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To discuss adequately trade between the Community and Eastern
Eurppe,faccount'must be taken not only of the economic interests |
involved on both sidgs,‘but'also of the overall relationship between

. West and East and of certain spécifid technical problems.

‘ "Thus I shall devote a few introductory remarks to the important
chahges which have taken place in the relations with Eastern Burope.
Thereafter I shall describe the development of trade with the Eastern
countries since 1958. In a third section of my lecture I shall
discuss the diffioulties which arise in trade between a commupity of
countries with free economies and countries where the economy is still
largely subject to State direction.' In my concluding remarks I shall
‘have a look at the future. - ' et " '
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This year is the 20th anniversary of the-outbreak of the cold
war. e R T U S -
By July 1947 all efforts to persuade Soviet Russia to join in a

European Recovery Programme supported by American financial asslstange

, had failed. ﬂ The Soviets had reached the ¢onclusion that the Marshnll
Plan was a Trojan Horse designed to desintegrate their newly acqulred
empire. They also ‘believed that Soviet influence oould_he -extended

. over the whole of Europe and its dependencies by applylng a policy

. of intimigation and of exploitation of the many difficulties faced by

.__Western European countriess As a result, Moscow tightened its .grip 'f?

., on the Eurqpean countries under its control, and these became sheer -

satellites. Soviet policy in .regard to the West beeame ontright

héstile, . ThgfIroanurtain had fallen. on our Continent.

Faced with a real and immediate threat, Western Eur0pe which wan
' practically detenoeless, could only turn to the United States for '
-protectiona this was granted and shortly afterwards the Atlantio
‘AAllianca Was born. ' '




Thus our Continent became divided into two hostile camps: t

with the East became trade with potential enemies.

As a result, the two sides followed different courses for the

recovery and development.

The -Western Europeané‘adopted free competition as the means to
secure the best use of the resources available to them. Accordingly, _ ' 
their mutual economic relations became based on multilateral trade,
the most favoured nation clause, multilateral payments and later on
conveftibility of currencies. The‘Eastérn nations pfoceeded instead
towards rigid compulsory c¢entralized planning, and State directed,

strictly bilateral trade.

It must be stressed at this poinf that Western countries have
never had-a common attitude in relatlon to trade with the East during
the cold war, This in the cmrcumstances ¢ould be con51dered a weak~
ness: but it was the inevitable result of their freedom of action
within a group to which they belonged of their own free . choice, and
of the different interests and views which existed between them on .
this question.  All agreed of course thét giien the situation, exports *u}
to the East of materials which could add to thé nilitary potential
of their opponents had to be prohibited. Butvthey argued at length -
as to which materials were really to be considered of strategic B
importance. - On the other hand, some countries in thé West doubted
very strongly the wisdom of a policy which eventﬁally wduld consist
in the sealing off altogether of the Bast from the process of European
recoverys Furthermore, the ecenomic 1nterests of the various Western
countries were very different when it came to supplies from the East.
‘Take-0il for example. - Italy, with no oil prqducing_aréas under her
control, was ~ and still is - naturally inclined to diversify as much
as possible the sources of supply of this eaéential raw material, and

thus secure continuity of supply and a good bargaining position on '5:
prices. ’.Franca'instead;'desirous_to}maintain and dévelop its ; ib
’ traéitional trade with her former colonies, was not in favour of ‘1f~
massive Westerh imports of 0il from the East, = In the far North, tiny ..
:Iceland, with an economy based almost entirely on fish, unable to L

'dispose of certain fish. ‘products such as fishmeal ae~good prices

©
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“s;’in the. West, eould not be indifferent to Eaetern.offers of exchanging

to accept oil from Soviet Russia and Roumania as & counterpart ef its
';experts. ‘ e ‘ Lo B

‘from the East, in a situation of c¢old war, entaliled for any Western
' country a aerioua riek' and “this was: generally reeognizeda

"keep alive some tradé relations with our Eastern neighbours. But

;e_the East would aoqulre, whatever its economic justifications, the
‘.political signifieanee of an attempt to establish a neutral status
~\.between the two opposing eamps. AR -

' ,‘ 'of the éuban crisis of 1962..,~ S R ; ,‘?

