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PART ONE

A Summary of thc General Situation

The apparent stability of the Soviet Bloc satellite states
was scricusly shakon during 1956, The immediatoc cause was the
dcnunciation of Stalin at the 20th Party Congress, which undermined
the authority and prestige of the satellite régimes. Prcssurc for
rcform in certain intellectual and governing circles and factionslism
within thc satellitc Communist partics had gathered strength,
cspeceially in Peland and Hungary. Tito's apparcent success in
obtaining Sovict acquiecscence to his independent coursc was another
facteor. But thc basic cause was the pent-up resentment of the
Eastcern Buropcan masscs themselves against Soviet cnslavement,
prelitical and cconomic, and against the local Communists who
governed in the Soviet interest. Young pcople, who have known
littlc but Communist rule, were the most vehemont in their rcacticn,

2. Eveonts in Peland and Hungary have dcmonstrated and
accentuated the inadequacy of the Soviets' idceological grip on the
satcellites, but the Sovict Government is determined to keep the
Bloc togother, if nccessary by forecec. The minimum form of Bloe
unity is the Warsaw Pact, but this docs not mean that thce Seovict
Union's motives arc sclcly or cven primarily stratcegic. No doubt
the USSR 1is persuaded that its military sccurity requires tho
forward deployment of Sovict forecs in the satellite arca, scecurc
lincs of ccemmunicaticn te thesc forces, and ntilisation of the arca
for Soviet air defence. Apart from thesc strategic considerations,
the USSR weculd sce fundamental political rcasons against abandon-
ment of 1its positicens in the satellitos. The 8ovict lcaders have
seen that, i thoir autheority is challonged in onc satecllitc, thoro
is a danger that the challenge may soon be repeated in onc or
other of the rcmaining satcllites and that in less degree the
infceticn may sprecad cven to the Soviet Unien, They fear that if
thoy make coneussions at onc point, they may be foreced to make
disadvantagcous concessicons clscewhere.

3 The Sovict Gevernment have carried cut a fairly success-
ful blecking cperaticn in Iastern LBurcpe, Poland has been partially
isolated. Hmergency action has erushed the armed uprising in
Hungary. In thc cther satollitces, internal disciplince has been
firmly cnforccd and the pill has been gilded with some cconomie
ceneessions.  Steps arce being taken teo bind the ceonomics of the
satcllites mero tightly te the Seviet Union.

NATU CONFIDENTIAL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO CONFIDENTIAL -2
0

L. Secviet actien has, hewever, been a blecking actien and
ne mere. Many of the ferceces which lod te the upheavals in Peland
and Hungary cxist, though in a wecakcer state, in the other. satel-
lites. Thesc forces have been kopt beneath or driven back be-
ncath the surfacc, Thoir centinued existence there faccs the
Sevicet lcadgrs with a long-term problem.

D The problem would not be s acute but for Pclond's suc-
cessful agsertion of relative independence under Gemulka's leader-
ship. Tho Scviot Union's vital strategic stoke in Poland and the
coennecticn betwoen the Pelish and German preoblems make it practi-
cally impossible for Pecland to be complctely cut off from theo rest
cf thc Bloe as Yugoslavia was in 1948, Yct the challenge pre-
scnted by Peoland appcars mere radical than that prcescnted by Tite
in 1948. Wherceas Tite's quarrcl was with Stalin and was only sub-
scquently raticnaliscd inte a challenge te the Sevict system,
Gemulka's ccurso in Peland is o challcenge te the Scvict system
itsclf frem the very start. The futurc cvolution of Communism in
Lastern Europe is likely te depend on the cxtent te which the
Scvict leaders can treat Peland as a mecmber of the Bloe withcout
permitting others to copy Pecland's example, and on the cxtent te
which the Peles can cconseolidate and cxtend their independent way
te Socinlism withcut proveking the Sceviet Unien te military inter-
vention,

6. The Eastern Zocne eof Germany is overshadowed by the
Fcderal Republic and "Naticnal Communism' therefeorce never develeped
there as it did in Peland. The Socialist Unity Party (SED) is
totally dependent on Soviet suppert and the Scoviet Unicn would
hardly risk having a less cppressive régime there. Zven if the
Scvict leoaders were inclined to slacken the rein in the cther
satcllites, they would be reluctant tc slacken it in the EBastern
Zone, in view of the dangers invelved feor their pesiticen.

P {® Tho Scvict and satcllitc leaders now have te strike a
balancc between conecssicns and discipline as mcans of rctaining
contrel and keeping popular discontents within bcunds. At present
the Scovicet formula scems te be to grant scme ceceonomic cconecessiens
whilc tightening pelitical and ideclegical disciplinc.

