60 779.3 178.3 23.0 20.2 7.5 71.8 
1961-62 1024.0 176.3a 17.2 22.9 8.2 65.0 ' 

Bananas .. 1928 • • 
1938 .. 2 500.0 1140.3 45.6 6.3 5.1 
1958-60 3 804.3 2 350.8 61.8 21.9 2.8 
1961-62 3 931.0 2 742.2 69.7 20.9 

Sugar ... 1928 .• 4 775.4 6.5 22.7 
1938 .. 11 500.0 3 327.9 28.9 2.7 29.6 
1958-60 14892.6 7 389.4 49.6 3.4 12.6 51.3 
1961-62 19 510.0 8 223.3 42.1 2.8 8.0 

Cotton . .. 1928 . -86.5 13.9 66.5 15.8 
1938 .. 2 777.4 363.4 13.1 50.9 27.8 
1958-60 3 288.0 625.6 19.4 34.4 10.3 7.3 
1961-62 3 669.0 711.1 19.4 30.3 12.1 6.5 

Sources: For Latin America and world exports, FAO Trade Yearbook; for EEC, EFTA and USA, national publications. 
a Excluding Cuba (approx. 0.8). 

151. The aftermath of the First World War wit
nessed a decline in the, up to then, fast rate of growth 
of world demand for primary products and was parti
cularly damaging for the flow of European capital 
going to Latin America. The geographical distribution 
of Latin American exports changed little in the years 
following the First World War, western Europe con
tinuing to take the greater share. This latter considera
tion was in itself a disadvantage, however, for between 
the First World War and the Great Depression, the 
fastest developing industrial market was the United 
States, western Europe growing at a much more slug
gish pace. This contrast was reflected during the 1920s 
in a slow but steady increase in the United States' 
share of Latin American exports and in a much 
quicker increase in the exports of countries supplying 
tropical products-absorbed mainly by the United 
States-than in those of temperate zone products, 
going essentially to western Europe (see Tables IV-14 
and IV-15). 

152. During the Great Depression, the greater 
export dependency on Europe was a mollifying facto..r 
since the decline in the value of Latin American exports 
to Europe (63 per cent between 1928 and 1953, see 
Table IV-13) was less than the fall in exports to the 
United States (73 per cent). This development was 
dwarfed, however, by the dramatic deterioration in 
Latin America's terms of trade which continued into 
the 1930s and seriously impaired the economic 

development of the region during these years. Also 
during this period, policies of agricultural protec
tionism in western Europe were reinforced and gene
ralized and the preferential trading zones described in 
Chapter II were established. As a result, the long-term 
effects of the inter-war depression have been on that 
score deeper and longer-lasting for Latin America than 
those caused by two world wars. 

153. The establishment of the preferential trading 
zones was bound to have very serious repercussions on 
Latin American exports to the United Kingdom and to 
France, since the Commonwealth and the French 
Empire included a number of actual or potential pro
ducers of the commodities traditionally supplied by 
Latin America. In the case of linseed, for example, 
Argentina had been overwhelmingly the most im
portant supplier, followed at some distance by India, 
of the United Kingdom and of continental Europe; 
the introduction of imperial preference resulted in 
India's growing exports being switched entirely to the 
United Kingdom, whilst Argentina lost part of the 
market and was not fully compensated by its gains in 
other European countries. The position of Latin 
America as a supplier of wheat and butter also suf
fered, for in these commodities the share of River Plata 
countries in Uruted Kingdom imports has been 
important. 320 

... See GATI, The Possible Impact of the EEC, in particular the 
Common Market, upon World Trade. 
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_. 
TABLE IV-15 

Latin America: Exports of temperate zone agricultural products, share in world trade, 
and destination of exports by main areas, 1928, 1938, 1958-1960 and 1961-1962 "" 

Share of Destination of Latin American exports Latin American Latin America 
World exports exports in world EEC EFTA USA 

Commodity and year Thousand tons Percentages 

Wheat . . . 1928 .. 5 464.6 30.2 25.3 
1938 •. 13 950.0 3 285.3 23.6 11.0 9.2 
1958-60 24 760.7 2 440.6 9.9 16.7 19.0 
1961-62 38 480.0 1929.7 5.0 33.5 18.3 

Maize 1928 . 6 372.0 45.1 21.3 
1938 .. 10 200.0 6 526.8 64.0 20.8 15.1 0.4 
1958-60 10 243.3 2490.6 24.0 68.3 13.5 1.7 
1961-62 16176.0 2 317.0 14.3 76.7 4.9 

Barley . . . 1928 .• 458.0 43.2 7.8 
1938 . 
1958-60 5 974.0 319.3 5.3 67.9 28.0 
1961-62 147.8 

Meat. 1928. 1 039.6 15.5 69.1 3.0 
1938 .. 1 825.0 715.9 39.2 15.2 68.1 
1958-60 3 170.6 651.7 20.6 17.5 55.6 
1961-62 4 702.0 482.1 10.2 21.7 57.5 11.5" 

Linseed oil 1928. 
1938 .. 112.0 49.0 43.8 
1958-60 256.0 201.1 78.3 20.9 14.2 
1961-62 """'' Wool ... 1928 .. 191.8 47.5 26.2 8.4 
1938 . 1760.0 307.7 17.5 43.9 18.3 
1958-60 2136.7 290.6 13.6 35.6 20.9 
1961-62 1475.0 208.8 14.2 37.4 26.7 

Sources: For Latin America and world exports. FAO Trade Yearbook; For EEC, EFTA and USA, national publications. 

" Excluding canned. 

154. The impact of the French preferential system 
was reflected in the substantial rise in the share of 
French imports supplied by territories enjoying a pre
ferential treatment. But whilst the effect of the Com
monwealth preferential system on Latin American 
exports was experienced mainly by temperate zone 
agricultural exports and, to a lesser extent, in mineral 
products, the French system mainly affected tropical 
exports, particularly coffee and bananas. 

155. The effect of these developments is reflected 
in the fact that the share of the United Kingdom in 
Latin American exports to Europe decreased from 
36.5 per cent in 1935 to 32.9 per cent in 1938. In France, 
the major shift took place between 1928 when the share 
stood at 11.9 per cent and 1935 when it reached 9.9 per 
cent, but it continued untill938, when it was as low as 
9.3 per cent.321 On the other hand, Latin American 
exports to Germany, Sweden and to several non
colonial European countries rose between 1935 
and 1938. 

156. Moreover, the creation of sheltered trade 
channels favoured a shift to the protected areas of the 

111 These figures based on European import data are not quite 
comparable with those of Table IV-14. 

capital flow which in any case was falling rapidly as a 
result of world depression. This trend was further 
reinforced by the generalized defaulting of debt con
tracts by Latin American countries. 

157. The Second World War caused a deeper 
disruption in the trade flows between Latin America 
and western Europe than did the First World War. 
Much of this disruption continued long after the war, 
for the share of western Europe in Latin American 
exports declined until1952. There were several reasons 
for this. First, there is little doubt that agricultural 
protectionism in most western European countries was 
reinforced as a result of war experience. Secondly, 
whilst the search for sheltered trade in the depression 
years stemmed from the need to stimulate domestic 
production and employment through increase in intra
trade within the preferential area, the acute post-war 
dollar shortage encouraged western European coun
tries to preserve previously existing trade channels and 
payments arrangements, in which the dollar scarcity 
factor was absent. Thirdly, the way in which trade res
trictions were dismantled, through such institutional 
machinery as the OEEC and EPU which practically 
included only developed countries, favoured a more 
rapid growth of trade in manufactures rather than in 
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products which carry a greater weight in the trade of 
developing regions. 822 

158. Some Latin American countries were par
ticularly affected by the first of these developments on 
account of the importance in their total exports of 
products directly competing with domestic production 
in western Europe. Furthermore, as other Latin 
American countries belonged to the dollar area, their 
exports were, in the absence of special payment 
arrangements, discriminated against by the dollar
scarce European countries. Finally, all Latin America, 
along with other developing areas, were adversely 
affected by the restricted geographical scope of trade 
liberalization and payments measures. 

159. Thus, the steady growth in the share and level 
of Latin American exports to western Europe during 
the last decade might, in part at least, be interpreted 
simply as a recovery from an unusually low position 
resulting from exceptionally unfavourable external 
factors. 

(ii) Internal causes 

160. The explanation of the relatively slow growth 
of Latin American trade is not to be found wholly in 
these external factors. In the first place, the historical 
fact that Spain and Portugal (which only recently 
started their industrialization process) were the metro
politan colonial Powers in Latin America and that their 
domination lasted in some cases up to the end of the 
nineteenth century had a marked influence in the per
petuation of certain attitudes and institutions (such as 

.., OEEC liberalization also tended to favour trade between 
certain western European countries and the overseas territories of 
other western European countries, thereby enlarging the scope of 
some of the sheltered channels of trade. 
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feudal-like systems of land tenure), which acted as an 
internal brake on the process of economic growth.323 

The prevailing land tenure system, in particular, had 
adversely affected Latin American trade in agricultural 
goods as it deprived the agricultural sector of the 
necessary stimulus for assimilating technical progress. 
This is indicated by the relatively slow rise in yields in 
Latin America.324 Moreover, total agricultural produc
tion failed to keep pace with the very rapid population 
growth and resulted in lower net exportable sur
pluses.325 

161. While the weakness of Latin American agri
culture has special significance for the export trade, such 
other structural factors as extreme income inequali
ties affect the whole economy, leading too frequently 
to conspicuous consumption and illegal exports of 
capital instead of a higher domestic investment ratio. 
Inflation has been to a large extent the outcome of 
these structural conditions, and economic policies have 
had, in many cases, a harmful impact on exports as 
they tried to correct some of the symptoms rather than 
the causes of inflationary pressures. For example, the 
exchange rate of many Latin American currencies 

"' For a detailed examination of these problems and of the urgent 
need for structural reforms, see ECLA, Toward a Dynamic Develop
ment Policy for Latin America, E/CN.12/680. 

... Average world yields increased between 1948-1952 and 1957-
1959 by 21 per cent. For Europe, the increase was 24 per cent and 
for North America, 25 per cent; for Latin America, it was only 
7 per cent. Ibid. 

... In 1909-1913, Latin America had a net export surplus of 
wheat of2 million tons; by 1960-1962, this had become a net import 
surplus of almost the same magnitude. Moreover, the 10 per cent 
decline in exports of animal products between 1934-1938 and 1950. 
1960 was associated with a slow growth in production and an 
increase in domestic demand. See United Nations, ECLA, Agriculture 
in Latin America: "Problems and Prospects", E/CN.12/686. 

TABLE IV-16 

Latin America: Current value of total exports and direction of exports by main areas, 1957 to 1962 

(In percentages) 

1957 1958 1959 1960 1961 1962 

Current value of total exports, f.o.b. value in millions of 
US dollars 8 650 8 198 8 330 8610 8 670 9200 

Share in Latin American exports of: 
North America 46.0 46.4 46.1 43.5 39.5 38.6 
Western Europe. 31.7 29.6 30.2 31.6 31.8 33.3 

of which : EEC 16.9 16.1 17.2 18.3 18.5 19.7 
EFTA 12.6 11.6 11.5 11.7 11.3 11.2 

Japan 2.6 2.6 3.0 2.8 3.9 3.6 
Australia, New Zealand, Union of South Africa . 0.2 0.3 0.3 0.3 0.4 0.4 

J;otal developed market economies 80.6 78.9 79.5 78.3 75.7 76.0 

Latin America 8.8 9.3 8.7 7.9 6.6 6.7 
CMEA 1.4 1.8 1.8 3.1 5.8 6.2 
Mainland China 0.1 0.4 0.9 1.1 
Middle East, Africa, Asia and unclassified 9.3 9.9 10.0 10.3 11.0 10.0 

Sources: U.N. Monthly Bulletin of Statistics, June 1960, June 1961, December 1961 and June 1963. OAS/ECLA Economic and Social Survey of Latin America 
1961 (provi:lional text), 
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tended to be kept over-valued and rising internal costs 
wiped out the profitability of exports. 326 

162. It must be pointed out, however, that Latin 
American Governments had some justification in 
giving priority to import substitution not only as a 
necessary condition of industrialization, but also as an 
obvious alternative to an increase in exports for pro
moting economic growth and improving the balance 
of payments. Indeed, apart from the specific factors 
which contributed to the decline in the Latin American 
export share in world trade, the general conditions of 
supply and demand in the market for primary products 
were in any case such as to limit the possible growth in 
world export of these commodities.327 

(iii) The current outlook 

163. In 1962, the developed market economies and 
the CMEA countries continued to be by far the most 
important market for Latin American exports, ac
counting for more than four-fifths of the total (see 
Table IV-16). Since 1957, the share of EEC, however, 
has been rising steadily, whereas that of the United 
States has declined substantially and that of EFT A did 
so slightly. There was a dramatic increase in the relative 
importance of the CMEA countries which mainly 
reflects the recent redirection of Cuban trade away 
from the United States to eastern Europe. 

164. The factor behind the recent rise in the relative 
and absolute level of Latin American exports to EEC 
was the rapid growth of total EEC imports. As can be 
seen from Table IV-17, the Latin American share in 
these imports continued to show a declining trend in 
the period 1957-1962, as it did in the case of the much 
more slowly growing EFT A imports. Nevertheless, the 

'" See article by D. Seers in United Nations Economic Bulletin 
for Latin America, Vol. VII (Sales No.: 62.II.G.l), No.1, "Inflation 
and growth: a summary of experience in Latin America ", particu
larly page 50. See also United Nations World Economic Survey, 1962 
(pages 84 et seq.), which compares the effects of different exchange 
rate policies on exports of the same commodity in various countries, 
and also points out that "while African and to a considerable 
extent Asian Governments have attached relatively high priority to 
the expansion of exports, policy in this field has been rather less 
active in Latin America." 

.., See Introduction and Section 1 of Chapter III. 

position of Latin America did not suffer from any 
relative deterioration compared with other develop
ing countries in the case of trade with the EEC. 
Table IV-18 shows that except for fuels, trade in which 
was disturbed in 1957 by a redirection of trade follow
ing the Suez crisis, Latin American exports of all other 
groups developed more favourably or less unfavour
ably than exports from other developing countries. 
Latin American exports to EFTA have deteriorated, 
compared with those from other developing countries, 
not only in the case of fuels but also in other groups 
and particularly in the very important one: food, drink 
and tobacco. These developments seem to be influenced 
by the slow growth of agricultural imports into the 
United Kingdom and also by the fact that some Com
monwealth countries have a greater share of manufac
tures in their exports than Latin America in general, 
goods which apart from a more dynamic demand enjoy 
a substantial margin of protection in the British 
market. 

165. The impact that the creation of EEC and 
EFTA might have on Latin America has to be assessed 
in the first place with reference to the commodity com
position of its exports. The broad breakdown shown 
in Table IV-19 does not indicate very significant dif
ferences in the commodity composition of Latin 
American exports to EEC and EFT A, once the in
fluence of the different shares taken by fuel imports is 
excluded. At any rate, in both EEC and EFT A there 
are no tariffs on crude petroleum and therefore the 
possible effect of the two groupings would differ from 
each other not so much because of variations in the 
commodity composition of their imports from Latin 
America but rather on account of the contrasts be
tween their trade policies and institutional set-ups. In 
the case of EFT A, the share of industrial products in 
Latin American exports is very small and even more so 
than in the case of EEC.828 Since, moreover, the share 
of EFT A in total Latin American exports is about half 
what it is in EEC, the impact of the former grouping on 
existing exports would thus be extremely marginal, 

'" A more refined breakdown would reveal the extremely small 
share of manufactures other than base metals (SITC Sections 6 and 8, 
less 68) in exports to western Europe. 

TABLE IV-17 

EEC and EFTA: Total imports and share of Latin America, 1957 to 1962 

EEC FYTA 

Imports Imports L.A. share 
Total imports from L.A. Total Imports from L.A. in total 

C.i.f. values (I million) Percentage C.i.f. values (I million) Percentage 

1957 24929 1 827 7.3 20055 I 395 7.0 
1958 22 991 1 568 6.8 18 851 1220 6.5 
1959 24349 1637 6.7 20036 1259 6.3 
1960 29666 1 812 6.1 23 101 1269 5.5 
1961 32171 1809 5.6 23 347 1 191 5.1 
1962 35 754 2 121 5.9 24 603 1294 5.3 

Source : United Nations, International Trade Relations Section. 
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TABLE IV-18 

Value indices of exports to EEC and EFTA by broad commodity classes. 1960-1961 

(1957-1958 = 100) 

Crude materials 

Excluding Mineral 

365 

Other 
Total 

0-9 

Food, etc. 

0+1 

fuels fuels Chemicals manufactures 

SITC Section __,. 

Exports to EEC: 
from : a) Latin America . . . . . 

b) Other developing countries 

Exports to EFTA : 
from : a) Latin America . . . . . 

b) Other developing countries 

Source: U.N. Monthiy Bulletin of Statistics, June 1963. 

114 
113 

98 
114 

97 
91 

78 
102 

TABLE IV-19 

2and4 

134 
107 

115 
105 

3 5 6-8 

39 158 290 
191 117 128 

89 89 137 
135 135 148 

Percentage distn'butlon of Latin American exports by broad commodity classes and selected areas, 1957-1958 and 1960-1961 

Raw materials Other 
Food1 etc. ( excl. fuels) Fuels Chemicals Machinery manufactures 

Exports to Yearly averages (SITC 0.1) (SITC2and4) (SITC 3) (SITC 5) (SITC 7) (SITC 6 and 8) 

World . .1957-1958 46.9 17.4 27.4 0.5 0.2 6.6 
1960-1961 42.9 19.8 27.4 1.2 0.3 7.9 

Western Europe 1957-1958 53.8 21.9 14.9 1.0 0.1 7.9 
1960-1961 45.5 25.6 15.5 1.0 0.1 11.8 

EEC .1957-1958 54.3 25.0 10.5 1.0 0.1 9.1 
1960-1961 46.0 29.2 9.2 1.3 0.1 14.1 

EFTA. .1957-1958 53.3 18.0 20.8 0.8 0.1 6.8 
1960-1961 42.4 21.1 25.1 0.8 0.3 9.5 

Source : U.N. Statistical Bulletin, March and June 1963. 

TABLE IV-20 

Percentage distribution of Latin American exports of selected tropical products by destination, 1959-1961 

(Average 1959-1961) 

Coffee 1424 882 20.7 10.2 60.2 0.3 2.3 1.8 
Cocoa 144 122 23.9 2.8 65.8 0.1 4.9 
Bananas. 95 213 20.8 1.7 54.5 0.1 12.7 6.9 

TOTAL 1 664 217 22.4 6.0 62.9 0.2 1.5 3.6 

Source: ECLA Statistics, 1959-1961. 
a Percentage distribution based on quantities. 
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although Commonwealth preferences will act as a con
tinuing handicap in the United Kingdom market. 

166. In contrast with EFTA, EEC's institutional 
arrangements and common policies extend to agricul
tural products. This implies that Latin America is 
extremely vulnerable vis-a-vis EEC, since agricultural 
products (both temperate zone and tropical) account 
for a large share of its exports to the Six (see 
Table ll-3). Whilst the main danger for Latin American 
exports of temperate zone agricultural products lies in 
market developments within the EEC itself, in the case 
of tropical products the threat is mainly from African 
exporters now enjoying a preferential treatment 
through the EEC (see Chapter III, Section I, subsec
tion (iii)]. This danger will be more acute the higher 
are the preferences granted to AOS, the lower is the 
difference in costs between African and Latin American 
countries and the higher is the elasticity of supply of 
associated producers. The more rigid cost structure of 
Latin American producers compared with those in 
Africa may, therefore, constitute a serious handicap. 

167. As can be seen from Table IV-20, the United 
States is by far the most important market for Latin 
America's exports of tropical products. The share of 
EEC, however, exceeded 20 per cent of the total and 
was considerably higher than that of EFT A in 1959-
1961. In recent years, moreover, the trend in the market 
for such products was more favourable in EEC than in 
EFT A, as the value of Latin American exports of 
coffee and bananas tended to increase more and those 
of cocoa to decrease less in the former than in the latter 
regional grouping (see Table IV-21 ). Eventually, for all 
three products, the share of the EEC in Latin American 
exports is about one-fifth. 

168. Although EEC's import demand for tem
perate zone agricultural products is obviously less 
dynamic in general than that for tropical foodstuffs 
and beverages, the negative impact of the common 

TABLE IV-21 

EEC and EFTA imports of selected tropical products 
from Latin America, 1958 to 1962 

(In thousands of tons) 

Commodity ---->- Coffee Bananas Cocoa 
Area of 

destination ---->- EEC EFT A EEC EFTA EEC EFTA 

1958 256.0 127.4 499.7 68.5 36.2 12.5 
1959 313.9 139.0 517.5 53.5 34.5 13.3 
1960 303.0 156.5 541.6 75.1 35.3 13.9 
1961 346.6 158.7 572.9 34.7 10.5 
1962 384.9 171.3 558.1 30.2 9.5 

Sources: National Trade Statistics; UN Commodity Trade Statistics· 
EEC Analytical Tables; OECD Statistical Bulletin of Foreign Trade, Series c: 
agricultural policies cannot be expected to be small 
since the former products represent a substantially 
higher proportionate share of Latin American exports 
to the Six than the latter (see Tables IV-22 and IV-23). 
This is particularly true for maize and linseed oil, fm
which EEC's share is predominant, whereas EFTA 
and the United States are the most important markets 
for beef and sugar respectively. As far as maize and 
linseed oil are concerned, moreover, a possible increase 
in domestic production within EEC would be all the 
more harmful to Latin America in that these com
modities are practically the only ones which have 
tended to enjoy an increasing import demand among 
the temperate zone agricultural products.a29 

169. Within Latin America, the export dependency 
on the EEC and EFTA markets differs considerably 
from one country to another. Table IV-24 shows that 
the share of western Europe in the total exports of 
Mexico, Cuba and Venezuela does not exceed 15 per 

... Cotton is another exception, but is excluded here since for the 
time being, it does not compete with domestic production. ' 

TABLE IV-22 

Latin American exports of temperate zone agricultural products, 1959-1961 

(Total value and percentage distribution based on quantities) 

Per cent 

EEC EFTA USA Jap<VI countries ECLA 

Wheat 114.5 21.6 
Pears . 3.8 22.6 
Apples 15.5 28.4 
Beef 146.6 24.4 
Meat preparationsa . 66.7 6.0 
Maize. 110.3 73.1 
Linseed oil 49.3 76.9 
Sugar" 205.6 5.6 
Sugar• 470.5 8.1 
Tobaeeoa I> 8.3 40.6 
Tobaeeoc 58.2 12.6 

Source: ECLA Statistics, 1959-1961. 
a No figures for Parapay exports to CMEA countries. 

17.4 
24.7 14.1 
31.6 '1.1 
63.9 1.5 
36.6 40.6 
11.6 
13.4 
16.4 45.0 
5.6 46.5 
0.3 4.1 
2.4 61.3 

I> Excluding Cuba. 

c Cuba 1959-1960. 

0.7 

13.5 0.3 
6.9 

15.3 0.1 
5.3 18.6 

56.0 
37.6 
37.3 
3.0 
0.7 
0.4 

4.5 
0.7 
3.9 
3.9 
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TABLE IV-23 

EEC and EFTA imports of temperate zone agricultural products from Latin America, 1958 to 1961 

(In thousands of metric tons) 

Wheat 

EEC EFTA 

1958. 442.0 526.7 357.0 0.9 
1959. 350.6 478.3 18.9 40.0 
1960. 427.0 382.5 264.8 48.6 
1961 . 312.9 218.9 101.0 4.3 
1962. 978.5 477.7 177.7 -32.5 

Hides and skins Wool 

EEC EFTA EEC EFTA 

1958 . 77.9 17.9 39.9 34.5 
1959. 106.3 23.0 80.1 45.2 
1960. 71.2 13.4 64.9 44.3 
1961 . 88.2 17.5 85.9 61.0 
1962. 86.1 19.1 78.8 50.4 

Sources: National Trade Statistics, EEC Analytical Tables, U.N. Commodity 
Trade Statistics, OEEC Statlstlcal Bulletin of Foreign Trade, Series C. 

cent, while for Argentina, Uruguay and Bolivia it is as 
high as three-fifths of their total export trade. In 
general, South American countries are more dependent 

TABLE IV-24 

Shares of EEC and EFT A in total exports of 
Latin American countries, 1959-1960 

Total EEC 
World 

(I million) 
EEC EFT A and EFI' A 

Central America 

Mexico 
Cuba 
Haiti 
Dominican Republic . 
Guatemala 
Honduras 
Salvador . 
Nicaragua 
Costa Rica 
Panama 

South America 
Colombia 
Venezuela 
Ecuador 
Peru . 
Brazil 
Bolivia . 
Paraguay. 
Chile 
Argentina 
Uruguay . 

757.5 
627.3 

30.1 
155.2 
113.5" 
66.0 

115.1 
60.5 
81.2 
31.0 

468.8 
275.3 
142.5 
372.8 

1 275.5 
72.7 
29.1 

493.4 
1044.0 

113.6 

7.3 
6.3 

11.5 
25.0 
13.4 
36.5 
31.7 
34.2 

Per cent 

2.8 
4.2 

16.2 
4.5 
3.7 
3.0 
4.5 
3.0 

ua 

17.4 
5.5 

23.3 
28.9 
19.7 
4.9 

16.8 
30.4 
38.0 
33.0 

8.4 
9.2 
2.2 

11.1 
12.0 
51.2 
10.6 
19.4 
24.9 
24.0 

Source: U.N. Yearbook of International Trade Statistics, 1961. 

a Excluding adjustment for under-valuation of bananas. 

10.1 
10.5 

27.7 
29.5 
17.1 
39.5 
36.2 
37.2 
ua 

25.8 
14.7 
25.5 
40.0 
31.7 
56.1 
27.4 
49.8 
62.9 
57.0 

Maize Mea/ Buller 
EEC EFTA EEC EFTA EEC EFTA 

1 121.0 196.9 121.4 388.9 0.4 5.7 
1 578.8 392.5 124.6 339.7 1.8 14.5 
2 465.8 436.7 94.2 344.2 4.9 15.9 
1 424.8 107.2 104.9 267.1 0.2 12.1 
2 131.4 122.5 132.5 286.6 0.3 8.2 

Calion Sugar Lirueed ali 
EEC EFTA EEC EFTA EEC EFTA 

191.4 56.5 491.0 1092.5 41.3 31.6 
248.8 84.1 473.3 921.2 78.6 67.0 
204.9 54.7 677_.5 768.4 94.4 31.6 
215.6 69.6 50.2 644.9 106.6 
351.0 103.9 67.9 637.3 114.5 

NOTB.-EFTA excludes Switzerland. 

on western Europe than are Central America and 
Caribbean countries. With the exceptions of Bolivia, 
Venezuela and the Dominican Republic, the EEC 
takes a considerably greater proportion than EFTA of 
the total exports, not only of Southern American coun
tries but also of all republics forming the Central 
American common market. Export dependency on 
Eastern Europe is very high in the case of Cuba, but 
elsewhere it remains marginal, although the absolute 
value of exports has increased noticeably during the 
last decade, particularly in Argentina and Brazil. 

170. The implicit dangers for many Latin American 
countries stemming from the creation of EEC and its 
vulnerability vis-a-vis EEC arrangements is aggravated 
by the fact that the market in which the chances of 
encroachment for other competitors are good
namely, western Germany, is also the one for which 
export dependency is, in general, the highest. It can be 
seen in Table IV-25 that this is particularly true for 
Brazil, Colombia, Chile and the Central American 
republics. Moreover, the dynamism of the EEC market 
during the last decade can be mainly attributed to the 
German market. Likewise the EFTA market is 
dominated by the United Kingdom, where Latin 
American exports continue to suffer discrimination. 

171. Further information about the influence of 
regional groupings on the trade of individual Latin 
American countries can be derived from the analysis 
of the commodity composition of their exports. On the 
basis of the commodity breakdown given in Table 
IV -26, these countries can be divided into three groups: 
exporters of temperate zone agricultural goods, of 
tropical goods, and of minerals. Argentina, Uruguay, 
and Paraguay have been classified as exporters of tem
perate zone agricultural products; Brazil, Colombia, 
Ecuador, Cuba and Mexico and all Central American 
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Area of origin for Imports Argentina 
and area of destination 

for exports Year Imp. Exp. 