:up to" the point- where he eliher had o acceyt eknuciear war or with-l
~-draw. -.He withdrew,  With his_ disgraee he has paid for the gross
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fishmeal against oil.
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Ttaly was in fact the first of the Six members of the Community

L3

‘ Ohviously, ‘to become greatly dependent on essential suppliea

_ By and large, during the height of the cold war the West could
not. dissoclate altogether its eommeroial Anterests from the overall

‘pe;itieal tension between tH# two camps. The West in fact never

reelli aceepted the separation from Eastern Europe other than as a
temporary event and managed even during the most difficult years to

as 1ong as the cold war was on, even in the West any important
departure from an attitude of strict reserve in regard to trade with

: Opinions vary as to when the,tide gf the cold war(began to ebb.:<5r

Deetaliuizatlon, the theory of peaceful coexistence, the doctrinl

of pely-centriam in the communist '°rld, the highs and lows and the \¢ﬁ
o paradoxes of the Khruaehevian era: allzthegeAevents‘no doubt broke ;
: ’the terrible 5p311. Ly

1 believe however that the turning point came at the conclusion -

Mo

‘As we.nll remember, Khruschev had allowed the crisis to derelop

miscalculation of the riske. But I cannot help feeling that he

" ‘deserves. the gratitude of mankind. - Had it not been for this mie-

caleulatiena ne&ﬁher of. the. ;wo gzeat nuclear powers might have




realized fully, as they now do, the tremendous responsibility whi

accompanies the possession of nuclear weapons.

Cuba was the starting pcint for a devalopment wlthout precedent

' in history. I mean the tacit acteptance by the United States and

the Soviet Union of common rules of international behaviour. While

their political 1nterests remain essentially opposed, both know that
they cannot promqte these interesbs beyond a glven polnt without

~having to face unacceptable risks.

" This dé#elopment has had and is having momentous consequences.
" It has naturally entailed a limitation of thé‘influence,which‘the
© Soviet Unlon can effectlvely exercise in its own campe  No doubt the
same can be saild about the positlon of the United States in regard to
her Western allies. But the consequences are far morg,signlficant
for the camp where'solidaritymwas‘enfofced, and based on a common

objective of world domination.:

The most spectacular event in this conflict'was<bffcourse the rise
of China as an open challe@gér to Soviet Russia for thé”leadérShip of
the communist world., For China, beset with enormous economic and
social problems, and an ancient ambition to acquire a dominating
‘position in Asia, it was impossible to accept a stabilization of the
world situation existing in 1962, For China the revolutionary era
could not be considered closed, it was just starting.

‘Perhaps:ig'the ;ongutuh,‘Qyiﬁg'wili,bécbﬁe for the worid a far
- more- serious danger than Rusaia ever was. Anyhow, the situatlon in

China is at present much too confused to permit a concluszve assessment."

'But for the time being we, as peaceolovang human beings, can be
content with the fact that the smngle monolithic communist bloc subject
to. irrational and dangeraus impulses has ceased to exlst. that
autonamous attitudes based more on national interests and views than ;ii
on bloc political interests are again becoming‘p0561ble‘in Eastern ,
Europe, and that the Eastern countries have begun’t9~look_ih their o ; 
own right for appropriate,selutians.to the;Egob1em of their rélations =
 with the West. ~~ Yugoslavia is no longer the onlyjexgeption to the
~ iron rule. ' o '
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On the-other hand, the long period of peace or rather of absence
~of h0$;wer_which;we have,snjoyed‘innEurope since 1945tis_bearing fruit.

o New generations are coming up; both in the East and in ’'the West,
their minds far more open to the fascinating problems of the second
'industriel revolution, and of a rational organization of this new

' world of ours; than to the fanatic defence of a given ideology or the -
-support of polioy of power and supremacy.

