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THE SITUATION IN SOVIET UNION AND EASTERN ElriCPS 

hote by the Secretam General 

I attach a report forwarded to me by the Chairn~? of 
the m e r t  Vorking Croup oil "'The Situation in the Soviet Urrton 
and East5rn Europe" which met at the NATO Headquarters fro!= 
3rd to 6th April, 1979. 

2. This report will be placed on a Council Agendz in 
ciue course. 

(Signed) Joseph M.A.H. LUNS 

NATO, 
1110 arussels. 
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THE SITUATION I N  THF, SOVIET UNION AND EASTERV EUROPE 

Note by the  Chairman of the  
Exoert Vorkinu Crow 

I. Experts from Belgium, Canada, Denmark, France, 
Gemany, Greece, I t a ly ,  the  Netherlands, iiorway, Portugal, 
Turkey, the  United Kingdom and t h e  United S ta tes  met a t  
likTO Headquarters from ;'?& t o  6th April, 1978 t o  prepare 
the  attached report.  

2 .  This report  covers the  period from 14th October, 197e 
t o  6th April, 1979. 

(signed) M. LEVEQUE 
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THE SlTULTION I N  TflE: SOVIET UNION AND EASTERN EUROP2 

Renort by t h e  EXD - e r t  Y o r k i n ~  Croup 

I. SOVIET UNION 

1. Internal  Si tuat ion 

( a )  Leadershiu 

1. YI. Bre?hn~?r's absolute pre-eminence and the  r i c e  
of h i s  supporters i n  the Party and Sta te  organs have been the  
pr incipal  f e a t w e  of the  zoviet  leadership s i t u z t i o a  in recent  
months. The Secretary General has remained a t  the  helm but h i s  
hcal th is i n c r e ~ s i r ~ g l y  areventing him from performing 3.11 the  
dut ies  t h a t  go with h i s  2os i t ion  (postponement of the  Frmco- 
Sovist  summit m e e t i v ) .  IIis influence i n  the  highest l eve l s  of 
o f f i ce  was none the  l e s s  i u r the r  strengthened by the  in terplay  of 
demotions and appointments i n  the  top echelons. The o u s t b g  
f r m  the Politbru'o, during t h e  Nov?mber 1978 plenary meeting, 
of I 4 r .  Ifazurov, first deputy t o  1.k. Kosygin, who owed nothing 
of h i s  career  t o  I4r. Brezhnev, end the  promotion of Mr. Chernenko, 
a close aide t o  the  l a t t e r ,  provided an i l l u s t r a t i o n  of t h ~ s  
trend. !R.e promotion of Hr. Chevarnadze and M r .  Tikhonov, 
appointed t o  t h e  Politburo as deputy a l t e rna te  members tnd of 
Mr. Corbachev, elected Secretary of the  Central Committee, a re  
believed t o  have fu r ther  strengthened this tendency. 

2. Given h i s  experience and his senior i ty ,  M r .  Iiirilenko 
s t i l l  seems the  bes t  placed t o  succeed Ik. Brezhnev, a t  l e e s t  
f o r  a while. None the  l e s s ,  the  belated, but extremely m p i d  
r i s e  of M r .  Chernenl:~ (67 years old)  has put  h i m  in  the  r u x i n g .  
Now one or' t h e  four members of the  Folitburo who a r e  a lso  
Secre tar ies  of the  Central Committee, he is, ipso facto, 
apparently i n  a stronger posi t ion than the  other leading 
f igures  of h i s  generation, such a s  hdropov (Head of the  X3)  
Romanov (Party Secretary f o r  Leningrad), Crishin ( i n  Hosco:~) 
o r  Shcherbitsky ( i n  the Ukraine). Even a t  this stage, h i s  
rank i n  the  hierarchy, es<ablished i n  the  l i g h t  of nomiziticns 
f o r  the  March e lec t ions  t c ~  the Supreme Soviet, is f i f t h  
behind Mr. Brezhnev, Ki. Kosygin, Mr. Suslov and Yz. KirEei2:o. 
However, the  fee l ings  of the  majority of Politburo members 
tovrards him remain t o  be determined and t h i s  could weden hLs 
positicn. T h i s  being sa id ,  it cen be expected regardless of 
who eventually replaces i4.r. Erezhnev, t h a t  the  Poli tbum ? r i l l  
keep t o  i t s  present p o l i t i c a l  l i ne ,  a t  l e e s t  provisionallj-, 
a s  a consequence of a , q - ~ t e r  degree of col legia te  leadership. 
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(b) Dissidence 

3. The dissident movement appears to have been 
contained but not crushed. Certain recent cases, including 
the trial of Mr. Djemiliev, leader of the Crimea Tatars and 
the execution of three Armenians found guilty of the atteck 
in the Moscow Underground, while not having the same 
international repercussions as last year's trials (Orlov, 
Shcharansky, Ginsburg) are evidence that the authorities are 
as vigilant and thorough as ever. 

4. In late 1978, new dissident groups have come into 
the open. The so-called ''Free Inter-Professional Union ol 
Uorkersn (SPOT) marks a shift away from the traditional 
domination by intellectuals relying on the protective 
umbrella of foreign support and publicity. This gro~p 
aims in particular towu'd workers' grievances and every- 
day, religious and political rights of its members. The 
effectiveness of SMOT, however, is being hampered by lack or" 
cohesion and experience and by harrassment by Soviet 
authorities. 

5. A new development, namely, the movement which has 
grown up round the publication "Metropolen owes less to 
political dissidence than to the refusal by certain leew-g 
intellectuals to conform to the established pattern. As 
such, it nevertheless represents an element of genuine concern 
to the authorities. 