8. The 1sclation of Yugeslavin has inecrcased, but the uncasy
balnncc in which the Scviet leaders find themscelves is shown by
their ambivalent and Tluld attitude te Yugeslavia. On the cnc hand
there have beon prefessicns of a desire feor fricndly rceclaticons, and
en tho other hand sharp criticisms of the Yugeslav attitude and
some with-helding of Sevict cconomic aid. The Soviet lcaders arc
rceluctant te bechave tewards Tite as ruthlessly as Stalin. Scoviet
foroign pclicy, morcover, can hepe te derive semo advantage from
Tito's pesiticen.

9. Within the Scoviet Unien itsclf, cvents in the satellites
coming on tep of the shock of destalinisaticn, have had rcal reper-
cussiens, These have net cndongered the Scvict réeime, but have been
sufficicnt to causc the Sovict lcaders te take new steps tc curb the
intclligontsia and teo provide scme palliantives for ceencmic disecntents,
The impertant fact romains that, thanks tc their cwn pclicics, the
Scvicet lceaders are now cxpcesced to certaln pressurcs frem belew, This
and the widespread burdens impcscd on the Sovicet Uni-~n by ambiticus
pclicics at home and abread make it likely that the reeent woubles
in BLastorn Durcpe will prove to have been the beginning of a leng
prceess of rcadjustment. In the long run the fate of the Eastorn
Burcpoan pceoples fundamentally depends con develepments within the
Srvict Unien itsclf.
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B: Problems with Speeial Implicaticns for NATO

10. Uprisings in the satellites may cntail the usce of
Sevlcet feoreces in arcas cleose te NATC territery and thercby
invelve dangercus dtunticns for NATU. In asscssing this risk,
attention must primarily be paid tc Peland, the Scvict Zone of
Gormany and Hungary.

Explesive Potentinlitics in Peland

11. In Pcland an cxplesicen misht result from internal develep
ments or frem cxternal pressurc., It internal develepments in
Peland lcnd te o morce fuar-rcaching deoparturce from the Sovict-type
cf Communist statc, Scovict ccuntermeasurcs will be intensificd.

In the Pclish Communist Party, the sc=called Notolin group sceks
tc unde the rot'erms brought wbeut last ycar. Phey lack popular
suppert, but may act as a nuclcus fer anti-Gomulka clements, and,
by ¢xplciting pcpular discentents and ceoncmic difficultics, they
may try, with Scvict backing, te ehnllenge Gemulkn.  An uphcavnl
might alsc arisc from the cppesite quarter - frem intensificd
popular pressure of an anti-Cemmunist nature. To influcnece pcli-
tical develepments in Peland the Scvicts will in the first instance
use pclitical and cecneomie pressurcs, but if neeessary - if the
Socialist crder cor Pcland'c membership in the Warsaw Trcecaty
Orpganizaticn is called inte questicn - an armed interventicn is to
be expeeted.

Pessible Implicatirns for NATO

12, Pclish unrcst, unanccompranicd by active Scviet inter-
ventien, and tnking such ferms ns strikes or factisnal struggles
in thc Party, wculd presumably not invelve the West. If, hewever,
there were an overt forceeful interventicn by the USSR it is likely
that the Pcles would offer armed resistance. A shcoting war be-
twoen tho USGR nnd Peland wonld net, in itsclf, invelve NATO, but
it can be assumcd thot the Peles would in such circumstnncces make
cvery ceffert te invelve the Viost, for this would be their ~nly
means o avelding the fate of Hungiry. Seme of the Sovict armed
forces weuld be previded from the Seovicet Zeonce of Germany and
Tighting cculd easily spread te this aren.

13, Tho¢ Soviet Government would contend that an armed con-
flict in Pecland wag instigntcd by Western imperialist circles
including thc Federal Republic of Germnny. They might cven try
te provoke incidents te make this ecntenticn mere plausible, The
WU$21WCUId therefore have te take cvery precaution te cocunter such
tncties.

14. Thc precisc reacticon of the NATO powers te Scvict-Peolish
armcd cont'lict cannct be determined in advanec. NATO members *
should immedictely censult on apprepriate acticn., They wculd need
tr ecnsider the danger of world war sheould the Viest become in-
velved thrcugh preoviding ferees, arms, or veluntcers; how the
cenflict could be lceealised; and what diplematic, pclitieal and
othicr means would offer the best prrspeet fer upholding Pelish
indupendencc.
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Explcsive Pctontialitics in the Eastern Zonc of Germany

15. Fecr the »resent, cexplcesive develepments in the Lastern
Zzone ure unlikely. The neliey of the German Federal Republie and
cf othuer NATU pewers is that of cnecuraping the pepulaticn of the
DDR ter keep calm, During the Hungarinn crisis the Germans east of
the Zrnal berder remained aquict., The Hungarian example probably
cenvineed them thot this attitude was right and that sclf-discipline
is nceessary in any futurc erisis. Ameng the pcpulaticen of the Zone,
the view is prevalent that the reunifienticn of Germany sheuld net
bc jeepardised by ill=ccnsidercd moves,

Pcosible Implicaticns for NATO

16, If large-senle cxplesive develenments should neverthelcess
cceur in the Dastern Zeone, the West iy teeeme invelved., One of
the neuralgle peints in this conneeticn weuld be ¥West Berlin, where
the pepulaticn weuld need te cxereisc the greatest restraint. A
conf'lict in Iast Berlin coculd cnsily spread te ¥lest Berlin., Under
the Paris Agreoments, any attack on Vest Borlin weuld cercate the
cnsus focderis for NATU, A dangercus situaticn could alse aricce in
the cevent of tipghtinge nleng the Zcnal Border.