B

"_The\industrialiZation of the East has brought about a diversific-
ation of the economies which in turn has given rise to the problem

... 0f securing a rational balance between the various economic activities

in the absence of profit as a regulator. Expans;on in developing
'_countries entails ‘8 riging demand which cannot be satisfied except
by trade with the industrialized countries which can deliver the
g00ds.,. The gradual rise in the standard of 1iving of the people,
:ithe sreat increase in general education Whlch has taken place in the

. East, the knowledge about living conditions of the working classes

in the Western countries have resulted in a growing demand for
consumer goods which, in the absence of tension, cannot be long
;dieregarded. As soonies’enforced discipline relexes, people become
“_woritieel. Thus criticism of'rssource waste is becomins more and more
nfopen. For instance, ‘how much of the 97. million tons of steel
»produced in the Soviet Union in 1966 was wasted in useless conventional
) armaments whereas it could have found its way into the production of
| motorcars and refrigerators? ‘

Traditional dogmas, such as compulsory planning and the over-
riding importance .of heavy industry over the production of the
;_consumer goods, are no longer intangible. Distinguished Soviet

economists have redisoovered the theory that profit is indispensable
-for the healthy development of an economy. and are now attempting to

reconcile ‘this new theory with current planning practices. Some

2000 enterprises,. perhaps more, will be adjusted in 1967 to a system
- .af panggement based on_prqiltz, and this change will affect several

- million workers. B o

CE

Mf*f“Aefiega:dé forsign trade, the Soviet efforts: to éreate in 1962,
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as a counterpart-to'theTEuropean Economic Community a system of
"intrasocialist economic integration seém to have failed‘. Inte
as conceived then, meant a common’production and trade plan wit
which each partner of the C.A.E.M (or COHECON) was to be allotte
production quota of glven goods, related to its availablllty of r
materials or of techn1c1ans and skilled labour, The planning was
to be centralized in Moscow: it seemed evident that the Soviet Union
would have tried tovmanage the plan with a view to maintain every

other participating country in a situation of enforced dependence on

the group.

This approach was flatly rejected by Roumania, and in 1963 the
scheme was tacitly transformed into a loose framework for bilateral
negotiations. This meant the end of the central plahning idea and
the victory of national economic interests of the various Eastern
partners over bloé’political objectives, An international economic
_ bank which had been set up to support Eastern integration with a
system of'multilaterai payments and short term credits has had so far
little to do. |

In Soviet Russia itself a new ruling class has emerged which seems
to have a sober notion of national interests and appears desirous and
capable of using traditional diplomacy for the promotion of these

interests,.

These changes would probably not have occurred had the West not
followed over the last two decades an overall policy nixing firmness
and flexibility. - The West stood_firm in the defence of freedom and
in resisting intimidation and pressure from outside and from within.
There were hoﬁever always some Western countries willing to make an
. effort to ease tension and never did the West attempt to use its
,;vforceltb impose the solution of outstandingvproblems in Europe, such
as Berlin and the division of Germany. This policy kept the peace
wi?hout surrender. Peace in freedom has made it pbssible for Western »lk
Burope tobachieve economic and social progress on a scale never known
before. These results were achieved through economlc and commercial n
policies which were essentlally 1iberal. | Above all, secure under

the protection of the AlllanCe, Western Eurdpe proved capable of

884
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1aunching e process of ‘gradual economic integration-of nations.
;cThis integration was based 'on a*ﬂurable réconciliation between
countries which had been fighting each other for centuries, and
entalled the acceptance of a growing degree of interdependence, and -
the leadership of common democratlc instltutlons- an integration open é
»; to trade and competition with the whole world and committed to i

peaceful objectives.

