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SUB-COMMITTEE ON SOVIET ECOnTOi\l[IC POLICY - 
REVIE?! OF  THE X C O ~ O M I C  SITUATIOJT , I N  CZECHOSLOVmIi', 

Record o f  the meeting  held on 7th November, 1966 

N o t e b y t h e i r m a n  

I n  accordance with the  decision o f  the Sub-Committee(1) 
the Economic Directorate has prepzred  the  attached  draft record of 
the meeting o f  7th November, 1966 on the  Czechoslovak economy. 
Should pa r t i c ipan t s   i n  the  discussion  wish to propose amendments, 
they  are  invited t o  send them t o  the Internat ional   Secretar ia t  
before 1st  January,  1967. 

( S i gned) A. VIFCENT 

OTAX/NATO 
Paris 16e. 

(l) AC/Gg-R/GL+ : Item 1(2)(ii). .. . ? *  . 
. ?  ". 
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REVIEW OF THE ECONOMIC SITUATION IN ” “”” SZECHOSLOVlYKIA ’ 

Record- of the  meeting  held on 7th ’DTovember, S 6  

The CFIIRMAN welcomed the  presence o f :  

D r ,  CZYEULU., Ministry of  Economics, Bonn 
Mr. FOUCHET, Ministry or” Foreign  Affairs,  Paris 
Mr. GRATTIER, Minis t r y  of Finance  Paris 
Mr. RANASSO VALACCA, Commercial Counsellor  I talian Embassy, 

Xr. OBERSOLZER, h!Tinistry of‘ Economic Affairs ,  The  Hague 
Pra,rrue 

Mr. van SOEST, Ministry of Foreign  Affairs, The  Hague 
Mr. SLATER, Economic Adviser, American Zmbassy, Prague. 

2. The C H A I R l M  reca l led   tha t  the Sub-committee had already, 
i n  February 1965, held a meeting on the Czechoslovak  ezonorg, and 
that  the  pwpose o f  the  present  session mas t o  bring  the  findings 
of t ha t   ea r l i e r  meeting up t o  date. He thanked  the I t a l i a n  Deleg- 
a t ion f o r  the two papers which they had prepared as a basis  f o r  
discussion(1) 2nd also  the German and  United Kingdom Delegations, 
which had submitted comments,  on these  papers( 2).  

3. Mr. P&!&SSO VATUCCA opened the  discussion lrfith a general 
statement t o  the  effect  that,  while a t  the  beginning of  1965 the 
Czechoslovak economy  was s t i l l  i n  a peiriod of  crisis, there had 
since  then  been a partial   recovery,  

4. The CHkIR!,MN suggested  that  the  discussion should embrace 
three main topics: 

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

~~ 

( l )  AC/8g-T@/197 and AC/89-~;.iP/197/-l 

( 2 )  AC/8g-WP/197/2. and AC/89-W/197/3. Since  the  meeting 
fur ther  comments have  been  received from the Canadian 
Delegation AC/89-WP/197/4 and the  United  States Deleg- 
a t ion AC/89-ri;lP/197/5, 
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1. - INTERNflL DEVELOPMENT OF THE ECONOMY 

5, The C ~ I ~ ~  remarked t h a t   a t  the time of t h e   l a s t  meeting 
the Czechoslovak economy  was i n  the throes of a ,   severe   cr is is ,   the  
r a t e  of growth during 1953-64 being  virtually  negligible.  Since  then, 
hewever, -the r a t e  of grow-th, a t   l e a s t   i n   i n d u s t r y ,  had r isen and, 
according t o  the of f ic ia l   f igures t  had at ta ined a ressectable  level 
aga in   in  1965-1966 - about 8$ per annum. 