6. In any case, the soviet Union, either by repressive 
means or by a certain neesure of flexibility, is taking every 
possible precaution in anticipation of the Olympic Games 2nd 
the Madrid meeting, two events which could provide excellent 
opportunities for the demonstration of nfw signs of dissideme. 

(c )  Relinious dissent 

7 .  At present, there is no evidence that the Islamic 
revival in Iran and else~~here is having an influence on tile 
Soviet i4uslims in Central Asia and the Caucas~s. The 
emergence of certain underground Muslim movements in recent 
years is largely an indigenous phenomenon. Tine fact that 
most Soviet ?luslims belong to the Sunni branch of Islam, 
makes Llem less susceptible to the influence of the aiites 
in Irm. 

8 .  The Soviets have responcied cautiously to the elevction 
of Polish Cardinal Wojtyla to the P~pacy. However, the 
election has stimulated demands for greater religious freedom, 
especially among Catholics in Lithuania. 
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N A T O  C O N F I D E N T I A L  ---- 

(d) Nationalities 

9. In the Abkhazian ASSR, which is under Georgia 
jurisdiction, occasionel outbursts of nationalism continue. 
Local Abkhazis have staged a number of protests against 
Ceorgim economic a d  cultural domination. The Soviet 
wish to contain nationalist dissent could have played a 
rdle in the election of Georgian party Chief Schevadnadze 
to candidate member of the Politburo in Kovember 1973. 
The Soviets may also view with concern demographic trends, 
such as the rising share of the Asian over the Slav 
population. 

( e l  Eminration 

0 10. The rate of Jewish emigration rose sharply in 
1978, totalling 30,309, compared arith about 17,000 in 1977. 
If emigration remains stable at current rates of 3,5004,000 
?er aonth, 1979 may exceed by a large margin the peak 
emigration year of 1973. 

11. The reasons for this increase probably reflect 
Soviet awareness of emigration as an issue in bilateral US- 
Soviet relations, such as the need to secure US ratification 
of a probable SkLT 11 Agreament and the Soviet wish to 
achieve most favoured nation status. 

12. On the other hmd, the number of emigrants of 
Gernan origin for reasons of family reunification decreased 
slightly in 1978 (8,503) compered with 1977 (9,300). 

2. Economic Situation 

1. In two major speeches, Brezhnev attributed most 
of the blame for the major problems to bad planning and 
managernext. New proposds have been s ested for ingrovbg 
the economic mechanism, however no detai s of the proposed 
cnanges have emerged. 

Y 
14. industrial production in 1978 sur?assed the nodest 

targc-t, but the 4.8:~ growth was lower. -than last year, m d  
there were shortfalls in the output of a number or' key 
products. The only part of the energy sector which did :.-ell 
in 1978 was gas. Oil production was below target, and is 
scheduled to grow more slowly in 1979. 

15. The Soviets view with concern future energy problens. 
Recently Kosygin stressed the r8le of gas, coal and o-tomic 
power in the 11th Five-Year Plan for 1981-85, indirectly 
supporting some Jestern forecasts of n levelling out in oi? 
production figures in the medium term. 
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N A T O  C O N F I D E N T I A L  

16. Despite the record harvest of 235 m tons, 
agriculture as a whole performed only moderately in 1978. 
Results in the livestock sector were disappointing, although 
prospects should be better in 1979. Nevertheless, food 
supplies in general and meat supplies in particular, are 
likely to remain erratic. 

17. Brezhnev has emphasized the links between consumer 
satisfaction, the mood of ths  population and the level of 
productivity, but declining growth-rates, ambitious develo2- 
ment plans and the steady rise in militvy procurements vill 
leave a narrow margin for improvement in the consumer's lot 
in the near and more distmt future. 

18. In foreign trade with the industrialized Western 
countries, Soviet exports in 1978 dropped somewhat while 
imports increased around lo%, mainly due to a doubling cf 
ain imports. The total hard currency deficit rose by 
1 billion to around $3.5 billion. The most significant !? 
development in foreign trade took place vis-8-vis the CIGX- 
partners, whose exports to the USSR imreased by more thvl 
20%. while their imports rose by 135.. The Soviets now seem 
to want to limit the credits extended to the East Europem 
countries in the form of trcde deficits accumulating since 
1975. 

19. Capital investmat in 1978 rose by 5%. the highest 
rate of growth so far unler the Five Year Plan. However, 
investment growth was orizinally intended to level off toxia-ds 
the end of the Five-Yew Plan period, with increased output; being 
echieved through greatly increased labour and capital 
productivity. This strate-y has not worked out, and extra 
funds are being pumped into the economy in order to maintain 
reasonable rates of output growth. hlthough the figure ;or 
growth in the commissioning of new fixed assets in 1978 Ires a 
well above the level of the last few years, incomplete 
construction projects still rcsnin a major problem. 

20. The results fsr 1978 and the plans for 1979 s u g ~ ~ s t  
that the overall growth ta-gets for the Five-Year Plan are 
now recognized to be out of r - ~ z h .  The attention of plannel's 
is now focused on the problcms associated with the next 
Five-Year Plan period an? the long-term programmes to 1992. 
So far few details are available regarding the strategy to 
be adopted, though Kosygiii's remarks on the 11th Five-Yew 
Plan suggest that it may follow much the sane lines as the 
present plan. However, tlx modest increese in manpower in 
the coming five year period and the obvious lack of pro&p?ss 
in making the economy worl: more efficiently, point to a 
further fall in mowth rl-ces in 1981-85. 
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21. The Soviets have since January ceased announcing monthly 
industrial production figures. This together with the reduced 
coverage of foreign trade statistics as well as the Soviet 
reluctance to publish a detailed review of the current Five-Year 
Plan, seems to contradict tho intentions of the CSCE accords. 