- The results achleved,by the European Community since 1952 and
- in particular since 1958 on the eccnomic and BOClal plan have certainly
. shaken the conv1ctions held in the East ever since the famous speech
by Stalln on the contradict:.on of Capltalism. '

It was avident that with Western Europe emerging"aé one of the
greatest eccncmlc powers of the world there could be no certainty
that a hew economic criais would inev1tab1y wash away the very
foundations of our civilization. Thus while at ‘the outset the
launching of European economic integration was condéhned in the East
as one more aggressive Wegbern device d:.rected aga:.nst our neighbours,
- by 1962, attitudes had changed, as revealed by surveys of Soviet.
':Hexperts and speciallsts. " Besides, it must have occurred to the

}Soviets that the growing edonomic interdependence of the Six countries ;"
has had a stabilizing effect on general conditions an our Continent:
andbthis [may have been welcome at a time when Asia was begimning to be;ﬁ
.a cause of serious concern to Russiae The forée cf attraction
-exercised by the Gommunlty on 1ts Western European néighbours, the
manifest desire of countries which are beyond suspicion as regards :
their attachment to péace such as Great Britain and the Séandinavians,
to becoite members of the Communlty, the emergence in Italy and later
in Germany of left-centre Governments, the foreign policy of the

“Frenth Government..'all these facts cannot. but confirm in Soviet minds °

: the~notlon that the Community - in the 1ight of present circumstances —j

~is an asset from their point of view.

L

_.11 nf ,

Let us .now analyse the develoyment of trade.With Eastern Europe/‘
Asince 1958, '
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Trade between the European Community énd the members of C.4
has amounted in 1965 to abbut B‘billiqn dollars, an increase of
over the 1958 level.

‘ This trendftowafds rapid expansion was further accentuated in
1966, In the first 9 months of 1966 the increase over the same
-period'in 1965 has been 18%, while it was 16% in 1965 in relation to
1964, |

The expansion of trade withvthe East has been more rapid than the
expansion of the total foreign trade of the Community. Total foreign
trade increased in 1966 by only 9%, the same as in thé previous year.

This performance compares with the development~o£ trade between
Great Britain and Eastern Europe. This amounted in 1965 to 940 million
dollars, an increase of 126% over the 1958 level. Naturally, in
absolute terms the volume of trade between the Community and Eastern

Europe is three times greater.
‘There are also other differences.

The Community is more or less in balancé in her trade with the
East, while the United Kingdom is heavily in deficit,liﬁports having
just about the double of British exports in 1965, o

‘.anQOn, as a world market for raw materials, and Sterling as an
international currency, are obviously attractive for Eastern countries
desirous of earning Sterling for their purchases in the Sterling area
and in the West. ' | -

There is also' a different distributicn of trades - The Soviet
Union and Poland represented in 1965'71%fof.Britainfs total trade with
Eastern Europe while for the Community these two countries represented

48%.

o

~ The trend is‘however towards a more even distribution of the .
United Kingdom's trade with the Eastern countries, a further indication 1kf

of a more autonomous development of the various national economies in
the East.
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‘ Thle belng sgid, trade Wlth Eastern countries etill represents
only a,minor fraction of the total trade of the Oommgnity: the
percentage in_the“last\iive'years,has been hetWeen 5.30 and,5.50.
Trade with the West has been more important for the Eest. ‘In 1964
~trade with the Community constituted 6% of the total trade of the
Sovlet Union and 12% of the. totak trade of Hungary.~, By and large
however, trade with the West is still - percentage wise = of marginal'
importance for the Eastern countries.

~ In strictly economic and commercial terms, Western trade with the
- Bast is subject to the availability in the East of means of payment
for their\purohases'in the West.

" Now the Eastern countries have seen their tradltional role as
suppliers to the West for certain essentlal raw materials and basic
goods substantially reduced.