6. Mr. SLATER agreed t h a t  the  rate o f  indus t r ia l  growth had 
accelerated  during  the las t  two  years,   but  he  felt   that   the  official  
f igures  had t o  be treated with some caution, These f igures , referred 
t o  gross ineustrial   production, a concept which in  the  Soviet-type 
economies included  industrial  consumption of raw materials,  and semi- 
finished  products. I t  was probable  that  the  rate of increase of the 
f inal   ,us&le  industr ia l   output  had been  lower  than  the r a t e  of growth 
of  industrial   profiuction  'officially  claimed, 

7. Asked by Mr. van SOEST whether there was any s ignif icant  
degree of unemployment i n  Czechoslovakia, Mr. SLATER repl ied  that  
there was not. The problem was rather  one of  sczrc i ty  o f  labour, 
the number of unfilled  vacancies  exceeding  the  nunber .of .applicants. 
Honever, labour viras used ineff ic ient ly .  Output  per man i n  Czechos- 
lovdian  industry.was  only  about one t h i r d  of the  United  States'  level. 
.One o f  the  remedies.proposed by the government t o  deal with this 
problem xas the redeployment of labour  into those  industr ies  where 
the  prospects f o r  growth were most encouraging. The reforms were 
in tended   in te r   a l ia  t o  stimulate such redeployment of labour, and had 
f o r .  this reason  encountered h o s t i l i t y  from some workers vho d i d  not 
r e l i s h  -the prospect of being  redeployed, 

80 Mr. RAliZAsSO VP-LRCCA also  agreed  that   industr ia l  expansion 
had  been resumed during  the l as t  two years,  but he did n o t  consider 
t ha t  this trend had  been accompanied by any appreciable improvement. 
in  l iving  standards.  However, the   au thor i t ies  had t o  some ,extent  
relaxed  controls  over  the  population; f o r  exampie, i t  was now easier  
f o r  Cze'ch c i t i zens  t o  travel  abroad, and ever  increasing numbers were 
taking  advantage o f  th i s   fac i l i ty .  

9. The f a i l u r e  o f  l iving  standards to  .improve- .significantly 
was i n  a l a rge  measure due t o  the fact   that   agricultural   production 
had  continued t o  stagnate,   In this connection, however, Mr. SMTER 
observed t h a t  the  grain  harvest  in l966 was expected t o  be somewhat 
better  than  the  exceptionally bad one o f  1965. 

. .  . .  . .. , 

I O .  Questioned by Mr. AUTIER (France)  concerning the par t  played 
by pr ivate  p l o t s  i n  Czechoslovak agricul ture ,  Mr. RQ?ASSO VAL4CCA 
repl ied   tha t ,   in   cont ras t  t o  the  position in some other  Eastern 
European countries and i n  the  Soviet Union, small-scale  private 
agricultural   production f o r  the  market  played no s ignif icant   rôle  
in   the Czechoslovak economy, 
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1 1  , Referring t o  Czechoslovakia' S new Five-Year Plan f o r  
1966-70, &Ir, SLATER, said  that  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   fea tures  were i t s  r e l a t ive ly  subdued tonc and the  
comparatively uriambiJGious nature o f  i t s  objectives, 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 t o  have 
been bxsed on a more sober and r e a l i s t i c  assessrgent of t h e  resources 
available  than  had  earlier  plans,  and thus s tood  a eorrespondingly 
be t t e r  chance of success.  Priority  in  resource  allocation would go 
t o  the  chemical,  oil-refining and engineering  industries,   In  the 
consumer goods sector  it was planned  greatly t o  enlarge  capacity  in 
the glass and ceramic industr ies ,  y i t h  a view t o  increasing  exports 
o f  these  products t o  hard  currency  areas. These were the  broad 
general  objectives,  although,  under the new system O? planning and 
management p whereby enterpr ises  were allowed  greater autonomy i n  
determining  the volume o f  their  investments, i t  aas  nov:  more d i f f i c u l t  
f o r  the  plamers t o .  foresee with cer ta inty what t h e  level  of .invest- 
ment in any given  indus  try would be, 

12. m, SLATER went on t o  say  that  the Czechoslovak Authori t ies  
appeared t o  have revised their ideas on agriculture.   In  the  past  
the  agricultural   sector had  been  sadly  neglezted, snd a s  a r e s u l t  
i t s  performance  had  been  thoroughly  unimpressive, . Recently, 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 for further  progress- 
of the economy as  a whole, The new Five-Year Plan provided f o r  .a 
much  more generous al locat ion of  resources t o  agr icu l ture ,   in ,   the  
fo rm.o f  increased  supplies o f  machinery, fe r t i l i se , r ,   e tc , ,   than   in  
the  past. 