EEC 1928 ... 315 943 
1935 ... 90 189 
1938 ... 115 173 
1948-1949 296 315 
1950-1951 254 335 
1951-1958 . 290 319 
1959-1960 336 426 
1961-1962 . 434 511 

of which: 1928 ... 140 316 
Western Getl:nany 1935 ... 29 43 

1938 ... 44 65 
1948-1949 1 42 
1950-1951 . 54 82 
1951-1958 111 132 
1959-1960 141 131 
1961-1962 . 199 149 

Tota1EFTA 1928 ... 291 720 
1935 ... 91 252 
1938 ... 123 231 
1948-1949 274 511 
1950-1951 209 342 
1957-1958 184 314 
1959-1960 187 360 
1961-1962 . 228 311 

of which: 1928 ... 257 610 
Western Germany 1935 ... 75 201 

1938 ... 95 181 
1948-1949 200 374 
1950-1951 93 245 
1957-1958 93 298 
1959-1960 115 285 
1961-1962 137 236 

Other western 1928 39 83 
European countries 1935 . .. 10 21 

1938. .. 2 11 
1948-1949 10 111 
1950-1951 9 14 
1951-1958 4 16 
1959-1960 1 27 
1961-1962 . 19 43 

Eastern Europe 1928 ... 11 22 
1935 ... 8 11 
1938 ..• 12 16 
1948-1949 15 36 
1950-1951 10 28 
1951-1958 36 46 
1959-1960 48 51 

United States 1928 ... 303 168 
1935 ... 49 65 
1938 ... 81 41 
1948-1949 252 139 
1950-1951 181 213 
1957-1958 267 131 
1959-1960 291 114 
1961-1962 400 104i 

-
Sources: League of Nations. The Pattern of World Trade for 1928, 1935, 

1938. U.N. Yearbook of International Trade Statistics for 1948-1961. National 
publications for 1962 and Direction of International Trade for Eastern Europe. 

TABLE IV-25. - Trade of Latin America witb Europe at1 

(In millions ' 

Paraguay Colombia 
and Uruguay Brazil and Ecuador Cuba 

Imp. Exp. Imp. Exp. Imp. Exp. Imp. Exp. 

42 52 16L 230 54 29 25 42 
11 19 62 111 16 21 9 9 
19 22 83 123 24 32 9 11 
26 45 89 153 19 13 8 92 
62 54 243 212 60 41 21 85 
50 58 252 240 104 116 10 10 
54 55 216 211 104 140 62 31 
61 62 219 331 125 154 29 11 

15 20 19 81 29 14 10 4 
4 6 42 62 11 8 4 2 

12 12 56 15 16 19 4 3 
1 12 6 25 2 1 - 33 

21 14 14 48 28 22 8 29 
20 20 140 199 60 17 31 29 
20 20 131 111 56 92 22 11 
33 21 143 159 62 105 9 4 

31 62 161 91 40 20 21 86 
7 18 34 56 13 6 6 18 

13 24 42 61 12 4 1 25 
44 51 198 173 33 12 18 116 
54 64 279 278 40 14 27 141 
34 45 191 245 72 45 45 74 
31 40 181 228 64 65 42 33 
39 56 162 217 18 61 14 26 

21 56 132 34 34 19 13 84 
7 11 23 33 11 3 4 18 

11 20 25 36 10 2 4 23 
34 44 115 91 19 2 1 100 
31 44 136 149 22 2 15 121 
18 33 54 81 24 13 25 61 
16 31 46 93 28 30 32 26 
25 44 46 78 36 24 10 18 

10 1 1 11 2 3 21 10 
1 1 2 5 - - 5 3 

- - 1 4 2 4 
1 2 4 55 1 8 16 
2 2 8 23 4 - 11 13 
6 8 19 34 2 4 12 21 
4 6 21 22 2 4 10 15 
3 7 26 31 9 8 6 17 

1 - 6 16 5 - 1 -- 2 3 1 2 2 -
4 3 4 8 1 3 - -
1 3 12 20 - - - -
1 1 9 12 - - 1 1 

21 3 34 38 1 - 2 28 
8 5 64 63 - 1 46 64 

46 21 170 374 110 169 211 343 
1 8 44 100 24 54 60 104 
6 6 62 98 44 51 16 I Of 

53 61 430 533 213 256 407 381 
65 121 521 812 259 373 498 412 
46 21 508 636 263 416 582 50f 
55 28 416 608 278 389 330 422 
51 32 455 552 283 338 14 21 

NOTE.-Imports are expressed in c.i.f. values and exports in f.o.b. values. 
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1e United States, 1928 to 1961-1962 

lrrer. t dollars) 

CentJ al American 
l?.epublics Chile 

-· 

Imp. Exp. Imp. Exp. 
-· 

2~: 106 52 140 
HI 26 14 32 
1?> 23 29 58 
1~ 19 11 49 
37 40 25 55 

1411 184 71 126 
14~: 166 91 154 
15" 167 125 155 

1 ,. 
·' 67 24 43 
~: 11 11 18 

10 15 21 32 
l 1 1 3 

14 6 16 16 
60 117 47 88 
6~1 107 59 115 
69 116 72 110 

27 64 49 67 
7 20 12 24 
6 20 13 37 

21 44 27 40 
45 69 33 31 
75 95 36 79 
6H 69 48 106 
73 61 66 107 

23 47 42 61 
7 12 10 20 
6 11 8 26 

14 35 18 30 
24 59 19 20 
44 56 19 65 
36 33 28 85 
43 18 38 80 

4 2 2 14 
1 2 1 -

- - - -
- 2 4 3 
- 4 7 3 

1 5 8 15 
3 8 7 9 
2 6 4 7 

- 2 1 13 
1 1 - -
1 1 - 4 
1 - - 1 

- - - -.. .. 
.. .. 

186 92 68 127 
46 34 15 24 
58 40 25 28 

345 188 121 166 
336 269 118 181 
434 318 172 177 
373 314 166 202 
.t06 369 199 188 

Bolivia Peru 

Imp. Exp. Imp. 

3 10 20 
2 7 11 
3 11 15 
1 2 3 
4 5 24 

13 4 65 
13 5 69 
18 6 106 

3 9 9 
1 2 6 
3 3 11 

- - -
3 4 9 
9 4 32 
7 5 35 
9 5 55 

10 69 18 
2 18 5 
1 20 7 
5 34 17 
6 39 36 
7 41 48 
7 36 43 
8 35 63 

4 59 16 
1 17 5 
1 15 5 
3 34 12 
4 39 27 
4 41 26 
3 36 20 
4 35 29 

- - 1 
- - -
- - -
- - -
- 1 -
- - 1 
- - 1 
- - 2 

2 - 1 
- - -
1 - 1 

- - 1 
- - 1 

.. .. 

.. .. 

8 - 40 
3 - 12 
5 1 17 

35 48 74 
30 43 93 
32 16 175 
24 8 132 
29 11 179 

Venezuela Mexico Total 

Exp. Imp. Exp. Imp. Exp. Imp. Exp. 

12 21 31 39 59 820 1:654 
21 10 12 20 25 255 472 
23 24 23 24 36 358 535 
16 41 75 14 41 521 880 
34 66 75 44 70 846 1 012 
94 300 323 126 116 1490 1 710 

136 258 207 139 141 1 550 1 738 
196 193 263 167 115 1 700 1 977 

5 9 22 23 30 356 677 
12 5 3 12 13 133 180 
14 13 11 16 22 206 271 
2 3 7 1 6 16 132 
8 20 11 14 15 259 255 

54 126 94 63 66 705 780 
82 108 92 74 70 734 836 

108 77 117 90 56 818 950 

54 21 7 29 22 710 1262 
17 5 5 9 17 191 451 
17 9 10 9 17 242 466 
37 74 41 29 25 740 1 096 
63 60 68 39 55 828 1164 
58 173 267 80 38 945 1 361 
67 154 269 98 43 923 1 316 
89 99 283 95 42 925 1295 

51 18 2 23 19 589 1042 
17 5 2 7 15 155 361 
16 7 7 4 10 176 347 
31 55 17 12 17 489 775 
54 43 49 16 32 436 814 
37 108 199 36 18 451 902 
45 87 207 48 18 459 889 
59 50 200 44 19 462 811 

- 2 6 5 9 93 139 
- 1 2 2 4 23 38 
- - - 3 1 8 20 
- 1 2 2 6 31 197 
- 2 4 3 3 46 67 
3 5 26 5 9 63 147 
2 6 25 5 7 66 125 
4 8 33 6 16 85 178 

1 1 - 1 1 30 55 
1 - - 1 1 15 25 
1 1 - 2 2 27 38 

- 2 - 1 1 33 61 
- 1 - 1 1 24 43 

.. . . 94 115 

.. .. 166 190 

35 64 66 196 211 1408 1 606 
7 19 21 66 42 345 459 

13 52 20 62 49 494 453 
37 509 274 488 244 2927 2 327 
55 424 324 611 320 3 142 3 129 

153 931 896 895 461 4 305 3 731 
150 643 927 769 444 3 477 3 606 
194 489 980 765 559 3 303 3 348 
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TABU! IV-26 

Percentage composition of Latin American countries' exports by large commodity classes, 1959-1961 

Commodity groups 

1 2 3 4 5 6 7 8 9 10 11 
Livestock Total Total Metals and 

Country Cereals Fruits production Sugar 1-4 Coffee Cocoa Bananas 6-8 minerals Fuels 

Argentina 26.2 2.8 30.3 0.9 .60.2 0.2 
Bolivia 85.3 4.5a 
Brazil .. 0.4 1.8 2.0 4.2 8.4 54.5 4.8 0.3 59.6 6.3 1.6 
Chile .• 0.5 0.5 76.3 
Colombia 0.4 0.4 73.0 3.0 76.0 17.8 
Costa Rica 7.1 2.3 9.4 52.9 7.3 24.0 84.2 
Cubaa ... 1.3 1.0 75.0 77.3 0.6 0.6 1.9 1.8 
Dominican Republic 0.8 47.8 48.6 12.1 8.6 6.5 27.2 5.5 
Ecuador .. 2.1 0.9G 13.0 14.2 63.1 90.3 
El Salvador 0.7 1.5 2.2 65.8 65.8 0.1 
Guatemala. 65.5 0.4 14.9 80.8 
Haitili .. 10.6 50.1 
Honduras . 1.6 1.7 5.5 8.8 16.2 49.7 65.9 5.0 
Mexico .. 0.9 5.9 5.6 6.7 19.1 8.9 0.3 14.8" 3.6 
Nicaragua a 0.4 8.4 4.6 13.4 27.3 0.2 2.0 
Panama. 18.4 1.9 20.3 2.8 2.8 71.0 76.6 
Paraguay 0.7 28.6 1.7 31.0 
Peru .. 2.3 11.2 13.5 4.6 4.6 39.8 4.5 
Uruguay 19.5 19.5 0.2 
Venezuela 1.0 0.4 1.4 5.9 91.4 

Source: U.N. Yearbook of International Trade Statistics, 1961. a 1959·1960. 

NOTE.-Metals includes all kinds of metal (ores, senti-finished, finished). b Years ending September. 

Fuels: crude, refined and products. c Excludina zinc. 

TABI.ll IV-27 

Current value of Latin American exports to EEC, 1928 to 1962 

(In millions of dollars) 

1928 1935 1937-1938 1948-1951 1958 1959 1960 1961 1962 

Argentina. 842 167 266 357 330 376 419 400 548 
Paraguay . 2 1 2 4 5 5 4 4 5 
Uruguay 66 30 22 49 39 28 47 63 53 

Total temperate zone exporters 910 198 290 410 374 409 470 467 606 

Brazil .. 271 93 107 193 228 253 245 314 290 
Colombia .. .. 17 16 18 20 66 71 89 86 95 
Cuba. . . . . . . 20 6 8 90 35 45 
Dominican Republic 9 3 3 4 12 15 21 18 20 
Haiti . . . 28 4 3 8 18 11 
Custa Rica 4 1 2 4 31 27 29 25 28 
Guatemala 19 4 3 3 23 25 32 26 31 
Honduras. 3 2 1 6 10 8 6 11 
Nicaragua 8 2 2 2 25 22 16 13 21 
El Salvador 22 3 2 3 45 39 45 42 40 
Panama 

Total tropical zone exporters 401 134 149 327 489 518 4ssa 53oa 535a 

Bolivia . 5 3 11 2 4 3 4 7 
Chile . 89 23 43 53 110 151 149 144 146 
Ecuador 11 2 4 7 21 23 24 25 27 
Mexico. 81 33 40 39 37 44 58 41 53 
Peru .. 29 19 20 28 70 82 133 148 166 
Venezuela 15 6 25 77 162 137 137 179 209 

Total mineral-producing countries 230 86 146 204 402 441 504 541 608 

Sources: League of Nations: The Network of World Trade for 1928; U.N. Direction of Intemational Trade for 1937-1962. 
a Excludina Cuba. 
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republics as tropical exporters; and Bolivia, Chile 
and Peru as mineral exporting countries.330 Table IV-
27 shows that in the last decade the performance of 
these groups on the EEC market varied significantly, 
with the mineral exporting countries doing best, fol
lowed by exporters of tropical goods; the rise in 
exports from the temperate zone group was also quite 
significant. 331 

I 72. The EEC raises few problems for mineral 
exports (or for Venezuela), the only exceptions being 
lead and zinc, where EEC policies are of some concern 
to Mexico and Peru.332 Nevertheless, to the extent that 
some mineral exporters are actual or potential ex
porters of agricultural products too, the EEC may limit 
any diversification of their exports. 

173. It is the exporters of temperate zone agricul
tural products that will be mainly affected by the EEC, 
since most of these products fall within the scope of 
the latter's agricultural policy. Moreover, two of these 
countries.:_Argentina and Paraguay-are particularly 
dependent on western European demand in general 
and on the EEC's in particular. Argentina is by far the 
most important Latin American exporter to EEC. 
Both in Paraguay, on account of cotton and hides, and 
in Uruguay, on account of wool and hides, the share 
of agricultural raw materials in total exports to EEC is 
substantially higher than in Argentina which is, there
fore, both absolutely and relatively the country most 
concerned with the EEC common agricultural policy. 

174. As previously pointed out, the danger to this 
group of countries, particularly to Argentina, derives 
mainly from the possibility of the west German and 
Italian markets being lost to France. Yet, during the 
last decade Latin American temperate zone exporters 
have succeeded in increasing their share of EEC's im
ports in the case of commodities such as beef, wheat, 
maize and eggs whilst, on the other hand, losing 
ground to other countries in the case of barley and 
butter. In addition to products that are subject to EEC 
levies, Argentina, Uruguay and Chile export pears and 
apples in sizable quantities, and Brazil now exports 
oranges to the EEC. The further expansion of these 
exports and, indeed, even the maintenance of their 
present levels may become increasingly difficult in view 
of EEC's domestic and Mediterranean policies. 

175. Sugar and tobacco exported by Latin America 
compete with EEC domestic production and with sup
plies from Mediterranean associates. The more im
mediate future of the sugar market will tend to be 
dominated by the decrease in and redirection of Cuban 
exports, easing competition for the rather marginal 

••• Of course, this classification implies a certain degree of simplifi· 
cation since some countries could qualify as exporters of two cate
gories. Colombia has been classed as a tropical exporter in spite of 
important petroleum exports, Mexico has also been included in the 
same group although it has substantial exports of minerals and 
metals, and Peru has been ranked as a mineral exporting country 
though it exports also agricultural products. 

,., Nevertheless, exports in gold dollars from this group to the 
EEC were in 1961 still at some two-thirds of the 1928 level. 

•n See also Chapter ill. 

western European market. Quality considerations are 
of paramount importance in the case of tobacco and 
the varieties exported by Latin American countries to 
western Europe should be relatively little affected by 
the association agreements with Greece; moreover, 
changes in tastes seem to favour Brazilian and other 
Latin American exporters, though it is difficult to say 
whether or not this trend can be halted or reversed by 
the fact that the EEC tobacco policy..favours Mediter
ranean suppliers. 

176. This rather gloomy picture needs to be quali
fied in two respects. First, the concentration of Argen
tine EEC exports on the west German and Italian 
markets corresponds to almost equally important flows 
in the opposite direction, a consideration which 
explains the existence of strong vested interest in both 
countries seeking an attenuation of the effects of EEC 
policies. Secondly, and perhaps even more important, 
is the presence of important alternative markets for the 
declining exportable surpluses of temperate zone pro
ducts in other Latin American countries that, for 
instance, already import more wheat from Argentina 
than does the EEC and, in some years, than all western 
Europe. 

177. The dependency of Latin America's tropical 
exports on the EEC market varies from country to 
country but, with the exceptions of Mexico, Panama 
and Cuba, is high, ranging from over one-third for 
most Central American republics and Haiti to about 
one-fifth of the exports of South American countries. 
The most important of these products exported to 
EEC are coffee, cotton, cocoa, tropical fruits (mainly 
bananas), oils and oilseeds. Of these, coffee is by far 
the most important, though the share of cotton (not 
subject to duty) has been increasing. Latin America's 
share in EEC coffee imports rose during the period 
1958-1961 and, in 1961, accounted for some 53 per 
cent of EEC imports-mainly due to the rapid expan
sion of west German imports and to the high share 
(over four-fifths) of Latin America in the German 
coffee market. Western Europe has been, and will 
probably continue to be, a more dynamic market than 
the United States, with per capita levels of coffee con
sumption in general below those reached in the United 
States. 333 This very dynamism makes it more unpalat-. 
able to Latin American exporters in that they may be 
displaced by other suppliers. 

178. The share of Latin America in EEC's cocoa 
imports is relatively small (about one-tenth) and has 
been declining as a result of the growth of EEC imports 
from African countries. Again, trade between Latin 
America and the EEC is concentrated in western 
Germany, though not as much as in the case of coffee. 
Since preferences have operated in the German market 
only recently, it is probable that supply factors have 
been the most important cause of the changes during 
the last decade. 

111 An exception is Sweden. 
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179. The most important single exporting country 
in this group is Brazil, but it is not the most representa
tive since, as might have been expected for such a large 
country, the commodity composition of its exports
while consisting mostly of tropical products-includes 
also some temperate zone goods and sizable mineral 
exports. In general, the smaller countries within the 
group have a narrower export structure, based mainly 
on tropical foodstuffs. Thus, in the event of an ab
solute decline in the demand for any of these products, 
the most disastrous effects would be felt by Central 
American countries which are more dependent on 
western European demand in general and on EEC in 
particular. Mexico will, on the other hand, be the least 
affected of these countries because its export de
pendency on the EEC is small; its main tropical export 
is cotton (not subject to tariff) and, as previously 
mentioned, it also exports significant quantities of 
metals. 

180. Besides the general features of the EEC trade 
policy for tropical products, the future of present Latin 
American exports will depend on the maintenance of 
such special arrangements as duty-free quotas for 
bananas imported by Germany (mainly from Ecuador 
and Colombia) and for coffee (Benelux imports from 
many Latin American exporters) and the specific 
fiscal taxes in western Germany favouring Arabica 
imports.as4 The last few years have shown that certain 
vested interests in EEC countries have been successful 
not only in preserving these arrangements but even, as 
in the case of bananas, in enlarging their scope. 

181. ~ Latin American producers have been among 
the most vocal advocates of a reduction of duties and 
particularly of internal taxes on tropical products in 
importing countries, attaching great weight to this 
approach in GATT. The limited results of the Special 
Group on Tropical Products, though they help exports 
of tropical hardwood from Brazil and Honduras, 
therefore disappointed Latin American countries, being 
interpreted as an indication of the reluctance of several 
western European countries and of the EEC to recon
sider this matter. 

182. In the above analysis by country and com
modity, the impact of EFTA on the present pattern of 
trade has not been considered since it is not likely to be 
very important. Similarly, the Commonwealth pre
ferences were not examined because, as previously 
mentioned, they simply constitute a continuing handi
cap to the expansion of exports to the United King
dom. The situation would have changed completely 
had the United Kingdom joined the EEC and EFTA 
broken up, since the preferential arrangements of the 
EEC might have been extended to the Commonwealth 
producers of tropical products. This would have im
plied that most of Africa and a substantial portion of 
the West Indies-the major exporters oftropical goods 
outside Latin America-would have been linked to a 
unified western European market, enjoying strong 
preferential ties that would have created a definite 

"' See also Chapter Ill, para. 72. 

cleavage of the markets for tropical goods, Latin 
America becoming more and more closely bound to the 
United States; also, Latin American exports of tem
perate zone products to the United Kingdom market 
would have been subject to strong European competi
tion. Although the imminent danger-only to a limited 
extent counterbalanced by a possible liberalizing 
influence that the United Kingdom might have had on 
EEC's agricultural policies-of such developments is 
now averted, its possibility has to be borne in mind 
when evaluating Latin American attitudes. 

Conclusions 

183. The widespread concern caused in Latin 
America by the creation of economic groupings in 
general and by the possible effects of EEC in particular 
has of late been aggravated by the growing technical 
and financial obstacles encountered in the process of 
import substitution and by the feeling that balance-of
payments problems are now highly responsible for 
limiting the economic development of Latin America. 

184. The growing awareness of the urgency of 
Latin America's trade problems has been accompanied 
by a realization of the need to co-ordinate the former 
piecemeal actions and policies of Latin American 
countries. This is partly due to the work of the United 
Nations Economic Commission for Latin America 
which, in a series of publications, has shown that in 
addition to national issues, Latin America has com
mon problems vis-a-vis the EEC, and has also high
lighted the need for a strengthening of the bargaining 
position of Latin America by co-ordinated action on 
the part of all member countries. This attitude has 
recently been formally approved and member coun
tries have recommended that studies made by the 
ECLA secretariat for the United Nations Conference 
on Trade and Development should be '' developed in 
such a way that they may provide sufficient data to 
enable the Latin American countries to adopt a con
certed position at the World Conference". 336 Pre
viously the Central American Co-operation Commit
tee had decided" To recommend the Central American 
Governments to adopt a common trade policy with 
respect to third countries or economic groups and to 
set up a joint negotiating unit to carry out that 
policy". aas 

185. The dissatisfaction felt by Latin American 
countries on account of the trade obstacles hampering 
their exports to western European countries has been 
frequently expressed in GATT and other international 
forums. The retention by western European countries 
of quantitative restrictions on the trade of agricultural 
products of interest to Latin America in spite of the im
provement in their reserve position is strongly re
sented.337 Moreover, as relatively low-cost producers of 

"' Resolution 221 (X) of the Economic Commission for Latin 
America. 

110 Resolution E/CN.I2/CCE/289. 
"'See "Latin America's Position in Relation to World Changes 

in Trade Policy" , ECLA, Economic Bulletin for Latin America, 
(Vol. VII, No. 1, United Nations publication. Sales No.: 62.II.G.l.) 
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agricultural products, most Latin American countries 
insisted on liberalization and non-discrimination in 
western European trade policies and considered as 
one-sided EEC's emphasis on technical assistance and 
managed marketing arrangements. It was felt that the 
first of these measures-while undoubtedly desirable 
and justified-should be accompanied by a liberaliza
tion of trade policies and that, in the case of the second, 
the fact that many developing countries in Latin 
America have both producer and consumer interests 
might lead to a weakening of their bargaining posi
tion vis-a-vis the Common Market. 

186. Finally, a feeling of grievance has grown be
cause of the lack of success encountered by Latin 
American countries at successive GATT tariff nego
tiations.338 This feeling has been encouraged by the 
disappointment felt by developing countries at the 
refusal of EEC to accept the resolutions of the Minis
terial meeting of GATT on 21 May 1963, which 
closely reflected the conclusions adopted in the second 
and third reports of GATT's Committee II and con
tained in the Special Report of Committee III. 339 

187. The EEC itself, however, is becoming in
creasingly aware of the difficulties encountered by 
Latin American countries in their trade with the Com
munity and of the legitimacy of their interests. This 
growing awareness is reflected in three documents: a 
study undertaken on behalf of the EEC by the Ham
burgisches Welt-Wirtschafts-Archiv, "Guidelines and 
Suggestions for Useful Collaboration in the Economic 
Field Between EEC and Certain Latin American 
Countries "; a confidential memorandum transmitted 
by the EEC Commission to the Council of Ministers; 
and the interim report made on behalf of the foreign 
trade commission of the European Parliament by 
Mr. Eduardo Martino and approved by it on 24 June 
1963, together with a resolution on relations between 
EEC and Latin America.340 

188. The latter report and resolution are of great 
importance because, in addition to the reiteration of 
previous intentions about technical and financial aid, 
they break new ground by making recommendations 
on commercial policy which go far towards meeting 
Latin American wishes. However, given the constitu
tional structure of the EEC, there can be no certainty 
that any of the liberal recommendations put forward 
by the Commission will be implemented by the Coun
cil of Ministers. The proposals include a recommenda
tion to abolish internal taxes on tropical products and 
to establish contacts with Latin American countries 
prior to the " Kennedy round " of GATT negotiations 
in order to examine ways of developing trade with 

"' See, for example, the statements of the representatives of 
Brazil and Uruguay at the 1961 GATT Tariff Conference. The 
"Dillon negotiations" were disappointing for Latin American 
countries because few products of interest to them were included in 
the round. 

'" See Conclusions and Resolutions Adopted at the Ministerial 
Meeting on 21 May 1963, GATT, Press Release GATT/794, 29 May 
1963. 

"'This report reproduces the substance of the Commission's 
memorandum. 

Latin America. The most significant aspect of the 
report, however, is the recognition of the inadequacy 
of the present situation in which the problems of 
commercial policy and of the operation of the EEC 
common agricultural policy are not jointly con
sidered.341 

189. The search for positive solutions to the prob
lems created for Latin America by the existence of 
trading groups in Europe, and more particularly by 
the existence of the EEC, is an important task con
fronting both Latin America and western European 
countries. Latin America's main reaction has been to 
accelerate its own internal economic integration but 
the nature of this development will largely depend on 
the attitudes of the large economic groupings formed 
among industrialized countries. If the latter choose to 
admit Latin American exports of both traditional 
commodities and industrial products, the Latin 
American common market will become outward 
looking and will take advantage of the international 
division of labour. If, however, other regional group
ings veer towards self-sufficiency and the restriction of 
trade with weaker countries, the Latin American com
mon market will turn in upon itself and the process of 
import substitution, necessary for its internal develop
ment, will take place in more difficult circumstances. 

4. THE ECAFE REGION 341 

Introduction 

190. Exceedingly low per capita incomes, high 
densities and rapid growth of population, diminishing 
agricultural surpluses for export (resulting from a 
relatively slow growth of domestic output) and grow
ing balance-of-payments difficulties are some of the 
more outstanding features of the region, which in
cludes some of the poorest countries in the world. 
The region is very heterogeneous, containing one 
highly-industrialized country, Japan (which will be 
excluded from the following analysis), several relatively 
small countries such as Cambodia, large countries of 
sub-continental size such as China and India, land
locked countries such as Laos, and islands and free 
ports such as Hong Kong and Singapore. The same 
variety is to be seen in the socio-economic, political 
and institutional arrangements where we find, within 
the region, centrally-planned and free market econo
mies, politically aligned and non-aligned countries, 
etc. These geopolitical and socio-economic contrasts to 
some extent determine the different problems encoun-

'""However, it (the Commission) wishes to stress the fact that 
some features, which will be of decisive importance for the future of 
economic relations (between the two areas) are not included in these 
proposals. Thus, the common agricultural policy is not considered 
at all, with the result that even if these proposals were implemented 
a whole series of burning questions that preoccupy the Latin American 
countries would still remain unanswered." 

"' This section uses much of the material contained in Part One 
of the Economic Survey of Asia and the Far East 1962, prepared by 
the ECAFE secretariat (United Nations publication, Sales No,; 
63.II.F.I.) 
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tered by the developing countries of the area and, in 
part, prevent the adoption of approaches to some. of 
the regions' trade and development problems which 
could perhaps be solved, or at least alleviated, by a 
greater degree of co-operation. This is why, _in con
trast with Latin America, the ECAFE countnes have 
tended to tackle the problems raised by the EEC on a 
bilateral basis, as evidenced by the negotiations of the 
individual Commonwealth countries, Iran and Japan 
with the Community. 

