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1. The Sub=Committee on Soviet Economic Policy has
prepared the attached report on the basis of official documcnts
on the fulfilment of the 1962 ecancmic plans, the cconomic plans
for 1963, the various five to seven year plans and on additional
information obtained from delegations,

2. This report is the first to deal with cconomic develop-

ments in the European satellite countries. The Sub-Committec
has decided to submit this document to the Committee of Economic
Avisers in order to com?%Tnent its reports on the Soviet Unilon,
and on Continental China 80 as to deal with economic develop-
ments in the various Communist countries.

(8igned) A. VINCENT

OTAN/NATO,
Paris, XVie,
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Introduction

l. The seven European satellites - Albania, Bulgaria
Czechoslovakia, ‘the Soviet Zone of Occupation of Germany, (1
Hungary, Poland and Albania - have a total populetion of just
about 100 million, and cover an area of 1 million square kilcmeters
(approxiuately O.4 million square miles). They include highly
industrialised countries, such as -the Soviet Zone of Occupation
of' Germany and Czechoslovakia, industrial-agricultural countrics,
such as Poland and Hungary, and more agrarian countries, such as
Roumania, Bulgaria and Albenia,

2. The economies of the lcading industrial countriecs -
Soviet Zone of Occupation of Germany and Czechoslovakia - are
those most closely tied to the Sovict economy. They are also
among the most dogmatic as far as eccnomic organization,
espceially collceetivisation, is concerned. Poland is considercd
to be the most "liberal," or undogmatic, being the only country
of the group whcre the vast majority of the land is now owned by
private farmers, and where certain importent export irdustrics
are given more freedom of action. This last feature applies also
to a lesser extent to Hungary and Bulgaria., Roumania, having
received less Soviet aid and credits than the other countrics
(with the exception of Czechoslovakia) and being well-provided
with raw materials, plays a rather independent role in COMECON,
though it is one of the more rigidly organized countries.
Albania is very much to the left of the rest and, having turncd
Maoist, was deprived of all aid and credits in 1961, and no
longer participates in COMECON activitics.

Planning

3« The most advanced industrial countrics of the
Communist world, the Soviet Zone of Occupation of Germany and
Czcchoslovakia, werc those which have had the greatest
difficulties in fulfilling their plans for 1962. Both countriecs
had to abandon their plans (the Seven-Year Plan, 1959/1965, for
the Soviet Zone of Occupation of Germany, the Five-Year Plan,
1961/1965, for Czcchoslovakia) and will start new Seven-Year
Plans in 1964, thus intcrrupting COMECON synchroniscation,
according to which all current plens should have ended in 1965,
Continuing failures and unsatisfactory performance have forced
régime planners to undertakc a more realistic asscssmont of thoir
cconomies; as a rc¢sult, with the possible exception of planning
in agriculturc 1963 pilans appear more realistic than thosc cf
the past several years.

(1) The usc of thc word Woountry" with ruspect to the Sovict
Zonc of Occupntion of Germany does not imply that the
Soviet Zone of Occupation is considered an indcpendent
state like thc other satellites of the USSR.
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Nct material product '

L. For the European satellites, 1962 was a rather bad ycer,
Nove of them was able to rcach its target for net material product,
with virtually no increase for Czechoslovakia, one of 2.5% only
for Poland, approximately 3% for the S8oviet Zone of Occupation of
Germeny, 5% for Hungary, 6% for Bulgaria, 7% for Roumania and 8%
for Albania. The average for Eastern Europe as a wholc was
probably about 3%, as against 6% in both 1960 and 1961.

