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pote bs the Chaimaan of the Sub-Committee 
on Soviet Economic Policy 

1. The 8ub4ommittee on Soviet lbonomic Policy hne 
prepared the attached report on the  baeis of o f f i c i a l  documcnte 
on the fulfilment o r  the 1962 ecanomic plans, the ~conornic plans 
f o r  1963, the various f i v e  t o  seven year plans and on additional 
information obtained from delegatione. 

2. T h i s  repor t  i a  the first t o  deal with cconomic dovclop- 
m a t s  in the European s a t e l l i t e  countries. The Sub+ommlttec 
has decided t o  submit this docwntmt t o  the Comrmitteo of 
Advisers in oracr t o  co "pb$ ent i t 8  reports  on the Soviet Union. 
and on Continental C h l M  ao ru t o  deal 
mmte i n  the vsrious CormPuniet countries. 

(signed) A. 
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Introduction 

1. The s e v d  European satellites - bbanis, Bulgaria 
Czechoslovakia, the Soviet 2- of' Occupation at Qermany, (lj 
Hungary, poiand and Nbania - have a total populetion of just 
about 100 milllon, end cover an area of 1 million square kilcmeters 
(approxi~uately 0.4 million square miles). They include h iefily 
industrialised countries, such as the Swiet Zonc of Occupntion 
of Oermnny and Cztxhoelovakia, industrial-agricultural countr its , 
such aa Poland and Hungary, ond more agrarian countries, such as 
R~IlmFmia, Bulgaria Ecnd Albania, 

2. The economies of the leading Industrial countrics - 
Soviet Zonc of Occupation of Germany and Czechoslovakia - are 
thoso most closely tied t o  the Soviet economy, They are also 
among the most dogmatic as far as economic organization, 
especially collcctivisation, is concerned. Poland is cmsidcrcd 
to be th e  most "libarel lM@ or undogmatic, being thc only country 
of the group where the vast majority of the land is  now owned by 
private farmers , and where certain import~nt export irdustrics 
aru given more freedom of action. This lost  feature appl ies  a l s o  
to a lesser extent to Hungary and Bulgaria. Rowamin, having 
received less Sovie t  aiB and credits than the other countrics 
(with the exception of c zochotllovakia) and being well-provibcd 
with raw mnterials, plays a rather independent role in C O M E O N ,  
though it i s  one of the more rigidly orgmized countrics. 
1Jbania is vew much t o  tho let of' the rest and, having turned 
Maoist, was deprived of all ald and credits in 1961, end no 
longer participatrje in COMBCON activities. 

planning 

3. The most aclvmced industrial countrics of the 
Cormnunist world, the Soviet Zone of Occupation of Germany and 
Czuchoslovakia, worc those which have had tha greatcat 
dif'ficulties in fulfilling their plane for 1962. Both countriee 
had to abandon their plan8 (the Seven-Year Plan,  1959/1965, f 3r 
thu Sovict Zonc of Occupation of! Qurmany, the Five-Year Plm, 
1961/1965, for ~zechoslovakia) and w i l l  s ta r t  new Scvcn-Ycnr 
P l m s  in 1964, thus intcrrupting CO?.GSON synchronisn t ion, 
according to which all current plans should have ended in 1965. 
Cont Lnuing f ailurus and unsatisfactory perf ilrmmcc have f u r c t d  
rigimc planners t o  undertak~ a marc roolistic assossmcnt of t l d r  
uconomies; as a rcsult, w i t h  the possible excuption 4' planning 
In ngriculturc 1963 y i m ~  appear morc rtnlistic th u, thofic ~f 
t h ~  past scvcral years. -_- 
'(i)uuso of thu word l t c~untryw with ~ ~ s p ~ c t  t o  t h ~  S O V ~ L ~  

Zorzl: of Occupntion of Garmany docs not iqAy a n t  thc: 
Soviut Zdne of Occupstton is considered an indcpendcnt 
state l i k e  the o t h w  s a t e l l i t e s  of the USSR. 
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Net material product 

4. For the European s a t e l l i t e s ,  1962 was a rather bad y ~ n r ' .  
N o w  of them was ablt; t o  rcach Its target for net material product ,  
with vi r tua l ly  no increase f o r  C~eahoslovakia~ one al' 2 , s  only 
for Poland, approximately 3% for the Soviet Zone of Occupation of 
Wrmmy, 5% for Hungcry, for Bulgmia, 75 ior Romania and 
for Nbania, Tho average f o r  Eastern Europe as a wholo was 
probably about 3j,  as against 6$ in both 1960 and 1961, 

5 .  The 1962 Industr ial  targrtta appear t o  b v e  been ncarly 
reached, or even cxcoeded, in all European satellite countries, 
with increases from (5oviet Zone of Occupation of Wrmnny and 
~zcchoslovakia) ,  BI"J t o  g$ (Poland and ~ungary) to 11% (~ulgnria). 
With m increase of 14.7$, Roumania remained thc country with thd 
highcst r a t c  of increase i n  industr ial  production within the 
Soviot bloc. In a l l  countries however them occurred a furthw 
decoloration in sates of growth, 

6.  Industr ial  output targets  reached, or planned, i n  t h e  
clif Ferent countries reflect the nen COMlEON d i o i  sion of lab o u r  
policy which w i l l  8003~ result in structural changes of the 
oconomit;~. The main stress seems t o  be put on an Increase in  
chemical products, especially p la s t i c s  and f e r t i l i s e r s ,  of which 
the Soviot Zone of Occupation of Germany is the largest producer, 
but groat progross has a180 been made in  t h i s  sector by 
Czechoslovakia and Hungary, Bor engineering products and equipment, 
Czochoslovakia and tho Sov lo t  Zone of Occupation of Germany are 
the main suppliers, with Poland specialising i n  chemical machinery 
and plant,  t ractors,  buses and ships, Bulgaria in electric cquip- 
mcnt md lathos, Hungary ia the main exporter of aluminium, 
Romania sccms t o  be developing more o r  less independently an 
important pc tro-chemical industry and engineering. 