191. An important limitation of the analysis of this 
section is the incomplete coverage due to insufficient 
data about the trade of mainland China, the area's 
largest developing country and the most populated 
country in the world. Unless otherwise stated, this 
section is concerned with the countries included in 
Table IV-28, that is, the Asian members of ECAFE, 
less Japan and mainland China and also Iran-on 
account of the special structure of its export trade 
based mainly on petroleum; however, a section is 
devoted to the recent trade agreement between Iran 
and the EEC. 

192. Since the Second World War, the trade per
formance of the developing ECAFE region has been 
rather discouraging. Total exports in 1959-1961 were 
slightly less than three times the pre-war level, whereas 
those of the under-developed areas of the world as a 
whole were four-and-a-half times and those of the 
developed areas five-and-a-half times as high. The 
region's share in world exports declined from 10 per 
cent in 1928 to 6 per cent in 1959-1961. The export per
formance was particularly disappointing during the 
last decade, so that the more rapid growth of imports 
related to development policies resulted in a growing 
imbalance in trade and international payments.343 This 
occurred despite efforts to use foreign resources in the 
most rational ways by giving priority to imports of 
essential goods and by taking advantage of the op
portunities for import substitution within each country. 
The lag in exports is thus the main limiting factor in the 
development process and it is becoming obvious that 
it has retarded the region's progress by failing to 
provide sufficient foreign exchange for the purchase of 
capital goods from abroad. 

193. The particularly sluggish growth of the 
region's exports-which has been slow even when 
compared with other developing regions-can be 
largely explained by a combination of adverse trends 
in foreign demand for the traditional exports of the 
region and by lower surpluses of food products and of 
raw materials for export. The latter are particularly 
important to the area and, together with substantial 
exports of manufactured consumer goods, determine 
the main characteristics of its export structure. It can 
be seen from Table IV-30 that the share of manufac
tures in the region's exports is greater than in other 
developing regions but the rapid development of this 

"'The region's trade balance deteriorated for a surplus of. $73 
million in the period 1950·1952 (annual averages) to a defictt of 
$1963 million in 1959-1961. Source: E/CN.ll/DPWP.8/L.8. 

TABLE IV-28 

Share of developing ECAFE region" in world trade, 
1928 to 1959-1961 

(In millions of dollars) 

1959-1961 
192811 1938 1948 average 

Exports (f.o.b.) 

A. World 0 0 55 222 23 500 57 300 125 213 
B. Developing ECAFE 

region . 5 595 2256 4 694 7 482 
Percentage of B in A 10.1 9.6 8.2 6.0 

Imports (c.i.f.) 

C. World 60080 25 400 63 500 129 213 
D. Developing ECAFE 

region . 4 597 1829 5 089 8 804 
Percentage of D in C 7.6 7.2 8.0 6.8 

Sources: League of Nations, The Network of World Trade, and United 
Nations, Yearbook of International Trade Statistics, Direction of International 
Trade, and Monthly Bulletin of Statistics. 

a The developing ECAFE region, excluding Japan and mainland China. 
In order to make them comparable with figures for 1928 and 1938, figures 
for 1948 and 1959-1961 exclude triangular trade between Burma-India-Pakistan, 
between Cambodia-Laos-Viet-Nam and between China (faiwan)-Japan
Korea. 

IJ Valued in new gold dollars. 

trade has only partly compensated for the near stag
nation of exports of primary products during the last 
decade. 

194. The implementation of national development 
plans in many countries of the region has given rise to 
an acute awareness of the strategic importance of 
foreign trade. It is important not only because the con
sistency of these plans depends on the validity of 
certain assumptions about export prospects but also 
because the foreign sector is relatively large in the eco
nomies of several countries in the area. These countries 
realize that an expansion of the region's trade is very 
dependent on the diversification of the export pattern 
and its adaptation to changes in world demand, but 
they fear that their efforts to achieve that goal might 
be frustrated by the artificial barriers to trade
quantitative import controls, tariffs and other restric
tions-operated by developed countries. 

195. In this context, it is important to stress that 
ECAFE countries (including Japan) have suffered a 
long and frustrating experience of all kinds of dis
criminatory restrictions on their exports of manufac
tures to industrial countries in general and to western 
European countries in particular, with the result that 
they have benefited only to a limited extent from the 
expansion of demand in western Europe. In view of 
this ECAFE countries are not impressed by the 
arg~ment that the growth of demand, which is to 
accompany the higher productivity in the integrated 
markets, will more than compensate for any adverse 
effects of tariff and other forms of discrimination. 
Moreover, they fear that, as in the past, the benefits of 
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TABLE IV-29 

Percentage distribution of the developing ECAFE region's exports and Imports," 1928 to 1959-1961 

Exports /rom region Imports into region 

Destination and provenance 1928b 1938 

Western Europe 35.6 36.0 
EEC 18.8 16.0 
EFfA 15.7 19.3 

of which: UK 14.9 18.1 
Western Europe other than EEC and EFfA 1.1 0.7 
Eastern Europe and USSR 0.7 1.5 
USA and Canada 18.4 17.7 
Japan. 6.0 5.0 
Developing ECAFE region 22.2 22.7 
Mainland China 6.9 4.3 
Others 10.1 12.7 

TOTAL 100.0 100.0 

TOTAL value (million dollars) . 5 595 2256 

Sources: League ofNations, The Network of World Trade; United Nations, 
Direction of International Trade, and national trade returns. 

improved productivity in industrial countries may not 
be transmitted to their trade partners in the form of 
lower export prices but rather tend to be retained by 
these countries in the form of higher wages and 
profits. Indeed, the view has been expressed that this 
tendency may be accentuated to the extent that the 
creation of large unified markets in western Europe 
will favour the formation and strengthening of cartels, 
monopolies, monopsonies and similar arrangements.344 

(i) The trade pattern of developing ECAFE countries 

196. A brief examination of the export pattern of 
the ECAFE developing region reveals the outstanding 
importance of the western European market (see 
Table IV-29). A resource pattern which is comple
mentary to that of western Europe, the large size of the 
latter's economy and the long-established political and 
economic relations between the two areas explain the 
region's vital trade links with western Europe. During 
the period 1959-1961, the developed countries (includ
ing Japan) accounted for about two-thirds of the 
region's exports and imports, western Europe alone 
being responsible for one-half of this trade, and the 
United States for one-quarter. 

197. In view of the preferential trade links and 
political ties with the United Kingdom, a distinction 
has to be made between Commonwealth and non-Com
monwealth countries of the region (see Table IV-30). 
For the Commonwealth group, the United Kingdom 
is the main market. In 1959-1961, it took almost 
30 per cent of the exports of this group to all de
veloped areas but only 16 per cent of such exports 

'" United Nations, ECAFE, Economic Survey of Asia and the 
Far East, 1962 (Sales No.: 63.II.F.1). Introduction, p. 4. 

1959-1961 1959-1961 
1948 average 1928b 1938 1948 average 

34.5 32.9 42.3 35.4 32.4 32.8 
12.5 13.8 15.7 15.8 9.3 15.7 
20.5 17.3 26.4 19.2 22.7 16.6 
18.0 15.6 24.7 17.6 20.1 13.8 

1.5 1.8 0.2 0.4 0.4 0.5 
2.7 4.8 1.4 2.0 0.8 2.2 

21.4 17.8 9.6 11.8 25.6 20.0 
1.4 8.3 5.7 7.9 2.6 11.8 

20.7 20.0 29.3 29.0 15.9 18.6 
2.7 1.9 7.2 6.4 4.6 4.2 

16.5 14.2 4.5 7.6 18.1 10.5 

100.0 100.0 100.0 100.0 100.0 100.0 

4 694 7 482 4 597 1 829 5 089 8 804 

a Excluding triangular trade between Burma-India-Pakistan, between 
Cambodia-Laos-Viet-Nam and between China {Taiwan)-Japan-Korea. 

b Valued in new gold dollars. 

from the non-Commonwealth group. Nevertheless, the 
dependency of Asian Commonwealth countries on 
the United Kingdom is more limited than that of the 
African Commonwealth countries. The EEC countries, 
on the other hand, buy substantially more from non
Commonwealth countries than from Commonwealth 
Asian countries, reflecting, on one side, the existence 
of Commonwealth tariff preferences and, on the other, 
the previously strong French preferential trading links 
with Cambodia, and South Viet-Nam, some of which 
are still significant.345 Among the western European 
countries, the EEC group and the United Kingdom 
are the most important, other EFTA countries took 
only 2 per cent and western Europe other than EEC 
and United Kingdom 5 per cent of the developing 
ECAFE region's exports to all developed areas.346 

Intra-trade is quite important for the ECAFE develop
ing region, accounting for some one-fifth of total 
exports from the region as compared to nearly 18 per 
cent for North America and some 8 per cent for Japan. 

"'The special tariff arrangements between South Viet-Nam and 
France were denounced by the former country in 1955, but France 
continued to grant unilaterally some tariff exemptions until 1956. 
From then onwards, the only tariff concession which has been 
maintained by France has been a reduction in the duties on certain 
kinds of tea, an action which in any case is nullified by the recent 
decision of Common Market countries to apply a zero tariff to that 
product. 

'" The main French tariff concessions to Cambodia consist of a 
suspension of tariffs on rice and the reduction of the tariff on pepper. 
The importance of the preference accorded to pepper will dedease 
from 27 per cent to 17 per cent after the entry into force of the 
second Convention of Association between EEC and the associated 
African states. The effectiveness of the tariff concession on rice is 
limited by the existence of quota restrictions in the French market. 
France has also granted some tariff concessions to Laos but the fact 
that it hardly takes any imports from Laos makes them inoperative. 

The main French decrees fixing these preferences are as follows: 
for South Viet-Nam, Decree of 27 April 1956; for Cambodia, 
Decree of 16 May 1957; and for Laos, Decree of 28 March 1957. 
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TABLE IV-30 

Developing ECAFE region: Exports by main commodity classes and areas of destination, 1960·1961 

Value of exports to: Exports of commodity class as percentage Exports to area as percentage of all 
(In millions of dollars) of total exports to : exports of commodity class 

.srrc 
Commodity class t Dereloped Developed Dereloped 

.code Destination--+ EEC EFTA areas World EEC EFTA areas World EEC EFTA areas 

A. The developing ECAFE region (=B+C) 
1-4 

0+1 Food, beverage and tobacco . . . 140 387 1075 1970 17.1 35.8 24.6 26.0 7.1 19.6 54.6 

~ 2+4 Crude materials and oils and fats . 533 406 2125 3120 65.2 37.6 48.6 41.3 17.1 13.0 68.1 
3 Mineral fuels and related materials 14 12 205 560 1.7 l.I 4.7 7.4 2.5 2.1 36.6 z 
5 Chemicals ........... 5 7 31 106 0.6 0.6 0.7 1.4 4.7 6.6 29.2 ~ 

lfi + 7 + 8 Manufactured goods (including machinery ~ and transport equipment) 118 246 911 1 762 14.4 22.8 20.8 23.3 6.7 14.0 51.7 > 
I:"" 

>0-9 TOTAL . . . . ~ ~ 818 1080 4 370 7 560 100 100 100 100 10.8 14.3 57.8 

~ B. Sterling area countries in the ECAFE region" m 

<0+1 Food, beverage and tobacco . . . 60 355 650 I 215 11.3 38.6 22.3 23.0 4.9 29.2 53.5 > 
2+4 Crude materials and oils and fats . 355 305 1275 1950 63.2 33.2 43.7 37.0 17.2 15.6 65.4 9 

3 Mineral fuels and related materials 10 7 93 313 1.9 0.8 3.2 5.9 3.2 2.2 29.7 m 
(") 

5 Chemicals ........... 4 6 22 91 0.8 0.7 0.8 1.7 4.4 6.6 24.2 ~ 6 + 1 + 8 Manufactured goods (including machinery 0 
and transport equipment) 114 241 865 I 673 21.5 26.2 29.6 31.7 6.8 14.4 51.7 15 

(") 

0-9 TOTAL ~ • 4 • • • 530 920 2920 5 275 100 100 100 100 1010 17.4 55.4 

~ C. Other ECAFE countries" I"' 

0+1 Food, beverages and tobacco . . . 80 32 425 755 27.8 20.0 29.3 33.0 10.6 4.2 56.3 I 2+4 Crude material and oils and fats . 198 101 850 I 176 68.8 63.1 58.6 51.2 16.9 8.6 72.6 
3 Mineral fuels and related materials 4 6 112 243 1.4 3.8 7.7 10.9 1.6 2.4 45.2 >-i 

5 Chemicals ......•.... I 1 9 15 0.3 0.6 0.6 0.7 6.7 6.7 60.0 
6+7+8 Manufactured goods (including machinery 

and transport equipment) 4 5 47 90 1.4 3.1 3.2 3.9 4.4 5.6 52.2 

0-9 TOTAL ...... 288 160 1450 2 285 100 100 100 100 12.6 7.0 63.5 

Source: United Nations, Monthly Bulletin of Statistics, March 1962, 1963. b Comprising Mghanistan, China (Taiwan), Cambodia, Laos, Republic of Viet-Nam, Indonesia. 

a Comprising Burma, Ceylon, India, Pakistan, Federation of Malaya, Singapore, Sarawak, Brunei, Republic or Korea, Philippines, Thailand, Macao and Ryukyu Islands. 

North Borneo and Hong Kong. 
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TABU! IV-31 

Developing ECAFE region:a Exports to EEC, EFfA and tbe United Kingdom compared witb exports from world 
and under-developed areas, 1953 to 1962 

Exports of developing ECAFE regiona to EEC Exports of developing ECAFE reg/ana to EFTA and the UK 

As percentage of total exports of As percentage of total exports of As percentage of total exports of 

Under- Value Under- Value Under-
Valul! developed Developing (in million developed Developing (In million developed Developing 

(in million World area3 to ECAFE dollars) World areas to ECAFE dollars) World areas to ECAFE 
Year dollars) toEEC EEC regiona EFTA to EFTA EFTA regiona to UK to UK UK regiona 

1953 730 5.2 17.3 12.0 810 
1954 750 4.7 15.3 12.5 915 
1955 880 4.9 17.0 12.8 I 050 
1956 890 4.2 15.8 12.9 1 055 
1957 840 3.7 15.0 11.8 960 
1958 665 3.2 12.1 10.4 990 
1959 740 3.2 12.9 10.2 1105 
1960 845 3.1 13.5 11.0 1 115 
1961 820 2.7 12.8 10.9 1030 
1962 785 2.4 11.5 10.1 1055 

Sources: United Nations, Mont!t/y Bulletin of Statistics, June 1961, June 
1962 and June 1963; United Nations, Yearbook of International Trade Statistics, 
1960. 

198. Important changes in the geographical pattern 
of the region's exports occurred during the last 
thirty years, but they are difficult to quantify since 
political changes in the area frequently involved the 
emergence of new national States and frontier adjust
ments. In the present context, the most important 
post-war change is the relative decline of the EFT A 
area (in fact, mainly the United Kingdom) and the rise 
of EEC as a market for the region. The increase in the 
EEC share represents, at least in part, a recovery from 
the effects of the great depression and the trade 
disruption caused by the Second World War. At the 
same time, sluggish growth in the United Kingdom and 
the gradual decline of Commonwealth preferences 
has led to the fall in EFTA's share of the region's 
exports. The net effect has been a slight reduction in 
the share of western Europe as a whole. However, the 
second half of the fifties witnessed a certain reversal 
of these trends and exports to the United Kingdom 
have recently been growing faster than for western 
Europe as a whole. 

199. During the last fifteen years, the most dynamic 
markets for the exports of the ECAFE developing 
region have been eastern Europe and the USSR and 
Japan. In both cases the rise in exports has been very 
fast, starting from a very low level in eastern Europe 
and the USSR, whilst in the case of Japan there was an 
element of recovery of lost traditional markets. 
Although these countries represent a relatively small 
share of the total exports of the area, they accounted 
for almost one-third of the increase of exports of the 
developing ECAFE region during this period. The 
disappointing development of the region's exports to 
both EEC and EFT A in recent years becomes more 
serious when it is viewed alongside the imports of these 
two markets from the whole world. The region's-

6.1 
6.4 
6.6 
6.3 
5.4 
5.8 
6.0 
5.2 
4.7 
4.7 

22.8 13.4 725 8.9 24.9 12.0 
24.5 15.2 820 9.7 27.1 13.6 
26.8 15.3 955 10.1 30.1 13.9 
25.9 15.3 965 10.1 29.0 14.0 
24.3 13.5 870 8.9 27.0 12.3 
24.9 15.5 951 10.1 28.9 14.9 
26.3 15.3 1010 10.0 28.9 14.0 
25.2 14.5 1 025 8.9 28.2 13.4 
23.9 13.7 940 8.4 26.9 12.5 
23.8 13.6 950 8.5 26.6 12.3 

a Including Burma, Ceylon, India, Pakistan, Federation of Malaya, Sin
gapore, Sarawa.k, Brunei, North Borneo, Hong Kong, Afghanistan, China 
(Taiwan), Cambodia, Laos, Republic of Viet-Nam, Indonesia, Republic of 
Korea, Philippines, Thailand, Macao and Ryukyu Islands. 

exports to the EEC area, expressed as a percentage of 
EEC imports from all under-developed areas, fell from 
17 per cent in 1955 to 11.5 per cent in 1962 and the 
corresponding decline for exports to EFTA was from 
27 per cent to 24 per cent (see Table IV-31). 

200. The geographical distribution of the develop
ing ECAFE region's exports is largely determined by 
their commodity structure. Statistics by broad com
modity groups are available for " sterling area 
countries in Asia " and " other Asian countries "
which together comprise the developing ECAFE region 
less Iran-showing exports to the EEC, EFT A, all 
developed areas and the world as a whole (see Table 
IV-30). 

201. Raw materials accounted in 1960-1961 for 
some 41 per cent of total exports and for an even higher 
share of the region's exports to developed countries, 
compared with, respectively, 26 and 25 per cent for 
food, beverages and tobacco. Manufactured goods, 
with 23 per cent of total exports, were especially 
important for Asian Commonwealth countries. 

202. The relative growth of the various commodity 
groups in total world trade goes a long way towards 
explaining the considerable differences in the export 
performance of individual ECAFE countries. Table 
IV-32 shows that, for the region as a whole, total 
exports rose by 9.2 per cent between 1955 and 1961, 
in spite of the fact that exports of manufactures rose 
by as much as 50 per cent. Exports of raw materials 
increased up to 1960 but at a rate much below that of 
total exports and declined in 1961 to a level some 
10 per cent below 1955. Exports of food, beverages 
and tobacco increased at almost the same rate as 
total exports up to 1960 and much more rapidly in 1961. 



TABLE IV-32 

Exports and export value indices of the developing ECAFE region, 1955, 1960 and 1961 

Value in millions of dollars [.o.b. 

1955 1960 

Devel. Devel. 
SJTC Code EEC EFTA areas World EEC EFTA areas 

A. SterUng area in the ECAFE regiona 

0+1 Food, beverages and tobacco . . . . . . . . . . . . . 40 320 590 1 100 142.5 110.9 108.5 
2+4 Crude materials (excluding fuels), oils and fats ..... 430 410 1440 2090 83.7 81.7 94.4 

6+7+8 Manufactured goods, machinery and transport equipment 47 146 488 1 173 225.3 169.2 174.6 

0-9 TOTAL trade. . . . . . . 550 890 2 670 4 830 98.2 106.7 112.0 

B. Other ECAFE coutlfriesb 

0+1 Food, beverages and tobacco . . . . . . . . . . . . . 82 19 385 610 97.6 147.4 105.2 
2+4 Crude materials (excluding fuels), oils and fats . . . ~ . 230 120 870 1 120 89.1 87.5 104.6 

6+ 7 +8 Manufactured goods, machinery and transport equipment . 4 2 22 43 100.0 100.0 168.2 

0-9 TOTAL trade . . . . . . . 325 155 1360 2020 90.8 109.1 106.6 

C. Developing ECAFE region (A+B) 

0+1 Food, beverages and tobacco . . . . . . . . . . . . . 122 339 975 I 710 112.3 113.0 107.2 
2+4 Crude materials (excluding fuels), oils and fats ..... 660 530 3 210 3 210 85.6 83.0 98.3 

6+7+8 Manufactured goods machinery and transport equipment. 51 148 510 1 216 215.7 168.2 174.3 

0-9 TOTAL trade. . . . . . . 875 1 045 4030 6850 95.4 107.2 110.2 

Source: U.N. Monthly Bulletin of Statistics. 

a Including: Burma, Ceylon, India, Pakistan, Malaya, Singapore, Sarawak, Brunei, North Borneo, Hong Kong. 
b Including: Afghanistan, China (Taiwan), Cambodia, Laos, Viet-Nam, Indonesia, Republic of Korea, Philippines, Thailand, Macao and Ryukyu Islands. 

Devel. 
World EEC EFTA areas 

107.3 157.5 110.9 111.8 
100.0 72.1 67.1 82.6 
139.4 259.6 161.0 179.7 

11Q.6 94.5 100.0 106.7 

119.7 96.3 189.5 115.6 
111.6 82.6 80.8 90.8 
158.1 100.0 400.0 254.5 

113.9 86.2 96.8 106.6 

111.7 116.4 115.3 113.3 
104.0 75.8 70.2 85.7 
140.0 247.0 164.2 183.0 

111.5 91.4 99.5 106.7 

World 
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IMPLICATIONS OF ECONOMIC GROUPINGS 

203. The structural weakness in the export per
formance is even more pronounced for the ECAFE 
developing area's exports to all developed areas and 
to western Europe. The rise in food, beverage and 
tobacco exports to these areas was relatively small 
whilst exports of raw materials, the largest group, 
actually declined, so that despite the rapid increase in 
sales of manufactures to western Europe, total ECAFE 
exports to EEC fell and a modest rise was recorded on 
the EFT A market. This contrast reflects the difference 
in the composition of exports to the two groups, 
which in turn is partly related to the division of the 
region into Commonwealth and non-Commonwealth 
countries. Thus, the share of raw materials is higher in 
exports to EEC than in exports to EFT A, whereas 
the reverse is true for both the food group and for 
manufactures. Commonwealth countries have a higher 
share of manufactures and foodstuffs in their exports 
to western Europe than the non-Commonwealth 
countries. In general, the trade of ECAFE countries 
with EEC reflects more the traditional pattern of trade 
between industrial and non-industrial countries than 
does their trade with EFT A. 

(ii) The implications of the western European groupings 
for ECAFE developing countries 

204. It was seen in Table II-5 that of all the develop
ing regions, Asia is the least affected by EEC's 
common external tariff and common agricultural 
policies, given the predominant share of industrial raw 
materials in ECAFE exports. The effects on ECAFE of 
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the discriminatory treatment of manufactures that is 
implicit in both the EEC and EFT A is tempered at 
present, in the first case by the existence of Common
wealth preferences in the British market and, in the 
second, by the smaller weight of manufactures in 
the developing ECAFE region's exports to EEC. In the 
future, however, such tariff discrimination has serious 
implications for exports of ECAFE manufactures and 
might lead to a loss of potentially important markets. 
Moreover, even if the problem of adverse trends in 
world demand for primary products is left out of 
account, there are certain factors of a technical nature 
which are influenced by economic integration and 
which could probably affect the exports of certain raw 
materials of particular importance to the developing 
ECAFE region (see Chapter III). 

205. Attention has frequently been drawn to the 
fact that the creation of EFTA, as such, will have but 
little effect on third countries' exports of agricultural 
products. The existence of Commonwealth preferences 
in favour of a considerable number of countries within 
the region and the fact that quantitative restrictions 
on food imports are less frequently encountered in 
EFT A than in the EEC partly explain the higher share of 
EFT A in food exports from ECAFE countries. 

206. The share of the region's exports falling 
within the scope of the common agricultural policy of 
EEC or the preferences granted under the Convention 
of Association is smaller than for most other groups of 
developing countries (see Tables III-2 and IV-33), 
though it is still substantial enough to give rise to 

TABLE IV-33 

Developing ECAFE region:a Distribution of exports of principal commodities by destination, 1958-1960 

Total value 
of exports Outside 

(million dollars) regionsa UK 

Rubber I 157.8 98.0 18.3 
Tea 534.2 95.7 50.9 
Crude petroleum 440.8 89.5 19.7 
Petroleum products 409.2 44.6 6.8 
Rice. 345.1 33.0 1.2 
Sugar 195.7 80.2 
Copra . 175.4 94.0 3.3 
Cotton fabrics 174.0 79.1 28.7 
Jute . 166.5 92.0 23.3 
Jute fabrics . 154.5 96.8 8.7 
Tin metal 119.9 91.4 3.7 
Cotton, raw 91.2 76.7 9.8 
Tobacco • 66.1 94.8 35.0 
Tin in concentrate . 63.0 60.5 22.9 
Coconut oil 51.6 83.6 2.6 
Palm oil 39.1 79.0 19.9 

TOTAL . 4 184.1 82.9 18.4 

Source : Compiled by the ECAFE secretariat from data in national trade returns. 
,. Including Japan. 
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64.5 
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20.4 
26.7 
82.4 
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13.0 
3.6 
0.05 
0.01 
2.8 

0.1 
7.1 
1.9 
0.3 

11.7 
2.1 

3.4 
0.1 

5.0 

North 
America 

25.0 
11.0 
13.7 
0.6 

57.3 
29.7 
9.1 
7.8 

58.1 
45.4 

1.9 
6.2 

30.9 
42.8 
7.3 

19.1 
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9.1 
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9.5 
2.4 
9.1 

18.0 
5.1 

5.0 
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serious concern in the case of certain countries in the 
region. The area's most important export product that 
is affected by the EEC's common· agricultural policy 
is rice. Rice exports to western Europe are relatively 
unimportant compared with Asian intra-trade, but 
the amounts traded with the EEC are substantial and 
these exports have lately been growing quite brisk'ly. 
The main exporters are Thailand, which supplies 
mostly the Netherlands and Burma, and Cambodia, 
which exports mainly to France, where it enjoys 
preferential treatment. Dissatisfaction has frequently 
been expressed by countries other than Cambodia 
about the likely effects of the common agricultural 
policy for rice. It is felt that the variable levy system 
introduces a great element of uncertainty which might 
discourage importers, a result that may be compounded 
by the fact that, since the levy will be based on the 
lowest prevailing import quotation, it may disregard 
quality differences. 

207. Other important temperate zone agricultural 
exports of the region are sugar and tobacco. The 
trends referred to in Chapter III, section 1, subsection ii, 
will, at least in the short run, hardly affect ECAFE 
countries' exports: of sugar because the trade is centred 
in the Philippines, which enjoys preferential treatment 
in the United States market and does not export to 

r Europe. The growing self-sufficiency within EEC might 
however have an adverse influence on the prospects for 
the region's sugar exports in the longer run, since this 
product might have provided an opportunity for output 
diversification in certain of the countries in the area. 

208. The ECAFE developing area sends only small 
supplies of tobacco to the EEC compared with other 
regions, but the EEC is an imp(_)rtant market for the 
area and accounts for some two-fifths of its total 
exports which are mainly supplied by Indonesia, the 
Philippines and Taiwan. Although Asian tobacco is of 
a completely different type from that supplied by 
Greece and Turkey, the CET on this item combined 
with the policies of the French and Italian State 
monopolies could induce a shift of tastes and thus 
deprive the region of an important potential export 
market. 

209. The ECAFE area is only a marginal exporter 
of the most important tropical products-coffee, 
cocoa, bananas-but a very important supplier of 
certain other goods that are also covered by the 
Convention of Association, particularly cashew-nuts, 
pepper and muscat-nuts. 

210. The steep decline in EEC coffee imports 
from the ECAFE area has been more than compen
sated for by a rapid increase in EFTA's imports. 
Though the margin of protection given to associated 
countries has recently been reduced and although 
quality considerations should favour somewhat ECAFE 
countries, coffee exports from Indonesia, India, 
Malaya and other ECAFE countries will still find it 
difficult to surmount the CET and the share of ECAFE 
countries might continue to decline. 

211. Cocoa bean exports to EEC from ECAFE 
developing countries are relatively unimportant; the 
preferential rate granted to associated countries by 
EEC might possibly affect some exports from Ceylon 
and Indonesia. The tariff however may deter some 

_ countries that have been planning a certain diversifica
tion of their exports by producing commodities other 
than the traditional ones-among them cocoa. 