3. Foreim Policy 

(a) US-Soviet Relations 

22. Soviet priorities vis-Lvis the US remain as before, 
conclusion of a SALT I1 Agreement and a general improvement in 
bilateral relations. Although having publicly stated that the 
SALT I1 negotiations had been unnecessarily long and arduous 
because of US obstructionism, the Soviets now appear convinced 
that an aaeement is near completion. Brethnev's 2nd Narch 
speech underscored this conviction and his willingness to meet 
with President Carter to sign the agreement. The Soviets feel 
that the Agreement will give impetus to detente and clear the way 
for negotiations on SALT 111 and other disennanent issues. 

2 3 .  US-PRC normalization injected a major new concern into 
Moscow's calculations of its overail relationship with Washington. 
Soviet statements that normalization was not in itself a cause for 
anxiety veil a real worry that this three-sided configuration 
could increese US and Chinese manoeuvrability at Soviet expense. 
The future course of US-Soviet relations m y  well be affected by 
the way l~oscow interprets the US handling of its ties with China. 

(b) Soviet Relations with Western European Countries 

24. In contrast to other troubled areas of the world, 
lfestern Europe for the moment is an area which in Soviet eyes 
is reasonably stable. Brezhnev expressed this view on 2nd March 
pointing to noticeable changes in the political climate in 
Europe and to an improved relationship between Eastern and 
Western Europe. There have been no particuler manifestations 
of the well known Soviet strategy to loosen the ties between 
western nbope and North America. 

25. The main development in Soviet relations with 
hestern Europe has been the various expressions of suspicion 
about irestern contacts with China as typified by the letters 
which Brezhnev wrote to certain Western leaders warning 
them against salling arms to China. This development has 
encouraged the differentiation which the Soviets apply in 
their treatment of individual Uestern European countries. 

25. Within the CSCE framework, kvo expeerts meetings have 
taken place in Montrcux ancl Valletta in an atnosphere of 
reasonably harmonious cnllaboration between East and West. 
Thc Soviet suggestim for some kind of non-aggression pact 
emont the CSCE participants is likely to play a major rdle at 
Madrid.. 
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N A T O  C O N F I D E N T I A L  

27. The overall situation of Berlin has remained 
substantially unchanged in the last six months. Moscow's 
policies towards Berlin continued to be influenced by Soviet 
interest in continuing the progress of ddtente. As a result, 
there have been no serious disturbances in the period. Lt the 
same time, however, Soviet efforts to impose their restrictive 
interpretation of the Quadripartite Agreement continue. 

(c) Soviet Policy towards China 

28. The Soviet Government appears to have been taken 
aback by China's normalization of relations with the 
United States and Japan, and its initial reaction indiczted a 
considerable degree of indecision as to how to respond. Lt this 
point, however, Moscow undoubtedly sees developments as a najor 
setback both in military and political terms. The military 
threat would appear to be R manageable one for the moment 
(though how long this will last is an open question). But 
Moscow has chosen to construe the Chinese opening to the Kest 
as encirclement and fears that in the long term China could 
benefit from Western technology to emerge as a eignificznt 
military power. 

29. One may therefore expect an increasingly neuralgic 
Soviet attitude towards Chinese "modernizationn which Moscovi 
equates with militarization, and towards Western relations 
w i t h  Chlna. Politically the emergence of a more active 
China considerably complicates Soviet policy formulation a d  
calls into question long-standing Soviet efforts to be accepted 
as the United States' only equal. 

(dl Soviet Policv in Asia 

30. Sino-Soviet rel~tions have been characterized by 
serious tension since the invasion of Cambodia and, subsequently, 
Vietnam. It is still difficult at this stage to assess the 
implications and outcome of these wents. It can also be 
noted that the scale of Chinese operations in Vietnam remdred 
limited and the Soviet reaction was restrained: there were no 
provocative actions on the Sino-Soviet border. (Tne Soviets 
have represented this restraint as evidence of their 
responsible attitude. ) 

31. Soviet policy in Lsia is to maximize Soviet influence 
and to restrict that of China wherwer possible. The Soviets 
heve clearly not been entirely successful. Most of the Thirii 
World and non-aligned countries did not formally condemn 
Chinese action in Vietna. Soviet support for Vietnam 
through the Soviet-Vietnamese Treaty and the invasion of 
Cambodia has aroused disquiet among ASEXN nations both tovmfds 
Hanoi and Moscow. 
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N A T O  C O N F I D E N T I A L  

32. Fears of an India-Chinese rapprochement led the 
Soviets to take measures to improve relations with New Delhi, 
highlighted in the mid-March visit of Premier Kosygin. These 
fears have lessaned following India's reaction to the Chicese 
attack on Vietnam. Conversely, the Japanese position has 
prevented any improvement in Sino-Japanese relations. The 
Soviet-Afghan Treaty has strengthened the Soviet positior.. 
The treaty provided a legal basis for assisting the Taraki 
r6gimefs struggle ageinst revolt by Moslem tribes. 