13, Mr. RTUIASSO VMACCA was sceptical  concerning  the  prospects 
f o r  the  successful  realisation of the plan, . In   par t icular ,  he doubted 
whether the  planned r a t e  o f  increase of industr ia l   product ivi ty  would 
be at ta ined,  However,, the  CHAIR"? pointed  out  that   the  principal 
causes of the slow growth of productivity  in  the  past  - l a &  of 
incentives,  misdirection o f  investment  funds  into  unprofitable 
sectors  - should b e  a t   l ea s t   pa r t i a l ly   e l imina ted  under t h e  new 
sys tern, 

II . .  IMPLB,EEM%lTI ON OF .THE ECONOMIC REFOFOJS 

14.. MP, SULTER said  that   the  decision t o  carry  out  the economic 
reforms  had  been  taken two years ago, against  à background o f  severe 
economic c r i s i s .  The performance of the Czechoslovak economy i n  
1963-64 was so palpably  inadequate  that  the  authcrities had -no choice 
but  t o  abandon the o l d  methods of planning and management, 

15. The reformers had rea l i sed   tha t  i t  had been a mistake t o  
apply  the methods of planning and management  which had  evolved i n  
the Soviet  Union under Stal in ,   v i r tual ly   without  any modification 
t o  allow f o r  the total ly   different   condi t ions  prevai l ing i n  
Czechoslovakia. They had therefore   se t   ou t  t o  devise a new system 
more appropriate t o  their  ovm needs, which, while  preserving  the 
fundamental features  of  Socialism, would also make use of -!Yestern 
experience where t h i s  was considered  relevant t o  the problem of 
ensuring a more ra t iona l   a l loca t ion  of resources, 
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16, After much heart-searching  they had reached t h e  zonclusion 
tha t   the   essent ia l   fea ture  of Soc ia l i s t   soc ie ty  VjaS public ownership 
of the means o f  production. This  was sacrosanct und could  not be 
called  in  question.  Other  features of  t he   S t a l in i s t  type of 
centrally  planned economy were, however, t o  be  subjected t o  searching 
cr i t i c i sm and rejected i f  necessary. The reformers had thus  elabor- 
a ted a new s e t  of  general  principles,  allowing market forces a greater 
rôle  in  price  formation and resource  allocation,  granting  giieater 
responsibi l i ty  t o  enterpr ise  managers and providing  stronger  material 
incentives t o  b o t h  labour and management. I n  general,  the  planners 
were t o  maintain  control o f  the  overall  >atterm of  economic develop- 
ment through  the  manipulation. of f i s c a l  and monetal7y levers ,   ra ther  
than  by  administrative  f iat  as in  the  past .  

17. The leadership,  recognisirag  that  the old methods .were' no 
longer  viable, had been  driven t o  a x e p t ,   a l b e i t  with reluctance, 
-the  basic  principles  advocated by the  reformers. These pr inciples  
had accord'hgly been approved by the Party Presidium i n  December 1964, 
and the  debate  since  then had been  concerned with t h e  manner i n  which 
they were to be  applied  in  practice.  There was c lear ly  a divekgence 
of opinion on this subject  b.etween the  conservative and progressive 
elements i n  the t o p  ranks of the Party and government hierarchy. 