212. Given the low per capita tea consumption in 
continental western Europe and the unlikelihood that 
this will show any rapid increase, the removal of the 
EEC tariff on tea-which would have been indispens
able for Ceylon and India had the United Kingdom 
joined the EEC-has only a limited, if still fayourable, 
significance. On the other hand, the suppresswn of the 
EEC tariff on tropical woods might be of some prac
tical importance for Burma, Borneo and Malaya
countries which already export wood in growing 
quantities aided by the recent trend of European 
tastes in favour of hardwood furniture. 

. 213. The high rate of EEC preference on pepper 
and muscat-nuts (17 per cent and 15 per cent respec
tively) will undoubtedly have an effect on ECAFE 
exports. Though in absolute terms exports of these 
commodities are not very important, the ECAFE 
region is the main world supplier and the EEC imports 
more than one-third and some three-fourths, respec
tively, of its total requirements from the ECAFE 
region. In the event of any redirection of trade favo~r
ing the African associated countries, Borneo, India, 
Cambodia Indonesia and Singapore will be the most 
affected. It should be pointed out however that, in the 
short run, associated African countries will not be 
able to expand their output rapidly. 

214. The ECAFE region's exports of vegetable oils 
and seeds will be doubly affected in two ways: by the 
protection accorded to the domestic crushing industry 
by the CET and by the method that will be used to 
dispose of the internal surplus of dairy products; 
and by the protection accorded by the Convention of 
Association to the more directly competing tropical 
oils. 347 There is now much less chance that the Philip
pines, Indonesia, Borneo, Malaya and other countries 
in the area will be able to export processed vegetable 
oils to the EEC. These will also find it more difficult to 
export copra-of which the area is the main producing 
region of the world-to the EEC, whilst Ceylon, 
Malaya, India, Thailand, Indonesia and the Philip
pines might experience difficulties for their coconut oil 
exports to the market.348 These countries have ap
proached the EEC on two occasions to obtain the 
suppression of the CET on coconut oil that would 
unjustifiably hamper their crushing activities. The 
Community replied that the coconut oil duty could 
only be reconsidered in the framework of a discussion 
of the general fats and oils policy. 

m See Chapter III, section 1, subsection iii. 
m There is also some copra and coconut production in the AOS 

andAOT. 
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TABLE IV-34 

Iran : Exports, 21 March 1960 to 20 March 1961 

(Quantities (Q) in tons, values (V) in thousands of US dollars) 

Economic 

World 

Commodities Q v Q v 

Fruits, fresh, and nuts 45062 7954 2 361 572 
Dried fruits ••• - 0 43 954 8 280 23 885 4239 

of which : Apricots . 3202 739 1746 388 
Raisins and 

green raisins 40 543 7 504 22043 3 836 
Caviar .......... 127.5 2202 22.7 568 
Tobacco. ... . . . 70 11 70 11 
Woollen carpets ... 6950 26291 2 789 11202 

TOTAL exports. 815 106 149 000 

Source: Foreign Trade Statisti<:s of Iran, 21 March 1960 • 20 March 1961. 

215. The effect of EEC policies on ECAFE fruit 
exports which, if Iran is excluded, consist mainly of 
tropical fruits is rather uncertain given the consider
able importance of high-cost fruit preparations. 
Exports of fresh coconuts from Ceylon, India and the 
Philippines will probably be adversely affected by the 
preferences granted in the second Convention of 
Association. The prepared fruit exports of China, 
Taiwan, Malaya, Singapore and Hong Kong may, in 
the long run, encounter competition from some AOS 
and AOT. 

216. In the case of manufactures, other developing 
regions are mainly concerned about the effects of eco
nomic groupings in the longer run; for ECAFE coun
tries, it is an issue of immediate interest. It was shown 
in Chapter III, section 2, that the important ECAFE 
export trade in manufactures is mainly accounted for 
by exports from India and Hong Kong-which, in
deed, supply a substantial part of the total exports of 
manufactures from developing to developed countries. 
Because of the great importance of a very small num
ber of ECAFE countries as exporters of manufactures, 
the discussion of the general issues associated with 
these exports (Chapter III, section 2) and of the more 
special problems created by the United Kingdom's 
position vis-a-vis EFTA and the Commonwealth 
(Chapter II, section 3, subsections i and ii), virtually 
covers all the special problems of the region. The way 
in which the established Asian exporters of manufac
tures fare on the western European market will be of 
great interest not only to other potential Asian 
exporters but to all non-associated developing coun
tries which are in a position to develop such exports. 

217. Asian countries also account for a large share 
of trade in manufactures among developing countries. 
In this connexion, a problem of special importance is 

of which: of which: Etutern Europe and 
Western Germany Total UK the Soviet Union 

Q v Q v Q v Q v 

2 232 517 1441 307 1426 303 295 275 
19029 3 305 4800 908 4638 876 11 786 2441 
1110 235 172 34 135 23 801 217 

17 823 3 056 4628 874 4503 847 10985 2224 
0.6 16 2.4 64 0.2 4 64.5 934 

2286 9455 2030 6805 198 107 2615 84 454 

69976 186 133 161 823 27990 

the tariff and quota discrimination practised by the 
AOS in favour of the manufactured goods of the Six, 
mainly at the expense of Asian suppliers. The existence 
of significant exports of Asian goods to non-associa&d 
African countries suggests that such discrimination
which until now has operated only in favour of the 
former metropolitan country-has already deprived 
Asian exporters of potential markets. 

(iii) Trade relations between the EEC and Iran 
and India 

218. Recently, a long~term trade agreement was 
concluded between EEC and Iran and unilateral tariff 
concessions were granted by EEC to India. However, 
the modest scope of the concessions obtained by the 
two ECAFE countries indicates the serious limitations 
of an approach which, at the moment, is the only 
available one, since political obstacles prevent the 
conclusion of any kind of treaty of association. The 
agreements reflect differences in the export structures 
of India and Iran. Apart from petroleum, Iran has a 
typically Mediterranean pattern of exports and the 
agreement seeks mainly to preserve certain fairly im
portant trade flows (see Table IV-34). The concessions 
granted to India mostly affect certain relatively un
important tropical goods and manufactures and should 
be interpreted rather as a symbolic gesture of good will 
on the part of the EEC. 

219. The three~year tariff agreement between EEC 
and Iran was approved by the Council on 24 Septem
ber 1963. The Agreement, which could come into force 
at the beginning of 1964, provides for limited suspen
sions in the CET and a non-discriminatory tariff quota 
on a product of particular importance for Iran. The 
main measures are the following: 
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(a) The CET on knotted woollen carpets will 
continue to be 32 per cent, but the maximum duty 
per square metre which, previous to the Agreement, 
was 5 units of account per square metre is reduced to 
4.50 units of account. 

(b) The EEC tariff on raisins is reduced from 
8 per cent to 7.2 per cent. Moreover, the Community 
will open a non-discriminatory tariff quota equal to 
15 per cent of the imports of raisins from third 
countries. 349 
On this quota the CET will be 2 per cent.350 

(c) The 8 per cent CET on dried apricots is re
duced to 7 per cent. 

(d) The CET of 30 per cent on caviar is reduced 
to 24 per cent. 

In the case of carpets, the two 30 per cent alignments 
towards the CET will already be undertaken by mem
ber countries when the agreement enters into force but 
there was only one such alignment for agricultural 
products. 351 A commission of EEC and Iranian repre
sentatives, which is to meet once a year, will super
vise the execution of the agreement and may suggest 
ways of improving trade between the Community and 
Iran. 

220. On 15 October 1963, the Council of Ministers 
of the EEC decided to grant to India some unilateral 
concessions (extended to all GATT members) on a 
number of products. These concessions had been 
envisaged during the course of the previous year's 
negotiations with the United Kingdom. In spite of the 
failure of these negotiations, the CET will be sus
pended for two years as from 1 January 1964 on a long 
list of Indian products such as curry, ginger, certain 
oils (e.g., santa! and castor oil), door-mats, hides, 
certain qualities of textiles, etc., amounting in total 
to 3 per cent of India's exports to EEC. For tropical 
products such as cashew-nuts and pepper, the Six will 

8 " This is an innovation because it is a Community quota and not 
simply the sum of individual country quotas as in the Treaty of 
Association with Turkey. However, the method of applying the 
quota on a pro rata basis, which has been provisionally adopted, 
diminishes somewhat the originality of this feature; in fact, for the 
time being the largest share of the quota will be granted to the west 
German market. 

800 From the wording of the agreement and its operational clauses, 
it would appear that the 15 per cent tariff quota is aimed mainly at 
preserving the level of west German raisin imports from Iran. 
Thus, in 1962, out of total EEC imp~ts of $21.1 million, $7 million 
came from non-associated count · s. Since western Germany 
absorbs most Iranian exports, this mplies that some $700,000 of 
the latter might be subject to a 2 per cent tariff and the rest to a 
tariff of 3.8 per cent. The net effect, however, will be a higher tariff 
rate (even if it is assumed that Australia will not be able to encroach 
on the quota), since west German imports of raisins from Iran 
oscillate between $2 million and $3 million and were previously 
subject to a duty of only 2.4 per cent. Had the agreement been 
ratified before Greece and Turkey had become associated countries, 
the 15 per cent quota would have implied the preservation of the 
present position of Iran in the west German market. 

"' The slower rate at which the CET is approached in the case of 
agricultural goods will alleviate to a certain extent the impact on 
Iranian exports, since the CET is higher than that charged by the 
main importer; thus the full negative effects of the CET are post
poned. For most qualities of carpets, the specific duty virtually 
implies a continuation of the previous west German tariff, whilst for 
France, it implies a substantial tariff reduction on a product for 
which demand has probably a high price elasticity. 

~ 
consult the AOS with a view to granting further 
concessions. 

I 
(iv) Conclusions 

221. It is indicative of the importance and the 
urgency of the trade problems of the developing coun
tries that even in the ECAFE region, which prima facie 
seems to be the least affected among the major develop
ing areas by economic integration in western Europe, 
great concern has been expressed about western 
European trade policies. The whole subject and, more 
particularly, the implications of EEC, have been con
sidered by the ECAFE Committee on Trade and by 
ECAFE itself at their successive sessions. The following 
summary of the views and recommendations of these 
bodies indicates the attitudes of the member Govern
ments.352 

222. " The Community's policies with regard to 
agriculture, tariffs, quantitative restrictions, cartels, 
mixing regulations, internal taxation, State trading and 
the Association of African States call for continuous 
vigilance by Asian countries. The Community's policy 
for the organization of the rice market and its common 
policy for oils and fats could have a serious impact on 
the exports .of third countries. Repeated assurances 
have been given on behalf of the Community that the 
latter will pursue liberal policies and safeguard the 
legitimate trade interests of the countries of the region. 
Despite these assurances countries of the ECAFE 
region by no means feel assured that the Community is 
in fact pursuing outward-looking and liberal trade 
policies which are most essential for the economic de
velopment of the ECAFE region. The question of com
patibility of some features of the Rome Treaty with the 
General Agreement on Tariffs and Trade has also not 
been settled. As a result of bilateral agreements which 
several countries are negotiating with the Community, 
an element of discrimination could be introduced as 
between one developing country and another. It is 
desirable that discrimination between developing coun
tries, inter se, is avoided. Entry ofthe United Kingdom 
into the Community would have posed some serious 
problems for several countries of the ECAFE region, 
especially the Commonwealth countries. The break
down of the negotiations, however, has not rendered it 
any less urgent for the Community to pursue liberal 
and outward-looking policies." 

223. At the time of the negotiations between the 
EEC and the United Kingdom, anxiety was expressed, 
in particular, by Commonwealth countries which had 
already reached a comparatively advanced stage of 
industrial development in certain fields and which 
therefore relied upon further increases in exports of 
manufactures as a means of ensuring continued eco
nomic growth. Thus, the Governments of India and 
Pakistan submitted memoranda on their position to 
the Community and undertook consultations with 

"' See submission by the ECAFE secretariat to the second session 
of the Preparatory Committee for the United Nations Conference 
on Trade and Development, document E/CONF.46/PC/9, 16 April 
1963. 



IMPLICATIONS OF ECONOMIC GRc;:>UPINGS AND/OR PREFERENTIAL TRADING ARRANGEMENTS 383 

both the Six and the United Kingdom. It fol1ows from 
the summary reproduced above that these and other 

__. Governments in the region have continued to stress 
the urgency of liberal and outward-looking policies on 
the part of the EEC. The need for such policies to be 
adopted by all developed countries~articularly in the 
case of manufactured goods, has been demonstrated by 
the foreign trade projections made by the ECAFE 
secretariat. 353 

Chapter V 

SUMMARY AND CONCLUSIONS 

1. As pointed out in the Introduction to this study, 
the fact that it is mainly devoted to a detailed examina
tion of the existing situation does not imply that 
present arrangements in the EEC, EFT A and CMEA 
(such as the CET and the Common agricultural 
policies of the EEC) are more important than potential 
developments. In fact, the contrary is true: all three 
economic groupings are continually changing as a 
result of day-to-day policy decisions. By the very 
nature of this process, some of the most momentous 
decisions. tend to be postponed for various reasons 
and, moreover, policies already adopted may be 
modified. Finally, there is considerable scope for 
adopting in the future new common policies which 
would differ significantly from current national 
policies. 

2. This continuing process of transformation, 
which may be influenced by actions and attitudes of 
third countries, should be borne in mind throughout 
this chapter. As far as the following summary (sec
tion 1 below) is concerned, it implies that the findings 
based on the situation existing in November 1963 may 
be invalidated by subsequent decisions taken by the 
groupings. 354 In contrast, section 2 of this chapter is 
devoted to an examination of the possibilities of 
change in the short as well as in the long run: a dis
cussion of the position of EEC and EFTA vis-a-vis the 
programme and proposals aiming at the elimination of 
barriers to the exports of developing countries is 
followed by an appraisal of the contributions which 
the groupings, particularly EEC and CMEA, may 
make to bring about structural changes and a new 
pattern of international trade. 

1. SUMMARY' OF FINDINGS 

3. The paper deals largely with short and medium
term prospects, while the actual impact of the group
ings on the exports of developing countries in the past 
few years is discussed only occasionally. This approach 
was adopted because a statistical analysis based on a 

... See document E/CN.ll/DPWP.8/L.4 Corr. 1 and 2. 
"' See Annex 2 for a general review of the contents of the 

policy decisions taken in December 1963 concerning certain agri
cultural common policies and the tariff negotiations with third 
countries (the ''Kennedy round"). 

period when the EEC and EFT A arrangements had 
not been fully implemented could not lead to valid 
conclusions. Indeed, it appeared from trade statistics 
that the deterioration of the relative position of 
developing countries in the markets ofEEC and EFTA 
since the mid-Fifties, resulted from the combined effect 
of a fall in the price of primary commodities, larger 
supply elasticities of some primary commodities in 
several non-member developed countries, and above 
all, the quicker growth of imports of manufactures 
into the groupings than of other sectors of trade. ss5 
But there was hardly any important commodity subject 
to discrimination where developing third countries 
suffered an absolute or even relative decline of their 
exports because of increased intra-trade within EEC 
or EFTA or larger EEC imports from the AOS. It is 

,also likely that in the short run the trade diversion 
effect of EEC and EFTA will be relatively small as 
far as developing countries are concerned except for 
some temperate-zone agricultural products subject to 
variable levies in EEC. However, it remains true that 
in the longer run, and in the absence of appropriate 
new policy measures, these groupings have essentially 
negative implications for developing countries. 

4. Chapter II emphasizes the considerable differ
ences that exist between the three groupings under 
discussion. The EEC is to become an economic union 
in which the customs union is completed and re
inforced by the free movement of labour and capital 
and by common policies in most, if not all, fields where 
an active role on the part of the State has been cus
tomary in the member countries. By contrast, the 
EFTA is limited, for the time being, to a free trade 
area for industrial products, though there are indica
tions that the consolidation of this association follow
ing the breakdown of the negotiations between the 
United Kingdom and the EEC, might lead to an 
extension of its scope by the inclusion of more agri-

"'(Cultural products (either in the framework of bilateral 
agreements or through a revision of the list of "agricul
tural products") and by the adoption of certain 
common policies. The CMEA seeks to extend the 
international division of labour among member 
countries through the co-ordination of investment and 
production plans and negotiated specialization schemes. 

5. The participation of non-members in CMEA 
activities is confined to Cuba and Asian centrally
planned economies having an observer status. Apart 
from the special arrangements concerning Finland, 

~ there are no associate members or observers in EFT A, 
since the free-trade-area mechanism makes it possible 
for member countries (in practice, the United Kingdom 
and Portugal) to continue their preferential arrange
ments with third countries and territories. By contrast, 
association of non-member developing countries is an 
important feature of the EEC, either as a replacement 

m Imports of manufactures (other than base metals) from de
veloping countries into EEC and EFTA grew more rapidly in recent 
years than their total imports of manufactures, but because of their 
minute share in total imports from developing countries, this had 
hardly any significance. 
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of pre-existing preferential arrangements with former 
colonial territories (mainly in the franc zone) or by 
providing a privileged position for developing coun
tries (i.e., Greece and Turkey) with a view to a subse
quent adherence to the customs union of the Six. The 
differences between EEC and EFT A in respect of pre
existing preferences are significant: in the first case, 
their geographical scope is extended-although the 
margin of preference is reduced on the main export 
products-whereas, on balance, the position of the 
beneficiaries of Commonwealth preferences on the 
United Kingdom market is likely to deteriorate 
somewhat as a result of the free access granted to 
EFTA suppliers of industrial products. 

6. Chapter III is devoted to a product-by-product 
assessment of the implications of the groupings for the 
exports of developing countries. Subsection III.l (i) 
on temperate zone agricultural products draws atten
tion to the overwhelming importance of the growing 
imbalance between production and consumption in 
most western European countries. This trend corres
ponds to the realization of a backlog of technological 
improvements which is far from being exhausted, but 
its speed is largely attributable to the protectionist 
and expansionist nature of the support policies 
adopted in practically all western European countries. 
Moreover, in recent years, the anticipation of the 
agricultural Common Market constituted an additional 
incentive to higher production in EEC countries with 
a large agricultural potential, changing noticeably the 
over-all statistical balance of supply and demand in 
the Community; and, in turn, the Common Agri
cultural Policy, which represents a synthesis of national 
protectionist policies, is likely to result in a further 
acceleration of the trend towards self-sufficiency. 

7. Developed countries are the main suppliers of 
temperate zone agricultural products, in a narrow 

· sense, to the EEC. However, such products are of vital 
importance in the exports of a number of developing 
countries, some of which, as marginal suppliers, 
have only a very limited bargaining power. Moreover, 
the common agricultural policy covers several com
modities (namely, beet-sugar, butter, animal fats, 
temperate zone oilseeds, fruits), which compete with 
tropical products exported by a large number of 
developing countries. Finally, there are a number of 
potential exporters of both directly and indirectly com
peting agricultural products which could be barred 
from the EEC market as a result of the accelerated 
trend towards self-sufficiency within the Community. 

-~--

8. As regards tropical foods and beverages (III.l.ii), 
exports by a relatively large number of third coun
tries are threatened by the extension of preferences 
to such important markets as western Germany, the 
Netherlands and Belgium. In the short run, the shifts 
that are likely to be provoked in the geographical 
pattern of trade vary considerably from one product to 
another but appear, on the whole, to be of limited 
significance. This is so because the AOS and the AOT, 
which export the bulk of their suppliers of the main 

tropical products to the EEC, account only for about 
one-quarter of the current import requirements of the 
latter. In contrast, preferences together with various 
forms of assistance may lead to a substantial increase 
in production in the long run, thereby enabling the 
AOS and the AOT to displace third countries in the 
EEC-market to a significant extent. Such an increase 
in production, if in excess of the actual demand, 
could also result in a further weakening of world 
prices. Moreover, production in the AOS seems to be 
inhibited at present by organizational weaknesses and 
the discouraging effect on producers of persistently 
low prices. Furthermore, any conceivable increase in 
production in the AOS as a result ofEEC arrangements 
is small in relation to the growth in world demand 
which could result from continued economic expansion 
and the adoption of policies favourable to the imports 
of tropical foodstuffs in the CMEA countries. 

9. Little space was devoted to raw materials 
(III.l.iii), since they enter both EFTA countries and 
the EEC duty-free and quantitative restrictions are 
exceptional. It was, however, noted that the free 
access was not an unmixed blessing as long as those 
groupings do not change the tariff escalation policy 
traditionally applied by developed countries, which 
discourages the establishment of processing facilities 
in developing countries. 

10. Section III.2 of Chapter III, devoted to semi
manufactures and manufactures, reveals the extremely 
small size and heavy geographical concentration of 
this trade and its connexion with preferential arrange
ments, while emphasizing the tremendous potential 
importance of such exports for the developing coun
tries, that could be jeopardized by the tariff and quota 
policies of EEC and EFT A countries. Preferential 
access to the EEC market for foodstuffs processed by 
the AOS may result in significant expansion of their 
exports, but would further inhibit similar ventures in 
third countries. On the other hand, access to the 
markets of the AOS for Asian exporters of manu
factures may continue to be restricted by the associa
tion with EEC. 

II. Section III.3 discusses the implications of the 
CMEA on the basis of another paper presented to the 
Conference. 356 Contrary to the other two sections, 
where the main discussion referred to tariff, quota and 
other EEC and EFTA policies, this section combines 
data derived from the national economic plans of 
CMEA countries with whatever information was 
available on CMEA decisions to implement the general 
principles that guide that body. 

12. For temperate zone agricultural products 
prospects are, on a long-term view, unfavourable-in 
contrast with a promising outlook for tropical food
stuffs and beverages. For some years to come, large 
imports of staple foodstuffs may occur from time to 
time, to avoid a cutting back of consumption levels in 

"' See "Past trade flows and future prospects for trade between 
centrally-planned economies and developing countries", in this 
volume. 
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years of bad harvests. However, considering such 
emergency imports as abnormal, the CMEA countries 
aim at maximum expansion of production within the 
area. The possibilities of technical progress in agri
culture are such that, if current policies remain 
unchanged and are supported by the necessary invest
ment and other efforts, it is most unlikely that the 
area will import much besides the non-competing 
foodstuffs in the long run. For these tropical food
stuffs, the potential expansion of the present very 
small CMEA market is immense, given appropriate 
policies there and in the exporting countries. As 
regards raw materials, the existing export surpluses 
for a number of fuels and raw materials, and the high 
priority attached to the expansion of output of raw 
materials still in short supply in the CMEA area, 
suggest only moderate possibilities of expanding net 
imports of most of such products from outside sources, 
though imports of special types and qualities (long
staple cotton, for example) may well continue to rise. 
The current pattern of trade and present policies on 
production and imports of foodstuffs and raw materials 
could change in the direction of greater import 
dependence if the CMEA member countries were 
given a reasonable certainty of an adequate future flow 
of such supplies from non-member countries and of an 
increasing possibility of paying for them by exporting. 
The future imports of semi-manufactures and manu
factures into the CMEA area from developing coun
tries could likewise be large, given appropriate policy 
measures on both sides. 

13. The geographical presentation adopted in 
Chapter IV deals almost entirely with short-term 
implications for existing trade flows and concentrates 
on the problems raised by EEC. This approach makes 
it possible to show the very considerable differences in 
the positions of individual developing countries, 
which are determined not only by the commodity 
composition and geographical pattern of their export 
trade, but also by the whole fabric of their trade 
relations and other institutional links with developed 
countries and with each other. 

14. Some issues of special importance to various 
groups of developing countries were also identified, 
such as the cleavage of tropical Africa into associated 
and non-associated countries and the implications of 
this for the creation of an African Common Market; 
the intricate pattern of association agreements and 
bilateral links in the Mediterranean region; the 
search for a common stand in Latin America, concerned 
with tropical as well as with temperate zone agri
cultural products; and, finally, the vital importance of 
present and future exports of manufactures for Asian 
countries, relatively less affected by other features of 
the EEC. 

15. The approach adopted in Chapter IV was 
• bound to raise the issue of the possibility of some kind 

of accommodation with the EEC. It appears that 
association, as conceived by the Rome Treaty and as 
applied-in the case of Greece and Turkey, is not a 
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constructive approach, at least in the broader frame
work of the trade problems of developing countries. 
The most attractive feature of an association for a 
developing country is the commitment made by the 
grouping to assure for its exports a privileged position. 
First such commitments have the fundamental dis
advantage of concentrating on the relative position of 
an individual third country as compared with other 
third countries. This implies that the grouping still 
remains essentially free to frame its internal economic 
policy without much concern even for the associated 
country which is, at best, consulted in a rather incidental 
manner. It also implies that the subsequent extension 
of the association system could gradually take away 
many of the advantages granted to old associates 
without any need for a formal revision of the agree
ment. Since the number of assoCiated members must 
therefore be limited if such membership is to carry 
any advantage with it, association cannot be con
sidered as a solution for the problems of all or even 
most developing countries. On the other hand, the 
reciprocal preferences enjoyed by a number of 
developed countries in the markets of associated 
countries may hamper the industrialization of the 
latter and also trade in manufactures among develop
ing countries. 

16. In general, it would appear that an appraisal of 
the possible effects of changes in the institutional frame
work of world trade on existing trade flows could 
hardly provide an answer to some of the most vital 
general questions that might be asked. The conclusions 
derived from such a traditional approach are of 
interest to individual countries and groups of coun
tries, but they are generally based on an " all other 
things being unchanged " assumption, thereby failing 
to take into account the interdependence of trade 
flows and also to ascertain the over-all effects on all 
developing countries. It is precisely this type of 
analysis which leads to the search for short- or medium
term solutions likely to prevent or at least limit 
damage to the trade of individual developing countries 
or groups of countries. The measures adopted cannot 
but relate to existing trade flows, which are a poor 
guide to the pattern of world trade that could help to 
promote economic progress in the developing countries. 

2. CONCLUSIONS 

17. The considerable apprehension and concern 
which exist in the developing countries as a result of 
western European integration reflect only partly the 
new element of discrimination introduced by the 
groupings against third countries, and in the case of 
EEC, also among third countries. More important is 
the fact that the groupings, by strengthening the 
over-all position of important developed countries, 
tend to accentuate the lack of balance in the world 
economy. Viewed against the background of the past 
decade (and in some cases several decades) of frustrat
ing experience in the field of trade, the apprehensions 
of developing third countries (and the guarded 
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optimism of developing countries directly or indirectly 
associated with the groupings) are very easy to 
understand. Indeed, the widespread feeling of suspicion 
and fear is symptomatic of the disquieting develop
ments in the distribution of world income which, in 
turn, reflect the structure of, and the trends in, world 
production. These trends can only be partly explained 
by basic economic factors and technological develop
ments: they are also due to protectionist national 
policies in developed countries. 

18. It may be noted that the developing countries 
are not likely to be favourably impressed by arguments 
related to the acceleration of the economic growth of 
member countries which might be brought about by 
the groupings. Even on the assumption that such an 
acceleration would more than offset the trade diversion 
effect, it remains unlikely that the groupings-in the 
absence of policy innovations-would facilitate an im
provement in the distribution of world income and 
thus change the past pattern of economic development. 
In this context, the developing countries cannot but 
observe that the establishment of groupings involves a 
weakening of their bargaining power, thereby render
ing their own position even more insecure than before. 
This is of particular importance in the case of the 
EEC, which by definition will act as a unit. 

19. Since more and more depends on explicit policy 
decisions made in the framework of the economic 
groupings, where costs and efficiency represent only 
one of the guiding criteria, the developing countries 
feel that in the new institutional set-up they are in
creasingly deprived of the possibility of assessing and 
planning their own future. It is true that even prior to 
the creation of the economic groupings, the develop
ing countries had very little influence on the course of 
world trade, but at least they could count on some 
indirect protection of their interests as a result of com
petition between conflicting economic interests in the 
various developed countries, or-if they belonged to a 
preferential area-on the stabilizing effect of formal 
and informal preferences. In the situation that is now 
being created, the whole future of the trade of a small 
country may be at the mercy of a decision taken by the 
council of ministers of an economic grouping, aR 
agreement of association with another country or a 
change of membership in one of the groupings. 

