
SlJB-COdMITTEE ON SOVIET X G N O M I S  FOLICY 

REXIEW OF,_THH-ECONOMIC SLT&g,LOJ Iïct CZECHOSL0V.JKIA 

Record of the meeting held on 7t&JTovember, 1966 

Note by the Chairman 

Attached is the   f ina l   vers ion  of the  record o f  the  special  
meeting of the Sub-Committee held on 7th Sovember, 1966, on the 
Czechoslovak economy, with the   par t ic ipa t ion  o f  high  off ic ia ls  from 
various member countrieso 

2, This tex t  talres in to  account  the amendments received f rom 
the  delegations  before  the  closing  date o f  1st Januaryo 1967. It 
therefore  incorporates  the  modifications(1)  suggested by the 
United States  Delegation, 

(Signed) 1.. VINCEWT 

OTAN/NATO, 
Paris 9 (16e) a 

71) Tnese modifications concern paragra-ghs 22, 27 and 31, 
L”- ”- 
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SUB-COMMITTEE ON SOVIET ECOXOMIC POLICY " 

" REVIE'iJ OF THE ECONOliIC SITUATION IM -_-."._.".-.- S~ECROSI~O'f2XI3 

Record- of the  meeting  held on 7th Y?ovember, 1966 

The CFAIRMAN welcomed the  presence of: 

D r .  CZY3UTA, Ministry o f  Economics, Bonn 
Mr. FOUCEET, Ministry of Foreign  Affairs, Paris 
Mr. GPAI?IER, Ministry of Finance,  Paris . 
M r .  R.AI.U-SS0 VALGCA, Cornmercial Counsellor,   I talian Embassy, 

Xr. OBERHOLZER, Ministry of Bconomic Affairs ,  The  Hague 
M r .  van SOEST, Ministry of Foreign  Aîîairs,  The  Hague 
Er- SLATER, Economic Adviser, American Zmbassy, Prague. 

2. The CFi.îLIRMAI!7 recal led that the Sub-Committee had already, 

Prague 

i n  February 1965, held a meeting on the Czechoslovak ezonorzy, and 
tha t  the p-s'pose of t'ne present  session was t o  bring t h e  findings 
of t h a t   e a r l i e r  meeting up t o  date. He thanked  the  Italian  Deleg- 
a t ion f o r  the two papers which they had prepared 8s a. bas is  f o r  
discussion( l) End also the German acd  United Kingdom Delegations, 

,which  had  submitted  zoments on these papers( 2). 

3 .  Mr. RbJ!lASSO VALCLCXX opened the  discussion with a general 
statement t o  the  effect  that,  while a t  the  beginning OF 1965 the 
Czechoslovak economy w s  still i n  a period o f  c r i s i s ,   there  had 
since  then  been a partial recovery. 

4. The CKAIIWAK suggested  that  the  discussion  should embrace 
three nain topics: 

- the   internal  development o f  the economy; 
- the  implementation of the economic reforms; 
- external  economic relat ions.  

(-1) AC/89-:XP/197 and ;"iC/89-iLT/l97/1 

(2) AC/894P/197/2 and AC/89-VfP/197/3. Since  the  meeting 
further comments have  been  received f rom the Canadian 
Delegation piC/89-WP/l 97/4 and the United  States  Deleg- 
a t ion  -!C/BY-WP/I 97/5. 
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. '  

I, INTEREKL DEYELOPMENT OF THE ECONOMY 

5, The C ~ I W ~  remarked that a t  the time o f  t h e   l a s t  meeting 
the Czechoslovak economy ?Jas i n  the throes of a severe   c r i s i s ,   the  
rate of growth during 1953-64 being  virtually  negligible,  Since  then, 
hewever, the r a t e  o f  growth, a t   l e a s t   i n   i n d u s t r y ,  had r i s en  md, 
according t o  the o f f i c i a l  figures, had a t ta ined  a resgzctable  level 
again in -l 965-1966 - about 8% per annum. 