17. The rcacticns of NATU tc scrious ecmnlications in the
Lastern Zone would have t2 be determined in the light of circumstances.
NATO rceactien weuld have t boe immediate tc be ceffecetive. Its cbjeet
sheould he te moke it eclear tro the Scvicts that HATO is determined to
held 1ts positicns and thereby te prevent Soviet miscalculatien whiceh
misht lend te pgeneral var. Purthermerc, it shonld be cmphnsiscd te
the Sevicts thit the pepulatien of the Lastern Zcene is part of the
Germon naticn, as is reecpnised by the USSR itsclf, and that ruthlcess
represusicns or non-cbscrvance of humaniterian principles in the
rastern Girne would incevitably crceate the mest sericus reacticns in the
Federnl Republic of Cermany ond in the West generally.

18. In additien, NATC wcould neced agnin tc ccnsider what cther
meuns might be usced pelitically or diplomatically, te induce a re-
linquislment of Russiaon ceonirel cver the uostern Zonc and te bring
abcut the rcunificatirn ot Germany in frecdom:  the essential idea
weuld be te presont proncsals te the Sovictes which, under the pressure
of cvents, they micht be willing to consider 2t such o time.

Lxplcsive Petentinlitics in Hunpgory

19. In Huncary, the cdds arc that the pcople will be prudent
cnourh te aveld o rencwnl «f larae=scale blecdshed. The Russians,
using cnly their ferces at present in Hangary, could quell any up-
rising which eculd be erganized asninst thor.

20, If fishting brecks ~at in Hungary,moves should be made in
the United Raticns and world opinion mebiliscd. NATO members sheuld
crnsnult in corder tc work out o ccommnon aporcach te the situation.

C: General Policy Consideraticns feor the Vest

Egﬁturn Alms

21. As a leng-term adm, the Viestorn Pewers weould wish to sec
all the satellites freed frem Scovict deminaticon and cstablished as
indevondent nand demeeratice States with ne fercign troops cor basces,
There is however no immediate preosncet that this aim can be realised.
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22, In the short term, the brcud Viestern aim sheouvld be to
maintoin the meralce ¢f the satcllitc peceples and te fester the
spirit of non-nceeptance of Mescow-impesed Comwnunist régimes, of
Sovict gictatinn, ana of the pruscnee ¢f Sevict troeps (whcrc this
npplics).

23, he c¢stablishment of a "Naticnal Communist” régime, in
any satcellite is desirable as o first stage towards greater inde-
pendenee frow Moseow.,  But oppreovel of “Natiensl Communism” shculd
o no further thoan this for many reasens, ineluding the undesirabi-
lity for breader purpescs of forcign pelicy of appearing te approve
of Communism in any fcorm.

estern Attitudes

2L, In present circumstancces the ¥Western Powers should aveid
enceouraging the satellite peoples tce use feree in the pursuit of
their aims.  There weuld be ne advantace te the Vicst from ineitement
t: sabotage, ricting or pucrilla opercotiecns in any cf the satellites.
Strikes and peaccful dcmenstraticons, if they werce tc occur, might
play 2 valuable part in erystallising pepular eppositicn te the
cxisting répimes in these zatellites which have remained relatively
quiot (Czecheslevakia, Bulpoerin and Reumanin).  But in Hungary cven
this mipht dc¢ mere harm than gced, and the Pest should be chary of
attenpts to stimulave cven peacceful demenstraticns.

25, It is in the inturest of the ‘lest t~ maintain diplematie
missicns in the satellites.

26, The ‘Yestorn nttitude te the Pelish régime is of crucizl
impertance, In Pecland a depree of "inticnal Cormunism" or inde-
pendenee frem Meosecw appears to have been nehicved. The Vestern
adm must be te prevent the precarisns balancce which sustains
Gemulke froem being; upsot, whether by cecncmic difficultics, of by
a Stalinist rcvival, ¢r by a pepular rush towards liberalism pro-
nounced cneugh te proveke Russian interventicn. Over cmphatic
Jdestern sunpert for the present Pelish Gevernment might handicap
Germlka in his denling with the Russinns. NATO peliey sheuld scek
to extend diserccet help te Gomulka te the extent that that is
neasible without prevoking Secvicet countermeasurces.