This is true for grains, meat endicattle, because of successive
bad harvests, poor‘productive‘organizetion,,increeeed internal

- consumption, and rapid expansion of the production in Western Burope,
in. particular in the Communlty, and of the interpenetration of the
Six Markets.‘ : S e

EAY

It is equally true for coal, whlch must now. compete on Western
markets more and’ more w1th 0il and natural gas and cheap American
coal, while Western demand for 011, timber- and certain metals tendsto
remain stable, = ' ' '

§ Thus a development of trade with the East is cond;tional on an

‘ effort by the Eastern countries to improve their productivity in
agrieulture and- to develop the industrial production in order to ‘
compete with the hlghly sophlstlcated products which the West is now
- accustomed tos: and also to adopt modern methods: of marketins.

. 7 There are 1ndicatione that thls can be done, The establishment
: by the Gommunlty of a common agricultural ‘policy is not- having
negative effecte en the export ‘trade of our Eastern neighbours.

':f Whenever goods havé been offered at falr prices and in competitive

Sy . - . . s R
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conditions of quality, trade bhas flourished. Thus Polish expor
of pork to the Community went up in 1963-64 from 9 to 14 million
dollars and other Eastern cquntries likewise improved their posi

Poland has also improved her position as an exporter of meat.

On the industrial plane, chemical imports from the East in 1964
went up 20% and imports of machinery and transport equipment 19% over

the previous years

‘By and large however, trade tends to develop more rapidly between
countries having reached a comparable state of economic development.
This is why the total foreign trade of the Community is conducted in ‘
large part with the otherhighly industrialized areas of the world.

The development of trade with the East is conditional therefore
in the short term on a liberal import‘policy of the West on a |
reasonably liberal Western credit pelicy in support of exports, in
particular capital goods, and in the long run on ﬁhe willingness and
capabilityydf,the Eastern economies to attract Western demand to the

extent necessary to balance Eastern demands for Western goods.

Let us now have a look at the trend in Wéstern,import,and‘credit

policies toward the East. ‘ =

 Great Britain was one of the first countries in the West to engage
in a policy of active promotion of trade with the East.  She
concluded in 1959, while the cold war was still on, a five year
agreement with Soviet Russia, according to which the open general
licence system, which is equivalent to the liberalization of imports,
was extended to Russian goods. Similar agreements were concluded

with other European countries and have since been renewed.

Within the Community there have been recently a series of very

important developments.

France has abolished import restrictions on 817 positions out of
the 1097 positions of the common external tariff in regard to all
Eastern countries, with the exception of the Soviet'occupied zone in
Germany.. Germany has liberated 650 positions for imports from

- e
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. Poland, Roumania, Czeghbsloyekia andiHuugary, " Thezﬁeuelux countries
have practically liberated 1024 ‘positions - that is almost -the whole
lot « for imports from all’ Eastern eountries. Italy hae remained
Vmoreeconservative. only 200 p081tions heave- been llberated for imports
froﬁ+ell‘Eaeterh»countr;es'w1th the exception of the zone, while 150
'addifionel pdsitioueyhate.heen liberated for imports from certain
Eastern eeuutries’only.‘

 Whenever trade remains subject to import restrictions, it is
”iregulated within the framework of bilateral ‘agreements.  There are
some 4O bilateral agreements in existence between the Six countries
| ‘of the Communxty and the. Eastern countries._

Bes;des. because of the d1fficu1tiee, to which I shall come later,
arlslng from trading with State tradlng countries, certain safeguards
 aré necesaary when import restrictlons‘are abolished,

~The trend in current Western import policles from the East is

- thus towards more and more 11berallsm, but there are considerable
differences between the Western countrles - even within the Community «
both as concerns: the extent of the liberalization and the nature of

the safeguard process. . -

v

To complets the picture, I should add that an East-West trade
relations Act*hés‘been pending before Congress since May 1966 which,
if approved, would .empower the President of the United States to applye
under certaln eoudltiens and thhin gertain limits - the most favoured
'_natlon clause for tariff reductions to Bastern European countries other
'ifthan !ugoslaviaeandype}and, for_wh;ch the authority elready exists,

Finally, the list ©f goods for which export to the East is
prohibited for defence reasons has been considerably reduced. It is’
'aigniflcant ‘that the United States hes. recently declded to supply

' Boumania with an atomlc reactor.