20. In broad terms, the measures suggested to im
prove the position of developing countries vis-a-vis the 
economic groupings fall into two categories: the first 
consists of short-term arrangements made or con
templated by the groupings (in practice, essentially the 
EEC) to preserve the existing trade of developing 
countries. As indicated above, the legal framework of 
the EEC association system, combined with the limi
tations imposed by GATT, does not provide universally 
applicable solutions. The second category of measures 
is not limited to the economic groupings as such, but 
concerns all developed countries. Nevertheless, be
cause of its characteristics, each economic grouping 
has a special position with regard to these measures 

depending upon whether they are of the traditional 
type, i.e., concerned with the dismantlin~ of trade 
barriers, or aim at more fundamental structural 
changes in world production and trade. 

(i) Elimination of trade barriers and the problem of 
preferences 

21. In order to improve the export prospects of 
the developing countries, it has been suggested that 
developed countries should eliminate all trade barriers 
that affect such exports. This is the approach sponsored 
by GATT and embodied in its Action Programme. 
Similar proposals are considered in various other 
papers submitted to the Conference. 

22. The common feature of these proposals is that 
they refer to the traditional instruments of trade 
policies, such as tariffs and quantitative restrictions, 
that are applied by developed market economies and 
do not touch the heart of the problem of agricultural 
protectionism, which is intimately linked to national 
support policies. In general, they reflect a recognition 
of the fact that developing countries can derive only 
limited benefits from a general liberalization of trade 
on the part of the developed countries, that is achieved, 
for example, through tariff reductions negotiated 
within the GATT. As a minimum, these proposals aim 
at a non-discriminatory elimination of trade barriers 
on products of special interest to developing countries. 
Since temperate zone agricultural products are ex
cluded in practice and imports of virtually all raw 
materials are free from restrictions, the programme is 
essentially limited to tropical foods and beverages and 
manufactures, including semi-processed goods. As 
regards the latter, the elimination of trade barriers 
would benefit only those developing countries that can 
compete on the markets of the developed countries. 
Therefore, it has also been suggested that a discrimina
tory dismantling of tariffs on manufactures in favour 
of developing countries be introduced. This proposal 
constitutes a departure from the most-favoured-nation 
principle which, however, would still be applicable 
within the groups of developed and developing coun
tries respectively. 357 

23. Any proposal to dismantle tariff barriers raises 
specific problems for free trade areas and customs 
unions, and also for countries or groupings which 
grant preferential treatment to individual developing 
countries. In the first place, a· member of a customs 
union or free trade area cannot, according to the 
existing rules, discriminate against the other members 
in favour of developing countries. In the second place, 
the elimination of tariffs on a non-discriminatory basis 
vis-a-vis third countries would amount to an abandon
ment of the customs union and free trade arrangements 
in the case of the products in question, thus changing 
the internal balance of concessions within the group
ings. This procedure would also deprive a certain 

m However, the significance of the most-favoured-nation treat• 
ment is changing because of the growing importance of customs 
unions and free trade areas. 



number of developing countries of their present privi
leged position among third countries. This explains 
why the EEC has so far refused to endorse the GATT 
Action Programme. 

24. In the specific case of the Association of the 
Eighteen, the Six expressed the view that it provided 
for a particular application of positive discrimination 
in favour of developing countries which could not even 
compete efficiently with a number of developing 
countries in other parts of the world. 858 This attitude 
was further reflected in the offer of the EEC to extend 
the association to other African and West Indian 
countries at a similar level of economic development 
all:d with a ~imilar structure of production. In reply, 
third countnes have pointed out that the EEC As
sociation is based on the principle of reciprocity, even 
if of limited application, and that the special position 
of the Eighteen could be taken into account by the pro
vision of aid rather than the retention of preferential 
treatment. 

' 
. 25. The retentio~ ~f a certain degree of reciprocity 
m the EEC AssociatiOn undoubtedly constitutes a 
negative feature. This would be the case even if the 
AOS were left entirely free to determine the scope and 
nature of the protection they want to give to their 
industries or to industries based on the markets of 
customs unions. Even if such a limited degree of re
ciprocity was accepted by the Six-and this is by no 
means explicit in the text of the second Convention of 
Association-preferential treatment granted by the 
AOS to imports from the Six that do not compete, 
either actually or potentially, with their own produc
tion would still imply some effect on the cost of such 
imports and, more generally, would tend to reinforce 
the trade dependency of the AOS. 

26. As regards the replacement of preferences by 
aid, it was noted in Chapter II of the present paper 
that a certain shift in this direction did take place under 
the second <?onvention of Association. However, this 
reflects the mterest of certain members of the Six in 
maintaining their traditional trade links rather than a 
general consideration of the relative merits of the two 
methods. Aid has the advantages of avoiding a cleavage 
between developing countries, of facilitating the geo
graphical diversification of the exports of the AOS and 
of avoiding special incentives to increased production 
of primary products in the associated countries. 
However, if the Eighteen were not to suffer any loss 
from the change, a shift from preferences to aid would 
have to be accompanied by further efforts to increase 
their absorptive capacity. The aid should also be used 
to promote diversified economic development, so as 
to avoid an excessive concentration on traditional 
production. 

27. The preference granted to the Eighteen within 
the framework of the EEC Association represents a 

,.. During the GATT discussions on the Action Programme some 
EEC countries expressed the view that this problem could best be 
solved by world-wide managed marketing arrangements for tropical 
products, which would make preferences evehtually unnecessary. 
So far no such concrete proposals have been made. 
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special case. There are, however, also other preferential 
arrangements, e.g., within the Commonwealth, which 
benefit a number of developing countries at a relatively 
low level of development and, therefore, raise similar 
problems. In general, it would appear that equal access 
to the markets of developed countries for all developing 
countries would necessitate the acceptance by the latter 
of a certain concentration of foreign aid in the least 
developed among them and also a common under
standing about the nature of their programmes for 
expanding exports. 

(ii) Structural changes 

28. Past experience has shown the serious limi
tations of an approach confined to the elimination of 
trade barriers. Selective measures in this field had the 
di~a~vantage of being too strongly influenced by 
ex1stmg flows of trade and of being obstructed by 
vested interests. Whilst a generalization of such 
measures would do away with these shortcomings, they 
would still not be applicable to countries where tradi
tional means of trade policy do not play a significant 
role. Even more important is the fact that it is by no 
means certain that substantial trade expansion will 
automatically follow free access to a market. As was 
pointed out in the Joint Declaration of Developing 
Countries.359 "The removal of obstacles to the trade of 
the developing countries is important, but the ac
celerated development of the parts of the world which 
are lagging behind requires more than the uncondi
ti.onal application of the most-favoured-nation prin
crple and the mere reduction of tariffs. More positive 
measures aimed at achieving a new international 
division of labour are essential to bring about the 
necessary increase in productivity and diversification 
of economic activity in the developing countries." 

29. The new approach would involve changes in 
the patterns of investment and production in developed 
and developing countries alike and would therefore 
require at least some co-ordination of national eco
nomic policies in the developed countries and efficient 
and co-ordinated development planning in the develop
ing ?ountries. To determine the structural changes 
requued, Governments could be guided by detailed 
projections of world production and trade, taking into 
account conclusions derived from extensive analysis of 
promising activities (and the expansion of existing 
ones) in developing countries. While these structural 
changes have to be initiated by measures taken in the 
developed countries, they would need to be accom
panied by corresponding changes in the pattern of 
output of the developing countries and in the trade 
flows between and among the two groups. 

30. In the process of promoting structural change 
the economic groupings of developed countries could: 
under favourable conditions, become an asset rather 
than a liability, since they (the EFT A much less than 
the EEC and CMEA) are developing consultative 

"'United Nations, Official Records of the General Assembly 
Eighteenth Session, Supplement No. 15 (A/6515), Resolution 1897, 
Annex (XVIII), 13 November 1963. ' 



388 INTERNATIONAL TRADE AND ECONOMIC DEVELOPMENT 

machinery for policyMmaking and thereby acquire the 
habit and experience of implementing structural 
changes by common decisions of sovereign States. To 
the extent that the CMEA and the EEC have both 
encountered the problem of reconciling their other 
objectives with the need to accelerate the economic 
growth of their less-developed countries or regions, 
their experience might be of some relevance in a wider 
context.360 Indeed, the new approach would have the 
advantage of being applicable to the CMEA, which 
hardly relies on traditional methods for its economic 
integration, and also to those aspects of the EEC which 
go beyond the traditional mechanism of a customs 
union. 

31. It is not the purpose of this chapter to put 
forward concrete proposals concerning the arrange
ments, organizations or consultative machinery for 
international trade. More modestly, it is intended to 
indicate, on the one hand, the special position of the 
groupings with respect to any consultative machinery 
and, on the other, some of the issues which an approM 
priate consultative machinery could tackle with some 
chance of success in so far as the groupings are 
concerned. 

32. The main particularity of the groupings (valid 
at present much more for the EEC and the CMEA 
than for EFTA) in this respect is that they have 
established new decision-making centres. In these 
centres compromises are reached between member 
States, sometimes after protracted negotiations, that 
are likely to bring about rapid and deep changes in the 
structure of production and trade over a large area. 
Such a decisionMmaking process is extremely involved 
and delicate and the compromises frequently so 
difficult to reach that member countries would be 
highly reluctant to modify their decisions in subsequent 
international negotiations or consultations. Such modi
fications would not only require the agreement of all 
member countries but, to the extent that they change 
the internal balance of concessions, a complete reM 
negotiation between the member States may become 
necessary. 

33. The fact that the groupings constitute a new 
level of decision-making which, however, does not 
supersede for the time being the policy-making powers 
of sovereign member States, considerably complicates 
the task of any international body dealing with trade 
problems. On the other hand, the groupings have the 
advantage of not confining themselves to (in the case 
of the EEC and to a lesser degree in EFTA) or not 
even being primarily concerned with (in the case of 
CMEA) the traditional "trade only" approach, but 
trying to tackle, at least internally, more fundamental 
economic issues (e.g., investment decisions in the 
CMEA, regional policy and agricultural support policy 

"' As noted in the Joint Declaration of Developing Countries 
"the measures taken by developed countries to promote the develop
ment of the relatively backward areas within their national boundaries 
provide a guide for the purposeful and dynamic action which needs 
to be taken in the field of international economic co·operation". 

in the EEC, etc.). By making this effort more outward
looking, the groupings could make a major contribu
tion towards the elimination of some important 
structural obstacles impeding the expansion of trade 
and production in the developing countries. 

34. Because of this situation, it is vital that the 
views of developing third countries are brought to the 
attention of the groupings before they make a decision 
on any particular issue and that these countries be in a 
position to influence materially policy decisions when 
they are discussed by the groupings regardless of 
whether or not the subject-matter is directly connected 
with trade. In this context, it has to be recognized that 
in the case of EEC and EFT A large developed third 
countries are much less likely to be faced by a fait 
accompli, not only on account of their bargaining 
power, but also because through the combined efforts 
of a developed government machinery and important 
groups representing private interests they are in a 
better position to anticipate the groupings' decisions 
and to influence the negotiations within the groupings. 

35. It would be beyond the scope of this paper to 
formulate detailed and elaborate proposals concerning 
the content of consultations in so far as the groupings 
are concerned. Nevertheless, four major areas of 
action can be tentatively identified. They are presented 
mainly as an illustration of (i) the type of questions 
which should be considered jointly by the developed 
and developing countries; and (ii) the types of action 
which might be taken to promote structural changes 
by measures other than those usually applied in 
commercial policies. 

(a) Temperate zone agricultural products 

36. If the analysis presented in section 11.1 (i) 
is va1id, the most delicate short-term issue for develop
ing countries will be the over-saturation of western 
European markets, which could affect not only directly 
competing imports, but also some indirectly competing 
products such as oilseeds and vegetable oils, and 
eventually even tropical and sub-tropical fruits and 
early vegetables. 

37. Before attempting to solve this question, a 
fundamental choice has to be made. Either structural 
surpluses not only in north American but also in 
western European agriculture are considered as 
unavoidable, in which case surplus disposal schemes 
will become a permanent feature of world trade, or 
measures have to be taken to orientate western Euro
pean agriculture towards a more extensive type of 
cultivation, therefore limiting the growth of agricul
tural output in general and of that of labour-intensive 
products in particular.361 

38. Surplus disposal schemes tend to retard the 
necessary structural changes in the world economy. 

"' It may be noted that the common agricultural policies recently 
adopted by EEC within the framework of a more general compromise 
failed to face this choice and may, therefore, have to be reconsidered 
in the not too distant future (see Annex 2 to this paper). 
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More particularly, experience shows that the operation 
of such schemes leads to a cumulative process by 
which surpluses are continuously growing and by 
which agricultural protectionism is reiuforced for 
those commodities where domestic production still 
falls short of consumption. 362 If, nevertheless, this 
alternative is adopted, it would be necessary, as far as 
the groupings in western Europe are concerned, to 
accept a definition of "surplus" by reference nat only 
to production and consumption, but also to a certain 
level of guaranteed imports and, subsequently, to 
organize the disposal of the notional surplus on a non
commercial basis by co-ordinated international action. 
The alternative solution could of course be attained in 
the long run by a gradual reduction of support prices 
in western Europe and, possibly, at a later stage in 
other developed countries; but such a course taken 
alone is politically impracticable in the present condi
tions. Consequently, it should be possible to make 
structural changes in agriculture a matter of negotia
tion and consultation. 

39. It is generally acknowledged that such changes 
in western Europe would involve a substantial reduc
tion in the size of the agricultural population together 
with large-scale land consolidation and withdrawals 
from cultivation of at least some marginal land. Con
sultations could therefore be centred on the type of 
support policies that would offer the best chances 
of accelerating these structural changes. As a point of 
departure, a desirable long-term rate of decrease in 
agricultural population could be agreed upon for each 
important producing country in western Europe and 
also the required increase in average farm size. Having 
determined such general principles, the national 
support policies and the EEC common agricultural 
policy would then be reviewed at intervals of, say, 
three years. If the structural transformation during the 
period under review appears to be too slow in relation 
to the desired rate, changes in support policies would 
have to be proposed by the countries concerned and 
discussed with other countries. Among the policy 
measures which could be introduced from the outset 
are the establishment of land boards to purchase 
agricultural property for land consolidation or for 
reconversion, the subsidization of the conversion of 
cultivated areas to other uses such as afforestation, 
national parks, etc., the adoption of a subsidy system 
for marginal farms restricted to the lifetime of the 
present farmer (as in the Swedish system), and a 
reconversion programme for agricultural population. 

40. Such policies would not preclude, at least in 
the long run, significant increases in the output of 
certain staple foodstuffs like meat, cereals and, pos
sibly, dairy products in the present producing areas, 
bearing in mind that most of the under-developed 
world is not suited to this type of production. Indeed, 
net exports of such goods, both from developed coun
tries and from those developing countries which could 
greatly expand output at a low cost, would be required 

'" See United Nations, Economic Survey of Europe in 1960 
(Sales No,; 6J.IIE.l), Chapter Ill, pages 39-41. 
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in view of the rapid rise in the population of many 
already over-populated areas. It is important, however, 
that western Europe should offer a rapidly expanding 
market for developing countries' exports of such 
more labour-intensive goods as rice, fruit and vege
tables, tobacco and wine, and refrain from unduly 
encouraging livestock production based on· imported 
feeding stuff or the production of fats and oils. 

41. Current national policies in every eastern 
European country and in the Soviet Union and also 
the "Basic Principles" of CMEA co-operation call 
for a maximum expansion of farm output. The tech
nical possibilities of such an expansion are immense 
and the CMEA might well become, once again, a 
significant surplus area if these possibilities are fully 
exploited. Therefore, it is highly desirable that these 
countries be drawn into any international consultations 
on policies in this field. It is most probable, however, 
that any economic calculation (assuming efficient farm 
management and exploitation of the possibilities of 
technical progress) would suggest that a much higher 
level of production than now exists would, in the long 
run, .. be justifiable; and the main potential of the 
CMEA as an importing area is in the field of tropical 
and sub-tropical foodstuffs. 

(b) Raw materials 

42. Industrial raw materials have been given very 
little consideration in earlier sections of this paper 
because of the absence of tariff and quota discrimina
tion on these products. However, structural changes in 
industry and, more particularly, policy decisions 
directly or indirectly affecting industrial investment in 
the economic groupings (and in other large economic 
units) are likely to influence to a significant extent 
the direction and the speed of technological change. 
This is specially relevant to imports of raw materials 
in all instances when a natural product competes with a 
man-made substitute and when technological improve
ments make it possible to decrease the input of the 
natural product necessary for a unit of output. It is, of 
course, unreasonable to expect that industrial nations, 
acting in groups or individually, would forgo the 
advantages of technical progress simply in order to 
continue to purchase traditional raw materials from 
developing countries. Nevertheless, consultations with 
the traditional suppliers could achieve at least three 
things. In the first place, the groupings could decide 
to refrain from deliberately encouraging import saving 
investments in certain branches of the chemical, 
metallurgical and other industries 363 (or, in the case 
of the CMEA, from giving an excessive priority to such 
investments). This could have, as a counterpart, long
term commitments to deliveries of traditional raw 
materials from developing countries at stable prices. 
In the second place, it might be possible that the long
term perspectives for various competing raw materials 

••• It should be noted that all these lines of production are extremely 
capital-intensive and therefore conditions of credit and amortization 
bear heavily on the cost and competitiveness of the product. 
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could be assessed on a more realistic basis and that, 
in the process, arrangements could be made to avoid 
disruptions and unco-ordinated actions, possibly by 
resorting to long-term trade agreements. Finally, it 
should also be possible, at least in some cases, to help 
the suppliers of traditional materials to improve the 
specifications and the presentation of their product 
by co-ordinated applied research and also to find new 
uses for such materials through market research and 
technological investigations. However, attempts to 
put back the clock (or even stop it) so far as-technical 
progress in this field is concerned would be economi
cally unjustifiable and almost certainly doomed to 
failure. Moreover, in sectors where strategic considera
tions play an important role, a decisive improvement 
of the international political climate would be a pre
condition for any marked change in the policies 
pursued by big industrial powers. 

(c) Processing of raw materials 

43. An even more constructive approach would be 
necessary to encourage the processing of domestically
produced crude materials by the developing countries. 
It has been demonstrated that the removal of obstacles 
in the markets of developed countries has so far been a 
necessary condition for the development of such 
processing activities, but by no means a sufficient one 
because of the lack of sales organizations and of 
business connexions. In the past, this handicap has 
often been overcome when the processing has been 
undertaken by firms that carried out their main 
activities in the developed country where the goods 
were to be marketed. In order to achieve a further 
increase of processing activities in the producing coun
tries, it would be necessary that the groupings and 
other large developed countries agree not only to 
discriminate in favour of such processed goods 
originating from any developing country, but also to 
take positive action in order to help establish the 
capacity for such processing in the producing countries. 
Such action could include technical assistance, applied 
research to improve quality and to use by-products 
fully, commercial assistance in marketing and, more 
generally in the case of market economies, a serious 
effort to enlist the co-operation of the firms which use 
the products and of shipping companies. These 
policies could be supplemented by the effective use of 
fiscal and other measures to discourage the establish
ment of new domestic capacities or-in the case of the 
CMEA-by adjusting relevant investment plans. Here 
again, the developing countries would need to make 
an effective contribution in order to ensure a regular 
flow of the processed goods in competitive price and 
quality conditions. Moreover, they would have to 
facilitate the operations of foreign processing firms 
and/or reasonably remunerate the " know-how " and 
other forms of technical assistance that are supplied 
on a commercial basis, preferably in the framework 
of management contracts, in all cases when such 
assistance cannot be obtained through foreign aid. 

(d) Finished manufactures 

44. The problems raised by the exports of finished 
manufactures (particularly of a labour-intensive type) 
are quite different since the possibilities are not entirely 
determined by the availability of cheap raw materials 
in each developing country but by a number of other 
and more flexible factors such as its supply of cheap 
labour and skill, the commercial policies of the de
veloped countries and structural changes in their 
industries. As was demonstrated by the development 
of Asian Commonwealth textile exports to the United 
Kingdom, duty-free entry and the absence of quan
titative restrictions may be sufficient to bring about a 
large flow of trade and an important structural change 
in the industry of the developed country concerned. 
The elimination of existing trade b1rriers to imports 
of finished manufactures from developing countries 
into the groupings and some form of assurance against 
the imposition of restrictions as exports from develop
ing countries begin to penetrate established markets 
on a basis of non-discrimination among the former 
group, would therefore be a significant step. However, 
action along these lines would tend to favour, at 
least in the short run, already established producers 
and would probably not bring about a sufficiently 
large and rapid increase in the exports of manufactures 
of those developing countries which do not as yet have 
a foothold in this trade. Attention should therefore 
be given to ways and means by which a gradual 
structural transformation of industry in the developed 
countries could be accomplished by the building up of 
corresponding export industries in all those developing 
countries which have favourable conditions of man
power, skill and location. For this proces~ the com
mon policy-making of the Six in the EEC (and perhaps 
later of EFT A) and the co-ordinated planning machi
nery of CMEA could be particularly useful. The latter 
grouping could, of course, go further in positively 
assuring a market for imports from developing coun
tries, provided that a flow of directly or indirectly 
compensating exports could also be assured. 

45. It should be emphasized once more that the 
above observations mainly serve to illustrate the 
subjects which might be usefully discussed between 
the groupings and developing countries and the types 
of action which might be taken as a result of such 
consultations. In considering these points, account 
should be taken of the fact that the existence of the 
groupings offers a new opportunity of spreading the 
burden of adjustment. No one country need open wide 
its doors in isolation: the impact of exports from 
developing countries spread over a large area could be 
minute at the beginning and also slow growing for 
each individual country. 

46. Moreover, it should be understood that the 
relative emphasis to be given to each of the four major 
areas considered would depend not only upon new 
research and experience gained over time, but also 
on such changes in the institutional framework of 



world trade in the coming years as those which would 
result from the strengthening and creation of groupings 
of developing countries. This applies, for example, 
to the relative weight to be given to processing of raw 
materials, and production of finished manufactures in 
various fields where the ·effective establishment of 
larger markets of developing countries may have a 
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significant influence on the strategy and policies 
adopted for economic growth. Co-operation between 
economic groupings of developed and of developing 
countries respectively, representing a closer balance of 
bargaining power, may eventually become an impor
tant instrument in promoting a new and mutually 
satisfactory pattern of world production and trade. 
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ANNEXES 

ANNEX 1 

Managed market arrangements in the franc zone 

1. The measures of market organization introduced in the 
mid-fifties in the franc zone can be explained by four important 
changes in market conditions: the decline in world market 
prices; the absence of appropriate international arrangements; 
the tendency for franc zone production of a number of commodi
ties to exceed demand; the removal of quantitative import 
restrictions in France on certain products which made a continua
tion of this method of preferential treatment impossible. 

2. The measures adopted consisted either of an extension of 
metropolitan French agricultural price support schemes to 
directly or indirectly competing products supplied by overseas 
territories or, in the case of non-competing products, of special 
arrangements for managed marketing that used a variety of 
methods. 

3. Among the products included in the first category, cereals 
and wine are covered in Chapter III of this paper and, therefore, 
will not be discussed here. The other products included in this 
category are oilseeds and vegetable oils and sugar. 

Oilseeds and vegetable oils 

4. Market organization in the strict sense covers only 
groundnuts and groundnut oil, olive oil and rapeseed and 
rapeseed oil (i.e., the so-called " fluid " oils), and therefore 
applies to producers in France, North Africa and West Mrica. 
However, the managed marketing arrangements approached 
the issue only from the angle of French consumption and 
were not concerned with the output of overseas producers. 
Nevertheless, producers were given a guaranteed price for a 
guaranteed quantity, while the French metropolitan market 
was assured steady supplies. A kind of trade association 
controlled by the State, the SIOFA,1 is committed to inter
vention on the market in order to ensure the effective application 
of guaranteed prices and quantities. If sufficient supplies were 
not provided by the franc zone at the fixed price, the SIOFA 
was entitled to buy from third countries, and if the quotas 
allotted to franc zone suppliers were not all sold at the fixed 
(minimum) price, the SIOFA had to buy the remaining 
quantities. The SlOP A was also in charge of sales to third 
countries, if the guaranteed quantities were too much for the 
French metropolitan market. Until the 1959/60 marketing season 
maximum and minimum prices were fixed for groundnuts and 
the quotas applied to French West Mrica as a whole; sub
sequently, the quotas were broken down for each country in the 
framework of bilateral conventions, and a single price was 
applied. 

5. Groundnut oil was not formally included in the scheme• 
but an agreement existed between the French oilseed crushers 
and the Government, according to which the former absorbed 
at fixed prices a certain amount of crude groundnut oil produced 
in Senegal. This agreement encountered difficulties in 1961 on 
account of the crushers' refusal to renew it. In these circum
stances, the 1962 agreement between France and Senegal in 

1 Societe interprofessionnelle des oleagineux jluides alimentaires, 
established in 1954. 

• As a rule, metropolitan France did not import groundnut oil 
from third countries because of the excess crushing capacity in the 
franc zone. 

principle opened the French market to 125,000 tons of Senegalese 
crude groundnut oil, with the understanding that no imports of 
oilseeds and vegetable oil from third countries would be 
authorized if 110-115,000 tons of crude groundnut oil from 
Senegal are not taken by the crushers. A new agreement was 
signed for 1962/63, which gave Senegal an over-all quota ex
pressed in terms of oil equivalent, with the respective shares of 
shelled groundnuts and oil undetermined. 

6. It appears from Table 1 that the managed marketing 
arrangement succeeded in keeping the franc zone price of 
shelled groundnuts above world market levels except in years 
when the latter were extremely high. However, the actual 
purchasing power of groundnut exports also declined in the franc 
zone because the nominal franc prices increased only slightly. 

7. On the basis of the most recent information it would 
seem that the EEC is going to devise a substitute for the managed 
marketing arrangements in the franc zone, that will provide the 
producing countries with a deficiency payment in principle equal 
to the difference between the current world market price and a 
reference price, this payment applying to a fixed amount of 
exports. No details of this arrangement have yet been made 
public and the level of the reference price has not yet been fixed. 

Sugar 

8. The main difference between the organization of the oilseed 
and sugar markets is that the latter is more directly integrated 
with the French metropolitan market. By and large, metropolitan 
France is self-sufficient in sugar. However, until recently vast 
areas in the franc zone did not produce any sugar at all, whereas 
the French West Indies, Reunion and, to some extent, Madagas
car have been large producers of cane-sugar. The organization 
of the French metropolitan beet-sugar market is based on a 
limitation of output from each sugar factory, the latter in tum 
contracting with producers for a given quantity based on average 
yields, buying their total output at a fixed price which has been 
substantially above the world market price. On the other hand, 
overseas franc zone producers are given fixed quotas for raw 
sugar at French prices which they generally deliver to the sugar 
refineries of metropolitan France, located near the ports and 
specialized in refining imported raw sugar, frequently for re
export. In turn, the importing countries of the franc zone were 
not allowed to buy directly any sugar from third countries, 
although France does import raw (and sometimes refined) sugar 
from third countries when the franc zone supplies are insufficient. 

9. In net terms, the franc zone sugar arrangem~ts amounted 
to a preference granted by overseas importers to overseas 
exporters. But, since a substantial part of the refining was done 
in France itself, a certain share of the price difference was 
accounted for by the refining margins of metropolitan sugar 
factories. According to calculations made in 1954, metropolitan 
France paid almost 9 billion old francs more for overseas raw 
cane-sugar than the world market price, whereas the overseas 
franc zone territories paid 12 billion francs more for their refined 
sugar imports than the world market price. 3 

10. It can be seen from Table 2 that, in spite of the gradual 
rise in the French sugar price since 1957, the delivered price to 
importing countries in the franc zone has fallen somewhat 
because the " accounting subsidies "4 have increased 

• Pierre Moussa, " Les chances economiques et Ia Co=unaute 
franco-africaine" (pp. 78 and 80-81). 

• The "accounting subsidy" (deprime) is a device by which the 
sugar factory received the same price for its sugar irrespective of 
whether it was sold on the French internal market or exported to the 



1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
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TABLE 1 

Groundnut prices, 1954-1962 

(In cents per kilogram) 

France United Kingdom 
Year ex SenegaJO ex Nigeriab 

28 22 
28 20 
27 21 
26 17 
23 18 
20 20 
21 19 
21 17 
21 17 

Source: United Nation•, Yearbook of International Trade Statistics, 1957, 
1960, 1961; Food and Agriculture Organization of the United Nations, 
Monthly Bu//etln of Agricultural Economics and Statistics, Vol. 12, October 1963. 

a Shelled, in bulk, import price c.i.f. 