Trade and Aid

27. It would be unrealistic tc contemplate weaning the satel-
lites away f'rom the Scviet Union by economic and financial means.
Trade with the satellites should be encouraged where the overall
balance or advantage clearly lies with the West. There is, more-
over, preobably some advantage in reducing the degree to which the
satellites arc economically dependent on the USSR. In practice
the main difficulty is the satellites' lack of foreign exchange.
There would bec ne point in the Western Pcwers relieving the
satellite and Soviet Governments of this problem by offering credit.
Polgn% may dcserve somewhat more liberal treatment with respect to
credit.,

28, There can be ne question of aid for Albania, Bulgaria,
Czcchoslovakia, the Tastern zonc of Germany or Roumania. Hungary
vresents a dilenma for the West, It is desirable nelther to bolster
the Kadar régime nor to dishearten the Hungarian people. NATO
policy 1s to try to concentrate on gcnuine relief goods, which should
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be distributed if posgsible as gifts to the ncedy dircetly throeough
the Red Cross and other voluntary bodies, and te refusc to provide
anything which wonld assist Kadar and the Russians in their task of
rehabilitating the Hungarian economy.

Cultural .ixchanges

2. Cultural and cther reontacts with the satellites are under
continucug review in the Committec on Infformation and Cultnral
Rclations. As reccnt cevents have proved thit the Russiang have only
succeeded in supprescing popular unrest in the satcllites, and not
upreoting it, there may bc a case for devoting te the satcllites a
greater proportion of any efforts dirceted at the whele Soviet Bloc.
Projects nust all be judged on their merits, whieh will vary from
country te country and with the varicus types of ceultural cxchanges
possible. In principlc, the *cst should try teo 1limit the satellite
exploitation of large-scale cultnral manifestations or high-level
visits, und in duc course should seck to develop prefessicnal and
cultural exXchanges, as well as student visits Tor the purposc of study.

30. In this ficld Pcland ngain descrves cxeepticonal trcatment.
Lxchanses with Peland should be alleowed to cxpand normally up to
whatcver limit the Polish Government will tolcratc. There should
be no pressure from the Western side but rather a natural expansion
of contacts.

31, The .asterit Zone of Germany is a speceizl casc and is
prineipally the conecrn of the Federal Government., It 15 necessary
to bear in mind thce desirability of not helping the Pankow campaign
f'or intcernntiocnal recognition.

32. Undcr present eiremmstances eunltural cxchanges with Hungary
should not be cnecouraged.

Public Upinion

33, 1he enormdity of Sovict action in Hungary must be kept
preminently before world publie opinion., It is an ideal thome for
influcnecing opinion in uneermitted comntrics. By this means moral
prescurce is applied to the Sevict Government and indircet hoelp
given to the satcllite peoples as a wholc and Poland in particular,
Lvery available forum and cspeeially the UN should be usced for this
purposc.

3L, Information c¢ffortis dircetcd towards the satellites should
be desicned to interest and cncourage thesc groups which arce pressing
for rrcater liberalisation and ror indepcendenece from the USSR.
However, the prograumes should not be provocative or purpert to give
active dircetion to such ulements., Particularly to Poland, Hungary
and the ilastern Zonc of Germany, '/cstern information medin should
keuep a culm, factual and non-scnsational tonc.

NALTCO COMPPTDENTIAL -6-
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(Country by Country Studies)

SOVIET CCCUPIED ZONE OF GERMANY

35. Aftor thce 20th Party Congross, Ulbricht rcacted quickly
agninst the deniands for destalinisation by intellectuals and party
members. Destalinisation was kept cntircly in the hands of the
leadership. There was no outstanding naticnal Communist lcader
around whom an opposition could rally. Only modest conecessions
were made, and extensive and detailed scvcurity measures were applied
In its propaganda thc régimc repeatedly points to the catastrophe
in Hungnry and makcs 1t clear that no "climoate of demands' will
be ullowed to develop. The régime is mecting difficultics in
manipulating its schemc of Workers' Councils. The desirc of
lower-ranking officials to reinsure themselves politically against
the risks of thce fatuarc crcates some internal party difficulties.
The régime also faces difficulties in rcspect of the rcliability
of thc NVA (National Pcople's Army).

36. The stationing of large Sovict forees in the BEastern
Zonc is a paramount rcquirement for Soviet strategy vis-d-vis
the West, for Soviet cneirclcment of Poland, and for the maintenance
of thc Pankow régime.

37. The Zastern Zone is facing cconomic difficultics. The
1956 plan was not achicved, and it has as yct not proved possible
to druw up 2 plan for 1957. The fucel shortage has been accentuated
by a drop in Polish coal deliverics. The conccessions which the
governmont has fclt obliged to grant to the consumers arc adding
to its difficultices. Pensions have been inercased and working
hours arc being rcduced in industry. It rcemains to bc secn whcether
the government will redeem an carlicr promisc to abolish food
rationing by 1st April. In rcsponse to an appeal for assistance,
the USSR, under the agrcement of 8th January, has promised to
inercase deliverics of critical materials and has opencd a credit
in frece currencics amounting to 85 million dollars. The USSR had
alrcady agrced, in July 1956, to reduce occupation costs by
360 million dollars and to raisc thc price paid for the Zonc's
uranium orec.