(e) Soviet Tolicy in the illoddle East 

33. The Soviet Union was powerless to prevent the 
Egypt-Israel Peace Treaty, which it has now condemned as 
likely to increase rether than reduce the chvlces of a 
renewed conflict, and as makin more difficult the achieve- 

@ ment of an overell settlement in which the Soviet Urion 
would have a role to play). 

ii 
34. Cromyko's visit to Syria in March, at whlch he 

emphasized the importance of anplying the decisions of the 
Baghdad Conference, was used to demonstrate Soviet support 
for the Arab cause and to urge Arab unity in measures to 
isolate Egypt. But Cronyko may also have advised against 
extreme Arab measures against the United States fearing 
thet these might be counter-productive and be seen as 
Sovi~t inspired, thus dmaging prospects for US ratific~tion 
of the SALT I1 agreement. The visit was also designed to 
improve relations with Syrie, although there is so far no 
evidence that the Russims have agreed to provide Syria vith 
increased military assistance. Profiting from developmenk 
in Iran and from Seudi criticism of the Camp David process, 
the Soviet Union has mede overtures with 2 view to inprovis?g 
relltions with Saudi Arabia. 

0 35. Although the Soviet Union has been gratified by tile 
loss of Western influence in Iran, there is no evidencc "tt 
it played a part in the Shah's downfall. The Soviet Unio:~ 
maintained a neutral position until the Shah's departure 
became inevitzble, but vas then among the first to recopize 
the Bazargan governme~lt. 

36. Nevertheless the Soviet Union hes not so far beep 
able to seize opportunities which may have been presented 
by the Z-.parture of the pro-kestern dgime. They have 
welcomed certain policies of the new government: wlAhdrz-.:d 
from CENT0 and adsption of a polic). of aon-alignment, 
refusal to supply oil to South Mrica and Israel, and revocation 
of h'estern arms sales coritracts. But they are wary of the 
presence on their southern border of a fundanentalist 
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N A T 0 C O N F I D E N T I A L  

religious regime which has expressed strong anti-cormmist 
feeling. They are presently inhibited in their support for 
Iranien communists by their wish for good relations with khe 
r6gime and for continued implementation of agreements for the 
supply of Iranian gas. 

37. Soviet leaders appear little concerned that the 
Moslem population of the Soviet Central Asian republics will 
be contaminated by the IIIoslem revival in Iran. However, the 
nanifest sympathy of Irmian religious leaders for the Moslem 
uprising in Afghanistan hes stimulated stern Soviet warnings 
about Iranian support for the insurgents there. 

(f) Soviet Policy in Africa 

38. The Soviet Union is experiencing difficulties in 
defining a coherent long-term policy towards the African 
continent, which nevertheless retains great political 
significance. Soviet ettempts to extend its influence et the 
expense of Vestern interests have faltered, in part due to n 
certain degree of African disappointment over economic aid 
from communist countries. 

39. In seeklng to extend their influence in Africe, the 
Soviets use others by proxy, e.g. the GDR, Bulgaria end 
Cuba (although the Cubvls obviously stress their position as 
a fellow Third Yorld country). 

40. In the Horn, the Sovieta have further extended thei? 
influence in Ethiopia. The treaty of friendship and co-operation 
is similar to other such treeties which the Soviet7 hed 
previously signed with Angole, Mozambique and Somalia. An 
improvement of Somali Soviet relations is not anticipated in 
the foreseeable future. 

41. As regards Namibia, the Soviet's freedom of actioll 
has been limited since they cannot actively oppose the recent 
five-power initiative while it enjoys support from Africa 
countries. On Rhodesia, the Russians have had no success 
in bringing about uriity of the Patriotic Front under the 
leadership of ZAPU. They have, apparently, avoided involvenent 
in the conflict between Tanzvlia and Uganda. 

11. REIATIONS JWONG CO!-FNTJIST STAT?IS AND PARTIES 

1. Relations within the Warsaw Pact 

42, A meeting of the Warsaw Fact Political Consultaadvc 
Cornittee in Moscow on 22nd-23rd November issued a wide- 
ranging declaretion tlra', was generally positive on d6tente, 
CSCE and disarmament. This declaration, as well as Brezhev's 
2nd March speech might well provide a framework for Warsaw ?act 
preparations for the Madrid CSCE meeting in 1980. 

N A T O  C O N F I D E N T I A L  
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N A T O  C O N F I D E N T I A L  

-12- C-M(73)2',' 

43. Howcver, because of Romania's recalcitracc, the 
declaration did not contain criticiss of China and the C 3 c l  
David accords. h sepu'ate documant, signed by 2ll participeting 
member countries except Romania, condemned the Camp David 
Agreement. Due to Rondan opposition, Soviet proposals 
for imprcving Varsaw Pact military capabilities were not 
nentioned in the declaation. On his return to Romania, 
President Ceausescu ccted swiftly to rally support for his 
independent stand, and asserted publicly that he had sigae? 
no secret egreement entciling incroesed military expenZiture 
by Romania, or s~lbordbting Romanian forces to outsise 
control. 

44 .  Despite the development of multilateral consul- 
tation;, bilateral contact within the Warsaw Pact remins 
a basic channel of conmunication between these countries. 
W i n g  the period under review, biletoral consultations 

a were carried out throug? visits by Brezhnev to Sofia, by tile 
Foreign Ministers of Ro~ania, Poland, Czechoslovakie end 
the Ceman Democratic aepublic to Moscow, a d  by tha 
visits by Kadar and Gierek to Moscow. 

2. Inter-~artv Relations 

45. The disagreement among the 'rarsaw Pact countrics 
on the line to t&e vis-bvis China surfaced again duri?~ a 
conference of party theorists in Sofia in December. At 
the conference, which was neant to endorse the Soviet lLze 
and which was attended by representatives of 73 pwties, 
the Romanirms and sane '.jestern European paties defended 
their independent vie-ws . 