A’ concerns Western. export. credit policy, there have also been
;‘important developments, and here. too, Great Britain has played a leadingii

’ role. e

. - - DR . s




There exists smnce 1934 an 1nstitutlon usually referred to
- Berne Club, establlshed with a view to harmonizing the export cr
policies of its members, and thus preventlng them from engaging i
mutually ruinous competition for gaining foreign outlets. In 1962
the Club expressed itself in favour of a rule according to which the
member governments would abstain from extending their guarantee to
export credits granted to Eastern countries exceeding five years:
any member wishing to exceed this time limit was to engage in previous
.consultations with the Club. The Six members of the Community, all
members of the Club, adopted this rule insofar as they were concerned.
Great Britain refused however to accept any limitation to her
discretionary power for deciding the terms under which trade would be
promoted in any direction: and strongly objected to any discrimination
between importing countries, whether Eastern or not. ° Accordingly,

the United Kingdom has recently granted guaranteed export credits

to Eastern countries up to 12 and even 15 years.

The Berne rule having been broken, it was inevitable that other

Western countries would follow suit.

Actually, the United States itself has granted credits for large
supplies of grains to Soviet Russia, and the atdmic reactor deal with

Roumania was also on favourable credit termss

Very recently there have been a series of important decisions
taken by'GOVernments and industries in,the_Community,, FIAT has agreed
to supply Soviet Russia with an automobile factory worth some 300
million dollars under state guaranteed export credits up to 8 and a
half years. The time limit is to start from the date at which the
factory beging functipning.

Renault has made a similarx agreement with Soviet Russia, although
for a more limited amount, for the supply of machlnery requlred for the %

rationallzation of existing automobile factories. ) : &

Qlivetti General Electric has concluded a basie agreement with the
Soviet States organization for the co-ordination of imports in the
Soviet Union of industrial equlpment. In the framework of this agree-
ment and on credit terms yet to be dlscussed, electronic equipment and
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nd equipment for the installation of factor;es of computers and _fi
“’styplng machines will be supplled for a sum of some 65 million dollars.;

5 -

Necechi is planning to aupyly equipment for a ahlrt factory in
Roumania. C

.Similar agreements are being contempléted by West German firms
. or by German and French firms in joint ventures,

t ,Agéin wé'ﬁuSt conclude that Western policy on export credits is
_ becoming more and more open; individual attitudes however are fairly
different from country to country.

= III =

These differences of attltude 1ead me to the thlrd section of my
~ lecture: .in which I shall discuss certalnnuwhnlcal difficulties whi@h
arise in connection with trade between coyntries with different
etonomic systems. : —

These difficulties can become very serious in thie case of free
 economy countries bound together in a common market such as the
members of the Buropean Community.

* The origin of the problem is that prices in free economies and inG
state managed economies are not formed in the same way and do not mean'
' the same thing. In free economies, prices are the result of the freav
competition between produders, and of the cost of the factors of
' production. - In astate directed economies, prices are fixed by the
State authorities, accordimg to the conveniences of their overall
pelicies, and this applies both to the products and to the factors ef
production.-~ Thus goods offered by. State trading countries for export
can be priced irrespective of their cost: but there is actually, in ff
State managed economies, no real internal prices~with:which export .

rices can be eompared 8o that dumping practlces can be detected.

‘Western. countries abide b!the rules of GATT. inter alia the
E rnles agreed within GATT for. cognteracting suoh‘practices. But these

\ -
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rules are designed to apply to free economy countries where price
formed as a result of the natural forces of the market. These ru
are therefore of no avail in regard to trade with the East: and,
wise, tariff protection, calculated to maintain a reasonable balance

. between industrialized and developed free econcmy countries, has

.A, s

little meaning in trade with the Bast.

Thus the Western coﬁntries, including of course the members of  (
the European Community, have had to resort to special measures for
- protecting themselves, whenever imports were free, and even when imports -
were subject to quotas, from the risk that Eastern coﬁntries might
offer goods at prices with which their own producers couid not possibly

compéte.