38. The Pankow régime clearly does not cnjoy popular support.
Opposition to it, particularly from thc university youth and the
intcllcectuals, continues despite countcrmeasures. The Last Germans,
who rc¢mcember miuch higher living standards and who tond te look
down on Sovict cultural prctensions, chafe under the Sovict yokc.
Howuver, with memories of the dénoucment of the Berlin rising of
1953 and of thc crushing of thc Hungarian revolution frcsh in
theilr minds, the East Germans, desplte some passive Y"go-slow'
tactics, arc unlikely to ¢ ontemplntec revolt as a practical way cut
of thcir plight unless dissatisfaction bccomes a good dcal more
acute.

POLAND

39. Whatcver view the Sovict lcaders may have of Gomulka,
he, at any ratc, stands for thc maintenance of Cormunism and they
have ngreced to do business with him rather than embark on the
risky coursc of military action against a united govermnment and
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people in n most scensitive oren, It i1s doubtful, however. whether
nny cleur nnderstanding has boen reached between the Soviet leaders
and thoe Poleus as to the limits to which the lattcr can be allowed
to go. Poland cannot rid hcerscelil of the Sovict forecs cn Polish
Gell or of her Vinrsaw Treaty ties: thisce are the minimum Sovict
rcquirements,  PFut 1t is unlikely that the Seviet Government have
cxpressed straightforwnrd approval for Polish attempts to develop
broad cconomic “nd othur links with thoe VWest. In matters of this
sort the Polish dilemma is te know how far they can go without pro-
voxingz the Russians. The Russians' dilemma is to judge at any given
Gtoge whethoer the cumulative ceffect of Pelish peolieices is such that
the Govict Union nmust intervene. As time goes on, the ~onscquences
of overt intervention would become morc portentous.

4O, Poland has to somc cxtant become o forcign body within
tne Sovict bloe. The process of destalinisation has bcecen carricd to
congidernble longths., The machinery of terror has largely been dis-
mantled.  Though tho press remrins partially nuzzled, speceh is
reasonnbly free. Jamming of Wustern broadecasts has been abolished.
Jeeentralisation, democratisation and Socialist legnlity have beecome
more than slognns, Many Moscow-lince Communists have “een climinnted
Irom c¢sscntial Party and Government posts. Private cnterprisc in
smrll trnde has becn restorced and collceetive farms have been allowed
to dissolve nt the wish of their members. kajor concessions have boeen
mnde to religious feeling: a development of grcat importance in such
o protfoundly Catholic country. There is also a genuine move, now
strengthened by a partial rationalisation of ¢xchange rates, to immrove
rcletions with the West.

i1, Nevertheless Gomulka is a Communist, and his Government
2ceepts the doctrince of the dictatorship of the prolctariat. Though
he iy dislike membership of the Bloe as the Joviet leaders understnnd
it, he has no choice¢ in the matter beecausc of the threat of Sovict
intc¢rvention.

L2, Lconomic difficultics have to somc cxtent been aggrovated by
the liberalising mcasures in the agricultural sphere which have dis-
locatud deliverics. Reccent incrcascs in wage rates and 1in prices re-
ceived by the peasants for their wroduce have lecd to sharply-rising
moncy incomes. Toe mateh this inercasce in purchosing power the gov-
oranent has ent back investment and hus raiscd lmimperts of consuncr
ifoods. In spite of thesce measurces the thrcat of further inflation
rcehinins serious.

43. In her fercign trade poliey Polund scems to have achicved o
substantinl degrece o' independenec. The other satcllites and the
USSR itsclf have hid te neceept n marked reduction in Pelish coal
cxports nnd higher prices fler thoem, while cxports to the iest woerc
morc or 1css maintainced. Poland has not rencwed an agrceement with
Finlsnd which previously involved scttleient in roubles of her trade
surplus with that country, and is now looking for ercdits outside thc
hloc. But, although Poland's trnde with the West has inercased until
it now nccounts for about hall of her forcign tradce, the basie frcet
reiindns that she is ceconomically dependent on the Sovict Union.

44. Gomulka's stand ngainst the Russians has made him 2 nationnl
rathicr than a Party hero. His f'uturc ceontrol of the sitwation may
depend on the extent to which his personal prestige enn withstond the
criticisms likcly to be causcd by cconomie troubles. His personal
triwnph in the cleetions should strengthen nis hand against the
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Stalinist opposition in thc Party, but the Stalinists may hope
to c¢xploit Pelish discontunts against him, If Gomulka is un-
seated, c¢ither by Sovict proessuarce, Polish discentent, or ill-
health, there i3 no other public figurc now in sight who could
conmand the situation.