0 46. The pasitions r.doptc-d by Romania and Yugoslzvia 
in the Sino-Soviet p~-mr struggle rppear likely to reocii~ 2 

a complicating fector in tilcse two countries1 relations ~ i i h  
the Soviet Union in the future. 

47. There have bee2 no ne.jor new elements in the 
problem posed for the Soviet Union by the so-called 
llEurocomnunistl' pu'ties in the period under review. The 
phenomemn hss, however, continued to be an object of 
c~macnts in Swiet media upholding the notion of " r e d  
socialism" against revisionist views. 

. The tendencies have continued towards a worsenkg 
of the terns of trade of the Eastern European countries 
vis-a-vis tile Soviet Union and towards E corresponding 
increase in the dzpendence of the Eastern 2uopeans upon 
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Y A T O  C O N F I D E N T I A L  -- 

exports t o  the  Soviet Union t o  finance t h e i r  requirements f o r  
energy products 2nd other raw meterials. This evolution 
anpears l i k e l y  in the  shor t  term t o  strengtnen the  Soviet 
Union's a b i l i t y  t o  k p o s e  bloc discipl ine.  The resu l t ing  
adverse e f fec t s  upon econonic growth and s t z ida rd  of l i v i n g  
in Zastern Eul-ope n ~ y  lead t o  fu r ther  s t r z s se s  in  - 
co-operation. 

111. SITUATION IX WZ MEFIBZR COL?bTRIES OF T3 WARSAY PACT ---- 

49. There has been no s ign i f i can t  change in the domestic 
s i tua t ion  of the  Soviet Union's a l l i e s  in t h  pas t  sir months. 
Xost of the  countries concerned a re  having t o  cope with 
serious econonic d i f f i c u l t i e s  which have ezzcerbated popular 
disconte?rt in cer ta in  countries,  particulal-ly Poland. 

50. The Cetholic church continues t o  be a p~oblem f o r  
the d i f fe ren t  governments concerned, given the  repercussions 
which w i l l  surely follow the  Popefs visit t o  Poland next June. 
.'-t the same time, there are  s igns of a revival  of re l ig ious  
l ae l i ng  i n  the Orthoeox and P r o t e s t m t  c o ~ t i e s  in the  area. 

51. The cohesioa of the  a l l i ance  con thues  t o  suf fe r  both 
from Romania's breaches of d i sc ip l ine  wit!hi.n the  wzrsaw Pact 
and COMECON bodies and from Bucharest's refu5al t o  toe  the  
Soviet l i n e  or. the  problem of Indo-China o r  on the  :Uddle East 
issue. 

52. It would, however, be going too fa- t o  predic t  t h a t  
the  demise of I*. Brezhnev must islevitably lead t o  the f a l l  of 
the  %st ~Wopear? leaders  who heve a l l  establ ished close l i nks  
v i t h  him and prof i ted  from h i s  support. 

53. FOP the  present,  it i s  unlikely t h a t  the posi t ion of 
these leaders,  whit: might be affected by dissension within 
the  pa r t i e s  or  i n  the upper echelons o r  urdermined by economic 
l i f f i c u l t i e s ,  w i l l  be called i n to  question 5y "i3e Kremlin. 
faced a s  it is with -he prospect of fu ture  unce?"kddzy over 
the  successorship. The Sovi3-t Union would " d . o  a poor view 
of widespread changes i n  the leadership of those s t a t e s  which 
would in  any case be hindered by s ce r t a in  l m o b i l i z a t i o n  
which i s  a fezture of the Communist power s txc tu -es .  

Economic j i tus t ion  2- - - -- ---- 
54. The major ?;-oblem f o r  -'?stern :-ope i s  t h a t  the 

oconomic growth r a t z s  a re  mzrkadly slowiilg down. The reason 
?or this negative development centres on inadeouate f l e x i b i l i t y  
t o  respond effec t ively  to: the  consequetlces cf increzsed 
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N A T O  -- C O P F I D E N P I A L  -- 

energy costs;  l imited qual i ty  of products f o r  export on hard 
currency markets; tho lack of r ea l  incentives t o  improve 
labour productivity; the  deter iora t ion In t e rns  of t rade  due 
t o  the r i s e  in CFEA pr ices  f o r  raw materinls and energy plus 
the continuing recession i n  the ves t ;  and the  need t o  increase 
nanageriel responsibi l i ty  and t o  stimulate i n i t i a t i ve .  

55. These problems are  recognized by &kc leaderships and 
i n  some count~ ie r ,  a l t e r a t i ons  t o  the  systems a r e  b e h g  
implemented. I n  addition t o  the  long-established 3ungerian 
reforms, Czechos1ovA:ia i s  progressively introducing the 
limited experiment i n  some sectors  of industry and Bulgaria 
bas recently adspted changes In the  management of Sul-garian 
agricul ture.  The ihmgarian reforms have brought benefi ts ,  and 
the l a t t e r  two m y  e lso  bring improvements, a l b e i t  more limited 
but  not in the  short  term. The M e d i a t e  problem of balance 
of trade d e f i c i t s  and harfl cu-ency debts e - ~  being tackled by 
r e s t r i c t i ons  on oveml l  hard currency Imports and concentration 
on the most e s sen t i a l  i t e n s  (e.g. coal mining squinnent). 
" f fo r t s  w i l l  e l so  be made t o  increase exports and &he need f o r  
qual i ty  of production ra ther  than quantity i s  Seing stressed. 

