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E A S T - W E S T  T R A D E  

The Political Aspect Veils Economic Differences 
by Prof Dr Andreas PredShl, The German Overseas Institute, Hamburg 

E ast-West Trade is an eminently political affair, 
consisting of all commerce between the Western 

world and the Communist or communist-dominated 
countries. There are two opposed attitudes towards 
East-West Trade: in the one camp, such trade is ap- 
proved of because of its economic advantages, no 
matter what its political implications might be, and 
some people even consider it possible that trading 
might lead to favourable political weather changes; 
the other group is dead against this trade believing it 
to be politically objectionable as a form of support 
for Communism, and at the most, only a real political 
=quid-pro-quo" could make such trading permissible. 
But the question grows much more complex when 
we discover that the single political notion of East- 
West-Trade covers a number of vastly different eco- 
nomic facts. 

Trading With China 

Trade with the People's Republic of China shows all 
the characteristics of trading with developing coun- 
tries. Unless China keeps on trading with the out- 
side world, its development would be much frustrated. 
China's problems are not greatly different from those 
of the first stages of industrialisation in Russia. As 
was the case in Russia, Chinese industrialisation, 
though not starting from absolute zero, has to rise 
from a comparatively low level--from that of Man- 
churian heavy industry built up by the Japanese, 
as the Soviets had to use the basis handed on to them 
by Tsarism. And, in the same way as the Soviet econ- 
omy, during the period of the first Five-Year Plan, ex- 
ported large quantities of cheap raw materials, in- 
cluding grain, crude oil, and timber, in order to pay 
for foreign machinery and skilled labour, so the Chi- 
nese need exchanges with the outside world. Whether 
China could make do with trading with the Soviets 
only, if all trade links with the West would be cut 
off, seems highly doubtful, especially in view of the 
political tension between Peking and Moscow. Thus, 
the Western world might be in a position to place 
obstacles in the path of China's development. But the 
West will not be able to prevent Japan from increas- 
ing its trade with China, after initially being almost 
completely cut off from the Asian continent. This 
goes to show that political objections carry but little 
weight. 

Smaller countries will not be able to build their own 
industries without foreign credit, or their industrial 
development will be extremely slow. Larger coun- 

tries, on the other hand, suffer only a moderate 
slowdown if they are compelled to squeeze the re- 
quired quota of savings from the pockets of their own 

population. The Soviets have never been granted long- 
term credits beyond the repeatedly prolonged "Rus- 

sian Bills of Exchange", and their entire industrial 

development has consequently been financed by ex- 
ploiting the Soviet peasants. And yet, the Soviet 
Union managed to produce approximately 18 million 
tons of crude steel at the termination of the second 
Five-Year Plan, three times more than Japan managed 
to attain during a development period of forty years. 

This means that it is highly questionable whether the 
application of credit restrictions achieves anything 

important. Giant nations like the Soviet Union or the 
Chinese People's Republic can make use of such im- 
mense resources that they are able to make progress 

under their own steam, once they have reached tak- 
ing-off point in opening up the first product.ion de- 
tours implied by industrialisation. 

Economic exchanges with China are likely to be of a 

similar big advantage to the main industrialised areas 
as were earlier exchanges with the Soviet Union. Dur- 
ing the big depression of 1930/31, German engineer- 
ing exports had been almost the only support re- 
maining for German industry. But it is not even nec- 
essary to point to such extreme examples as the world 
economic slump. Any extension of the worldwide 
circulation of goods and services redounds to the eco- 
nomic advantage of the industrialised focal areas. 

This was already true during the epoch of classical 
liberalism, when the world's economy expanded, and 
it remains true during the evolution of so-called 
developing countries. Development a~d is much more 
than a purely humanitarian act. On the other hand, 
that economic development will transform China into 
a world power of enormous potentialities, in contrast 
to the more modest changes in smaller developing 
countries, cannot be denied. But would it be possible 
to prevent such developments by ~mposing a trade 
embargo? 
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Trading with the Soviet Union 