CZECHOSLOVAKIA

L45. Czcchoslovakia hus emerged from the reecent turmeil as
the model satellite. The deecisive cvent nippears te have boen the
Purty Confercnece held in Junc 1956 at which the Party lcaders
took timcly measurcvs against the first sipns of popular ferment
and dangercus thoughts. The opnressive poliec system rcemains
officially undiscrcditod. The Czceeh luaders arce Tortunate in that
the Stalinist poliecy of forecd industrianlisation affceted the
comparatlively advancced Czcech ceeonemy less adverscly than the
cconomics of the other satcllites.

L6, A few conecessions have been made. The unpopular Cepicka
(Gottwald's son-in-law) was dismisscd as a scapegoat: there have
been various measures of decentrolisation; and Sovict cmblens
have been quictly rcemoved from public placces. But therce has boen
no genuine liberalisation, nand students and writers have been
firmly eontrollced. Forced colluctivisation continucs., Therc is
no supggesticon of a Czeeh road to Scocialism,

L47. By iDastern Suropean standards the Czech cconomy is
h¢althy, and the standard ef living high (though both comparc
unfavoeurably with pre-war standards). Chicfly becausce of the
impaet of cvvents in Poland and Hungary, the 5S5=yecar plan is being
rcdrafted. Some shift may be cxpected in capital investment and
consumers arc likcely to rceecive some benefits. Czcechoslovakia
is the only satcllite which has not had te scck substantial aid
from Moscow, Indced, the cconomy is still ablce not only tc help
the other sntellitc ceconomics, but also to take 2@ leading r8lce in
Sovict bloe ceonomic penctraticon abroad, c¢spceially in the Middle
Lust and South-c¢ast Asia, The Scovict Union attaches impertance te
ceenomic mensures as a means of cnsuring continucd Sovict contrel
and the Czech ceonomy is being incercasingly integrated with the
Scvict and liast German cconomics. The USSR hns promiscd inercascd
?ul%VurluS of' iron orc¢, grain, aluminium and chromc stcel during
957. '

48, The Czcch Government appear to be confident, and there
1s no scrious unrcst. The leaders have shown prudencce in handling
ideclepgicnl shifts. They have been helped by certain strnbilising
factors such s the obscenee of Sevicet troeps in the ccuntry to
exiicerbate national susceeptibilitics, by the comparitively geood
ceonemic conditions, and by the unexeitable naturc of the Czcch
peonle.  The lesson of Hungnry nnd the searecly veiled threat in
the Sovict-Czcech joint declarpnticon that Sovict forcces would
intcrvene if there werce trouble will also serve to kecep thoe Czeens
quict. For thc futurc, Czcch policy is likcly tc stay prudent
nnd direceted towards thce maintenance of their present advantages,
whllce remaining subscrvicent te Moscow. The only likely choanges arc
seme ceonomic conccssions requirced to sceure greater productivity
and co~-cperation from the pceople.
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HUNGARY

49, Cinecc the beginning of 1957, the attitude of Kadar and
Eis Seviet masters has steadily hardencd and previcus signs o Q
rendiness to compromise with the Hungarian pcople have boen aban-
dened.  viitth the propgressive reconstruction of the pelice apparatus
nnd the Party, a rcign c¢f terror has steadily develeped. Russian
trocps arce not thumsclves active in the eampaign, but arc prescnt
in forecc nnd would ne deubt intervence if nceeessary. Earlicr
promisces of 2 breadening of the régime have net had any significance
in practiecc. Inscfar as the répimc has any trcadth, it eonsists
in the faet that the Cormunist leadership now cmbraecs scveral
aghercnts of Rakesi as well as Communists of cther shodes (cexeluding,
of ccursc, thosc of the Napy persuasion).

50. Hungarian industry is in a stoate of ehtos, and preduction
at o lew level., Sipgnificant numbers of cxpert technicians and
skillcd werkors hnve fled the country. Hewever, the situation is
slowly cvnsing and censiderable ald frem the Sevicet Blee in the ferm
of fucel, raw materials, censunmer gecds ~nd fereign cexehnnpe is being
made available., There ean he ne deubt that, or ot iceqast v year,
there will be o wide sap between fungarion preduction nnd Hungorion
needs, Inflation is an dmminent peossivility. Hungary will be a
1inbility for some time te the Sovicet Bloe.

51, The Kodar régime have not withdrawn (and perhaps cannot
rescind) o number of concessions made in the ceonomie ficld. The
abolition of compulsory agricultural deliverics has heen confirmed.
Over halt of the nrovicusly cxisting colleetive farms have disbanded
and membership is in futurc suppesced teo be “"veluntary'. llore con-
sunmer peoods nre promised.  Small private cntoerprises may dbe ro-
¢stablished and artisans arce being cnecuraged te take up their former
tradus. These concessicns will mean little or nothing to the in-
dustrinl workers fiaced with uncmpleyment and with their workers'
councils reducced te subscrvicncc.