18. Mr. RANASSO VAJACCA sa id   tha t  -the implementation of the 
reforms was proceeding  very  slowly, I t  had or iginal ly  been  intended 
t o  apply  the new system  throughout  industry and in  certain  bther 
sectors ,  with e.ffect  from,-.rlst  January, 1966, but  the  Ceadline had 
subsequently.  been  postponed u n t i l  1st January, 1967. The measures' 
scheduled f o r  immediate implementation were relatively  cautious, .  , 

. There was t o  be some concentration of industr ia l   enterpr ises;   enter-  
ppises were t o  be  granted  financial autonomy: investinent was hence- 
f o r t h  t o  be  financed  mainly  through bank credi ts ,  on which in t e re s t  
(normally 5% t o  6$ per annum)  would be paid,  rather  than thr'ough 
budgetary  grants, as in   the   pas t ;   the   fac i l i t i es   ava i lab le  f o r  
contacts  between  the Czechoslov& enterpr ises  and t he i r   c l i en t s  and 
suppliers  abroad were t o  be improved. A s  t o  pr ices ,  i t  vias s t i l l  
f a r  from cle.ar how they would  be determined,  although some of  thcm 
were t o  be permitted t o  fluctuate  according t o  supply and  demand, 
H i s  general  impression mas t ha t  mny of the more radical  measures 
of  the  reformers,  in  particular  concerning the rô l e  t o  be alo'tted 
t o  market forces ,  had  been  watered down almost beyond r ecop i t ion .  

19. In  general ,  Mr. RAMASSO VkLfiCCA thought that  the  success of 
the  reforms would depend t o  8 large  extent on the h-man fzc tor ,  on 
the  success o r  f a i l u r e  of the authori t ies .  t o  arouse t l e  enthusiasm o f  
the  population f o r  the  idea of economic reform and Bconomic .progress, 
However, one of the most s t r iking  features  o f  the Czechoslovak economy 
was the complete  apathy of the  workers, which was ref lected  in   the 
poor qual i ty  of production and in  the  extremely casual a t t i tude  
towards  the  observance of working hours .  This apathy was encouraged 
by the.   excessively  egal i tar ian wage structure  in  Czechoslovakia, ' 

The highest  paid  mrkersearnedonly 2.5 times more than the  lowest 
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paid, whereas in   the  Soviet  Union the r a t io  between the m m i m u m  and 
minimum ezrnings was 7:  1 ,  This general  apathy ex.tended t o  the 
technicians ,and management, who, under the o l d  system, had l i t t l e  
incentive t o  diszlay  imagination o r  i a i t i a t i v e ,  

20, -The CHAIRIUN quoted from-a  report   in  the  Financial  Times 
of  26th October, 1966, as  follows: 

"At the s t a r t  o f  1965, some indus t r ia l   en te rpr i ses  were put on a 
n m  namgement  system. T h i s  system  scrapped most  o f  the  para- 
phernalia of  central   planning and instead l c f t  the   fac tor ies   f ree  
t o  produce what they  l iked and t o  keep the r e s u l t i n s  income - 
subject t o  taxes and t o  payments t o  the  State f o r  the  use of  the  
ractory 's   capi ta l ,  The nen system was.  nuch tile same i n  i ts  
working and e f f e c t  as the   "prof i t  motive"  system introduced  ..in 
the  Soviet Union, 
The f i rs t  e f f ec t s  o f  the new system seemed to  be beneficial  and 
i n  1965 the Czechoslovak economy began t o  move ahead agzin, I n  
a f ina l   d i spu te  a t  the p o l i t i c a l   l e v e l   i n  May 1966; the  prota- 
gonists of the new system were victori.ous and: i t  was resolved  to 
introduce it  throughout the econorny ,in  January  1967,i1 