In general, Western countries have reserved for ‘themselves the
right immediately to re-establish quantitative restrictions on any
product, or to stop imports altogether, whenever the prices at which
goods were imported entails serious risks of disruptién for their own
prodﬁction. There are however Western countries whose attitude is
more ‘lenient, and who by and large have not gone further than the GATT

rules.

As I have said, these differences entail a serious risk for the

common market,

On the 1st of July 1968 the customs union of the Six members of
the Community will be completed. = This mecans that by that date almost
all industrial and'aéricultural‘goods shall circulate within the
Communitvaithout customs duties or levies or quota restrictions.

This free circulation will apply not only to goods produced in the
Community, but also to'goods~imported'into any member country of the
Community from the outside, on the condition that the duty provided by
the common external'tariff,‘or the levy prescribed by the regulations

of the common agricultural policy will have been paid. ¥

The Treaty of Rome does prescribe that the member countries
harmonize their commercial policy: that is their import policy from
third countries, their poliey on~$éfeguardsvagainst dﬁmping, and their
export credit policy. This obligation however does not apply, 55

i



- 151;’

eccordiﬁg,toethe'Treatj,-untii'the*ehd of the transitional period, :

k%hetlie“uncil the end of '69. Thus a potential conflict has arisen |
| between the capld establishment of the Common Merkat, ‘which will come  §
inta existence oné and a half years in advance of" the achedule. fore-

seen by the Treaty, and the freedom of actlon which member countries

have retained in their commercial policy.

The Tre&ty does contain riles according to whlch any member
- country can protect itself against decisicns of commercial policy
'teken by another member country which may have harmful effects on its
' own éaiket.;' Thi's means that in certain cases one country can re-
esfablish'impoit restrictions tcwards other member countries.

- Take for instance the recent measures of liberalizatien adopted
by the member countriee. France, although very generous, has ex-
cluded from liberalization of imports from the East most of its

agricultural and textile products. The" Germans have liberalized in
particular the chemlcal, méchanical and electro«technical sectors.
' Italy has 11bera1ized in practice only 1mporta of raW'materials of

essential importance for her economy.

, The reason for these dlfferences is evident. Bach country in
the Communlty has Btlll her own problems and interests. The Six
have not reached yet. the stage of an economic union.. Thus Germany, ’
. for instance, may be interested in opening her market to imports from
- the East of certain equipment which Italy may on the contrary wish |
toﬂmaintainvreetricted. As'Germany is'free{ fc:'the time being, to
" make her own commercial policy decisions, Italy must be free under
certain conditions to restrict imports from Germanyiof’these Eastern
... 'Boods even if thej@uties bave been paid. ' |

v Anybody can see that it member countriées were to adopt _
-!roquentlycmeaanrea of this kind in order to protect themselves from
. the .commercial pOlle of one another, the very foundation of the

Common Market would be shaken.

R The aame reasoning applies when (liberalization belng ‘at the same
.,c-level) safeguards are different and are eppl:ed with different '
severity by the various member countries. '
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In regard to export credit pollcy, it is qulte evident that if
member countries were to align themselves indlscriminately on the ‘\Nf
most generous Western country, the result would be a progressive - F
, Geterioration of the conditions under which the Communlty could secuip ;fi

outlets for her exports. An excessive liberalism and lack of harmoni:””*¢“kf

zation would weaken the overall bargaining‘position of the Community.

This being said it must be recognized that, while there have been
cases in which Eastern goods have been imported in Western countries
at abnormally low prices, Eastern export prices have heen reéently, as
a rule, at a reasonable level. As a resﬁlt, safeguard measures have
‘been applied fairly seldom. This is perhaps the result of the fact
that our Eastern neighbours are introdﬁcihg the notion of profit and
productivity in their economic planning, and that they want to secure

a durable access on the Western markets.