Indulg ing  in "Eas t -West"  Trade  wi th  the  Sovie t  Un ion  
is, however ,  a comple te ly  different  ke t t l e  of fish. Side 
b y  side wi th  the  A m e r i c a n  and  the  European  economic  
power  cent res  of the  world,  t he  Sovie t  Un ion  has  be-  
come the  .third g ian t  agg lomera t ion  of world  produc-  
tion. W h e n  these  huge  indus t r ia l  a reas  exchange  goods 
and  se rv ices  mutual ly ,  it acts  as one  of the  most  
powerfu l  p r ime  mover s  of wor ld  economy.  But the  
p l a n n e d  economy  of the  Soviets  is the  ma in  obs tac le  
aga ins t  this  exchange  be ing  as vo luminous  b e t w e e n  
the  Sovie t  Un ion  and  the  res t  of the  wor ld  as b e t w e e n  
Europe and Nor th  America .  There  are a p p a r e n t l y  
g rea t  diff icul t ies  in m a k i n g  b i la te ra l  fore ign t rade  
grow at  a s imilar  ra te  as mul t i l a te ra l  t rade  grows in 
the  W e s t e r n  world.  Inc reased  exchanges  wi th  the  
Sovie t  Union  would  be  to the  g rea t  a d v a n t a g e  of all 
the  count r ies  of the  world.  Poli t ical  ob jec t ions  aga ins t  
such trade,  which might  still  h a v e  some va l id i ty  in 
r e l a t ion  to China,  a re  losing all subs t ance  in this  
case. Gian t  and  fu l ly -deve loped  na t iona l  economies  
h a v e  such la rge  scope  for bui ld ing  up the i r  suppl ies  
from the i r  own  sources  tha t  the  losses which t hey  
suffer from defec t ive  i n t e r d e p e n d e n c e  wi th  the  econ- 
omy of the  free wor ld  do not  m a k e  a g rea t  difference,  
e v e n  in case  of a b i l a te ra l  form of fore ign trade.  

It  is no  va l id  ob jec t ion  to say  tha t  a r m a m e n t  suppl ies  
should,  a t  least ,  be  hand l ed  much more  caut ious ly :  
this  will  r emind  us on ly  of the  wre tched s tee l  pipe 
embargo.  The re  is, in fact, no va l id  difference b e t w e e n  
peaceful  and  war l ike  exports .  In to ta l  war ,  all  goods 
a re  essen t ia l  for wag ing  war,  especia l ly ,  e.g., the  prod-  
ucts  of peacefu l  farming.  At  any  rate,  e v e r y t h i n g  
that  is p roduced  for peaceful  purposes  m a y  be  t rans-  
formed into some type  of defence  product ion,  in  the  
same way  as any  peaceful  worke r  can  be  conscr ip ted  
as a soldier.  R e a r m a m e n t  can n e v e r  be p r e v e n t e d  or 
h~ndered b y  t r ade  embargoes .  To imagine  tha t  it might  
be  poss ible  or e v e n  m a n d a t o r y  to exchange  on ly  goods 
tha t  will n e v e r  p l ay  a pa r t  in a n y  w a r  is comple te  
self-decept ion.  W e  do no t  wan t  to expose  ourse lves  
to an  adve r se  ve rd ic t  of pol i t ical  sc ient is ts  w ho  deny  
tha t  inc reas ing  economic  exchanges  are l iab le  to 
d a m p e n  down  pol i t ica l  an t agon i sm or  migh t  e v e n  
level  d o w n  the  di f ferences  b e t w e e n  con t r a s t ing  po- 
l i t ical  sys tems.  There  is, on  the  o ther  hand,  no deny ing  
t ha t  e c o n o m i c  sys tems do converge ,  and  tha t  
the i r  ass imi la t ion  is be ing  p romoted  b y  economic  
exchanges  can  h a r d l y  be  gain-said.  

The Counlrles of Eastern Europe 

Even more  powerfu l  is the  economic  a r g u m e n t  in 

f avour  of bu i ld ing  up  la rger  exchanges  wi th  the  so- 

ca l led  sa te l l i te  s ta tes  of Eas tern  Europe, which con- 

s t i tu te  the  th i rd  a rea  of Eas t -West  Trade.  Before they  
b e c a m e  communis t ,  t hese  count r ies  had  a lways  been  
marg ina l  a reas  of the  European  indus t r ia l  power  

centre .  By far the  l a rges t  par t  of the i r  impor ts  came 
from, and  expor t s  wen t  to, the  indus t r ia l  nuc le i  of 