5 . Improved qual i ty  is important not only fs? the export 
narket but a lso  in  order t o  meet the  domestic demands of an 
increasingly discerning public which refuses t o  b ~ ~ y  the  
i n f e r io r  goo& evaileble.  For qua l i ty  m d  hlgh-denand goods, 
in f lz t ionary  p r ice  increases have! been allowed, especia l ly  i n  
Poland, i n  ordor +A mop up unused spending power. This i n  
turn  has increa-sed discontent,  especia l ly  mong the workers. 
Public expectztions of a modest but steady r i s e  F? the  
standard of l i v ing  have been disappointed. This consumer 
discontent is  a conczrn t o  the leaderships,  with the r e s u l t  
t h a t  some required and expecter! price increzses hzve not  been 
implemented. Hov~ever, t h i s  does not  mean t h a t  the  s t a b i l i t y  
of the  r6gimes is tk-eztened, with the  possible exception of 
Poland and then only i f  u i t i n ~ l y  and c l m s y  s teps  wore taken. 

Dissent 3-  -- 
57. The popular d i s sa t i s fac t ion  with econoec conditions 

i s  d i s t i n c t  f rom the predoroinently i n t e l l ec ixa l  d iss ident  
noveaents i n  Poland and Czechoslovekia which a r e  focused on 
c i v i l  l i be r t i e s .  The leaderships,  resl is in,r  the  i-elative 

Oasures. i so l a t i on  of  t h s  d iss idents ,  have tdcen repressive rn, 
Jo in t  pol ice ec t ion stopped d i r e c t  personal contact batueen 
Folish and Czechoslovak members, although at the  same time 
correspondence between them continues anc? t:?e Cncrtcr Group 
.xis maintaine? i t s  contact with 'restern medic. The Charter 
Group i s  unde;. such pressure t h a t  it requiiied chmges i n  its 
operations, but it is expected t o  continue i?s a c t i v i t i e s .  
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N A T O  C O N F I D E N T I A L  -- ---- 

The or ienta t ion of the  group may be d i rec ted  t owed  matters of 
more general public i n t e r e s t  and concern - t h e  r ~ c e n t  paper on 
safe ty  standards i n  Czechoslovak p o w r  s t a t i ons  caused the  
au thor i t i e s  enbarrassment with the Austrians and concern a t  
home. If through a c t i v i t i e s  of t h i s  kind they can a t t r a c t  
public i n t e r e s t  and support, it could become a r e a l  problem 
f o r  the authori t ies .  A t  present,  the  public i s  generally 
resigned and withckawn, concentrating on t h e i r  p r iva te  l i f e  
2nd material  well-being. 

P o s i t i o ~  oY the  Churches 4 .  -- 
58. I n  January, M r .  Gromyko was received in  audience by 

John Paul 11 and t r i e d  t o  sound out his in tent ions  with regard 
t o  the  Conmudst regimes not  only i n  Poland bu t  a l so  in the  
other  Communist countr ies  w i t h  s high proportion of 
pract is ing Catholics. The Vatican's current  policy seems 
designed not  so much t o  bring about an ad;7ustment of i ts  
r e l a t i ons  with the Kremlin a s  t o  increase t h e  scops of the  
churches and improve the  posi t ion of bel ievers  in each of the 
countries in the  mea. 

59. The Pope is believed t o  have ra ised  the  question of 
a revision of the  diocesan boundaries between Polanc? and the  
Ukraine which would be tantamount t o  de facto r e c o a t i o n  of 
the  Soviet-Polish f ron t ie r .  He is a l so  thought t o  have 
suggested that Lithuenla become an independent diocese and no 
longer be governed from Bialystok in pol an^. The presence of 
John Paul I1 would s e t  the s ea l  on the  Vatican's recognition 
of the  geo-political s i tua t ion  in the  area r"o11owing the 
Second World Far. 

€0. On ththt? other  hand, the  Pope is faced by the  f a c t  t h a t  
nothing has been done in the Eastern countr ies  t o  give greater  
freedom t o  the Catholic comrmnzities and c h r c h ;  he must a l so  
have gauged the distance sepa-ating the  r e l ~ t i v e l y  important 
pos i t ion  of the  church i n  Poland w i t h  i ts posi t ion  in 
Czechoslovakia. 

61. His v i s i t  t o  Poland w i l l  urovide the government there  
with an opportunity for showing Its goodwil?. vh i l e  a t  the same 
time seeking t c  reap the  benef i t s  of this gzsture,  a t  l e a s t  i n  
pa r t ,  w i t h i n  context of the country's economic c r i s i s .  
The conditions in which the date of the  v i s l t  m d  i ts  main 
fea tures  were $ecided are  evidence t ha t  boL& s ides  w a n t  t o  
proceed cautiously u d  avoid my clashes. 

?-  
FL. There have been signs. a t  the s m e  time, of a 

ce r ta in  revival  of re l ig ious  prsc t ice  w i t h i n  t he  Orthodox 
comnunity (Serbia, 3onani-i). 

N A T O  C O P P I D X N T I A L  - -- --- 
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I D E  --- 

Y -1 - P-M(79)27 - 
C3. Likewise, t h e  posi t ion of the P r o 5 ~ s t a n t  chlxch i n  

512 C-e-mar Denocrztic ?epublic has bem efZ- lc t~d  by 
organizational c h a y e s .  .?iese have g i v m  it &rea"Lel. weight, 
rs witness a yecent neeting betvieen Hi. i!onecker m d  ldading 
members of the F r o t e s t a t  church, one of the  r e s u l t s  of which 
\as reportedly been t h a  release of ul c ~ ~ o n e n t  t o  'i-. para- 
z i l i t a r y  organization of young people. 