6. NP, SLATER agreed t h a t  the r a t e  of i ndus t r i a l  growth had 
accelerated  during  the lest two years ,   but   he   fe l t   that  the o f f i c i a l  
figures had t o  be tseated with some caution, These f i m e s  referred 
t o  gross_ in&ustrial   production, a  c0ncep.t which in  the  Soviet-type 
economies included  industrial  consunption of. raw materials,  and semi- 
finished  products. I t  was probable t h a t  the r a t e  of increase o f  the 
f inal   uszble   industr ia l   output  had been  lower  than the r a t e  o f  growth 
of industr ia l   product ion  off ic ia l ly   c la imed,  

7.  Asked by Mr. van SOEST whether  there was any s i p i f i c a n t  
degree of unemployment i n  Czechoslovakia, Mr. SIliiTER repl ied  that  
there was not. The problem was rather one of scarc i ty  o f  labour,  
the number o f  unf l l l e d  vacancies  exceeding  the  nxnber o f  app l i zmts ,  
However, labour was used inef f ic ien t ly .  Output per nan in  Czechos- 
lovskian  industry was only about one th i rd  of the United  States'  level. 
One o f  t !e remedies  proposed by the government t o  deal v i t h  t h i s  
problem \Tas the i?edeployment of labour i x t o  those industr ies  where 
the   pospec t s  f o r  growth were most encouraging. The reforins were 
in tended   in te r   a l ia  t o  stimulate such  redeployment o f  labour, and had 
f o r  this reason  encountered h o s t i l i t y  *om some workers rtho d i d  not 
relish the prospect of  being redeployed, 

8. Mr. W"ASS0 VAUCCR also  agreed that indus t r i a l  expansion 
had  been resumed during the  l a s t  M o  years,  but he did not considel- 
t h a t  this trend  had  been accompanied by any appreciable improvement 
in   l iving  s tandards.  Hoaever, t he  au tho r i t i e s  had t o  some extent 
relaxed  controls  over  the population; f o r  exazple,, it novJ easier 
f o r  CZéCh  citizens t o  t r a v e l  abroad, and ever increasing numbcps were 
taking  advantage o f  this f ac i l i t y .  

9.  The f a i l u r e  of l iv ing  standards t o  improve s ign i f icant ly  
was i n  a la rge  measure due t o  the fact   that   agr icul tural   product ion 
had continued t o  stagnate, In  this connection, however, Mr. SUTER 
observed that the grain  harvest   in  1965 was expected t o  be somewhat 
b e t t e r  than the  exceptionally bad one cf 1965. 

I O .  Questioned by NP. AUTIE3 (France)  concerning the p a r t  played 
by pr iva te  p l o t s  i n  Czechoslovak agricul ture ,  Mr. RWCLSSO VL!-L.ACCA 
rep l ied  tha t ,  in   cont ras t  t o  t h e  pos i t i on   i n  some o the r  Zastern 
European  zountries and i n  the Soviet Union, small-scale  private 
agricultural   production f o r  the market  played no s igni f icant   rô le  
i n  the Czechoslovak economy, 
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II. Referring t o  Czechoslovakia's new Five-Year  Plan f o r  
1966-70, Er, SLATER said tha t  t o  judge by the  f igures  s o  f a r   ava i l ab le ,  
i t s  most s t r ik ing   rea tures  were i t s  r e l a t ive ly  subdued tonc and thc  
comprratively unambi'cicus  natuile o f  i t s  ob jcctives.  For instance,  
the  national income (net  material   product) was planned t o  increase 
a t  an  annual  average  rate of  only 3.8%. The plan  appeared to  have 
been  based on a more sober a d  r e a l i s t i c  assessmect o f  the  resources 
availzble  than had ea r l i e r   p l ans ,  and thus s tood  a correspondingly 
be t t e r  chance o f  success .   Pr ior i ty   in   reswrce   a l loca t ion  would go 
t o  the  chemical,  oil-refining and engineer ing  industr ies ,   ' In   the 
consumer goods sector  it wzs planned  greatly t o  enlarge  capacity  in 
the glass and ceramic  industries, with a view t o  increasing  exports 
Of these pi'Oducts t o  hard currency  amas. These \-;ere the  broad 
general  objectives,  although,  under t h e  new system of p2ann.ing  and 
management , whereby enterpr ises  were allowed  greater autonomy i n  
determining  the volume o f  their  investments, it was no:;? more d i f f i c u l t  
f o r  the  planners t o  foresee with cer ta in ty  what the   l eve l  o f  invcst-  
ment i n  any given  indus t r y  would be, 