7. Agricult&al productlcm has been poor in  a l l  countries 
of the  region, In Czechoslovakia crops as well ae livestock 
declined, and in Poland the crops fe l l  far short of the 
exceptionally good results 01 1961, but livestock part ly made UP 
for . the l o s s ,  The only  increasse in overall output were report& 
from Bulgaria and Nbania, 

8. since the col lec t iv i sa t  im e i v e  started, agricultural 
results have been highly unsatisfactory. Ils a consequence, 
several countries of t h i s  area - Hungmy, Czechoslovaki~t and 
Bulgaria - introduced in 1962 incentives for  livestock breeding on 
thu private plots  l e f t  to the collective Farmers, pension schcmcs 

1 

o? mi11 l m u m  wage guarantees, Investments in agriculture will be 
intcn;if iod in 1963, especially i n  Czechos lov~ ia  and Poland a t  
the expense of industr ial  output targets provided for in the  
original Fivc-Yenr Plans. M i & m t m q e m e n t  of the collective and 



5 s t a t e  farms, unreal is t ic  production targets,  inadequate mechanisn- 
v tion, low morale and lack of in t e res t  emong the pcasante have mado 

3 farming the gravest problem In all s a t e l l i t e  countries, 

w 
5 Fore- trade 
e( 
w 9. Unlike the Soviet Union, whera foreign tradc is  

estimated t o  
#!!I! 

a s M o  of not more than 5$ of GNP, all tht; ' Europem .s& ites are dependent on it t o  a large extent. 
ThougkpQ nature of' the price system makes a cornperison 

0 wemely difficult, I t  can be estimated that the s h ~ r c  of @reign trade in the satellites' CUP ranges from under 15% see (~oumania) t o  clocle om 3m (~ungary) . 
10. A l l  the s a t e l l i t e  countries depend on Soviet del iveries 

of raw materials, such as iron ore, crude oil, non-ferrous mctals, 
ctc, ,  but have t o  turn t o  the West for modern equipment required 
under the i r  ambitious industr ial isat ion programmes, and a l s o  f o r  
foodstuffs, when these are in short supply. They depend on the 
Soviet Union f o r  aid md credits ,  of which Poland has been the 
largest  recipient, followed by the Soviet Zone of Occupation of 
Germany, Bulgaria, Hungary and Albania, whereas cornpara i c l y  t u l i t t l e  has been provideil t o  Roumania and Czcchoslovakia 1 . 

11. The share of the Soviet Union i n  the foreign trade of  
the satellites varies significantly: around 5* i n  the case of  
Bulgaria and the $oviet Zone of  Occupation of  Gt~many (which, in 
turn, is by far the l a r g e s t  trade partner of thc Soviet ~ n i o r , ) ,  
approximately 35%' in  the case of Hungary, Roumania and 
Czcchoslovakia, md 2% in  the case of Polmd. Thc share of the 
Sovict Union in Albania's Foreign tradc (504'3 t o  6C)S3) was takm 
over by Communist China, which accounted f o r  no less than 5% 
i n  1962. 

12. AS t o  the share of' trade with u c n p i t d i s t l l  countries 
(see Annex, Table 6)  the l is t  of  s a t e l l i t 0  countrics i s  hefidcd 
by Poland (37$), closely followed by Roummia; Hungary, 
Czechoslovakia md the Sovict Zone of  Occupation of mlrnany c u m  
a t  a greater  distance; Bulgeria and Albania art. a t  the end with 
only 15% and lw, respectively. Roumania has la te ly  bccn the most 
dynamic In doveloping hcr forcign tradc with Pr'estorn countrics, 
whereas GomGka recently expressed concern a t  the large shnrc af  
the l f c ~ p i t a l i s t s l '  i n  Poland's foreign tradc, Nearly half of 
Czcchcslovakia's trade with the Wcst i s  accountcd f o r  by trade 
with developing countr ies  (ovtr 15% of  thc t o t n l ) .  

(1) "Aidw in S o v i c t  t~rrninology includes such things as the 
cancellation of rcparations, the transfer of Sovict s h n r u s  
in joint companies, the r e s t i tu t i an  of o r m d s h i p  of f crmcr 
cncmy assets ,  the reduction of contributions towards  tho 
rncintunance o f  Sovict troops i n  former enemy c o m t r i e s  such 
as t h ~  S o v i o t  Zone of Occupation of Germany, HunwW a d  
Roumania, ns wcll as t ~ c h n i c a l  assistance, c o r n i ~ ~ r c i n l  and 
inv~stment c r d i t s ,  