21 The CEFAIRhW pointed t o  the contrEst between the  picture o f  
the way in   &ich the  reforms were being  carried  through  given i n .  this 
report  and Lhc observations o f  RAMASSO VALACCA. The l a t t e r  
agreed t h a t  "&ere was 8 considerable  differenc'e =and suggested that, 
paradoxically enough, the greatest   success of the  Csechoslovzk 
reforms had been i n  the Western press, Th i s  was because  Czechoslovak 
publicationsand Czechoslovak reprcsentatives abrozd often gave Zn 
exaggerated  impression o f  what hcid been done, Those who l ived on 
the  spot, however, could  see  that the r e a l i t y  did not always  corresponcl 
t o  o f f i c i a l  pronouncements, 

22.. The CF-4IRIllkN referred t o  another  report  cccording t o  -which 
wholesale: pr ices  f o r  industr ia l   products  and f r e i g h t   r a t e s   i n  
Czechoslovakia were t o  be raised on average by 24% when. the new 
memures  cane in to   fo rce   a t  the beginning of  1967, Mr. S U T E R  
observed t h a t  as a t  this stage  the  price  revision mould apparently 
cover  wholescle  prices  only, r e t a i l  p r ices  would not  necessarily be 
affected,  n o r  would foreign  trade  prices,  The Czechoslovak foreign 
trade  agencies would continue t o  buy and sell in  foretgn  markets a t  
the most  advantageous prices  fhey could obtain,   irrespective of t h e  
internal  Czechoslovak pr ices  of the products which were bought m d  
so ld ,  However,  he thought t h a t  as a f i r s t  s tep  t o v ~ ~ r d s  put t ing 
their   cost-pr ice   s t ructure  on a basis  that was more eas i ly  compzrable 
with that  of Western  countries, the Czechoslovaks might soon replaee 
their   present system of multiple exchange r a t e s  by ;L si r igle   ra te   val id  
f o r  a l l   types  of transaction, 

23, fdr, G W I E R  thought that  one o f  the main objects of t h e  
reform was t o  f ac i l i t a t e   t he  growth o f  Czechoslovak exportsr   in  
par t icular  t o  hard  currency axas, Henceforth, the Czechoslovaks 
m i g h t  seek t o  clcim  that  the  prices o f  their  goods were re la ted  t o  
tneir   costs  of production, 'and t h a t  these costs of production were 
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calculated  in  a manner essent ia l ly   s imilar  t o  that  'employed by most 
en te rpr i ses   in  Western  market economies. If it were accepted  that 
their   enterprises  operated on the same footing md according t o  more 
o r  l e s s  the same ru les   as   the i r  Western competitors, it would be 
more d i f f i c u l t  t o  j u s t i f y  the  quant i ta t ive  res t r ic t ions on Czech 
exports that were s t i l l  in   fa rce   in  most  Western countries. 

ECONOMIC RELATIONS 

(a) -vvithCON countr ies  

24, MP. FOUCHET thought that Czechoslovakia's economic policy 
vJaS essel l t ia l ly  t o  achieve an improvement of' i t s  O Y : ~  competitive 
posit ion  within the  group of Communist countries, which had.  deteriorated 
during  the l as t  t h e e  o r  four  years, The Czech planners  nere 
pursuing  various aims, F i r s t l y ,  Czechoslovakia  cas  sceking t o  fYee 
herself  from excessive economic dependence on the  Soviet  Union. The 
USER, upon xhich  Czechoslovakia depended f o r  imports o f  many essent ia l  
raw materials and foodstuffs,  especially  grain, some of' which Was 
supplied  under  three-year  ,crcdi-t  arrangements, m s  able t o  maintain 
considerable  leaverage on the Czech economy.  The bes t  Czech machinery 
was exported t o  the USSR, Secondly,  Czechoslovakia vies attempting to  
improve i t s  competitive posi t ion wi th  regard t o  &e o t h w  Eastern 

..European countries, The  plan f o r  3- divis ion of lab0llr OPigin2llY 
envisaged i n  COMECOH, according t o  nt l ich the developed munt r ies ,  such 
as-Czechoslov&ia, .were t o  concentrate on industricl  production, I ? h i k  
+;he less-developed member countries would g ive   p r ior i ty  $0 a&PiCultm% 
had now been  shelved. The other COMECON countries had s t a r t ed  a pro- 
gramme of rapid industr ia l isat ion  bui lding.  up modern f2ctOPieS  while 
Czechoslovakia's  inaustry was much too widely  diversified and now' ,,. 