12. Mr. S U T E R  went on t o  say  that  the Czechoslovak Authori t ies  
appeared t o  have revised their Idem on agri3u-lture. In   the  past  
the  agr icul turzl   sector  had  been sadly neglected, aac? b s  a r e s u l t  
i t s  2erforKance had been  thoroughly  unimpressive. &xen-tI.y, however, 
Deputy Premier  Czernik  had s t a t ed   t ha t  a b i g  improvement i n  the 
agricul tural   sector  was an  essential   condition f o r  :?urthel- :;ropess 
of the  economy ÛS a whole.  The new Five-Year Plan provided 50;- a 
much mor2 gmerous allocation  cf  resoarces to  agr icul ture  '. in   the  
form of  increased  supplies of machinery, f e r t i l i s e r ,   e t c .  L, than i n  
the  past .  

13. Mr. BJL.SS0 V J U C C A  was scept ical  conzernin;; the  prospects 
f o r  the   successful   real isat ion of the  plan,  In  palaticular, he doubted 
wnether the planned r a t e  of  increase of industr ia l   product ivi ty  would 
be  attained, Hmvëver, the CHAIRMAW pointed  cut  that   the  principal 
causes of  the s l o ~  growth of  product ivi ty   in   the  past  - l a &  of  
incentives,  misdirection o f  investmext f i l d s  into  unprofi table  
sectors  - should  be a t  l ea s t   pa r t i a l ly   e l imina ted  under t h e  new 
sys tem, 

II. IM3?LE!.ENTTlTION OP THE ECONOMIC: REFORMS 

14. Mr. SLATER said  that   the   decis ion t o  carry  out  the economic 
reforms  had  been  taken two years  ago,  against e background o f  severe 
economic e r i s i s .  The performance of the Czechoslovak emnofly i n  
1953-64 ':jas s o  palpably  inadequate tha t  the   au thor i t ies  hzd 20 choice 
bu t  t o  abandon the o l d  methods of planning and management. 

15. The reformers had r ea l i s ed  that i t  had  been a mistdce t o  
apply  the  methods o f  planning and mamgenent which had  evolved i n  
the  Soviet  ' inion  under  Stalin,  virtually  without any modification 
t o  allow f o r  the  total ly   different   condi t ions  prevai l ing  in  
Czechoslovakia, They had therefore   se t   ou t  t o  devise a new system 
more appropriate t o  the i r  07:m needs, which, while  pmscrving  the 
fundamental  features of Socialism, would also make use o f  lrestern 
experience where t h i s  was considercd  relevant t o  the  problem of  
ensuring a  more ra t iona l   z l loca t ion  of resources, 
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16. After much heart-searching  they had reashed t h e  conclusion 
tha t   the   essent ia l   fea ture  of Soc ia l i s t   soc i e ty  was public ownership 
of the means o f  production.  This was sacrosanct und could  not be 
called  in  question. Other features  o f  the   S ta l in i s t .  type of 
cen t r a l ly  planned economy. were, however, t o  be sub jezted t o  sczrching 
cr i t i c i sm and re jec ted  i f  nccessary. The reformcrs ha6 Thus elabor- 
a ted a new set of gelleral  principles,  allowing market forces a greater 
rôle   in   pr ice   formation and resource  allocation,  granting  greater 
r e s sons ib i l i t y  t o  ea te rpr i se  managers and providing  stronger  material 
incentives t o  both  labour and  management. In  general,  the  planners 
were t o  maintain  control of the  overall   pattern o f  economic develop- 
ment through -the manipulation .of f i s c a l  and monetaqy levers ,   ra ther  
than  by  administrative  f iat  as  in   the   pas t .  