Industrial production

5« The 1962 industrial targets appear to have becn ncarly
reached, or even exceeded, in all Buropean satellite countries,
with incrcases from 6% (Soviet Zone of Occupation of Germany and
Czcchoslovakia), 8% to 9% (Poland and Hungary) to 11% (Bulgaria).
With an increase of 1L.7%, Roumania remained the country with thc
highcst ratc of inerease in industrial production within the
Sovict bloc. In all ecountrics however there occurred a further
decoleration in rates of growth,

6. Industrial output targets reached, or planned, in the
cdifferent countries reflect the new COMECON division of labour
policy which will soon result in structural changes of the
economies. The main stress secms to be put on an incereasc in
chemical products, especially plastics and fertilisers, of which
the Soviet Zone of Occupation of Germany is the largest producer,
but great progress has also been made in this sector by
Czcchoslovakia and Hungary. For engineering products and cquipment,
Czechoslovakia and the Sovict Zone of Occupation of Germany arc
the main suppliers, with Poland specimlising in chemical machinery
and plant, tractors, buses and ships, Bulgaria in elcctric cquip-
ment and lathes. Hungary is the main exporter of aluminium,
Roumania scems to be developing more or less independently an
important pctro-chemical industry and enginecring.

AEriculture

7. Agricultural production hes been poor in all countries
of the region. In Czechoslovakia crops as well as livestock
declined, and in Poland the crops fell far short of the
exceptionally good results of 1961, but livestock partly made up
for the loss. The only increases in overall output were reported
from Bulgaria and Albania. '

8. Since the collectivisation drive started, agricultural
results have becn hiEEi? unsatisfactory. As a consequence,
several countries of this area - Hungary, Czechoslovakia and
Bulgaria - introduced in 1962 incentives for livestock breeding on
the private plots left to the collective farmers, pension schemes,
or minimum wage guarantees. Investments in agriculture will be
intcnsified in 1963, especially in Czechoslovakia and Poland, at
the vxpense of industrial output targets provided for in the
original Fivc-Year Plans. Mismanagement of the collective and
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state farms, unrealistic production targets, inadequate mechanisa-~
tion, low morale and lack of interest among the pcasants have nade
farning the gravest problem in all satellite countries.

Foreign trade

9. Unlike the Soviet Union, where foreign trade is
estimated to'§§?5 a share of nct more than 5% of GNP, all the
European ged¥llites are dependent on it to a large cxtent.
Thougt\dl\ nature of the price system makes a comparison

st!emely difficult, it can be estimated that the sharc of
oreign trade in the satellitcs' GNP ranges from under 15%
(Roumania) to close on 30% (Hungary).

10, All the satellite countries depend on Soviet deliveries
of raw materisls, such as iron ore, crude oil, non-ferrous mctals,
ctc., but have to turn to the West for modern equipment required
under their ambitious industrialisation programmes, and also for
foodstuffs, when these are in short supply. They depend on the
Soviet Union for aid and credits, of which Poland has been the
largest recipient, followed by the Soviet Zone of Occupation of
Germany, Bulgaria, Hungary and Albania, whereas compara?igcly
litile has been provided to Roumania and Czechoslovakiall),

1l. The share of the Soviet Union in the foreign trade of
the satellitcs varies significantly: around 50% in the case of
Bulgaria and the Soviet Zcne of Occupation of Germany (which, in
turn, is by far the largest trade partner of the Soviet Union),
approximately 35% in the case of Hungary, Roumania and
Czcchoslovakia, and 29% in the case of Poland. The share of the
Sovict Union in Albania's foreign trade (509 to 60%) was taken
over gy Communist China, which accountcd for no less than 59%
in 1962, '

12. As to the share of trade with ‘capitalist" countries
(See Annex, Table 6) thc list of satellitc countrics is headed
by Poland (37%#), closely followed by Roumania; Hungary,
Czechoslovakia and the Soviet Zone of Occupation of Geimany come
at a grecater distance; Bulgeria and Albania arc¢ at the end with
only 15% and 10% respectively. Roumania has lately been the most
dynamic in doveloping her foreign trade with Westorn countrics,
whereas Gomulike recently expressed concern at thc large share of
the "capitalists" in Poland's foreign trade., Nearly half of
Czecheslovakin's trade with the West is accountcd for by trade
with developing countries (over 15% of thc total).

(1) "Ald" in Sovict terminology includes such things as the
cancellation of reparations, the transfer of Sovict sharcs
in joint companies, the restitution of ownurship of former
encmy assets, the reduction of contributions towards tho
meintcnance of Soviet troops in former enemy countries such
as the Soviet Zone of Occupation of Germany, Hungary and
Roumania, as well as tcchnical assistance, comncereinl and
investment crcdits,
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