- 4 s  e c t s  of F o r e i m  Po& 3-  -_p_--- 
. The S o c i d i s t  countries have not  ~ ~ s p o n d e r l  t o  the 

mergence of China =ad the potent ia l  p o l i t i c a l  =d n i l i t a r y  
th rez t  which t h i s  r-pyssents i n  th? sam ?;2y 2s the Soviet 
Union. They h w e  done no rrore, 2onania excogtcd, -&ail follow 
the  i4oscov line a d  condem the  Chinese i r t e ~ e n t ' o n  in 
Vietnam without, hm?v?r,  i n j e c t h g  any protas t  of t h e i r  own, 
an a t t i t ude  which x f l e c t s  t h e i r  lack of convictios elthough 
the  sh?rpness of the  Polish react ions mst be no"id. 

5 None the l e s s ,  the Chinese f x t o :  has not l e r t  them 
ind i f fe rcn t  t o  the  extent  t ha t  i t  night p-o-ride 2 n e w s  of - - - obtaining more irr?edq;l of manoeuvre fron t k  Us.;::. G n  the 
c ther  hrmd, too mch pressure from Chin2 night  h e w  the  
opposite ef fec t .  

5 . Thcir b i l a t e r a l  r e la t ions  w i t h  the '-2st cad with the 
W r d  -Yorld countr ies  M i c a t e  t h a t  t h e i r  3 r s t  c o x e r n  is t o  
d ivers i fy  t h e i r  t rade r e l a t i ons  and there i s  grovrbig public 
~ e c o g n i t i o n  of the  economic interdependence o l  skates. 

"7. Bulgarie, Rungary, Czechosl.ovakiz i'ad tke CDFl have 
stepped up theii- a c t i v i t i e s  i n  Africa on bchalf 0-7 Yne Soviet 
Union. The l e t t c r  k s  found %his t o  b+ e. ve-y successful way 
3f ge;ting r o d  Mr ican  misgivings ovt r  d i r ec t  Sovis-t inv?lve- 
m a t .  k o t h c r  ~&rulta,oe of t h i s  approach is t h a t  F*1oscow1s 
p r ~ s t i g ?  would suf fe r  l e s s  i n  the  event of ,? con-lxtenps. -. k.or;.ver, these lour  countries are  not  siml>?-y ac t ing a s  agents. 
Yonsolid3tion of t h i s  t-jpe of re la t ionshi?  con~inec! with 
ac t ion i n  mrsui-l  o i  t h e i r  own in t e r e s t s  s ivcs  tl?m access t o  
thc raiv n z t s r i ~ l s  of vhich they are  i n  d i r e  seed ?.no t o  an 
L-:nor t ,?arkc t which t z s  hcrdly bccn touched.. 

68, I t?  t h s  case nf t h c  CDil, there is 3 s c  th? des i re  t o  
zec i t s  nat ional  iden t i ty  recognized by z? lx?ezsing:y largc 
sect ion of the in ternzt ions l  comqunity. Y:. 13on;.c!:e;-~s recent 
journey t o  some of the main African countr iss  an& t o  India. 
and tine signztui-e o f  t r e a t i e s  of co-oner~-t?on a d  fr iendship 
with k g o l a  end I~iozunbiyue, were in . ? u - ~ ~ I c ~ ~ - c ~  o Ll is  ain. 
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c-r t (927 -17- 

9 .  3onzIIa h?s continge.' t o  ~ ~ 0 7 i d . 5  evidence of j ts 
wish f o r  hdepencenc  i n  foreign ~ o l i c y  r~r-l-;rs & r i n g  -;he 
2as t  six non-ihs. 3:s a t t i t u d e  i s  i l l u s t x t ? r '  by: 

70. 'L~IP r e l a t i v e  to le=xe  shorin by t h e  Sovie? m03 
can pe rhpp  be e:-pleined by t'le t c c t i c z l  s!:ill 0-7 t h s  ??omMan 
leaclei-s a. cc2ltaLizFn; on t%c l i d i s  t ! i?y sze t o  Soviet scope 
f o r  act ion or =gain 5y ivioscow~s delibera::? Oecisicn t o  r e f r a i n  
from demanding t o t S  conpornity on foreign nol icy  matters fron 
i t s  a l l i e s .  3 e  fect remains, ho?~ever, thzt in the af ternath  
of Nr. .k-li-ei_ts v i s i t  t o  Koscotr (29th Janmry t o  2nd February;, 
the  Romaninns hzv;. t&en the r e ~ l i s t i c  view " h a t  fol?.owing the  
o?en con f l i c t  i n  F?wernkx-, it wns  provisloaal ly advisable t o  
cone to terms with !+?o=cow, a t  l z r s t  i n  pcrt .  

71. Loolring zhead, thc-r-. i s  not;?- t o  inc:icate tk2 t  
.:.omanials pressnt  policy, as  fcmda ' l ed  b'f the pz-tjr leader- 
ship, w i l l  be noc3tied t o  any great e;rtent. 

72. During t:!;. pzriod unc!e- review, S q o s l a v i a  has ircnt, 
by an? large. 'io i t s  prcvjou:: cnsi t ion on ii1;;emational a f l n l r c  
and ?.zs contimed t o  vork towards the co?solidetion of i t s  
in t s rna l  cohesion. 