Cent ra l  Europe, espec ia l ly  Germany .  All  economic  
ra t iona l i ty  has  b e e n  v io l a t ed  w h e n  t hey  we re  art i-  
f icial ly t ied to the  economic  power  cen t re  of t he  
Soviets .  The  opera t ion  has  b e e n  less ha rmfu l  to the  
indus t r ia l  nuc leus  of Europe t h a n  to the  marg ina l  
coun t r i es  themselves ,  because  a cen t re  can  more  
eas i ly  grow a new  p e r i p h e r y  t h a n  a p e r i p h e r y  can  
f ind a new centre .  O v e r l a n d  d i s tances  b e t w e e n  t he  
sa te l l i t e  count r ies  and the  ma in  East European  
cen t res  are so difficult  to o v e r c o m e  tha t  mos t  of 
these  marg ina l  count r ies  h a v e  b e e n  compel led  to 
deve lop  subs id iary ,  marg ina l  indus t r ia l  centres .  But  
these  are  no t  s t rong  enough,  and  t h e y  a re  sub jec t  to 
s t rong  and  unchangeab le  economic  forces of a t t rac-  
t ion po in t ing  westward.  

It is the re fore  not  su rpr i s ing  tha t  t he se  coun t r i es  of the  
Eas te rn  borders  make  consp icuous  efforts  to e s t ab l i sh  
economic  ties wi th  Europe again.  To ca r ry  on  "East- 
Wes t  Trade"  wi th  these  coun t r i es  c a n n o t  poss ib ly  do 
a n y  h a r m  p o l i t i c a l i y - - o n  the  cont ra ry ,  such t r ade  is 
po l i t i ca l ly  h igh ly  desi rable .  But we  shou ld  avo id  also 
in the  case  of these  count r ies  any  form of d e l u s i o n - -  
abou t  chances  for changing  the  pol i t ica l  a t t i tude  of 
these  count r ies  by  us ing  our  economic  l inks  w i t h  
them. Perhaps ,  the re  may  e v e n  be  some s l ight  change  
Irom this source,  bu t  this  c a n n o t  b e  our  aim. In t he  
bes t  in t e res t  of these  count r ies  and  of the  cen t ra l  area,  
e v e r y t h i n g  should  be  done  to r e t u r n  to the  same type  
of h igh -vo lume  exchange  which l inks  marg ina l  coun-  
tries to the i r  indus t r ia l  cen t res  all ove r  the  world.  
In this  case, too, b i la tera l i sm,  as an  i n s t rumen t  of 
p l a n n e d  economy,  p resen t s  an  obstacle .  However ,  it 
ough t  to be  poss ib le  to ove rcome  ju s t  this  obs tac le  
to a ce r t a in  degree,  pa r t i cu la r ly  in r ega rd  to the  
Eas te rn  sa te l l i te  countr ies .  

East Germany-A Special Problem 

How East  G e r m a n y  should  b e  dea l t  w i th  is a specia l  
problem.  Ne i t he r  is East  G e r m a n y  a marg ina l  area,  
no r  is W e s t e r n  G e r m a n y  a subs id i a ry  indus t r ia l  nucle-  
us, but  East  G e r m a n y  ist  the  Eas te rn  sl ice of the  
indus t r ia l  nuc leus  itself. Pol i t ical  tension,  consequen t -  
ly, b e t w e e n  the  Eas te rn  and  W e s t e r n  par t s  of Ger-  
m a n y  are  much sharper .  W e  da re  not  p red ic t  w h e t h e r  
economic  t ies will be s t rong  e n o u g h  to ove rcome  po- 
l i t ical  obstacles .  Economic forces d e m a n d i n g  big ex- 
changes,  of course,  are  much more  power fu l  in this  case, 
w h e n  it is not  the  ques t ion  of r e la t ions  b e t w e e n  the  
cen t re  and  the  per iphery ,  bu t  pol i t ica l  a n t a g o n i s m  is 
also strong.  East  G e r m a n y  has  reached,  inc identa l ly ,  
s econd  r a n k  among  the  East  European  indus t r ia l  pro-  
ducers,  which is on ly  the  na tu ra l  ou t come  of its po- 
s i t ion  in the  con t inen t a l  pa r t  of the  Eu ropean  in- 
dus t r ia l  power  centre ,  and  it would  thus  m a k e  l i t t le  
sense  for the  W e s t  to d i scourage  economic  exchanges  
for pol i t ica l  reasons.  W h e t h e r  the  economic  forces  
will  h a v e  a pol i t ica l  effect, howeve r ,  is e v e n  more  
ques t ionab le  in  this  field of ~East -West  Trade"  than  
in the  case  of h a v i n g  economic  l inks  wi th  the  Eas te rn  
b o r d e r  countr ies .  
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