suffered from the  lack of 'modern equipment i n  the  conlpetition. r i t h  
i t s  Communist neighbours. Finally,  Czechoslovakia wou-ld seek t o .  
res tore  i t s  e:xtcrnnL f inancial  bzlmce in   order  t o  i n  a Position 
t o  a ivers i fy  both  it.s. sources of supplies and export  markets. 

25. Mr. SLATER said  that  the Czechoslovak Authorit ies- were 
conscious o f ,  the  need t o  free themselves from excessive dependence 
on the USSR. Ls enterpr ises  would hencefor th  enjoy some autonomy, 
investment . s h o u l d  gradually  be  concen.trated i n   t h e  .most sucmssful  
industr ies  which i n  genera1,would  be  those best  placed t o .  find 
additional  markets  not  only in Eastern Europe but - a l s o  in  the  Free 
World. Over a period o f  time t h i s  might considerebly  increase 
Czechoslovakia's freedom of manoeuvre i n  the economic f i e ld .  A 
modified  pattern o f  investment might be,  the most important consequence 
Of the economic reforms, md the future  develo,pment of this pat tern:  
deserved  close  attention.  Attempts t o  diminish  S0vie.t  ,leverage  also 
becme  apparent from recent  trade  agreements  concluded with developing 
CoWtries Of the Free World, vihere Czechoslov&ia.hopsd to  f ind some 
a l te rna t ive  sowces  of supply of raw materials. III this connection 
m i & t  be mentioned  Czechoslovakia's in te res t   in   the   poss ib i l i ty  of  
impo17ting o i l  from Middle Eastern  countries, t h e  imports of l iqu i f ied  
@;as from North Africa and the iron  ore  inports which are  under 
negot ia t ion with Brazi l ,  The attempt of CzedloslovdCia t o  gain some 
bargaining power i n  pr ices  f o r  similar  products  supplied.by Communist 
countr ies  n'as p re t ty  obviousr 
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26. To a question by MP, de BROUVIERE regarding the development 
o f  GOl!I!IIGCON in   the  direct ion of more economic integration hPr. Pd:~~U!.SSO 
VlU..CCL. replie2  that   the  centrifugal  forces had now been pre- 
vailing f o r  sometime  and that   the  S o v i e t  Union vas worried  &out a t o o  
rapid growth o f  economic: re la t ions  between Eastern Xurope2.n countries 
and the I'iest, Even the  Czechs who should have been, Land s t i l l  were, 
supporters of the COMECON idea, were against  Soviet predominancc, ills 
8 r e su l t ,  COK3COTJ kTd not moved ahead  very far, L i t t l e  p r o g ~ c s s  hzd 
been made ai-th -the developncnt o f  the  COUECOT? B a n k ,  o p  tovvards a 
solution o f  the   re la ted problem of currency  convertibility  within 
c O&ECON. 

27, l,&. SLATER said t h a t  t h e  Czechs were g iv ing - top   p r io r i ty   i n  
thcir   d iscussions  vi thin COMZCOTT t o  t h e i r  own mtiona l   i n t e re s t s .  H e  
f e l t   t h a t  the  time  might  have come where i t  was necessary t o  reassess  
the  posit ion of Czechoslovdcia i n  thc CO!:fGCOil? group o f  countries, f o r  
i t  had been long assumed t h 2 . t  CzechoslovEkiZ was one o f  t h 2  most f a i t h -  
f u l  mong t h e  Communist countries. This opinion might  hzvc t o  be 
revised as Czechoslovakia no.3~ appczred t o  be one of  the Communist 
countries with.  the fewes t   res t r ic t ions  on individupl freedom. 