II Shelled, nearest forward shipment c.i.f. 

substantially. As far as Morocco was concerned, substantially 
the same " accounting subsidies " were given as in the case of 
competitive exports to third countries. The most important 
recent development was of course the rapid increase in world 
market prices which are at present well above the internal French 
price. This development makes it very advantageous for franc 
zone countries to continue to obtain their supplies from France 
even at French domestic prices and corresponding arrangements 
and adjustments are being negotiated between individual franc 
zone countries and France. 

11. For many years, no serious attempt has been made to 
develop sugar production in the competing countries of the 
franc zone although technically this would have been feasible. 
Recently, sugar production has been started in the Congo 
(Brazzaville) and projects have reached a fairly advanced stage in 
other Mrican countries. 

Coffee 

12. Coffee is by far the most important non-competing 
product benefiting from a comprehensive market organization 
in the franc zone. Whereas severe quantitative restrictions on 
imports from third countries were applied even before the 
Second World War, the new feature of the managed marketing 
arrangement was a restriction on coffee supplied by overseas 
producing countries to France (and Algeria) with a view to 
maintaining a stable franc zone price. 

13. In practice, the French Government regulated the level 
of import quotas from third countries in such a way as to 
ensure that for a given quantity of franc zone coffee (essentially 
Robustas) there existed a market at a fixed price. Since indepen
dence, the export quotas allotted to the franc zone producers 
have been determined within the framework of bilateral agree
ments.' These agreements also fixed a "maximum authorized" 

franc zone or to third countries; whereas in the case of exports to 
third countries the size of the " accounting subsidy " was determined 
by the difference between world market and French prices; in the case 
of exports to the franc zone it was the size of the "accounting sub
sidy n that determined the selling price. 

• The most important ofthese agreements was that concluded with 
the Ivory Coast in October 1961, which fixed the quota at 100,000 
tons for each of the coming five years. This was reduced to 88,000 
tons following the independence of Algeria. 
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c.i.f. price and stipulated that the timing of export licences had 
to be such as to prevent an increase of the price above tllat level; 
of course, the exporting countries did their best to prevent any 
temporary decrease below that level. From an administrative 
point of view, tile export licences of the Mrican exporters were 
accepted as import licences in France. 

14. These arrangements were extremely profitable for the 
overseas producers in the 1961/62 period, when the franc zone 
price of NF 3.20 a kilo c.i.f. was more than a half as high again 
as the comparable Robustas prices on the world market. In 1962, 
however, the price advantage declined somewhat because of a 
recovery on the world market. Nevertheless, in order to narrow 
the price gap and thus prepare the gradual transition to world 
market prices foreseen in the second Convention of Association, 
the franc zone price was reduced to NF 2.90 per kilo for the 
1962/63 marketing season. Already at the beginning of tile 
marketing season, the franc zone price for Robustas was lower 
than the corresponding parity on the world market if the 18 per 
cent French preferential tariff is taken into consideration. 
Subsequently, the increase of the Robustas price was such that a 
gap of more than one-tllird was created in the other direction and 
the franc zone suppliers asked for a re-negotiation of the franc 
zone maximum price which, in any case, proved practically 
impossible to hold. An interim agreement, largely motivated by 
the French price stabilization programme, foresaw the retention 
of the maximum price of2.95 fr. for the 63,000 tons that are to be 
delivered before the end of March 1964. After this date, the 
maximum price will be raised to 3.40 fr. per kilo, but even this 
price is below the prices quoted on the French market at the 
beginning of 1964.6 

Bananas 
15. The French banana market is subject to strict quota 

regulations which for a long time have entirely excluded supplies 
from non-franc zone sources. In more recent years, certain 
quantities have been imported from the Congo (Leopoldville) in 
the framework of the quota enlargements foreseen in the Rome 
Treaty and other imports have been accepted under the terms of 
a French/Spanish trade agreement. The apportionment of the 
French market between franc zone suppliers is made by the 

TABLE 2 

Sugar prices in tile franc zone 

(In French francs per 100 kg) 

Marketing seasons French price 
from directed 

I.X to 30.1X to porta C.i.f. Dakarb 

1957j58 77.74 93.62 
1958/59 85.01 97.46 
1959/60 90.18 98.93 
1960/61 90.33 93.39 
1961/62 94.13 83.36 
1962/63 98.46 82.50C 

Source : Direct communication by the French Government. 

"' Accounting 
subsidy n 

for tropical 
Africa 

14 
19.5 
23 
30 
43.8 
43.8 

NOTE.-The second column refers to a more expensive quality: for this 
reason only part of the difference between the sum of the second and third 
columns and the first column corresponds to freight and insurance costs. 

a Granulated sugar No. 3 at 98.5 per cent. 

II Lump sugar Saint-Louis. 

c Plus 3 francs since 15 July 1963. 

• Marches tropicaux et mediterramJens, p. 109, 18 January 1964. 
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Comite interprofessionnel bananier in the framework of a broader 
division of quotas between exporters from the West Indies, 
Africa and Madagascar. Although the franc zone quota is 
globally determined with a view to keeping banana prices at a 
fairly high and relatively stable level, there is no formal arrange
ment concerning the price level. 

Textile fibres 

16. The textile fibres produced overseas (cotton, sisal and 
jute) do not have any protection on the French metropolitan 
market and the arrangements made are meant to compensate 
at least in part for this absence of preferences. The basic principle 
is that each year a f.o.b. reference price is fixed for each fibre. 7 

If the world market price is below this price, the local Caisse de 
stabilisation receives a subsidy from the Fonds de soutien de 
textiles d'outre-mer in order to enable them to support the prices 
paid to producers. The Fonds itself received, between 1957 and 
1961, 30 per cent of the revenue provided in France by a small 
tax raised on imported fibres, and it also obtained from time to 
time French budgetary subsidies. Since 1961, the Fonds has 
depended entirely on budgetary subsidies. Most of the subsidies 
disbursed by the Fonds go to cotton production in Chad and 
the Central Mrican Republic. The Caisse de stabilisation of 
these two countries received 6.8 million new francs in 1960/61 
and 12 million new francs in 1961/62. Similar arrangements 
exist in Togo, whereas in the Ivory Coast, Dahomey, Upper 
Volta, Mali and Niger the price support for cotton is organized by 
a common Caisse. 

17. It should be noted that price support was not necessary 
in a certain number of post-war years when the world market 
price was around, or even slightly above, the guaranteed price. 
In such periods, the local Caisse de stabilisation absorbed 80 per 
cent of the difference between its selling prices and the prices 
paid to the producers. 

Other arrangements 

18. Besides the direct measures of market organization 
described above, there have been two types of indirect arrange
ments instituted in the franc zone. The first is called jumelage, 
by which import licences from third countries or franchise from 
taxes on imports from third countries are guaranteed only if 
the importers have bought a certain proportion of supplies 
within the franc zone. This method has been used for gum 
arabic (2 tons from Senegal for each ton imported from third 
countries), palm oil, desiccated coconut, pepper and, between 
1954 and 1959, sisal. The second method consisted of concluding 
protocols between overseas exporters and French metropolitan 
importers under the patronage of various French Ministries. 
These protocols provided for the purchase of the whole franc 
zone production (generally a small part of total imports) of sisal 
and palm oil with low acidity at prices slightly higher than those 
of the world market. In exchange, the importers were granted 
import licences without any restrictions or the imports of the 
corresponding products have been entirely liberalized. 

19. It should be noted that both in the case of textile fibres 
and of products subject to the other arrangements, the franc 
zone production represents only a very small fraction of total 
French imports. Finally, since the liberalization of cacao imports 
this product has been traded in France without any managed 
marketing arrangements and is only subject to a small duty. 
This is also true for copra and palm kernels and the Caisse de 
stabilisation of the franc zone exporters of these products did 
benefit from the short-tern1 loans of the Fonds national de 
regu/arfsation des COUTS des produits d'outre-mer. 

• In practice sisal has not been subsidized since 1960 and jute 
ceased to be exported by the franc zone in 1958. Therefore, the above 
description applies essentially to cotton. 

ANNEX 2 

Agricultural Regulations adopted by the EEC Council 
on 23 December 1963 

1. At its session of 23 December 1963, the EEC Council of 
Ministers reached a decision on a number of proposals made by 
the Commission providing for the progressive establishment of a 
common organization of markets for four groups of products
namely, rice, beef and veal, dairy products, and fats and oils.1 

The agreement on the four commodities conforms broadly with 
the proposals submitted by the Commission, the essential 
features of which were briefly outlined in section 1 of Chapter 
III. Though none of the Commission's proposals has been 
radically altered, none the less it seemed useful to describe in 
somewhat greater detail these new regulations which supplement 
the well-known common agricultural policy measures passed 
on 14 Janaury 1962. While a considerable number of further 
regulations and decisions of the Council, the Commission and/or 
member States, are necessary for an effective implementation of 
the new regulations, the dates of their entry into force have been 
provisionally scheduled as follows: 1 April 1964 for dairy 
products, beef and veal; 1 July 1964 for rice; and 1 November 
1964 for fats and oils. Mter their entry into force, the EEC farm 
regulations will cover more than 85 per cent of the Community's 
agricultural output, the only important product which will then 
be outside their scope being sugar, for which the Commission's 
revised proposals are still outstanding. 

2. Besides the Agreement on the trade and marketing policy 
for these four groups of products, the Council also adopted a 
financial regulation to supplement Regulation No. 25 of January 
1962 instituting the European Agricultural Guidance and 
Guarantee Fund. A decision on the crucial issue of the alignment 
of cereal prices, however, has once again been postponed. For 
the crop year 1964/65, the price level is to be determined before 
15 April 1964, with the Commission's proposals submitted to 
the Council on 4 November 1963 as a point of departure.2 The 
questions of the height of the Community-wide cereal prices 
and the procedure to be adopted (progressive approximation of 
prices versus once-and-for-all alignment) are, therefore, still 
open. 

3. The Council of Ministers' "package" agreement on 
outstanding agricultural questions also contained directives to 
the EEC Commission concerning the 1964 GATT negotiations 
for both industrial and agricultural products. As far as the latter 
are concerned, it was felt that the traditional GATT approach 
towards tariffs and quantitative restrictions did not reach the 
heart of the problem of agricultural protectionism, which is 
intimately linked to national and Community-wide support 
policies. Having rejected Dutch and German proposals which 
would guarantee traditional suppliers of agricultural products a 
certain share of the market, it was agreed to make agricultural 
price support levels a subject of negotiations in the " agricultural 
Kennedy round". Within this context, the Commission also 
receives a mandate to negotiate commodity agreements on a 
number of key products. The new proposal for negotiating 
agricultural price support levels requires, of course, as a 

' This cursory description of the four new farm regulations is 
based on information available at 31 January 1964, at which date the 
final texts of the regulations had not been issued or approved by the 
Council of Ministers. As far as fats and oils are concerned, only the 
general principles have been agreed by the Council. The regulation 
is still to be drafted on the basis of the principles set out in a resolu· 
tion adopted at the December session of the Council. 

• The " Sicco Mansho1t Plan " calls for an immediate price align· 
ment to be effected in one single step. For details of the price levels 
envisaged by the Commission, see the Supplement au· Bulletin de la 
Communaute economique europeenne, No. 12, 1963, EEC, Bt1,1ssels, 
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prerequisite, agreement about the Community's future price 
structure, the first step of which will be the alignment of cereal 
prices before 15 April 1964. The Commission's mandate also 
requires that it issue directives in the event of the Community's 
farm policy leading to a serious contraction of agricultural 
imports from third countries. This implicit recognition of the 
principle according to which third countries are entitled to a fair 
share of the Community's market also finds an expression in the 
decision that all the EEC farm regulations shall contain a 
reference to article 110 of the Rome Treaty, which commits the 
Community to" the harmonious development of world trade, the 
progressive abolition of restrictions on international exchanges 
and the lowering of customs duties". However, the question 
arises of how this principle can be reconciled with the objective 
of the common agricultural policy of " ensuring a fair standard 
of living for the agricultural population" (article 39) which is 
also to be referred to in the Community's farm regulations. 

Rice 

4. The provisions for rice have been modelled to a very large 
extent on Regulation No. 19, which governs the common market 
organization for cereals, the Management Committee of which 
is now also empowered to take decisions on rice. Since this com
modity is being produced in only two member States, with vir
tually no trade restrictions in the four non-producing countries, 
the regulation provides for the immediate creation of a single 
market for rice and brokens in the latter countries to become 
effective on l July 1964. This will allow the establishment of a 
single threshold price and the determination of a single levy equal 
to the difference between the most favourable c.i.f. price, in the 
case of imports from third countries, or the free frontier price in 
the case of imports from France and Italy, and this common 
threshold price. 3 The height of the threshold price is to be de
termined by the Council on the basis of the prevailing world 
market price for husked round-grain rice of a standard quality. 
For the first marketing year, the common threshold price is not 
to exceed the world market price by more than five per cent, 
provided that the latter does not fall short of a minimum of 
$12.50 per quintal. During the first year of operation, therefore, 
the levy on imports from third countries is unlikely to exceed 
5 per cent. 

5. In the two producing countries, the threshold price shall 
be fixed in such a way that the selling price of the imported pro
duct in the most distant marketing centre equals the country's 
basic target price. In order to guarantee that producers will be 
able to sell their output of paddy (converted into a husked rice 
equivalent according to a standard conversion scale) at prices 
more or less equal to the basic and derived target prices, interven
tion prices are to be fixed in Italy and France at which stabiliza
tion boards will be obliged to buy any quantities of home-grown 
paddy offered to them at 4 to 7 per cent below the target prices. 
During the coming marketing year, the range within which the 
French and Italian target prices must lie corresponds to the range 
of guaranteed minimum prices paid to producers in 1963/64. 
Whilst this year's target prices are to be 7 per cent higher than the 
former guaranteed producers' prices, the prescribed margin 
approximately compensates for the difference between prices at 
the farm gate and the wholesale stage at which target prices are 
fixed. Intervention prices, which are nearer to the former guar
anteed prices at the production stage, will therefore remain 
virtually unchanged during the coming crop year. In subsequent 
years, however, the margins between the French and Italian 
target prices are to be narrowed in such a way that, by the end of 

• In order to promote intra-Community trade, the difference 
between the free-frontier price and the threshold price is to be re
duced by a lump sum (montant forfaitaire), as in the case of other 
grains. 

the transition period, the derived threshold price of the producing 
countries will coincide with the common threshold price of the 
non-producing member States. If it is assumed that the common 
target price will lie at a point midway between the present 
French and Italian support prices, it follows that the threshold 
price of the four non-producing countries and, to a lesser extent, 
that of Italy also would have to be raised and that of France 
reduced. 

6. The creation of a single market for rice will indubitably 
encourage non-producing member countries to concentrate their 
purchases of round grain and soft cooking varieties in Italy. 
Barring any drastic upward revision of target and threshold 
prices, such a development would, in effect, only result in a 
change in the direction of trade, since Italy could presumably 
meet the growing import requirements of the Community only 
by vacating markets in third countries to which it had been 
accustomed to ship the bulk of its exports. Thus, the conclusions 
contained in Chapter III, paragraph 34, may be assumed to 
remain valid on the whole. 

Beef and veal 

7. The main instrument for regulating competition with third 
countries in the case of beef and veal is to be a common external 
tariff combined with a system of variable levies. The principal 
measure of protection consists of customs duties bound in the 
GATT at 16 per cent for cattle on the hoof and 20 per cent for 
carcass meat both fresh and frozen, the latter also being subject 
to quantitative restrictions. These duties will continue to be 
applied on imports from the third countries but will disappear 
progressively in intra-Community trade. The timing for the 
reduction of internal duties and for the progressive alignment 
towards the common external tariff is as follows: 

Internal duties 
reduced to: 

60 per cent ... 

50 per cent 
40 per cent 
30 per cent 
20 per cent 
10 per cent 
All duties abolished 

Date 

l.IV.64 
31.111.65 

l.IV.65 
l.IV.66 
l.IV.67 
l.IV.68 
l.IV.69 
l. 1.70 

Alignment 
towards the CET 

In accordance with Article 
23 of the Treaty 

50 per cent 
65 per cent 

85 per cent 

100 per cent above CET 
in force 

8. Tariff protection at the common frontier is supplemented 
by a system of variable levies in order to compensate for differ
ences in the selling price of imported beef and veal and the Com
munity's internal "guide prices" (prix d'orientation). This levy 
system is applicable whenever the delivery price (inclusive of 
duty) falls below the minimum set by the internal guide price, so 
that the height of the variable levy is equal to the full difference 
between the two price quotations. The incidence of the variable 
levy is reduced to 50 per cent of the price differential should the 
prices actually realized on the internal market be between 100 
and 105 per cent of the predetermined guide price.~ Only if the 
internal market prices exceed by 5 per cent or more the level set 
for guide prices are variable levies suspended and imports simply 
subjected to the payment of customs duties. 

9. For the next two marketing years, each member State will 
fix its guide prices within a certain price range to be determined 

• Western Germany is granted the concession of importing, until 
1965, 16,000 head of cattle annually from Denmark during the peak 
season (October and November), without having to pay the variable 
levy-provided that the import price (inclusive of duty) does not fall 
below the German guide price. 
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by the Council and thereafter they are to be fixed by the Council 
and gradually brought into line until they reach a uniform level 
at the beginning of 1970. For the first two years of operation, the 
upper and lower limits are to be determined on the basis of 
weighted average price quotations for the period November 1962 
to October 1963. Subject to prior notification to the Commission, 
member Governments may intervene by withdrawing excess sup
plies from their domestic market when internal prices fall below 
a margin which is fixed at 93 to 96 per cent of the corresponding 
guide price. 

10. For offal, tallow, dried, salted and smoked beef, sausages, 
canned beef and other beef preparations, there are to be no guide 
prices nor variable levies but a system of import certificates, the 
issue of which may be suspended by member States whenever 
domestic prices are subjected to too much pressure. An import 
licensing system will also apply to trade in frozen beef, imports 
of which are, in addition, subject to the common external tariff. 
Quotas for frozen beef, in addition to the 22,000 tons consoli
dated in the GAIT, can be granted by means of a qualified 
majority vote of the Council.5 Such additional quantities would 
be subject to a duty not exceeding 20 per cent. 

11. On the basis of the new regulation, it would seem thai 
imports of live animals and fresh meat from third countries will 
take place only if internal prices rise sufficiently above the guide 
prices to make import operations attractive. However, as far as 
outside suppliers of frozen beef for processing are concerned, 
there are good reasons to believe that imports during the not 
too distant future will continue to rise. This is at variance with 
the conclusion reached in Chapter III, where demand prospects 
seem to have been under-estimated if one considers recent trends, 
particularly the phenomenal increase in Italian imports which 
more than doubled over the past two years. 

Dairy products 

12. Not unlike grains, the common market organization for 
dairy products relies for its price mechanism on target prices for 
milk ex-farm and intervention prices for butter and for its 
external protection on threshold prices and variable levies. 
Because of the large number of dairy products, the new regulation 
also provides for reference prices for certain key products to be 
calculated on the basis of the target prices for milk. As a means of 
gradually harmonizing prices of dairy products in member coun
tries and of providing a uniform system of protection against 
competition from third countries, a system of variable levies is to 
replace all existing national tariffs, quantitative restrictions, etc. 
The levies, equal to the difference between the most favourable 
offering price (free frontier) and the threshold price, will be a per
manent feature in the case of imports from third countries, 
whereas they will disappear in intra-Community trade in step 
with the convergence of national target prices and their derived 
reference and threshold prices. 

13. Since the ultimate target price for milk, ex-farm, is to be 
the price at which the total volume of milk is to be marketed, 
member countries granting direct aids to producers will be 
under an obligation to raise their national target prices. Pending 
the enactment of the regulation of milk for liquid consumption/ 
the continuance of existing price equalization schemes for fluid 
and industrial milk is provisionally authorized. Direct aids insur
ing higher returns to producers by insulating the price, ex-farm, 
from the lower market price, have to be gradually eliminated 
during the transition period and replaced by " social " income 
subsidies not directly related to the price and the volume of milk 
produced. While the ultimate target price, in relation to which 
national target prices are to be harmonized, will not be deter-

• Current imports of frozen beef exceed 100,000 tons. 
• A regulation is to be drafted and adopted before 1 July 1965. 

mined prior to the milk marketing year 1966/67, the range within 
which it will eventually lie can be inferred from the following 
figures showing the milk prices prevailing in the member States 
in 1962 (DM per 100 kg at 3.7 per cent fat content): 

State aids 
Producer price (where these Total 

on market directly Influence price, 
price basis milk prices) ex-farm 

Netherlands 23.98 4.53 28.51 
France. 29.18 29.18 
Germany 29.80 4.00 33.80 
Luxembourg 29.82 7.17 36.99 
Belgium 30.51 30.51 
Italy . 31.21 31.21 

Source : Supplement to the Bulletin of the European Economic Community, 
No.8, 1963. 

14. A single target price based on the arithmetic average of 
prevailing producer prices-OM 31.70 in 1962-would lead to 
an appreciable increase in the retail price of butter not only in 
the Netherlands, where dairy farmers' returns would rise, but 
also in Germany and Luxembourg, where milk receipts as such 
would decline pari passu with the elimination of what amounts 
to deficiency payments to milk producers. While the EEC 
Commission explicitly recognized that the competitive position 
of butter vis-a-vis margarine must not be allowed to deteriorate, 
it is difficult, in the absence of measures seeking either to 
subsidize butter prices at the retail stage or to pool prices of • 
fluid and industrial milk or both, to see how this can be prevented. 
In view of the likely rise of butter prices combined with a marked 
decline in the price of margarine in all EEC countries except the 
Netherlands, a review of the dairy and fats and oil regulation
provided for in the latter-seems inescapable. 

Fats and oils 
15. The common market organization for fats and oils 

aims, essentially, at isolating the olive oil market from that of 
other vegetable oils by means of the familiar panoply of target, 
intervention and threshold prices and to assist domestic colza 
producers by direct subsidies. Since the competitive position of 
olive oil is endangered by the alignment of vegetable oil prices in 
the Community, the draft regulation provides for the creation of 
buffer stocks to offset violent price fluctuations and the granting 
of financial assistance to olive oil producers in case target prices 
have to be lowered. The cost of these operations, within the 
limit of DM 350 million, would be financed out of a tax of 
DM 0.14 on the 2.5 million tons of vegetable and marine oils 
consumed annually in the Community and, for the rest, out of 
contributions from the European Guidance and Guarantee 
Fund. Despite this tax, prices of table oil can be expected to 
decline in France and in Italy,7 and, more important, that of 
margarine is bound to drop substantially in all countries with 
the exception of the Netherlands. Indeed, the creation of a single 
market for vegetable oils should in the long run bring with it an 
alignment of margarine prices towards the lowest current price. 
Given the present wide range of margarine prices-from DM 1.60 
in the Netherlands to DM 4.60 in Italy-it follows that a sub
stantial decrease in margarine prices would seriously impair the 
competitive position of butter. As noted in the previous section, 
a deterioration of the butter-margarine price ratio seems in· 
escapable since the prices of these two competing products are 
likely to move in opposite directions. 

7 In Italy, such a decline would result from the removal of the high 
processing tax levied on the extraction of oils from imported tropical 
seeds. In France, a fall in prices of table oils can be expected as a 
consequence of the relinquishment of franc zone marketing arrange
ments whereby supplies were bought at a premium from associated 
African States. 
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16. Whilst the policy of free imports of oilseeds precludes 
any preferential treatment of supplies originating from the 
associated African States, the draft regulation provides for 
financial assistance to the AOS should world market prices fall 
below an average reference price to be determined by the Council. 
As far as processed oils are concerned, the benefit of the elimina
tion of customs duties within the Community is to be extended 
to the AOS. 
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Temperate zone agricultural products 
II: 35; III: 2, 4, 9 to 14, 23 to 60, 118, 119, 126; IV: 21, 72, 
88, 100, 104 to 110, 114, 127, 129, 139, 140, 166, 174, 182; 
V: 3, 6, 7, 12, 22,36 to 41; Annex 2: 1 to 16 

Textile fibres and textiles 
III: 81, 95, 97,111,112, 120, 130; V: 44; Annex 1: 16, 18 

Thailand 
IV: 206 

Threshold prices 
see Prices 

Tobacco 
III: 42, 43, 125; IV: 87, 89, 92, 97,106,110, 116,123, 175,202, 
203, 207, 208; V: 40 

Togo 
IV: 59, 61 

Trade barriers 
see Quantitative restrictions, Quota, Tariffs 

Trade commodity composition 
II: 90, 111, 119 to 122 (CMEA), 155, 156; III: 1 to 24, 62, 82 
to 88, 93, 117 to 120, 127, 132, 134, 136; IV: 49, 50, 86 to 90, 
150 to 159, 164, 165, 192, 196 to 203 
see especially Chapter III and also Intra-trade 

Trade diversion effect 
I: 14; II: 6, 7, 8, 13; III: 48, 62, 63; V: 3, 18 
see also Preferences 

Trade geographical pattern 
I: 13, 26; II: 7, 8, 18, 19, 21 to 24, 28, 62, 63, 90, 112 to 114, 
119 to 122, 155, 156, 157, 158; III: 1 to 22, 23, 24, 62, 82 to 
88, 93,117 to 120, 127, 132, 134, 136; IV: 10, 49, 50, 71,86 to 
92, 150 to 159, 163, 164, 167, 192, 193, 196 to 203; V: 46 
see especially Chapter IV and also Intra-trade 

Trade organization, planning and policies 
II: 115 to 118, 153, 163 (CMEA) 

Trading policies and practices 
see Trade organization, planning and policies 

Trade turnover, per capita 
II: 122, 159 

Transport policy (EEC) 
II: 45 

Treaty of Rome 
I: 13; II: 26, 30, 32, 40, 46, 62 to 83 (the franc zone and the 
Treaty of Rome); III: 72, 80, 99; IV: 39, 130, 222; V: 15; 
Annex 2: 3 

Tropical foodstuffs and beverages 
II: 35, 157; III: 15, 22,60 to 77, 119, 120, 126; IV: 21, 77, 166, 
167, 177, 182, 188, 202, 203, 215; V: 8, 12, 22, 41 

Tropical timbers 
IV: 59, 72, 181 

Tunisia 
II: 63; III: 40, 41; IV: 86, 92,130 to 134, 143 

Turkey 
I: 15; II: 52; III: 40 to 42; IV: 86, 87, 92, 115 to 125; V: 5, 15 

Uganda 
IV:68 

United Arab Republic 
see Egypt 
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United Kingdom 
II: 49, 84, 85, 87, 88, 102, 103; III: 62; IV: 4, 8, 44, 72, 87, 
127, 143, 153, 155, 170, 182, 197, 198, 212, 216, 222, 223; v: 44 

United States 
I: 16, 17; II: 122; III: 34, 68; IV: 10, 11, 12, 147, 196,207 

Upper Volta 
IV: 59, 81; Annex 1: 16 

Uruguay 
ill: 36, 38; IV: 153, 169 to 171, 173, 174 

Vegetables 
see Fruit and vegetables 

Venezuela 
IV: 169 to 171, 173 

Western Europe 
1: 19; II: 2, 4; IV: 40, 177, 196; V: 20, 21, 37, 38, 39 

Western Germany 
II: 2; III: 38, 42, 72, 74; IV: 97, 170, 176, 177, 178, 180; V: 8 

Wheat 
III: 23, 29to43,122;IV: 89,92, 130,131,162, 176;Annex 1:3 

Wine 
III: 41, 125; IV: 87, 92, 97, 108, 122, 127, 130, 136, 140, 142; 
V: 40 

World Wars 
First: II: 1; Inter-war period: II: 1, 10, 56; Second: II: 2, 57; 
IV: 151, 157, 192 

Yugoslavia 
1: 15; III: 37, 40 to 42; IV: 89 

Zanzibar 
IV: 68 



THE WORK OF THE ECONOMIC COMMISSION FOR EUROPE IN 
THE SPHERE OF TRADE AND DEVELOPMENT* 

1. The Economic Commission for Europe (ECE) 
in its resolution 14 (XVIII), adopted on 4 May 1963, 
after appealing to all ECE Governments to participate 
constructively in the preparations for the United 
Nations Conference on Trade and Development and 
requesting the Executive Secretary to contribute for 
submission to the Preparatory Committee studies, 
analyses and documentation on problems to be 
considered by the Conference, invited the Executive 
Secretary 

" to transmit to the Preparatory Committee all 
material and information on the work in the field 
of trade and development of the Economic Com
mission for Europe which might be useful to the 
Preparatory Committee and in particular documen
tation on the discussion of the eighteenth session of 
the ECE on the United Nations Conference on 
Trade and Development." 