17. The leadership,   recognisi3g  that  the  old'methods were no 
longer  viable,  had  been  driven t o  accept ,   a lbe i t  with  reluctancc, 
the -basic  principlcs  advecated by the  reformers, These pr inciples  
had  accordingly  been approved by the  Tarty  Presidium  in Dccember 1964, 
and the  debate  since  then had been  concerned- wi th  t h e  manner i n  which 
they were t o  Ise apglied  in  practice.  There was c l c a r l y  a divergence 
of opinion on t h i s  subject  betmeen  the  conservative and progressive 
elements i n  t h e  top ranks of the  Party and government hierarchy. 

18.  Mr. W 2 " O  VALtCCA said that t h e  implementatioE of the 
reforms was proceeding  very  sloxly, I t  had or ig ina l ly  beer, intcnded 
t o  apply the  new system  throughout  industry tind in   zwta in   o ther  
sectors ,   wi th   effect  from ? s t  January, 1966, but the deadline had 
subsequently  been  postponed u n t i l  1st January, 1967. The  measures 
scheduled f o r  inmediate  implementation were relatively  cautious.  
There was t o  be somc concentration of indus t r ia l   en te rpr i ses ;  entcr-  
p r i s e s  were t o  be granted  f inancial  autonomy;  investinent xTas hence- 
forth t o  be financed mainly  through bank credi t s ,  on which i n t e r e s t  
(normally 5% t o  6% per annum)  would be paid,  rather  than  throu&h 
budgetary  grants, as in  the past ;  the f a c i l i t i e s   a v e f l a b l e  f o r  
contacts between  the  Czechoslovak en terpr i ses  m d  t h e i r   c l i e n t s  and 
suppliers  abroad were t o  be improved. A s  t o  p r i c e s , .  it was s t i l l  
f a r  f rom c lear  how they would be determined,  although some o f  thcin 
were t o  be pzmnittec? t o  f luc tua te  according t o  s-up@y and demand. 
H i s  general  impression was t h a t  many of the more rad ica l  measures 
o f  the  reformers,  in  particular  concerning  the rôle t o  be a lo t ted  
t o  market forces ,  had been  watered down almost beyond recognition. 

19. In  general ,  MP. RA&L~SSO " A C C A  thou.@% thst the S U X ~ S S  of 
the reforms Would depend t o  a large extent on the human fzc tor ,  on 
the  success o r  f a i l u r e  of the  authori t ies  t o  arouse tihe enthusiasm of' 
the  population f o r  the  idea of econonic  reform and economic progress. 
Hovqever, one of ~e most s t r ik ing   fea tures  of the Czechoslovak economy 
Was t h e  conplete  apathy of t h e  workers, Which  mas pef_'_ected  in  the 
P O O P  qua l i ty  o î  production and in  the  extremely casml a t t i t ude  
towards  the  ebservance of working hours,  This  apathy was encouraged 
by the excessively  egalitarian  mge  structure  in  Czezhoslovakia, 
The highest   paid xorkersearnedor-,ly 2.5 times more thm the lowest 
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paid, whereas in   the  Soviet  Union the r a t i o  between the mminun and 
minimum em-nings was 7 :  l. This general  apathy  extended t o  the 
technicians and  management, who, under  the old system, h2.d l i t t l e  
ipcentive t o  display imagination o r  i c i t i a t i v e .  

20, The CHAIRKA21 quoted Zrom a Peport   in the Financial  Times 
of  26th October, 1966, as  rol lows:  

?'At +&e strrt of  1965, some i n d u s t r i a l   e n t e r p i s e s   w r e   p u t  on :?. 
nen ;nzmgernent system, T h i s  system  scrûpped most  o f  thc par2- 
phernalia of central  planning and instead l c f t  t i e   f a c t o r i e s   f r e e  
t o  produce what they lilted and t o  keep the r e su l t i ng  income - 
subject  t o  taxes and t o  payments t o  the Sta te  f o r  the  use of the  
fzctory'  S capi ta l ,  The new system vas auch t h e  sz .m i n  .its 
noi9cing md e f fec t  2 s  the   "prof i t  motive"  systei2  ixtroduzed i n  
the Soviet Union, 
The f i r s t  e f f ec t s  o f  -the new system seemed t o .  be beneficial  and 
i n  1965 the Czechoslovak economy began t o  move ahead  agzin. I n  
a f i n a l   d i s p u t e   a t  the p o l i t i c a l   l e v e l   i n  Mny 1966: the prota-  
gonis ts  of the new system m r e  victor ious and it vas resolved t o  
introeuce it throughout the economy ir, Jc.nuzry 1967. I t  