28. Tdr. W S S O  VL?,Iu4CCA explained that t rade   re la t ions  between the 
Soviet Union and Czechoslovakia  could hardly be desxibed  2.s 
exclusively  beneficial  t o  e i t h e r  o f  the two countries, I t  had 
sometimes been  argued that  Soviet  export  prices f o r  rc?w n a t e r i a l s  
had been high in comparison with world p r ices ,  but on t h e  other  hand, 

. those of Czech e q o r t s  t o  the  Soviets, f o r  goods vuhi& m,ld not  be 
sold on Westci-n markets, were probably 2 l s o  much too  high by wor ld  
staixiards. Therefore nobody knew exactly who was exploit ing whom. 

(b)  Relations with t;he Vest 

29. The CHAIRMAN asked  whether'ttle measures  taken i n  some 
Western countries this year t o  f a c i l i t a t e   t r a d e  with Czechoslovakia 
had yet  had m y   e f f e c t ,  

30,  EIr, FOUCHET said thtlt as far as  France ML~S concerned, a 
number o f  l i b e r a l i s i n g  measures  had  been  taken un i l a t e ra l ly  on 
30th January, 1966, without demanding any exp l i c i t  quid pro  quo from 
the Czechs. H i s  Authorit ies could  always  reimpose r e s t r i c t ions  ' if 
the Czechs took adva tage  of the  more favou-able  conditions now 
accorded them t0 s e l l   t h e i r   p r o d u c t s   a t  itdumpingit prices. I t  was 
not  expected, however, that the measures  introduced a t  the  beginning 
o f  this year would have a n  immediate e f f e c t  2nd he felt t h a t  i t  m.s 
s t i l l  t o o  ea r ly  t o  attempt  any  2-ssessmnt o f  the i r  likely long-term 

complete industrial  plants as had been the case with other EsStern 
European countries  l ike  Bulgaria o r  Rumania,  They  were rather seeking 
t o  obtain enough pieces of  equipnent t o  replrce  outdated  mxhinery and 
were therefore   mter ing  into c? nam'oer o f  l i m i t e d  deds ,   t he  avemge 
value of  nhich TKIS about three t o  four  mill ion French  Trancs. 

l 
~ consequences. The Czechs were apparently  not  eager t o  purchase 
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31. Mr. SLATER indicated that  
had increased  rapidly  over the l a s t  
$14. mi l l i on   i n  1963, $20 mill ion  in  
would amount t o  between $60 c?nd $75 

United  States-Czechoslovsk  trade 
fou r  years. I t  aqounted t o  
1964. $44 mil l ion  in  l 9 6 5  and 
mi l l ion   in  1966, Commenting on 

these  figures  he  said  that  the  ionsiderable  increase  in 1965 was i n  
pa r t  due t o  the bad harvest which had obliged CzcchoslovLakizL t o  impor t  
subs t an t i a l   . qumt i t i c s  of grain, The balance. of  paymcnts. o f  Czekhos- 
lovakia w i t h  the United  States was in   chronic   def ic i t ,  Although 
Czeihoslovakia's  trade with the  United S ta t e s  had increased  faster 
t h m  i ts  trp-de with the world c'3 a whole, the  share of  the  United 
S t a t e s   i n   t o t a l  Czech trade d id  not exceed  one ha l f  t o  three-quarters 
of 1%. The measures  envisaged to f z c i l i t a t e   t r a d e  with Castern 
countries  according to which I@N treatment would be extended t o  
Czechoslovakia and credits  could be made available by the exsort/ 
import bank might well  lead t o  a further  considerable  increase  in 
Czech-United States  trade,  During the period 1960-65, imports from 
the Viest had r i s e n  a t  a r a t e  of 13% annually while exports h3.d ex- 
panded a t  the  ra te  of 11% annually, 