2. In document E/CONF.46/PC/28 dated 21 May 
1963, the ECE Secretariat brought to the attention of 
the second session of the Preparatory Committee the 
above resolution and the following: 

(a) The general survey of ECE's work and the 
chapter devoted to the ECE's work in the field of 
trade prepared as part of the report on " Fifteen 
years of ECE Activity" (E/ECE/473 and Corr.l, 
Corr.l/Add.l, Add.l-Add.9); 

(b) Documentation on the discussion on the 
Conference at the eighteenth session of the Com
mission [ECE (XVIII)/SR.17 and 18] and passages 
contained in the Commission's report to the 
Economic and Social Council referring to the Con
ference (E/3759, paras. 528 to 534). 

3. The present paper is intended to supplement 
the information and material referred to above already 
submitted to the Preparatory Committee, and to bring 
to its attention relevant developments since May 
1963. 

4. Accordingly, the Executive Secretary transmits 
herewith the following additional material and 
information: 

* This paper was prepared by the Secretariat of the United Nations 
Economic Commission for Europe. It is submitted in connexion 
with item 10 of the provisional agenda (document E/CONF.46.1) 
on the subject "Expansion of international trade and its significance 
for economic development ". See para. 6, item I, of the " Interim 
Report of the Preparatory Committee (first session)" in Vol. VIII. 
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A. WORK OF THE AD Hoc GROUP TO STUDY PROBLEMS 
OF EAST-WEST TRADE 

The preliminary report of the Ad Hoc Group, 
adopted on 20 September 1963, is attached herewith 
as Annex A. It will be recalled that the Ad Hoc 
Group, composed of experts of seven Governments 
(Czechoslovakia, France, Hungary, Sweden, the 
United Kingdom, the Union of Soviet Socialist 
Republics and the United States), was set up by the 
Commission at its eighteenth session and was asked to 
make " an intensive examination of the following 
subjects in east-west trade: 

(i) The role of customs tariffs in the trade of 
member countries with different economic systems, 
and the bearing of pricing and taxation po1icies on 
external trade; 

(ii) The most-favoured-nation principle and non
discriminatory treatment as applied under different 
economic systems, and problems concerning the 
effective reciprocity of obligations under the different 
systems; and 

(iii) The possibility of establishing multilateraliza
tion of trade and payments." 

The preliminary report of the Ad Hoc Group was 
submitted to the twelfth session of the Committee on 
the Development of Trade, which met from 21 to 
28 October 1963. As is indicated in the report of the 
Committee (paras. 21 and 22 of document E/ECE/ 
TRADE/68), after a discussion during which " there 
was a general recognition of the usefulness and value 
of the work accomplished by the Ad Hoc Group" 
the Committee: 

"(a) Recognized with satisfaction that the Pre
liminary Report of the Ad Hoc Group constitutes an 
important step towards the solution of problems of 
east-west trade; 

(b) Looked forward with interest to further work 
by the Ad Hoc Group in accordance with the terms 
of reference given to it by the Commission; 

(c) Invited ECE Governments to study the 
Preliminary Report carefully and, if they so wished, 
to transmit their views to the secretariat in writing, if 
possible by 1 January 1964; 

(d) Noted the intention of the Secretariat to 
include the Preliminary Report in the documenta
tion to be submitted to the Preparatory Committee 
of the United Nations Conference on Trade and 
Development pursuant to Commission resolution 14 
(XVIII)." 
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B. WORK OF TilE ECE COMMITTEE ON THE DEVELOP· 
MENT OF TRADE OF PARTICULAR RELEVANCE TO THE 
WORK OF THE CoNFERENCE 1 

(i) Contribution to preparations for the Conference on 
Trade and Development 

At its eleventh and twelfth sessions, held in 
Septen:ber 1962 and in October 1963 respectively, the 
Conumttee on the Development of Trade considered 
as a separate item of its agenda the contribution it 
might make to the preparations for the Conference on 
Trade and Development. It expressed its satisfaction 
with the contribution which the ECE Secretariat 
planned to make in the form of papers for submission 
to the Preparatory Committee and the Conference. 
In its long-term programme of work for 1964-1967 the 
Committee envisages that it .. may receive directions 
to undertake further work as a result " of the con
clusions of the Conference. 

(ii) Consequences for intra-European trade of efforts to 
achieve a greater degree of economic integration on a 
sub-regional basis in Europe 

This subject, included in the work programme of the 
Committee since 1957, is regularly discussed at its 
annual sessions. The Committee also reviews the 
action taken by ECE Governments to give effect to the 
recommendation adopted at its 1961 session which 
provides that these Governments should enter into 
negotiations according to procedures agreeable to both 
sides regarding any trade difficulties which might arise 
between members and non-members of such groupings. 
The Secretariat has devoted a major part of its research 
work to analyses of this problem, and a special paper 
has been prepared for the United Nations Conference 
on the implications of such groupings for the trade 
and development of developing countries. 

(iii) Inter-regional trade 

A~ its a_nnual sessions the Committee, taking into 
constderatwn the trade work done in other regions 
and reports on this question made by the Secretariat, 
examines possibilities for the expansion of inter
regional trade. In the long-term programme of work 
for 1964-1967 adopted by the Committee at its twelfth 
session it is pointed out that this work " comprising 
both studies by the Secretariat and inter-governmental 
discussions of trade promotion possibilities could 
expand, particularly as a consequence of the United 
Nations Conference on Trade and Development and 
the growth of the work of the other regional economic 
commissions in the field of trade ". 

(iv) Improvement of payments arrangements 

The Committee, having recommended at its session 
in 1959 that ECE Governments should make efforts 

' For general reference, see reports of the Committee's eleventh 
and h~elfth sessions, E/ECE/TRADE/60 and E/ECE/TRADE/68 
espectively. 
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to arrange a greater degree of multilateral transfer
ability in their payments relations, reviews at its annual 
sessions the progress made in this direction. It also 
annually considers the work done under the ECE 
Compensation Procedures, for which the secretariat 
acts as agent and which are now entering on their 
seventh year of operation; these procedures, whereby 
central banks may transfer claims between bilateral 
accounts, are increasingly being used by Governments 
outside the ECE region. (See Agent's Sixth Annual 
Report, E/ECE/505.) In its long-term programme of 
work for 1964-1967, the Committee indicates that it 
expects to follow up its 1959 recommendation " by 
devoting special attention to further steps which might 
be taken by ECE Governments regarding improved 
payments arrangements aimed at promoting trade 
between them as well as with countries in other 
regions." 

(v) Annual review of trade developments and prospects 

The Committee conducts an annual review of intra
European, and especially east-west, trade. As back
ground information for this review the Secretariat 
prepares a survey of the trade of European countries 
including their trade with countries in other regions. 
In the long-term programme for 1964-1967, the 
Committee envisages giving in these reviews " special 
attention to misunderstandings and disputes which 
may have arisen between ECE Governments regarding 
specific trade policies and practices and to action 
which might be taken to remove such misunder
standings and settle such disputes. " 

(vi) Preparation of recommendations for the removal 
of obstacles to trade between ECE countries 

Pursuant to Commission resolution 9 (XVI) the 
Committee is making efforts to reach agreement on 
recommendations for the removal of obstacles of an 
economic, administrative and trade policy nature 
(See also A above). 

(vii) Consultations of trade exports 

In conjunction with its annual sessions, trade conw 
sultations are held at which interested Governments 
conduct bilateral trade promotion talks in a multi
lateral setting. 

(viii) Arbitration 

The European Convention on International Com
mercial Arbitration, drawn up under the auspices of 
the Economic Commission for Europe and signed in 
1961 by eighteen Governments, has now been ratified 
by seven Governments and will enter into force on 
7 January 1964. It is open to accession by members of 
the United Nations which are not members of the 
ECE. A set of optional arbitration rules has also 
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been drawn up for use in international sales trans
actions.2 

(ix) Standard contracts and general conditions of sale 
for commodities moving in international trade 

Under the auspices of the ECE a series of standard 
contracts or general conditions of sale have been 
drawn up and published for optional use in inter
national sales transactions. They cover engineering 
equipment, cereals, citrus fruits, timber and coal, and 
are intended to represent an equitable compromise 
between the interests of buyer and seller which can be 
applied in different legal systems. 2 

(x) Simplification and standardization of documents 
required for external trade 

An ECE working party set up to achieve these pur
poses has made considerable progress during the past 
two years, particularly as regards maritime documents. 
Documents required for other forms of transport and 
governmental purposes are also being examined. Na
tional committees for simplification and standardiza
tion of external trade documents have been organized. 
This work also has a bearing on problems faced by 
countries in other regions, and the Commission in its 
resolution 6 (XVIII) has invited the Executive Secre
tary to keep the secretariats of the other regional 
commissions fully informed of the progress realized. 

C. OTHER ECE WORK IN THE FIELD OF TRADE AND 
DEVELOPMENT 3 

(i) Basic economic research 

The Research and Planning Division of the ECE 
secretariat has given particular attention in its work to 
problems of trade, including trade between ECE 
countries and those in other parts of the world. 
Following upon its analysis of" Europe and the trade 
needs of the less-developed countries " (published in 
chapter 5 of its Annual Economic Survey of Europe in 
1960) and its studies on trade between countries with 
different economic systems as well as on the experience 
of certain European countries in carrying out pro
grammes of economic development, the Research and 
Planning Division has during the past year devoted 
a significant proportion of its resources to studies 
designed to provide documentation for the United 
Nations Conference. 

'The ECE Secretariat will make available to the United Nations 
Conference a special paper on possible improvements in legal and 
institutional practices in international trade as a means of con
tributing to the improvement of foreign trade conditions for 
developing countries. This paper includes information on ECE's 
work in the field of arbitration and contracts of sale as it relates 
to problems to be dealt with in the Conference. 

• For further details on this work, see Annual Report of the 
Economic Commission for Europe to the Economic and Social 
Council, E/3759, particularly the Programme of Work and Priorities 
for 1963-1964 (part V). 

(ii) Agriculture 

The work carried out and under way in the Com
mittee on Agricultural Problems which is of particular 
relevance to the problems under consideration in the 
Conference comprises periodic analyses of the short
and long-term market outlook for major agricultural 
commodities moving in international trade (cereals, 
meat and livestock, dairy products, eggs, poultry) 
and the series of agreements negotiated and reached on 
international quality standards for a large number of 
fruits and vegetables important in intra-European 
trade. At its session in December 1962, on the basis of 
a secretariat paper " Ten years of Agricultural Trade 
in Europe" (ST/ECE/AGRI/8), the Committee dis
cussed the trade of European countries in wheat, 
barley, maize, meat, butter, cheese, eggs, sugar and 
fresh fruit; this study is to be kept up to date (a further 
paper on this subject is to be issued in January 1964) 
and will be considered at future sessions of the Com
mittee. In a separate paper prepared for submission 
to the United Nations Conference the joint ECE/Food 
and Agriculture Organization (FAO) secretariat 
servicing this Committee has indicated how inter
nationally-agreed quality standards might be used to 
promote world trade as a whole through enlargement 
of the area of application and extension of this 
technique to other commodities of particular interest 
to developing countries. 

(iii) Energy 

Three Committees of the ECE deal with energy 
problems in the coal, electric power and gas sectors 
respectively. All of these Committees consider annually 
in detail the prospective demand and supply picture 
not only for the particular form of energy which is 
their concern but also for energy as a whole, including 
petroleum. In recent years the annual discussions on 
the general supply-demand situation and prospects for 
energy have taken place on the basis of a secretariat 
paper (ST/ECE/ENERGY/3) presented to all three 
Committees; a similar paper is being prepared for 
issuance in the first half of 1964. The examination by 
each Committee of the prospects in its own sector 
takes place annually for electric power and gas and 
quarterly for coal, on the basis of survey and forecasts 
prepared by the secretariat. Because of recent develop
ments as regards techniques for long-distance transport 
of gas and as regards the use of new gas-making 
materials such as certain petroleum derivatives, 
Europe may become a more important market for 
supplies from developing countries, and the work 
of the ECE Committee on Gas concerning gas needs 
in Europe and on methods of transport, storage and 
utilization might be of special interest in relation to the 
United Nations Conference. 

(iv) Steel 

The annual review of the European steel market and 
the studies on world trade in steel and steel demand in 
non-European countries carried out under the auspices 



of the Steel Committee, as well as the study now being 
prepared by the secretariat on the world market for 
iron ore, may be of interest to the Conference. A 
special paper on world trade in steel drawn up for the 
Conference is being submitted separately. 

(v) Timber 

A major study on European Timber Trends and 
Prospects 1950-1975 was submitted by the joint ECE/ 
FAO secretariat to the twenty-first session of the Tim
ber Committee held in October 1963. This study is 
believed to be of particular importance for the de
veloping countries interested in analysing the market 
possibilities for exports of timber and timber products 
to ECE countries. The F AO is preparing for the 
Conference a special paper, based on the study 
referred to above as well as on other similar studies 
carried out recently in other regions, indicating the trade 
and development possibilities which may exist in this 
sector and the relationship between Europe's future 
requirements for manufactured forest products and 
industrialization in the developing countries. Each 
year the Timber Committee reviews the market 
situation for sawn softwood, sawn hardwood and 
hardwood logs (tropical and temperate), pulpwood 
and pitprops. The secretariat publishes quarterly 
market reviews, statistics and price series relating to 
production and trade in the main forest products in 
Europe and North America and to these regions' trade 
in forest products with other regions of the world. 
Periodic reviews are also made of the markets for 
plywood, particle board and fibreboard. 

(vi) Study on mechanical and electrical engineering 
industry 

This study, prepared by the ECE secretariat 
(document E/ECE/439 and Add.l) in response to 
Commission resolution 9 (XVIII), includes an analysis 
of the trends and prospects for world trade in capital 
equipment. A special paper based on this material is 
being issued separately as documentation for the 
Conference. 

Annex A 

PRELIMINARY REPORT OF THE AD Hoc GROUP TO STUDY 
PROBLEMS OF EAST-WEST TRADE IN IMPLEMENTATION 
OF COMMISSION RESOLUTION 9 (XVI) 

(adopted on 20 September 1963)' 

1. The Ad Hoc Group to study problems of east
west trade in implementation of Commission resolu
tion 9 (XVI) met from 9-20 September 1963. 

2. In accordance with Commission resolution 4 
(XVIII) the Chairman of the Commission, after con
sulting with member Governments, had asked the 

• EDITORIAL NOTE BY THE SECRETARIAT: The expert from the USSR 
has informed the secretariat that in his opinion the third sentence 
pf paragraph 23 is not necessary. 
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following seven countries each to nominate a govern
mental expert: Czechoslovakia, France, Hungary, 
Sweden, the Union of Soviet Socialist Republics, the 
United Kingdom and the United States of America. 
The list of the experts and their advisers who took part 
is given in Annex I to this report. 

3. The Ad Hoc Group had before it a provisional 
agenda prepared by the secretariat (TRADE/AD HOC 
GROUP 1/1). It adopted this agenda at its first 
meeting. The following were the substantive items 
included in this agenda: item 3, preliminary statements 
on the three problems assigned to the Group for 
examination; item 4, the role of customs tariffs in the 
trade of member countries with different economic 
systems, and the bearing of pricing and taxation 
policies on external trade; item 5, the most-favoured
nation principle and non-discriminatory treatment as 
applied under different economic systems, and prob
lems concerning the effective reciprocity of obligations 
under the different systems; and item 6, the possibility 
of establishing multilateralization of trade and pay
ments. 

4. The expert of Sweden, Ambassador C. H. von 
Platen, was elected Chairman and the expert of 
Czechoslovakia, Mr. M. Vnoucek, was elected Vice
Chairman. 

5. The Ad Hoc Group decided that for practical 
reasons it would conduct its work without the presence 
of observers. 

6. In this report the term " countries with planned 
economies" refers to such countries as Czechoslovakia, 
Hungary and the USSR. The term " countries with 
market economies " refers to such countries as France, 
Sweden, United Kingdom and the United States of 
America. 

Preliminary statements, item 3 

7. Under item 3 of the agenda, experts made pre
liminary statements on the three problems assigned 
to the Ad Hoc Group for examination. There was a 
general consensus among the experts that their main 
tasks were to seek to clarify the problems assigned to 
them for examination and to prepare a report which, 
though of a preliminary nature, would help ECE 
Governments in their efforts to remove obstacles to 
trade between countries with different economic 
systems. 

It was generally felt that the differences between the 
economic systems were considerable but that the 
existence of these differences need not deter efforts to 
remove obstacles to trade. Bilateral discussions and 
negotiations were useful in overcoming particular 
difficulties which arose, but it was pointed out that 
careful common consideration of general trade 
obstacles by this Group could materially assist 
Governments in considering how to ensure that trade 
obligations which were or which might be undertaken 
would in practice give reciprocal and equivalent 
benefits to countries with different economic systems. 
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The experts noted with satisfaction that as a result 
of recent developments a particularly favourable 
atmosphere existed for the work now being under
taken. 

They agreed that in the Ad Hoc Group they would 
seek to avoid duplicating work which had already been 
done on these problems. The secretariat was asked to 
prepare a selected bibliography of relevant scientific 
studies recently published on the subjects under 
examination, calling upon the experts for co-operation 
in reviewing their national literature, and to attach this 
bibliography to the present report. This bibliography 
is attached as Annex II. 

Role of tariffs and bearing of price and taxation policies, 
item 4 

8. Under item 4 of the agenda, the experts exa
mined the role of customs tariffs and the bearing of 
pricing and taxation policies in the trade of ECE 
countries with different economic systems. They ex
plained and discussed the purposes, structure and 
scope of the customs tariffs applied in their countries 
with particular reference to their effects on the levels, 
commodity patterns and geographical composition of 
imports; they also considered the effects of pricing and 
taxation policies on external trade. 

9. On the basis of this examination it appeared that, 
while in market economies and planned economies 
tariffs are instruments of governmental trade policy 
whereby imports are taxed in order to accomplish 
particular national purposes and while in both systems 
tariffs are only one of several instruments used by 
Governments to influence imports, the role of the tariff 
differed in the planned economies on the one hand and 
the market economies on the other. 

10. According to the information given it appeared 
in broad outline that in the planned economies in regard 
to their trade with all countries it was mainly through 
the national economic plan and the State monopoly of 
foreign trade that import policies and import decisions 
were carried out, and the tariff operated within this 
framework as a complementary instrument. The main 
purpose of the two-column tariff in these countries 
was to provide a defensive response to differential 
tariffs introduced by certain countries having market 
economies and the effect of this tariff was, or could be, 
to prevent or discourage imports from countries which 
did not apply most-favoured-nation treatment on a 
reciprocal basis. By preventing or discouraging the 
import of goods from those countries to which the 
maximum tariff rates were applied, these tariffs could 
be used to affect the geographic composition of 
imports. Under the USSR tariff of October 1961 the 
difference between maximum and minimum duties 
applicable could not be transferred by the foreign 
trade corporation to the purchasers in that country; 
it was required that this difference be borne by the 
exporter. If the exporter was not willing to adjust his 
price accordingly, the effect of such a rule would be to 
prevent the import of the goods. In Czechoslovakia 

this difference must be paid by the importing foreign 
trade corporation, and such a payment would have an 
unfavourable effect on its financial results. Under the 
new Hungarian tariff regulations, the foreign trade 
corporations were free to pay the difference or to 
transfer it to the purchaser, but this would influence 
the profitability of the foreign trade corporation or the 
purchaser. It was pointed out, however, that the 
question of the application of maximum tariff rates to 
individual countries or individual items is solved in 
each concrete case and that the maximum tariff rates 
have not been applied so far to a number of western 
European countries which, in the opinion of the 
USSR, violate the most-favoured-nation rule in 
customs tariff matters, because these countries have 
received proposals for negotiations on customs tariff 
questions and because these proposals are under 
consideration by them. Between the countries members 
of the Council for Mutual Economic Assistance 
(CMEA) imports are subject to the same minimum 
rates of duties as those from non-CMEA countries 
and no tariff preferences exist. Co-operation between 
CMEA countries in planning and in trade is close as 
part of a comprehensive effort to increase the division 
of labour among them. In the countries with planned 
economies import decisions are taken by the foreign 
trade corporations which within the framework of the 
national economic plan and trade agreements operate 
as autonomous bodies and are under obligation to 
conduct their operations according to commercial 
considerations. 

11. According to the information given, it appeared 
in broad outline that for the countries having market 
economies the tariff is the fundamental instrument of 
commercial policy in their mutual trade relations but 
that in some instances the tariff is supplemented or 
even replaced as an effective policy instrument by such 
direct controls as quantitative import restrictions. In 
the market economies the tariff plays an important 
role in protecting domestic production from the 
competition of foreign suppliers. It is also an essen
tial instrument in efforts to achieve integration between 
national economies. Under the rules of the General 
Agreement on Tariffs and Trade (GATn the tariff, in 
the opinion of the members of GATT, is conceived as 
the primary instrument of trade policy and there is a 
prohibition on quantitative restrictions except under 
certain specified conditions; the GATT rules regarding 
national treatment on indirect taxation, on export 
subsidies and on dumping are also intended to 
reinforce reliance on the tariff as the primary instru
ment of trade policy. In fact, since the war there has 
been a general move among countries with market 
economies toward the removal of quantitative restric
tions. In the market economies two-column tariffs, 
where applied, influence the geographic distribution of 
imports. The lower (or conventional) rates are usually 
applicable to countries with which reciprocal most
favoured-nation obligations have been exchanged and 
are granted to certain other countries as well. In con
nexion with the formation of customs unions and free 



trade areas certain countries with market economies 
are progressively\ eliminating tariff duties on imports 
from other member countries. As regards their trade 
with countries having planned economies, however, 
certain countries,with market economies utilize to some 
extent licensing, quantitative restrictions and prohibi
tions in addition to tariffs as major instruments of their 
commercial policies although these same supplement
ary measures are not used or applied to the same 
degree in relations with other market economy coun
tries. Most of the trade between market and planned 
economies is governed by bilateral trade agreements, 
annual or longer-term, in which quotas or quantitative 
estimates fix the exchanges for certain goods as well as 
the total quantity of exchanges. These quotas or 
quantitative estimates are not undertakings to buy on 
either side but solely undertakings to authorize trade 
in so far as these authorizations may be required, and 
in general to facilitate trade up to a specified amount; 
these amounts, however, are frequently not regarded 
as absolute maxima. 

12. On the basis of the discussions on this question 
held by the experts there appeared to be a general 
consensus that in negotiations between countries with 
different economic systems aimed at trade expansion , 
it was necessary to take into account not only tariffs I 
and the discrimination which might exist in this regard \ 
but also other forms of State policy determining access \ 
to markets and to seek to attain equality of treatment 
on the basis of undertakings which would have 
mutually advantageous and equivalent trade effects in 
both types of economy. 

13. As regards the bearing of pricing and taxation 
policies on external trade, it was explained by experts 
from countries with planned economies that in their 
countries domestic prices are fixed on the principle of 
uniformity and stability and in the interest of assisting 
in implementation of the national economic plan. The 
countries with planned economies sold and bought 
goods on the external market at world prices; prices 
on the domestic market in such countries were on the 
average comparable to the prices prevailing in coun-, 
tries with a market economy. Imported goods are . 
priced at the same price levels as goods of the same ' 
kind and quality produced internally and no price 
discrimination exists as between sources of imports. 
In cases where an imported product is of a kind 'not ' 
produced domestically the price is determined in 
relation to prices for substitutible goods (for example 
tea, in the case of coffee). It was pointed out that the ' 
internal price and taxation systems are no obstacle to 
increased imports in the planned economies. Under 
this pricing systems imports, including imports of 
consumers' goods, had greatly increased during the 
past decade. Export pricing policy is based on world 
market prices and the cost of production in relation to 
world market prices is a major factor in determining 
whether to export or to produce particular products 
for export. In applying export pricing policies the 
foreign trade enterprises seek to maximize the 
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profitability of their operations and therefore to avoid 
disruption of world market prices. In making import 
and export decisions within the framework of the 
national economic plan careful attention is given to 
calculations of cost and profitability. In planning 
import policies relative costs are taken into account as 
well as other factors, such as the distinction between 
goods essential and those less essential for the national 
economy and the foreign exchange resources available 
as a result of earnings in foreign markets. 

14. It was explained by experts from countries with 
market economies that in their countries price levels 
are a major determinant in import and export deci
sions. While in general internal prices are determined 
by market forces and are not fixed by the Government 
they interact with world market prices, though the 
prices of some products-particularly certain agri
cultural products-are determined by direct govern
mental action. In some countries, in cases where in 
the interests of national policy domestic prices of 
certain products are supported by the Government at 
levels higher than world prices, tariffs and/or quanti
tative controls and/or minimum price systems are 
used to influence the volume and/or prices of imports; 
when these products are traded internationally, how
ever, it is the practice to hold regular consultations 
with certain other Governments whose interests are 
affected by these policies. In some cases tariffs are 
reduced or suspended unilaterally in order to increase 
supplies on the domestic market and thereby reduce 
prices. In some countries also, the Government grants 
rebates to enterprises of certain taxes paid on goods 
which are exported. 

15. With regard to export pricing problems, the 
experts recognized that in respect of trade between 
countries with market economies these were usually 
dealt with in the GATT. Experts from the countries 
with planned economies pointed out that their coun
tries had no interest in selling below world market 
prices or selling below cost. On the basis ofthis dis-1 
cussion there was a general consensus among thi 
experts that export price policies, while permitting fair 
competition, should not cause injury to the interests of 
other countries. 

Most-favoured-nation principle and problems concerning 
effective reciprocity, item 5 

16. Under item 5 of the agenda the experts exa
mined the most-favoured-nation principle and non
discriminatory treatment as applied in different 
economic systems as well as problems concerning the 
effective reciprocity of obligations in these systems. 
Views were exchanged on the juridical content and 
interpretation of the most-favoured-nation under
takings as well as on the application of such obliga
tions in practice in countries with planned economies 
on the one hand and in countries with market econo
mies on the other. 

17. According to the experts from the countries 
with market economies, undertakings among these 
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countries to grant most-favoured-nation treatment are 
embodied in bilateral agreements and in multilateral 
agreements, principally the GAIT. Such undertakings 
in bilateral agreements generally apply to tariffs and 
other regulations. Under the GATT, in practice, the 
obligation extends to virtually the full range of govern-

" mental action which may affect competition between 
\ domestic production and imports. According to the 
GAIT provisions contracting parties are required to 
·ve each other not only most-favoured-nation treat
ent but " national treatment " as wen in regard to 

axation, transport rates and certain other regulations. 
ere are certain recognized exceptions to the obliga

tion as contained in the GATT: customs unions and 
free trade areas, purchases by Government agencies 
for their own use, some traditional preferences as in 
regard to the Commonwealth, the franc zone, etc. In 
cases where tariff production is low and there are no 

J other restrictions on imports, most-favoured-nation 

I 
treatment gives foreign producers an opportunity to 
compete on favourable terms not only with other 
foreign producers but also with domestic producers. 

18. According to the experts from countries with 
planned economies, unconditional most-favoured
nation treatment is a basic element in international 
trade relations. It comprises non-discriminatory treat
ment in regard not only to tariffs but to other trade 
facilities as provided normally in existing trade agree
ments. In some agreements exceptions to the rule are 
recognized to be justified for customs unions, for 
frontier trade and trade between neighbouring coun
tries, etc., but these exceptions must be specifically 
agreed as such. If questions arise concerning the 
detailed application of the most-favoured-nation 
principle or exceptions to the principle they should be 
settled by negotiation between the States concerned. 

19. In relations between countries with market 
economies and countries with planned economies, 
undertakings to grant most-favoured-nation treatment 
have been regular features of the bilateral commercial 
agreements concluded between them and in many 
cases these undertakings had been in force for a long 
time. 

