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An address by Prederick T. Van Dyk, Deputy Dii-ector, European Commmunity Information
Service, Washington, D.C., at AMA's Bast-West Trade Briefing Session, May 20-22, 196k,
at the Hotel Plerre in New York.

. NOTE TO EDITORS: Excerpts »f up to 50%, or
-narrative summary, of this paper permitted.




Lo exist.

As far as the Soviet Union is concemed, the European Comnnmity does not '

- Althcm@ 6h cmmtnes have diplomatic representation to the Commnity in
: Brussels the Soviet Union and Eastern bloc do mot. - . .

-

"qaite recently, the Commmity was denounced by the Soviet Unionras a brother -

. of NATO, as an imperialist organization bént on re-establishing dominance =

: over helpless developing nations, and as the "la.st gasp of Westem Europe

SN in at‘bempvting to revive dying capitalism.

L - One wonders if same of t.hese very vigorous demmciations were rea.lly
‘ :ibelieved at their source. In any case s 1t is elear that the Soviets have

R ‘been disturbed by the development of a Common Market---if only because it
. 1s a refutation of Commmist theory. After all, the fact of a uniting,

prospem Western Europe acting peacefully ‘through common institutions - -
. is a far cry fmm t.he economic collapse and disintegration of the West. ‘

e Todm' hovever, the Soviet Union takes a much milder line toward the o
Cmmity. One reason for the change of heart is comercial self-interest. .

.- 'The Soviet Union end Comecon countries have made various trade agreements
~ in the past with Commmity member states. However, after 1970---when the
Cozmmmity has reacked the end of its transition period to economic unity---
~ there will bde a common Commmity trade policy and bilaterai trade sgreements
' will ©vo longer be possible. Bven earlier, 1966 or 1967, all tariff barriers
- will have been removed within the Common Market and there will be free trade
- within. This will mesn that commerciel pressures will increase on those
- Easterm bloc coumtries which are not members of GATT and which are not taking
~part in the Kennedy Round trade negotiation in Geneva. These Bloc countries

will find themselves faced with a thriving market of 180 million people with

free trade within. They will find that their non-Communist European neighbozfs :

. will---glthough zot within the Commmity itself--have in the Kenne’y Round

: aaiwd com:ilmed access to the Comminity market.

o (1 should be noted that Czechoslovakia is a GATT mexber, while Poland
'parti).cimbes in thz vork of the contmc‘cing parbies under a special a.rra,nge- ,\
mt [ 3 . 2T - - .
Lo I.ooking at the &:mmity through Soviet eyes, we thus see a develoment
~aﬂ11ch is not at all pleasing, either politieally or economical]y but which

| ‘»mmthelessmstbemt anddealt with.

, One Ifay to meet end "deal with” the problem vould be for the Bloc to
'becm cmletely self-snﬁﬁcient economically. Hcmever, Comecon has been

: ?self-mfﬁciency ’wmrd 1ncreasim; trade with the West. S

S ’ Tims, shm't. of reversing the mcent trend toward increasing contact with
the West and of greater freedom within ‘the Bloc, it would ,seem ‘that we' c.ould
‘exmet m Scwiet Mtiative soon tarard the Cc:munity. One ‘can only

e The reason is not ha.rd to understaud From its begitming, and until TR S

" less than & roaring success. ~And recent movement has indeed been away frozn Vi




Lo speculate as to wbether this wculd mean chn.et &iplomtic recoguition of t.he :
. Commmity and sending of a mission to Brussels. But it certainly is a '
. possibility. Jean Rey, the Common Market's Commissioner in charge of R

o ecternal relatlons, is on record as swing tha.t the door is open fcr such L
e initiative. G ; , o

L - Last year the Soviet Union sent a note to all Commmity countries, ;
SRR except Italy, requesting tariff negotiations and concessions. -But all
" replied that eany such negotia.tion would have to be with the Cozmmmi’cy '

e 1tse.1f

© . The Common Market Council of Hinisters then sent a note to Mosccw, -
ce thrmgh the Dutch ambassador, offering partial suspensicn of duties on a 4
" number of products including caviar and wodka ‘But today, six months later,
i the Soviet Union is still studying ‘the note. Its acceptance would, of '
course, mean recosnition of . the Common Ma.rket : ;

'i‘he Commitv mst also fo;rmﬂ.ate a deﬁnite policy toward the Bloc. L

' The Common Market Cmmdssion recerrtly submitted a memo to the six
- member states proposing a gradual transition toward a common commercial
- policy vis-a-vis Bastern Burope. Among the Comiasion s recompendations
- was one that the Six bind themselves, no later than December 31 of this
¥year, to a uniformly worded safeguard clsuse in their bilateral trade
agreements vith state trading countries. Ou the strength of this clause
the 8ix could then, separately, take measures against any market disruptions
caused by imports from state traders (who can arbitrarily fix export prices
to their liking without regard to free-market forces). Such a decision had
adeybeentakeninlSﬁBbymeSixonproa\mtsunderthe Coal and Steel
: Caumity.