21, The C-EAIRhUE pointed t o  the contrast  between the picture  o f  
the way i n  $-hich the reforms were being  carried  through  given i n  this 
report  and the  observstions of h!r, P&&PASSO VALACCI\,, The latter 
agreed  that "here vias 9 consieera3le  aff'erence and suggested that,  
paradoxically enough, the  greatest  success of the Czechoslov& 
reforms had been i n  the Western,press,  T h i s  was because  Czechoslovak 
publicationsand  Czechoslav&  representatives ?-broad of ten gcve an 
exaggeratkd  inpression o f  what hcd been done. Those ;-,%O l i v e d  on ' 

the  spot,  hoviever, could see Llat the .  r e a l i t y  did not always correspond 
t o  o f f i c i a l  pronouncements, 

22. The C€IAIRI\.IAN referred t o  another  resort  c.cmrding t o  whizh 
vho lesde   p r i ces  f o r  industr ia l   products  end f re ight   rc ; tes   in  
Czechoslovskia were t o  be mised  on average by 24% when the new 
measures came i n t o   f o r c e   a t  the beginning sf 1967. Mr. SLP,TER 
observed tha t  3.s a t  this stage  the  price  revision would apparently 
cover  wholesale  prices only, ro ta i l .   p r ices  would not immcdiately be 
affected,  no r  hiould fore ign   tmde   pr ices ,  The Czechoslovak foreign 
trade agencies would continue t o  buy and s e l l  in   fore ign   mmkets   a t  
the most advantageous  prizes they eou3-d obtain,   irrespective of the 
internal  Czechoslovdc pr ices  of the products which nerc bou=;ht and 
soLd, However, he thought t h a t  as a first s t e2  tow:.;rds put t ing 
their   cost-pr ice   s t ructure  on a basis that was more easily comparable 
with that  of Kestern  countries, the Czechoslovaks might soon replace 
their   present  system of multiple exchange r a t e s  by a s ingle   ra te   vzl id .  
f o r  a l l  types of trpnsaction, 

23. Mr. GRANIER thought t h a t  one o f  the main objects of' the  
reform was t o  f a c i l i t a t e  the growth of CzechoslovFk exFortS. i n  
par t icu lar  t o  hard currency areas. Henzcforth,  the Czechoslovaks 
might seek to claim  that  the  prices of theiïq goods 'ZCP~ re la ted  t o  
the i r   cos t s  of  production, =and that  these cos ts  o f  groductiol?, were 
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27. !:!P. &YTCR said "b2.t the Czechs v e r e  giving t o p  p r i o r i t y   i n  
t h e i r  discussiGno  tvithin COXZCOW t o  t h e i r  own r a t i o m l  i i l tcrests .  ;-He- . 

f e l t   t h a t  the time  might  have corne where i t  was nt'cessmy t o  reassess  
the posi t ion of Czechoslovakie i n  the, COPJECO'r'T group of' coxntries, f o r  
i t  had been long assumed th-t Czechoslovp.ki2. wcs .ont o f  the  most f a i th -  
ful among thc Communis t  countries.  This opinion  ]night hzvc t o  be 
reviscd as Czechoslovakia now cppcered t o  ka  o m  o r  t h e  Z-orili:llucnist 
countries with the fewes t   res t r ic t ions  on individual freedom,  however 
t h e  l m g e   s e c r e t  solice er.$tsbli%hment  apparently pc~~;.!.in:-~, intac-b 