20. The discussion on this question brought out 
two problems: 

(a) The general problem of the significance of 
the most-favoured-nation provision in the relations 
between countries with different economic systems; 
and 

(b) The special problem of the application of this 
provision by certain western European countries in 
connexion with their entry into the European 
Economic Community (EEC) and the European 
Free Trade Area (EFTA). 

21. Regarding the general question of the meaning 
of the most-favoured-nation clause as it affects inter
national trade between countries with different 
economic systems, experts from countries with market 

economies pointed out that because of the differences. 
in systems it is difficult to define in practical terms and 
to verify the meaningful application in planned 
economies of most-favoured-nation undertakings; they 
also stated that certain provisions of bilateral trade and 
payments agreements may lead to practices difficult to 
reconcile with the most-favoured-nation principle. 

Experts from countries with planned economies 
stated that there was no difficulty in applying the 
most-favoured-nation principle in countries with 
planned economies or in verifying that real benefits 
were granted under this principle to exporters from 
countries with market economies: foreign trade 
organizations were autonomous bodies obliged by 
law and regulations to operate according to com
mercial considerations and the planning of import 
policy did not discriminate between foreign suppliers 
or fail to take into account the availability and prices 
of goods which could be imported. They also pointed 
out that quotas and quantitative indications in 
bilateral trade and payments agreements did not mean 
that foreign trade transactions would take plac~ under 
other than competitive conditions; these provisions of 
bilateral agreements were not in any sense discrimina
tory and had never been regarded as involving prac
tices incompatible with the most-favoured-nation 
principle. The experts from countries with planned 

. economies also pointed out that the application to 
' their countries of discriminatory quantitative restric

tions and tariffs in certain market economies was 
incompatible with the principle of most-favoured
nation treatment and that such practices took place in 
spite of provisions in bilateral agreements or, in the 
case of Czechoslovakia, also of the GATT. 

22. The experts from countries with planned 
economies stated that a number of countries in 
Western Europe which, under bilateral agreements, 
had undertaken to apply to countries with planned 
economies most-favoured-nation treatment in the 
matter of tariffs were unjustifiably violating those 
undertakings in connexion with their entry into the 
EEC and EFT A, thus hindering the normal develop-

• ment of east-west trade. The argument that, as a 
customs union, the EEC fell outside the regime of the 
most-favoured-nation clause was untenable, since the 
EEC could not be regarded as a customs union either 
in substance or in form. As to the common trade policy 
of the countries members of the EEC towards third 
countries, the experts of countries with planned 
economies pointed out that some points of this policy 
provided for discriminatory treatment towards them. 
The proposals made in connexion with the above con
siderations by a number of planned-economy coun
tries to certain western European countries regarding 
the carrying out of bilateral negotiations on customs 
tariff questions were designed to promote the develop
ment of trade with those countries on a basis of mutual 

· advantage and non-discrimination. 
The experts from countries with market economies 

stated that customs unions and free trade areas con
stituted rightful exceptions to the clause, on the basis 



either of customary international law and/or of multi-
iateral conventional law (in particular the GATT) and 
bilateral agreements (many treaties as for example the 
commercial agreement between France and the USSR 
provide for an exception in favour of customs unions). 
This exception clearly applied to the measures neces
sary for the purpose of the establishment of these 
unions or areas, for otherwise their formation would in 
practice be (prevented since such formation virtually 
necessitated a period of transition. Consequently, the 
countries members of the European Economic Com
:qmnity and of the European Free Trade Association i 
were not legally bound to extend to the third countries / 
to which they granted most-favpured-nation treatment l 
the special regime applied between countries signatories 
of the Treaties of Rome and of Stockholm. The 
experts of countries with market economies observed 
that, if judgments on the legitimacy of the exception 
to the most-favoured-nation clause in favour of 
customs unions or free trade areas would be applied 
in a manner which would discriminate according to 
the particular countries making up these groups, such 
action would constitute a specific violation of most
favoured-nation treatment. They noted with interest 
the proposal that these divergencies of views should be 
settled by negotiation between States. The French 
expert pointed out, however, that in the case of 
countries members of the European Economic Com
munity a negotiation, in order to be successful, should 
take into account the fact that there had taken place, 
in tariff matters in particular, a transfer of competence\ 
from the national level to the community level./ 
Furthermore, he stated that in his opinion the treat-! 
ment which might be envisaged by the European: 
Economic Community with respect to imports from 
countries with planned economies would be governed 
by the special features of this trade and not by the 
intention of applying to these countries a treatment 
less favourable than that applied to other third 
countries. 

23. Following this discussion there was a general 
consensus that detailed discussions on the theoretical 
concept of the most-favoured-nation clause and its 
application in trade between countries with different 
economic systems would be less profitable at present 
than a realistic and practical approach to the subject. 
It was agreed that the general objective should be to 
achieve an equitable and mutually advantageous 
balance and increased trade on the basis of the 
principle of the most-favoured-nation concept. To this 
end it would be useful to work out a quid pro quo 
technique for negotiating multilaterally meaningful 
and balanced concessions on the basis of effective 
reciprocity under different economic systems. The 
experts agreed that at a future date a review should 
take place jointly of practical problems involved in 
the application of the most-favoured-nation principle; 
such a review should concentrate on the main obstacles 
to trade expansion and on establishing a basis for 
negotiations to remove trade obstacles to the maximum 
extent possible under prevailing conditions. 
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24. The Ad Hoc Group also examined the problem 
of effective reciprocity in trade and trade obligations of 
countries with different systems. Although the experts 
understood and interpreted this concept somewhat 
differently-in the opinion of the experts of countries 
with planned economies this concept signifies trade 
conducted on the basis of mutual advantage and 
equality while in the opinion of the experts of coun
tries with market economies this also signifies the 
practical equivalence of advantages and obligations 
received and granted-they agreed on the following: 

(a) The aim should be to achieve effective 
reciprocity/mutual advantage by means of a realistic 
and practical approach to this problem both in 
inter-governmental negotiations and in joint dis
cussions within the framework of the ECE and/or 
other appropriate bodies; 

(b) Effective reciprocity/mutual advantage should 
be measured in terms of concrete and comparab1e 
results, i.e., the increase in the volume and compo
sition of trade between countries with different 
systems which would satisfy the trading partners 
and would serve as a basis for its further develop
ment on a long-term and balanced basis; 

(c) The acceptance of mutual obligations with 
respect to the application of the most-favoured
nation treatment, non-discrimination in customs 
tariffs, quantitative restrictions, licensing, etc., will 
not, however important in themselves, necessarily 
lead to the desired development of trade. In this 
connexion it appears useful that these obligations, 
whenever possible and appropriate, be accompanied 
by concrete mutual commitments of the trading 
partners intended to result in the maximum increase 
of the volume and in the widening of the composi
tion of imports (combined with a corresponding 
increase in exports). In endeavouring to achieve 
trade expansion it is necessary to give due con
sideration to the need for a fair degree of continuity 
and stability in the pattern and composition of 
trade. 
25. In the opinion of experts from countries with 

planned economies, the most appropriate way of 
reaching the above-mentioned aims would be the 
mutual application of most-favoured-nation treatment, 
the removal of discriminatory obstacles to trade, the 
conclusion of long-term trade agreements and a more 
flexible payments system. 

26. The experts agreed that a more continuous and 
detailed exchange of information, with due regard to 
security and commercial interest considerations, about 
the criteria and methods used for national and regional 
planning affecting foreign trade, and about foreign 
trade and market policies and practices, could sub
stantially facilitate commercial relations between 
countries with different economic systems. 

Multilateralization of trade and payments, item 6 
27. In examining this problem all experts stated 

they started from the basic premise that a greater 
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degree of multilateralization in trade and payments 
was desirable. They explained the measures which 
had been and were being taken to permit multilateral 
flows of trade and to provide for multilateral settle
ments of accounts. In this connexion, reference was 
made to the draft agreement prepared by the CMEA 
countries on multilateral payments and on the creation 
of an International Bank for Economic Co-operation 
which had been drawn up and was being submitted 
for signature by Governments. 

28. The experts concentrated their attention on 
steps which might be taken to move forward in the 
direction of further multilateralization of trade and 
payments. 

29. It was pointed out by experts from countries 
with planned economies that as long as their foreign 
trade was hampered by special restrictions and pro
hibitions it was difficult for them to proceed as rapidly 
as they would wish toward a greater degree of multi
lateralism. They pointed out that among the market 
economies in western Europe multilateralization of 
trade and payments had followed measures taken for 
removal of trade restrictions and measures for finan
cing of international settlements, including credits. 

30. Experts from countries with market economies 
pointed out that the lowering of tariff barriers had 
been automatically applied by them to their trade with 
countries having planned economies in cases where 
the most-favoured-nation clause existed. Some experts 
of countries with market economies also pointed out 
that a number of other measures they had undertaken 
for removal or relaxation of quantitative restrictions 
and the granting of facilities for multilateral transfer
ability had also been automatically applied in their 
trade with countries having planned economies. It was 
stated that in a few cases quantitative restrictions were 
maintained as a bargaining instrument in trade rela
tions with countries having planned economies; in 
other instances quotas or zero-quotas were main
tained for purely protective purposes. 

31. Experts from countries with planned econo
mies pointed out that concessions they grant to third 
countries under trade agreements are also auto
matically extended under the principle of the most
favoured-nation treatment to countries with market 
economies. 

32. In the course of the discussion the following 
suggestions were made by various experts for practical 
steps which might be taken to achieve a greater degree 
of multilateralism in trade and payments : 

(a) Countries with planned economies and those 
with market economies might seek to create appro
priate conditions for multilateral trade which would 
promote their common interests in an over-all 
expansion of commercial exchanges; 

(b) Consideration might be given to the possi
bilities of abolishing quantitative restrictions; 

(c) Before or at least when imposing quantitative 
restrictions or prohibitions affecting the trade of 

partner countries or taking other steps affecting 
their trade, consultations and negotiations might 
take place in order to try to reconcile the mutual 
interests involved; 

(d) Further steps might be taken to arrange a 
greater degree of multilateralism in payments 
between countries with different economic systems 
along the lines of the recommendations adopted by 
the ECE Committee on the Development of Trade 
in October 1960. 
33. The Ad Hoc Group did not have sufficient time 

to examine any of these suggestions in substance, but 
considered it would be useful to examine them further 
in the future. Experts of countries with market econo
mies suggested that the Group should later study, as a 
measure of limited multilateralization, the advantages 
which might eventually be derived from a system of 
global quotas or quantitative global estimates applied 
to purchases which a country having a planned 
economy might make in various countries having 
market economies, and reciprocally. 

34. The Ad Hoc Group, in submitting this report, 
pointed out that it was of a preliminary nature and 
that the experts did not have sufficient time to examine 
in full the problems assigned to them. 
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~ 3.9: Sh. Ya. Turetski, Ocherki Planovovo tsenoobrazovaniya, 
SSSR (Features of planned price formation in the USSR). 
Gosudarstvennae izdatelstvo politicheskoi literatury, Moscow 
1959. 

3.10: Preispolitik und Preisbildung in der DDR (Price policy 
and price information in the German Democratic Republic), 
Berlin, 1960. 

3.11: B. Csikos-Nagy, Kozgazdasagi Szemle, 1962, No. 8 
(in Russian: Planovoe Khozyaistvo, 1962, No. 8, in German~ 
Sozialistische Planwirtschaft, 1962, No. 8) "Creating an 
independent price base for the Socialist world market ". 

3.12: S. Balazsy, Kozgazdasagi Szemle, 1962, No. 8 (in 
Russian: Planovoe Khozyaistvo, 1962, No. 8, in German: 
Sozialistische Planwirtschaft, 1962, No. 8) "Some timely issues 
of foreign trade efficiency calculations ". 

4. THE MOST-FAVOURED-NATION PRINCIPLE AND PROBLEMS CON· 

CERNING THE EFFECTIVE RECIPROCITY OF OBLIGATIONS fN THE 

TRADE OF COUNTRIES WITH DIFFERENT ECONOMIC SYSTEMS 

4.1: European Economic Community, Treaty Establishing 
the European Economic Community, 1957. 

4.2: General Agreement on Tariffs and Trade, The possible 
impact of the European Economic Community, in particular the 
Common Market, upon world trade, Geneva, GATT, December 
1957. 

4.3: United Nations Economic Commission for Europe, 
The problem of reciprocity in trade obligations, with particular 
reference to the most-favoured-nation clause (Note by the Secre
tariat), Trade/70, 10 September 1958. 

4.4: United Nations Economic Commission for Europe, 
The most-favoured-nation clause, document transmitted by the 
Government of Hungary to the Special Meeting on the Organiza
tion and Techniques of Foreign Trade of the Economic Corn
mission for Europe, TRADE/SMf7/Add.2, 19 June 1959. 

4.5: General Agreement on Tariffs and Trade, Relations 
with Poland, MGT/81158 of 8 August 1958; MGT/81158/Add.l; 
L/1037/Add.l of 15 September 1959. 

4.6: Convention Establishing the European Free Trade 
Association, Stockholm, January 4, 1960. Cmnd. 1026, Treaty 
Series No. 370 (1960). 

4. 7: General Agreement on Tariffs and Trade, Basic Instru
ments and Selected Documents, Eighth Supplementary, February 
1960, pp. 11 to 12, 61 to 62, " Relations with the People's 
Republic of Poland", and pp. 17 to 20, 64 to 66, "Relations 
with the Federal People's Republic of Yugoslavia". 

4.8: General Agreement on Tariffs and Trade, Panel on 
Subsidies and State Trading (Final Report on State Trading), 
L/1146, 11 March 1960. 

4.9: Council for Mutual Economic Assistance, Charter of 
the Council, United Nations, Treaty Series, Volume 368 (also: 
in Russian and German: Gesetzblatt der DDR, 1960, No. 29, 
and in unofficial translation into English: Economic Corn
mission for Europe, ME/224/61). 

4.10: General Agreement on Tariffs and Trade, Basic 
Instruments and Selected Documents, Ninth Supplement, 
February 1961, pp. 56 to 62, "Consultation on Relations with 
Yugoslavia". 



4.11: General Agreement on Tariffs and Trade, Meeting of 
Ministers (Conclusions adopted on 30 November 1961), L/1657, 
I December 1961. 

4.12: General Agreement on Tariffs and Trade, Basic Instru
ments and Selected Documents, Tenth Supplement, March 1962, 
pp. 61 to 68, "Relations with Yugoslavia": Report on second 
annual review adopted on 7 December 1961 (L/1664). 

4.13: Council of Mutual Economic Aid, Basic principles of 
international socialist division of labour, Moscow, CMEA 
Secretariat, 1962 (in French: Les principes fondamentaux de Ia 
division internationale socialiste du travail, Moscow, CEAE 
secretariat, 1962; in Russian: Osnovnye printsipy mezhdunarod
nogo sotsia/isti cheskogo razdeleniga truda, Moscow, 1962). 

4.14: General Agreement on Tariffs and Trade, Trade in 
agricultural products, Reports of Committee II on Country 
Consultations, particularly reports on consultations with Czecho
slovakia, Poland and Yugoslavia, 1962. 

4.15: General Agreement on Tariffs and Trade, Review of 
the implementation of the Declaration on trade relations with 
Poland, L/1753 of 3 May 1963, with addenda 1 to 6. 

4.16: Wm. Adams Brown, The United States and the Restora
tion of World Trade. (Contains discussion of mfn problems with 
planned economy countries in connexion with Havana Charter.) 

4.17: C. Wilcox, A Charter for World Trade, New York, 
1949, especially discussion of mfn problems between countries 
of different economic systems. 

4.18: Law and Contemporary Problems (Durham, NC, USA) 
Nos. 2 and 3, Vol. XXN, 1959, "State Trading", Parts 1 and 2, 
particularly the papers by Hazard, Domke, Fawcett, Friedmann, 
Spulber, Mikesell and Wells, and Berman. 

4.19: Zehn Jahre Rat fur gegenseitige Wirtschaftshilfe, 
Berlin, Dietz Verlag, 1960. 

4.20: Yu. Usenko, Printsip Diskriminatsii i printsip naibol
shovo blagoprijatstvovaniya v mezhdanarodnykh ekonomicheskikh 
otnosheniyakh (The principle of non-discrimination and the 
principle of mfn in international economic relations) "Vnesh
nyaya Torgovlya " No. 7, 1960. 

4.21 : Association internationale des sciences juridiques, 
Aspects juridiques du commerce avec les pays d'economie planifiee, 
1961. 

4.22: J. F. Triska and R. M. Slusser, The Theory, Law and 
Policy of Soviet Treaties, Stanford, 1962. (Contains history of 
mfn negotiations.) 

5. THE POSSIBILITY OF ESTABLISHING MULTILATERALIZATION OF 

TRADE AND PAYMENTS 

5.1: International Monetary Fund and International Bank 
for Reconstruction and Development, Articles of Agreement of 
the International Monetary Fund and the International Bank for 
Reconstruction and Development, Washington, 27 December 
1945, Cmd. 6885, Treaty Series No. 2 (1947). 

5.2: General Agreement on Tariffs and Trade, Waiver to 
Czechoslovakia from Article XV: 6 (Report by the Government 
of Czechoslovakia under the Decision of 5 March 1955) L/427, 
25 October 1955 with Addendum I. 

5.3: United Nations Economic Commission for Europe, 
Improvement of Payments Arrangements (Note by the secre
tariat), TRADE/94, 2 September 1959. 

5.4: United Nations Economic Commission for Europe, 
Improvement of payments arrangements : Enlargement of scope 
for multilateral transferability and greater flexibility in payment 
relations (Report by the Secretariat), TRADE/I 06, 16 August 1960, 
with addenda 1 to 3, presents information on payments relations 
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between ECE Governments and also governmental replies 
transmitted in response to the recommendations on multilateral
ization of payments adopted by the Committee on the Develop
ment of Trade at its eighth session; the latest information issued 
by the Secretariat on payments arrangements in force among 
ECE countries is contained in document TRADE/106 Add.l, 
Corr.2 dated 6 March 1961. 

5.5: United Nations Economic Commission for Europe, 
Economic Bulletin for Europe, Vol. 12, No. 2 (September 1960) 
presents information prepared by the Secretariat on east-west 
European payments arrangements and their implications for 
trade relations: tables 19 and 20 show the degree of bilateral 
balancing in the commodity trade of individual eastern and 
western European countries, 1950-1959. 

5.6: United Nations Economic Commission for Europe, 
Agents' sixth annual report on the operation of the multilateral 
compensation procedures organized under the auspices of the 
United Nations Economic Commission for Europe, E/ECE/ 
TRADE/63, 30 July 1963. 

5.7: K. Hercher, Der Zahlungsverkehr der DDR mit dem 
Aus/and, Berlin, Verlag Die Wirtschaft, 1958. 

5.8: F. Bystrov, Etudes economiques, 1960, No. 126 and 127, 
"L'organisation des reglements monetaires entre les pays 
socialistes ". 

5.9: Notesetetudesdocumentaires, Paris 1961, No. 2745," Le 
nouveau taux de change du rouble". 

5.10: R. Mikesell and J. N. Behrman, Financing Free World 
Trade with the Sino-Soviet Bloc, Princeton, 1958. (Contains an 
analysis of some 250 bilateral agreements.) 

ADDENDUM 

REsOLUTION 3 (XIX): THE ACTIVITIES OF THE COM
MISSION IN RELATION TO THE UNITED NATIONS 
CONFERENCE ON TRADE AND DEVELOPMENT * 

The Economic Commission for Europe, 

Recalling resolution 14 (XVIII) concerning the ECE 
contribution to the preparation of the United Nations 
Conference on Trade and Development and the active 
contribution which the Commission has made to that 
Conference; 

Noting the report by the Executive Secretary 
(E/ECE/523), which expresses the conviction that the 
outcome of the United Nations Conference on Trade 
and Development will have a positive influence on the 
future work of the Commission in the field of trade; 

Taking account of the contribution which the 
countries participating in the work of the Commission 
are making and will make to the world economy and to 
world trade: 

1. Approves the intention of the Executive Secretary 
to include in the provisional agenda for the thirteenth 
session of the Committee on the Development ofTrade 
an item concerning the United Nations Conference on 

• The text of this resolution and the following one, both relevant 
to the work of the Conference and adopted by the Economic 
Commission for Europe at its nineteenth session held from 13 to 30 
April 1964, was transmitted for the information of Delegates. 
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Trade and Development and to make all pertinent 
documentation available to the Committee; 

2. Requests the Executive Secretary 
(a) To award high priority to those activities of 

the Commission which, within the framework of the 
Commission's programme of work, might con
tribute towards the implementation of the Con
ference's recommendations; and 

(b) To draw the attention of those of the Com
mission's subsidiary bodies whose competence 
relates to questions which may be the subject of 
recommendations by the Conference to the docu
mentation bearing on those recommendations; 

3. Requests the Executive Secretary to report on 
this subject to the Commission at its twentieth session. 

RESOLUTION 9 (XIX): THE FURTHER WORK OF THE AD 
Hoc GROUP TO STUDY PROBLEMS OF EAST-WEST 
TRADE 

The Economic Commission for Europe, 

Considering that a clarification of problems in 
commercial relations between participating countries 
with different economic systems would contribute to 
the development of trade among member countries of 
the Commission as well as to the promotion of world 
trade; 

Recalling its resolutions 4 (XVIII) and 9 (XVI), 
which recognize the desire of participating countries 
to identify and to remove the obstacles of an economic, 

administrative, and trade-policy nature which impede 
a mutually advantageous expansion of trade among 
them, and particularly between participating countries 
with different economic systems; 

Noting with satisfaction the preliminary report of 
the Ad Hoc Group to Study Problems of East-West 
Trade: 

1. Decides that the Ad Hoc Group to Study Prob
lems of East-West Trade established under resolu
tion 4 (XVIII) should continue its examination of the 
subjects assigned to it by said resolution in accordance 
with the suggestions in the experts' own preliminary 
report in the light of the observations made by ECE 
Governments, taking into consideration the Com
mission's discussions of this examination; 

2. Accordingly invites the Chairman of the Ad Hoc 
Group, in consultation with the Chairman of the 
Commission, the Executive Secretary and the Chair
man of the Committee on the Development of Trade, 
to arrange for the experts to meet before the end of 
1964; 

3. Requests the Ad Hoc Group, if it meets before 
the thirteenth session of the Committee on the 
Development of Trade, to submit a further report to 
said Committee; or, if the experts meet after that 
session, to the Commission at its twentieth session; 

4. Requests the Executive Secretary to circulate 
the next report of the Ad Hoc Group to member 
Governments of the Commission and to invite their 
comments prior to the Commission's twentieth 
session. 
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CONTENTS OF THE SERIES 

(8 volumes) 

VOLUME I. FINAL ACT AND REPORT 

This volume contains the Final Act and Report of 
the Conference. 

The Final Act provides an account of the back
ground, constitution and proceedings of the Confer
ence and of the findings, reasons and considerations 
underlying the Conference recommendations. It in
cludes also a summary consolidation of the recom
mendations, while the full texts of the recommendations 
are to be found in Annex A. Annex B contains obser
vations of delegations on the recommendations, while 
Annex C reproduces messages received by the Con
ference. 

The Report of the Conference provides a more 
extended account of the background, constitution and 
proceedings of .the Conference as well as the texts of 
reports submitted by Committees of the Conference 
and a check list of documents of the Conference and 
its Preparatory Committee. 

United Nations publication, Sales No.: 64./I.B.ll. 
Price: $US 6.00. 

VOLUME II. POLICY STATEMENTS 

This volume begins with the Report submitted to 
the Conference by its Secretary-General, Dr. Raul 
Prebisch, and entitled "Towards a New Trade Policy 
for Development". This is followed by the full texts 
of major statements of policy made during the opening 
and closing stages of the Conference. The volume 
ends with the Final Report of the Secretary-General 
of the Conference to the Secretary-General of the 
United Nations. 

United Nations publication, Sales No.: 64.II.B.l2. 
Price: $US 8.00. 

VOLUME IlL COMMODITY TRADE 

This volume contains the studies submitted to the 
Conference dealing with international commodity 
problems. It provides an account of the special diffi
culties affecting international trade in primary com
modities, and the impact of these difficulties on the 
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developing countries and other countries dependent 
on exports of these products. It contains analyses of 
international commodity arrangements and policies 
as well as studies of proposals for organization of 
commodity markets and for a commodity reserve 
currency. 

United Nations publication, Sales No.: 64.II.B.l3. 
Price: SUS 8.00. 

VOLUME IV. TRADE IN MANUFACTURES 

This volume contains the studies submitted to the 
Conference dealing with problems of international 
trade in manufactures and semi-manufactures. The 
papers include analyses of problems faced by devel
oping countries in producing industrial goods for 
export, as well as of factors affecting the demand for 
such goods in the developed countries. Methods of 
encouraging exports of manufactures and semi-manu
factures from developing countries are reviewed, in
cluding export promotion, reduction of trade barriers, 
and the possibility of preferential arrangements. 

United Nations publication, Sales No. : 64.II.B.J4. 
Price: SUS 4.00. 

VOLUME V. FINANCING AND INVISIBLES
INSTITUTIONAL ARRANGEMENTS 

This volume contains the studies submitted to the 
Conference dealing with the improvement of the in
visible trade of developing countries, and problems of 
financing for an expansion of international trade. 
Various papers deal with service transactions of devel· 
oping countries, including shipping, insurance and 
tourism, as well as questions of economic growth and 
external debt. Included also are studies of public and 
private capital flow to developing countries. 

The latter part of the volume contains a number of 
papers bearing on questions of institutional arrange· 
ments examined by the Conference. Substantial 
analyses of existing institutional machinery, notably 
GATT, are included. 

United Nations publication, Sales No.: 64.II.B.l5. 
Price: IUS 8.00. 
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VOLUME VI. TRADE EXPANSION 
AND REGIONAL GROUPINGS. PART 1 

This volume, together with Volume VII, contains a 
number of papers dealing with general questions of 
international trade expansion and its significance for 
economic development, and with implications of re
gional economic groupings. In addition to submissions 
by certain Governments and groups of Governments, 
the volume includes major studies of trends and pros
pects in international trade, including a projection of 
the " trade gap ". This is followed by extensive exa
mination of questions connected with the formation 
of European trade groupings. 

United Nations publication, Sales No. : 64.ll.B.l6. 
Price: $US 8.00. 

VOLUME VII. TRADE EXPANSION 
AND REGIONAL GROUPINGS. PART 2 

This volume, together with Volume VI, contains a 
number of papers dealing with general questions of 
international trade expansion and its significance for 
economic development, and with implications of re
gional economic groupings. Included are a number 
of papers submitted by the secretariats of the Regional 
Economic Commissions dealing with trade problems 
of their respective areas. Included also are the con
tributions of the Council for Mutual Economic Assist
ance (CMEA), the European Economic Community 
(EEC) and the European Free Trade Association 
(EFTA). 

United Nations publication, Sales No. : 64./l.B.ll. 
Price: IUS 7.00. 

VOLUME VIII. MISCELLANEOUS 
DOCUMENTS AND LIST OF PARTICIPANTS 

Volume VIII contains those documents of the Con
ference on Trade and Development which are pub
lished for reference purposes. These documents con
sist of the reports of the three sessions of the Prepar
atory Committee, followed by a letter from the Secre
tary-General of the Conference containing a list of 
the questions that were brought up in preliminary 
discussions on the various topics of the agenda, as 
had been promised at the Third Session of the Prepar
atory Committee; a number of letters and memoranda 
concerning some of the other issues raised during the 
meetings, five draft recommendations which could not 
be discussed for lack of time, but which the Conference 
felt were of sufficient interest to warrant their trans
mission to the " continuing machinery ", the relevant 
extract from a booklet published by the FAO which 
is now difficult to obtain but which was frequently 
referred to during the Conference, memoranda from 
two of the non-governmental organizations, and finally 
the list of members of delegations attending the 
Conference, of observers sent by various organizations, 
and also of the secretariat of the Conference. 

United Nations publication, Sales No.: 64.II.B.l8. 
Price: IUS 4.00. 

NOTE 

Information regarding paperbound editions is avail
able on request. Orders and inquiries may be directed 
to: Sales Section, United Nations, New York, USA, 
or to Sales Section, United Nations, Palais des Nations, 
Geneva, Switzerland. 