The 8ix have not yet made response, however, to the Common Market
- Commission memo. One reason is that the member states already have some
- special provisions in their agreements with state trading count..es.
‘Another is that they believe state trading countries may object to the
: inclmionofthesafegmrdclmxseinanytradeagmemt and demand a
: concession as “payment” for it. The EEC Commission intends, however, to
.- pursue the propoml as part of its responsibility under the Rome Treaty.

A The cmaon also proposes that the Six coordinate their policies
- in eredit to state traders.

GHSNE In sxm, then, we gee that the Eastern hloc has not yet officia.lly
e aeeepwd the Community's existence but is feeling toward some sort of ac-
1 [fﬁeomdation, while the Commmity at the same time, in moving toward a

G COmBon trade policy 1s seeking agreemt among the Six mher states ‘

****

!w, lnving outlined the state ar things, let e take a nment to give




Fact Number One: Since 1958, the volume of Comnnmlty-Bloc trade has
steadily increased. The Comunity s trade with the Bloc has increased by
87 per cent during this time, which' EEC tra.de with 'bhe rest of the world

. ‘_rhaa increased by 44 per cent.

Fact Kunber Tvo The Community sells slightly less to the Bloc t.ha.n

it buys there. The overall trade deficit last year was $282 million. The

Commmity as a whole decreased its exports to the Bloc in 1963 by 8 per cent
over the year before, vhile imports from the Bloc increased by 13 per cent.

| Prance last year increased its imports from the Bloc by 27 per cent over

‘1962, while it exported 16 per cent less than the year before. 'The biggest
' EEC traders with the Bloc are Germany, with $891.8 million 1963 volume of
‘trade; Ttaly, with $693.4 million; and France, with $476.9 million, compared

" to Great Britain, with $855. 323 million; and the United States, with $2h8 1
- nmmo .

: Fact Eumber Three: The Soviet Union does a great deal of business with
. other Comecon countries, but also with the Common Market.

L In 1962, Soviet-Comecon exchanges totaled $7.5 billion. Soviet-EEC
 exchanges totaled $1 billion. EEC-Comecon exchanges totaled$2h billion.

Pact Bumber Four: The Common Market's goodis, in general, i1l more of a
gep in the Esstern economy than do the Bloc's exports ir the Western Buropean
economy - .

In 1952, the EEC's major exports to the Bloc were, in order:
Food Productge---- -$ 84.3 million
Raw lhterials--~--—4 T1.9 million

Its major imports from the Bloc were, in order:

Raw Haberials ----- ~$314.9 million
Food Productse-----$289.2 million
~ Machinery--------- --$ 47.6 million

o It ym analyze the various categories of products traded between the EEC
" and the Bloc, you can see that the trade structure is identical to that be-

o tween the developing couutries ‘and the industrialized countries.

L Pin:lsbed pxodncts clearly. cutnumber other e:xporhs of the. EEC to the
xlfm.oc, while three-fourths of the Bloc's exporbs to the EEC are primary

. products; food, fuel, and rew materials. The remainder, a very small
- amount, are finished products. The situation is even more pronounced =

- Burope are finished products. Only the exports of Eastern Germesny and - = .
' Czechoslovakia approach the normal pattern of trade ‘between industrialized = .
countries. But even in this ‘case, it is 1mpossible to find evidence of the

B o:f thse trad:hg partners rises. R IR

_for the Soviet Union. Less than one-tenth of Soviet exports to Western - ; "‘7 )

. well-known tendency of trade to increase as the degree of industﬁalization o



In conclusion, what do the present policies, tra.de trends e.nd develop-

' ':«'ments add up to? They add up to:

A reality of 1mreasing Comnity-Bloc tra.de., o
'A certain dependence of the Bloc econonw on Western iudustrie.l good.s.

: - A increasing effort by the Soviets to meet the cha.llenge of the ,
= me—-probably by increasing, rather than diminishing , commercial
An awareness by the C:onmuni‘cy countries that they mast a.rrive at

- common policies vis-a-vis the Bloc in the near future, and in such a way
- that they will not leave themselves vulnerable to dmnping.

I have not discussed at all today the attitudes of variocus Commnity

. countries toward U.S. and NATO policies, commercial end other. These

‘m:ltndes differ, and they are not in ny domain to’ G_tscuss. '
I will close, however, with a few words of ;mu'ely personal observation.

Itmmmthatmreandmre&:ropeanoountriesarecomingtoview

| ' the American definition of “strategic” goods as being too broad.

Many feel t&t, had a &xropean country---rather than t.h.. cited States---

. made a recent massive wheat sale to the Soviet Union, the reactior. here would

have been strong and immediste. And probebly a few more feel tbat, in en era
of increasing detenmte, all the Western countries should be freer than pre-
;nmmtotmdemeretraée 15 pmfitable anﬂavaﬂahle :
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