S o v i c t  Union md Czechoslovakia  could hcrd ly  bc &scribed 2.s 
exclusively  bcvleficial t o  e i t he r  o f  the two countries. I t  had 
sometimes been argued tha t  Soviet  export  prices f o r  ram m t c r i a l s  
had been high in  comparison with world prizes ,   but  on t h e  other  hand, 
those of Czech exports t o  the Soviets,  f o r  goods \-hi& 20 ,Id not be 
s o l d  on Westcm markc ts ,  were pi-obably also much too highlzby world 
staildards, Therefore nobody knew exactly who was exploi t ing .whom, 

28. 1Sr, pdXLSSO V.K"CA explrined that trade  reIF.t ions  bekeen the 

30. UP FOUCHET- said "hat as îar as Frc-nee K.S concerned, a 
nur;;ber of' l i be ra l i s ing  measures hF.td been  taken un i l a t e ra l ly  on 
30th Janumy, 1966, without  dtmnding any explicit   quid p r o  quo from 
the  Czechs. H i s  Authoritics  could d w y s  reimpose rcstr i -c t ions if 
the Czechs took cdvmtsze of  the rnorc fp.vourzblc zonditions nom 
accorded them t o  sell t he i r  products n t  !*durriping" grices. I t  was 
not  cxpectcd, howzver, t b t  the measures  introduced a t  -the beginning 
o f  this year would have an immediate e f f ec t  m d  he f e l t  thz . t  i t  was 
s t i l l  t o o  e m l y  t o  2.ttenpt m y  asscssmcnt OP t he i r   l i ke ly  long-term 
conscqucnces. The Czechs wcre apparently  not eager t o  purchase 
complete indus t r i a l   p l an t s  as had bccn the case with other  Cmtern 
European countr ies   l ike  Bulgar ia  o r  Rumania. They were rather seeking 
t o  obtain enou& pieces  of equipmcnt t o  replzcc out.dat,ed mzchinery 'and 
merc therefore   enter ing  into a nmber o f  l imited 6ez1s9 t h e  rveragc 
value OP )?hich ;;as about three  t o  fou r  mil l ion French francs. 
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31. Mr. SLATER indicated  that  United  States-Czechoslovak  trade 
had increased  rapidly  over the l a s t  four years. It anounted t o  
$14 mil l ion   in  1963, $20 mill ion  in 1964, $44 mil l ion  in  l 9 6 5  and 
would amount t o  between $60 c.nd $75 mill ion  in  1966. Commenting on 
these figures he sa id   tha t  the considercble  increase  in 1965 was i n  
p a r t  due t o  t h e  bad hc?rvcst w h i c h  had obliged Czcchoslov&ip. to  import  
subs t an t i a l   qumt i t i c s  of grain. The balance of paymcnts o f  Czechos- 
lovakia w i t h  the United  Gtctes was in   chronic   def ic i t ,  Although 
Czechoslovakia's  trade with the United S t a t e s  had increEsed  faster 
t hen  i t s  t r x l e  with thc %or13 8 5  a whole, the share of thc United 
S t a t e s   i n   t o t a l  Czech trade d id  not  excecd one h n l f  t o  ?hree-quarters 
of 4%. The measures envisaged to f a c i l i t a t c   t r a d e  x i th  Z a s t c m  
countries  according to which IvFN treatment would bc extended t o  
Czechoslovakia End credits  could be made available by the  ex$ort/ 
import  bank might \vel1 lead t o  8 fur ther  ,considcrc?ble increme  in  
Czech-United States  tpc&e, Duri% the first 6 i::o2lSbh..: _,:B 1966 jn90~f~  lrOm 

. .  the Tiest had r i s e n   a t  a ra te  of 13% annually whili: c iqorts  hin-d ex- 
panded a t  the r a t e  of 11% m n m l l y ,  

32. Regarding the problcm of C ~ ~ e c h o s l o v a l ~ i ~ ' ~   r e l z t i o n s  xith 
in terna t iona l  economic or@mizz.tions such as GATT, IMP. IBFa, Emopean 
Conmon &ï;ial?ket; ECE Geneva m &  OECïj3 Mr. R A W L S S Û  V i J A X C L  recalletl 
t h a t  Czechoslovakia was among t be  founder members o f  GB.TT. Recognition 
o f  a l l  consequences of i t s  GATT membership x-:ould irnprovc the Czech 
pos i t i on   i n . i t s   d i scuss ions  rv3th Ycstern a u n t r i e s  f o r  obtzining 
fu r the r  mec?sui-es of l i b e r a l i s a t i o n  m d  opçning  Vcstern m::rkets t o  