52. 'There is ne indieitien that the Xadar r&aime, entircly
dopendent on Soviet military support, is being successful in se-
curing populnr nceeptance from the Hungarinn people. In foct, 1t
sppenrs that a stalomate exists between the régime and the pecple,
and the spirit of strong passive resistance shows few signs of
“bntement. IFor its part, the rigime scems determined te wear the
nepulation dewn and te ecnvinee it of the danger and futility of
further resistance.  Altheush fairly larpe amounts of arms mast
5till be veercetly coched in Hungary and reports of anti-régime
partisan netivity continue to be reecived, it is unlikely that
another large-senle outbrenk against the sovernment will take plaee
in the nesr futurc. Peopular attitudes of resistance to the régime
will persist, however, nnd the masses will undoubtedly attempt te
dc cverything within their power te hamper the effcetivencss of
Kndar's rule,

ROUMANTA

53, Phe Roumanian régime has accomplished the changes te
Aestalinisation and hack apgnin to 2 harder line with the minimum
of dislccation., The old leadership has remcined firmly in control
throupheut, Past difficultics have been cxplained away by blmingz
them on the lenders who were climinated 1952, Therce have been
5lipght relaxaticns such 2s the release of some pelitical prisencrs;
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but pelice centreols were always offcetively maintained, and sinec
the Hunparinn rising they have been intensificd. Russioan troops
remain in the country (and on very differcent terms from thesc
obtained by Gomulka), Therce were signg of trouble ameounsg the
Hunearinn minerity in Rcumania it the time of the Hungarian revelt,
but the Gevernment quickly crushcd this. A very firm srip is
being maintained en the intelligentsia and students. Onc of the
principal members of the Communist leadership has boen mnde
Ministcr of Educntion, In swum, therce is ne sign of open challenge
te the régime.

4., Tt is only cn the ceencmie frent that there arc clear
sipgne of o precadiness to make some concecsiens, There were small
incrcases in welfarc bhenefits nt the time of the Hungarinn rising.
These were followed in December by promisces of inercascs in min-
iman wagces, by the cancellation of compulscry deliverics or agri-
culturnl precducts (apart from mcat ~nd weel), and by measurcs of
deeentralisation in trade. After the Hungarian cvents, the
ceoncmie tics with Moscow were renffirmcd and the Scvict Unien
grantced seme much necded assistance in the ferm of ercdits and of
canccllation of debts. Soviet grain will bridge the gap between
last ycar's bad hnrvest and the 1957 harvest.,

55. In 1956 the Roumnninns appearcd particularly cojger to
develop cultural contacts with the VWest ond a few strictly stage-
managed cxchanges fcllowed. The Hungarion uprising put an cnd te
this, but the Roumanians seumm intercested in starting cxehonges
ngnin.  The Roumanian attitude te Yugeslavia remained merce fricndly
thirn that of the other satellites cven after the Hunzarian cvents,
perhaps beenuse she was being used 3 o pawn by Russia in her
cemplicnted manccuvres with Yugeslavia,  However, relaticns have
now wersened and there was never any intreducticn of Tite=-tyne
"reforms" into Roumnnia,

BULGARIA

56. The 20th Congress of the Comminist Party of the Sovict
Union was feollowed in Bulgarin by the demetion of Chervenkev oand
the pesthumous rehabilitation of Kostov, However, Chervenkev
reeiiined nn o influcencce behind the scenes.  Libernlisation amounted
te very 1ittle. & certhiin qameount of criticism of crrors was
permitted nnd n glishtly meore liberal attitude was adeopted in
contrelling the daily lives of the people and in contacts with
the “/est. Thase trends cnded with the Huncearion revoluticon,

57. The Bulsonarian Government c¢lnim that the ceountry is
¢01idly'behind them, but they have ncvertheloess thonght it de-
siroble te tnke precautions. Pelice contrels hove been tightencd
and mnny suspects have been removed into custedy or to rural arcens.
Disecipline hns been strictly enfereced ameong students,  Rumcurs cf
the prescnece of Soviet trecop units de net sceem truc, though
spucinlists nnd adviscers arce numercus.

58. o©On thc cther hand, therce have been some ecencessions in
the cernomice ficld., Copitnl investments for 1957 have been reduccd,
children's allowances have been substantially inerceascd, o pensicn
scheme introducced for collective farmers, nand minimum wages
roised for werkers. Greater flexibility has becen introduced
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inte the system of state delivery quetas and the finaneial burden
cn the Carming community has been cascd, though the drive for
complete colleetivisatirn continuces. The burcaucratic machine is
beins somewhat reducced and strcamlined. A ncew Sovict loan has
rceently been extended.

59. Chervenkev has now returncd te the front rank as Minlster
cf Dducation. Relations with Yupgeslavia have grewn stiffer.
Bulraria's ceoncmie dependence on the Soviet Unicn steadily in-
cruascs (Seviet cecnomie aid of ccursc contributes te it). The
Bulgarian régime appcears tc be sceurce and, although therce is geed
evidenee that Communism has net struck rcets in the country, therc
is ne sipn of potontial rcvolt.