Still, as long as the Eastern ecoﬁomies shall be subject to State
dlrectlon, there shall remain a problem of adequate safeguards and
therefore a problem of harmonization of commercial pollcy of the

. Community countries,
- IV -

Let us now have a glimpse at the future.

The European Community believes in the development of inter-
national trade in any direction. She must however secure the
stability of the Common Markét, and achieve the economic union of its

members.

Thus, the Community ought as a matter of priority to establish a

common commercial policy.

. The Eastern countries ought to recognize this necessity and
renounce their political objections to negotiating with the Community

o

as a unit.

' The rapid development of trade between the Community and Eastern
Eurqpe since 1958 indicates that there is a potential convergence of -
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' economic end commercial interests on both sidés.’

' This is not surprising becauge the Eastern European countries have
reached a relatively high level of industrial dovelopment and the
'Community has emerged as a most powerful economic entity, - she is the
’first importer and the second exporter in the world,

"' Because trade with the Bast is still otonorgina;iimportance to
"~ both sides, there seems to bé ample margin for further development:
 thus efforts both by the Community and the East to find adequate

' solutzons to the technical problems I have mentioned, would be worth
while. ‘ ‘ ' ' LR

. Preliminary'steps‘have*beop taken.in,this ditecﬁion.~' A procedure
of consultation has been set up by the'Six eoncerning negotiations
by any member country of a commercial agreement with a third country.
r‘This procedure has helped éreating among the Six the consciousness
that thelr commercial and economic ‘relations with third countries are
| a matter of concern ‘for all. -

. _ But the time has come to take bolder steps, Member countries
"should decide to harmonize their national commercial policies with a

view to:estabiishiﬁg a common level of liberalization of imports, to

setting up identzoal safeguard measures and to defining reasonablo
port credit terms. ' : P

- The commoy - -level of 1iberalizationwshould be set aa high as

- possible, account being taken of :the special. situation of every single

member country. Whenever imports could not be: liberalized, member
countrles should agree on 1mport quotas for the Community taken as a
. ﬁhit° , , N

As negardsfexportfcredit,policiea, ajprooedureJof,consu;tation
~between member otuntries has been equally.get up. .- The next step
should be the adoption of a ¢ommon .attitude. The Community should
consider this question from the point of view of the best use of its
available resources, and the call on these resources by internal
‘demand, and by the need of providing asgsistance to the developing
countries throushout the world. o RPN
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Finally as ggnqerns safeguards against economic and market dis-
ruption, the Community should adopt common measures intended in the

‘first plan to discourage abmormal practices by Eastern exporters, and
‘adequate; to afford the required protection.

The conclusive step should take the form of;ag}ee&énts concluded
by the Community - and not any more by its individual members - with
the various Basternm countries, within an international framework such

" as GATT, if these countries were to become members of the institution,

on the bilateral plan

The Eastern countries seem in general to be more responsive to

these regquirements than could be expected from them a few years ago.

.The easing of the tension between East and West makes it possible.
- Naturally the situation varies from country to country.

- Thus Poland and CzeéhosiOVakia take part in the Kennédy‘Round

‘where the Community negotiétas &8s a unit: Poland has also

established technical contacts with the Community and has become a
member of GATT., Hungary has been agreed in GATT as an observer.

- The decisiéﬁ'hy Roumania to establish diplomatic relations with

the Federal Republic is a new very important deveiopment’in the
- direction of the return to normal conditions in the relationship with

Eastern Europe, notwithstanding the lack to date of a solution of the
problem of the division of Germany. It ié'impossible to assess as yet
the implications of this decision: but it certainly seems to be a
decision in the right direction from both Governments concerned.

Thus 1967 offers good reasons for hope. The hope‘will be the

more justified if the European Community will continue in the months

and years to come to complete its own achievement in every sense, and
if other Western nations will join the Community with a view to sharing
its obligationa, its opportunities, and its ideals of democratic

‘freedom and of peaceful progress.

»
B
nL
i
2
B 4
¥
)
it
1.
’\
$