. . .  Czech exports. A s  far 2.s the IMP was concerned, tize m i n  interest 
of  CzechoslovdCia  might be t o .  be Eble t o  obtcin  :redits k.om t h i s  fund. 
Czechoslov,nkin h?& joined the IItfli' just   before the 194-8 Comrmis t  coup, 

. and h d  withdraym from i t  s h o r t l y  afterw.rds.  I t  mulC s~o'~,-.bl-y not 
consider  applying f o r  re-entry  before it had co-ordin?.Led i t s  move 
with the other  Comunist   countries  since  at   presont by far thc gres-tcst 
p a r t  o f  i t s  trzde  (about 7370) wcs with the Communist v o r l d .  Czechos- 
lovakia is h o a n  t o  have requested the r i g h t  t o  send- an observer t o  t h e  
Europettn Common  Mnr!cet while i t  h2.s ozccsiomlly  sought t o  p1-z.y ti 
pos i t ivc  rôle a t  t h e  GCE Geneva. - 

33. Mr. POUSHET sa id   tha t  as fcr  BS externz l  cconomic relc.tiona ' 

wcro cancel-ned, Czechoslovakia  remained zmong the Communist countries 
which r e l i e d  most heavily on thc  Soviet Union. Il? i t s  e f fo r t s  t o  
reduce i t s  excessive  dcpcndunm on the  Soviet Union, 2nd on other 
COIUCON countries,  Czechoslovakia wc.s faced with d i f f i c u l t i e s  thst 
resu l ted  bo th  from the  Soviet  desire t o  maintain CcoiIOmic hcgemony 
in   Eastern E u o p e  and fYom the hes i t a t ion  .Uirhich zkrc-c te r i sed  the  
att i tude  adopted by Kestepn governments in   their   deal ingswith 
Czechoslovakia. Wstern  countr ies  hed generally loolted a t   t h e i r  own 
trak with Czcchoslovakic. m i n l y  8s E? nems of  expmd-ing thei-? 
export s. 2 ~ ~ 1  improvcment i n  trc?.ds re la t ions  must neGtssarily 
a l so  allob-; f o r  8 growth of Czech exports t o  7:esteril  countries. 
12 uirestern countries s o u a t  t o  increase  thcir  trade with 
Czcchoslovdcia,  they  should be ready t o  import  more from 
CzcchOslov&iz and t o  m,&e t he  s a c r i f i c e s  which this night 
entail. 
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IV. C@YCLUSIO~ 

34. The experts agreed that the  gcnerzl  conclusions  reached  in 
the k s t  report  submitted to the  Comzil  (C-M(66)41) remined,  o n  the 
whole, vzlid. The les t  report  might hava  been a l i t t l e  bit t o o  
op t in i s t i c  2s f a r  as +&e repercussions of the economic rcfoi-ms thcn 
accounced mere concerned. This,  however, was not t o  say that the 
present  outlook f o r  the Czech economy was p r t i c u l z r l y  gloomy, bu t  
rz ther  th8.t propyess might be less m p i d  thm previously  expected, 
although i t  mizht be steady  over I numSer of years t o  zome. 

35. The CH;IIB&QJ thanked the part ic ipants  f o r  t he i r  vt.luable 
contributions t o  the excercise vihich had  proved t o  be highly f r u i t f u l ,  
4.s 2.t previous  meetings, it vms dezidcd t h 2 . t  the Secre ta r iz t  v:ould 
p rcpav  2 record of the  meeting t o  3e submitted t o  the  pzrticipz.nts 
f o r  a$provcl, a s  well a s  8 report t h z t  would be su'omitted t o  the 
Sub-Committee T;hich might decide t o  send i t  t o  the Committee of  
Economic J.dvj.sers, vihich i n  turn  Eight send 2.n z.bbrevicte6  version 
o f  i t  t o  the Council. 
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