ALBANIA

60. The Albanian régime woited until April 1956 tc jein 4in
the destalinisation cherus end then did se cnly in the most limited
and laccenie fashien. At the same time, the régime hcead, Heoxha,
cracked down firmly cn crities eof his rulc within the Tirann Party
erraniznticon.,  Hexhn and Premicer Shcehu showed themselves in contrel
cf the situaticn and fellewed a ceonsistently anti-Tite line. Their
personal hostility te Tite was the decisive factor, together with
their fonr T being abserbed by Yuseslaviza, Hoxha made his un-
budging cpposition te Tite clenr in an artiele in the Meseew Pravda
in Nevember 1956, and has reiterated it in a publie specch in
February strongly attacking Tite as a2 "deviaticnist'.

61. Albanin gives cvery sizn of being the mest determinedly
Stalinigst of 21l the satcllites. Ocme ceencniie coneessions hnve
bcen announced, such as price rednetions and wage and oension in-
crecnses, but alene of 21l the satellites it hns scheduled large
incrvnsces in industrial preduction and investment. The repressive
activitics of the Albanian pelicc have bucen widcened in scope.
Siturted in an cxposcd geographic positicn - with ne cemmen {rentier
with the USSR, nc Scvicet trcep units in the ccuntry, and ncxt decor to
the menace of Yugeslavia - the Heoxha régime sceins resolved te kKeep
meves townrd liberalisation firmly in check by traditicnnl metheds
of mclice control and intimidatien.

YUGOSLAVIA AND THiD SOVIET BLOC

62, In cconsidering the situatieon in the satcllitc countrics,
speeinl attenticn should be given to the pesitien of Yupeslavia
and its influcnce con developments within the Sevict Blee. The
catentntions Sevicet deceluration of fricndchip with the fermerly
Wpoene:de" Tite in the sprine of 1955 teojpether with the apprrent
Scviet willingness te neccept Yugeslav ccneepts of Ymany reads te
sceinlism” and full <qguality in relaticons between Cemmunist states,
undeubtedly influcneed reoups bocth in ~nd cut of the ruling cliques
in the satellite states to toy with idens ¢f A similar nature. The
cont'lucnece of Tite's preecents with the publie revelaticn of the
cxecsses nnd ¢evils of "Stalinism” has had o major cffeet on the
Commnunist werld and has contributed in considerablc mecasure to the
strains which the 3Scviet leadership is cexpericncing within its crbit.

63. The high pcint of the Scvict-Yugeslav rcernciliation came

with Tite's visit to Mescew in Junc 1956. Detericraticon sct in
almest immediately. The USSR in Scptember 1956 circulated n letter
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te the satellites warning them cgainst fellewing Tite's cxample.
As the treoubles in Peland and Hungary mcuntced, the Scoviet lcaders
mrde clear that they censidercd Tito's national Communism a

main factor in their difficultics in thesce ecuntrics. Theuch
Tito ¢xeusced the scecond Sovict intervention in Hunzary, he
deplered it in his gpeceh at Pula eon 11th Novenmber and cxpresscd
disapproval of thce first intcerventicon., He alsce revutted the
S-vict sugpesticns thnt he was tr blame, went cn te claim that
the Hungnreian revelt was o pepular mevenient, that Stalinism was a
prcduct net of n "persenality cult" but of the Seviet system, and
that cqunlity and rcecpnition ef cqunl reads te sceialisin viere
cssentinl in duealings between Coemmunist states.  Sinece then
polemies have eentinued con beth zides with varying intensity and
ct'ten eonniderable bitternces. 45 o rosult, Yugeslavia's
separation f'rem the Bloe is greater than at any time in the last
two yenrs.

64. Beth sideg in the eontreversy, whilc prcbably desiring
te keep the idoeclerical discussicns within bounds and te aveld 2
speetreculnr break, scem preparced te eentemplate n prelonged
struricile. A truece between Belrrade cnd Moscow has proved more
difficult te mrintain ond develep than cither side may have
cxpected.  Tite's own interest roguirces him tc exnet chanees in
personalitics and metheds in the satellites which in the sotellites
which in Hungory have already preoved dangercus, to say the least.
It ne decs net insist en sueh terme and returns within the Blee
nis cwn chimeus fep continued oxistenee would be extremely limited.
On the cther side, the Kremlin eclenrly fccls that te aoree to
Tito's demrmuds wenld underidne the whele ©obrie of the Soviet Blee.
The Sevicet nim ot present is te isclate the satellite states frem
Tuposlavin's influcnee, while Tite ecntinucs to depend on the
Pclish Cemrmunists as his main hepe in develeping his line in
Lrotern Burcpe.  Se leng ws this controversy gocs on, and the
prospeets are that it will do so fer a leong time to come, Sevict
cflorts te impese teotal conformity on the Blee will be prently
hamperced,

Palals de Chaillet,
Paris XVIo,
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