7 : .  Cub:_? nilitmy co:-ez i r ?  L:.f-~.icc, - 5 e i r  rcp=rcucsions 
on t .?e  non-align:,.? covment,  Vi-tnazsse violekion of the 
sovereignty znd t e r i i t o r i a l  inte-mlty of Caubodia, Bulgaria's 
refusal t o  r e c o ~ i z c  t h e  nntional rmd cul.';u:-al "idccti-tym of 
Xzcedsnia, ha-;- GI hem shzrply denounced by the Selgrade 
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leaders. Their a t t i t u d e  i s  proupted by tAe obvious des i re  t o  
stanp out  any tendency towards the  prolifcra ' t ion of "precedents" 
which could e q o s e  iAc federat ion first +a i so l e t i on  and l a t e r  
t o  bterferencs desigaed t o  bring Yugosla-rie back in to  the 
"orthodox SociaListn "old. Yugoslal-iaas 6iplomatic e f f o r t s  
have consequently been directed mainly tortar-ds t h e  relaxat ion 
of tension be'ir*eer. the African countrins aod in the  Arab world, 
t : ~  ourpose bci ix  t o  r o i l  th?  more " r 2 d i c ~ l : ~  -2zndcncies 
o s  t.c;.ed, moly  othc .s, by Cuba. 

75. To e n s c e  a bs lame i n  the  Balkens ,  Yugos?.avia f inds  
Ltsl?lf strid%: 

- on t h e  one hand, t o  conzolidate i t s  p o l i t i c a l  
and e~opnmic re la t ions  with the  Yest; 

- on tile 0thi.r hand, t o  put its r e l e t i o l s  w i t h  
the Soviet Union on a normal footing. A t  the  
same time, Belgrade has expressed its deter- 
mimtion t o  r e s i s t  any p r e s s u ~ e  on the way in 
vhich it conducts i t s  e::terilal o r  L?te=l  
policy, re,-dless of whether such pressurz 
is e::erted W e c t l y  f r o m  Pioscow o? by m y  of 
the dis9ute w i t h  Bulgaria over Macedonie. 

75. The Belgmde government seem par t i cu la r ly  concerned 
t o  reassvre tloscm about We reasons f o r  YugoslevieIs interest 
!.n Chinats rea?pe:rmce on the i n t w n a t i o m l  scene. 

77. Acco=~Wxg t o  the  s o s t  recent  hfo-=ation, 
President Titoss visit t o  the  Soviet Union, E?e r ~ p e a t e d  
postponeioent of which was connected with tke  s h a ~  e:-changes 
vhich took place riu=-L3g Vr. -%a Kuo-feng's *-sit t o  t h e  
Balkans and v : i t h  events in South-%st Lsie. w i l l ,  in principle,  
take place next fky. 

78. A t  hone, the  need f o r  nat ional  co3csion 2nd f o r  
so l i 6a r i t y  wiA& 51c leadership and the c'r-ei;?s of balanced 
economic growth continue t o  top the list of y ~ i o r i t i e s .  These 
needs a r e  being f e l t  a l l  the  nore keenly in L&e l igh? @f the  
 owin in^ concern f e l t  even in o f f i c i a l  c i r c l e s  over +he obvious 
6 i f f i c u l t i c s  a i d  c o n t ~ a d i c t i o a s  trhicb have z~pezrcd in a 
number of areas, including the d i s t r ibu t ion  of inco-;2e, 
unrinployment, the i ~ d l a t i o n  r a t e  an6 the t rade  gap. 

79. Action Peal with these d i f f i c ~ ? - t l e s  arid t o  t e s t  
the  machinery fo? t h e  col legia te  exercise o: power, designed 

prevent a s ingle  ixdividual from Wing too m e a t  a share 
of the  l imelight  during the t r ans i t i ona l  pkese, his taken 
shape with t h e  introduction of e -ysteil of yotation f o r  the 
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chainanship of the League of C o ~ i s t s .  The initial 
eppointment, for one year, has gone to irlr. Branko Klikulic. 
believed to belong to the hard-liners in Lye Presidium. 
Zvidence has fwAher=lore bzen noted of tighter control over 
the process of economic expmsion as well as of an increase 
in the warnings issuad to op~osition groups both at home and 
abroad. 

Albania 2-  - -  
80. In foreign policy, the bre& with Chine has not led 

to any major chang: in Tiranats policy, which is b~sed, in 
substancz, on political isolation. 

81. Following *he withdraw21 of Chinese aid, economic 
cllfficulties have increased. Nevertheless, a ~ d  given that the 
-4lbanim econony is far from beiq consme---orientated, the 
additional difficulties encountered by "he ponulation do not, 
at least for L\e moment, seem likely to pose a serious problem 
to Lye leadership. In any case, the latter seems to have come 
round to the diversification of b d e  outlets although the ban 
on the acceptance of cradits, written into the constitution, 
raduces the oppor-ties for an expansion of Albanian foreign 
trade. 

82. The-e is no sign at present 025 any posslbls return 
by Albania to '&e soviet fold and HI-. Shehu, spezkhg last 
December before the Deople's Assembly, indicated that relations 
between his country and the 7est %ropean countries were 
rastricted to ti-ads. 

83. Although nistrust of Yugoslavia has been confirmed 
and tile attacks on Vitoite revisionism" ane Belgradets policy 
t o w ~ ? s  the Koso-$0 ninority continua, Yugoslavia has become 
Tirana's main traang partner and certain projects for economic 
co-operation between the two countries are under consideration. 

B?r. Signs of a xore open attitude t m ~ ~ d s  cerL& 
Aropeen countries have continued in racent noaths. In the 
short and medim term however, it seem eat this lowering of 
barriers will be restricted to trade and, on a smdler scale, 
to cultural exchanges. 

85. At home, there has been no change I n  "te leadership, 
the position of whose individual members renains intact. 

N A T O  C O N F I D % N T ~ & ~ &  ---- -- 
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