32, Regarding  the problcm o f  Czechoslovakiz's  relations cith 
internat ional  economic organizations such 2,s GATT, IMF., IBPa, European 
Common Dïarket, ECE Geneva and O E D ,  Mr. RAMASSO VALXC,!i recal led 
that  Czechoslovakia was among the foundtlr members o f  GATT, Recognitlon 
o f  a l l  consequences of i t s  GATT membership would irnprove the Czech. 
pos i t i on   i n  i t s  discussions with Festern countries f o r  obtaining 
fur ther  mecsures of l i be ra l i s a t ion  2nd opBning Viestern rnerkets t o  
C.zech exports. A s  far as the IUF was concerned,  tile m i n   i n t e r e s t  
of Czechoslovakia might be t o  be & l e  t o  obtain  credits from t h i s  fund. 
Czechoslovpkia  had  joined the IMF just   before the -19'48 C o m x m i s t  coup, 
and had withdrawn from i t  s h o r t l y  afterwards, I t  Y T O - ~ L ~  pr obz.bly not 
consider  applying for re-entry before it had co-ordincted i ts  move 
with the  other Communist countries  since a t  present by f a r  t h e  greatest  
par t  of i t s  trzde (about 73%) was w i t h  the Communist world. Czechos- 
lovpLkia i s  kno1.m t o  have requested  the r i g h t  t o  send an observcr t o  the  
European-Common Market while it has  occzsionally  sought t o  plzy a 
posi t ive rôle a t  the ECE Geneva, 

33. M r .  FOUCHET said  that   as  far 2s external  ccor,ornic re la t ions 
were concerned,  Czechoslovakia  remained among the Communist countries 
which r e l i e d  most  hcavily on the  Soviet Union, 111 i t s  e f for t s  t o  
reduce i t s  excessive depcndence on .the  Soviet Union, End  on other 
COMECON countries,  Czechoslovakia was faced with d i f f i cu l t i e s   t ha t  
resul ted both  f'rom the Soviet  desire t o  maintain' economic hcgonony 
in   Ers te rn  Europe a d  *om the   hes i ta t ion  which c k r a c t e r i s e d  the 
att i tude  adopted by V:estern governments in  their   dealingswith 
Czechoslovakia,  Western  countries had generally  looked n t  t he i r  own 
trade wi th  Czechoslovakia  mainly as 2. means of exyanfl-ing their 
exports. Eez.1 improvement in   t rade  re la t ions must necessarily 
a lso a l lon  f o r  a growth of Czech exports t o  \Yestern  countries. 
If Western countries  sought t o  increase  their   trade with 
Czechoslovdcia, they should  be  ready t o  impor t  more from 
Czechoslov&i~ and t o  make the  - sac r i f i ce s  which t h i s  night 
e n t a i l ,  
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IV. 

- l1  - 

~ L U S I O n T S  

34.. The experts  agreed that the  generzl  conclusions  reached in  
the  lcst   report   submitted to the Council (c-~(66)41) remined, on the 
whole, valid. The l a s t   r epor t  might  have been a l i t t l e  %it t o o  
optimistic as far as the repercussions of the economic rcfoi-ms then 
accounced were concerned. This, however, was not t o  say that the 
present  outlook for the Czech  economy was prt iculL?-r ly  g l o o w ,  but  
rather  that   progress might be lcss  rapid  than  previously  expected, 
although i t  might be steady  ovcr a number o r  years t o  come. 

35. The CHAIRNIAN t hanked  the par t ic ipants  f o r  t he i r   vduab le  
contributions t o  the exzercise vhich  had  proved t o  be highly  fruitful . ,  
As 2.t previous  meetings, it vms decided that ths Secretari2.t i-rould 
pre2z”rc a record of the  meeting t o  be submittea t o  t he   pmt i c ipmts  
f o r  approvd,  as well as a report   that  would be  submitted t o  the 
Sub-Committee vhich might decide t o  send i t  t o  the Committee of  
Economic Advisers , which i n  turn might  send 2n sbbreviated  version 
o f  i t  t o  the C o u n c i l .  
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