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Report by the Expert Working .- ~ r o u p  (1) 

A. A.l..eviev~ of the C-u-u. Fast Slx Mqriiths 

The diversity previously noted in the attitude of the 
various countries of Eastern Eurcpe bot2 towards one another and 
towar?s ~ o s c o w  appears to have becone inore pronounced during the 
last six aonths, This tiend is also apparent in Lztellectual 
circles and in the approach to economic problens. It has also 
shotvn its3lf in the response to the Sino-Soviet dispute, These 
various reactions, fostered by the weakening of the blocls 

- 

interna1 discipline, are an expression of national reflexes whish - 
have long been stifled. The USSR Xolerates üome of these 
national manifestations, In-volving ~either serious inconvenience 
for it nor weakening of solidarity, since they may possibl~ 
serve Sovivt interests. 

2. Hence there have been one or ~ W G  minor deviations in the 
field of foreign affairs and a continuing general move towards 
improved bilateral relations vvith Western ceuntries. 
Nevertheless, there has becn no significeïit aSandonnent of -- bloc 
solidarity with Moscow on najor East-West issues. 

3 .  Sone of the most inportant.developmeiits during the 
period under review have been in the econonic field; there bas 
been a new willingness to experinent with unorthodox, praystic 
solutions to econoaic*problens, .designecl to inprove ef f ic iency ,  
provide nore satisfaction to the consulner and encouragé the 
exercisr of individual initiative. Feced with difficulties In 
the multilateral approach, Moscow -_ keen -deve-l~ping bilaterîl 
econonic CO-operation with its East Europeari allies. 

x - a  .yruiN-- ---- 
(1) The Working Group completed this Report on 16th April, 1964. 
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4, Civersity m d  flux are expected to continue to 
characterise the East mropean scene in the next half year and 
to erow in propcrtion to the lnability of thz vwious  $6,-imes 
ta effect an improvenent in the economic situation of the 
population. 1n some countries economic stresses have led to 
the erosion of the authority of the leaders, Some experimentation 
5-3 management is likely in cost countries in any eveEt, but feâr 
of loss of control seems t o  pseclude dsastic ecocouic reforns 
in the near fuJcure, 

5. The Soviet Uzion ' S. East.. European allies. pi11 continue 
their eff@"t4s- to prevent the kind of break ik Sino-Soviet Felations - -- 
ihat wculd deprive- then of thei r newly acquired nanoeuvrabili-ty. ------- -- 
A decisive break between t a e  Soviet Union and China might tenpf 

* 
the Russians to seek to reirnpose uniformity wi-Lhig the --- bloc by 
some such organizational innovation as Khrushcnev hinted at in 
Budapest on 3rd April, But the -- b l . o c f s  reaction to such a nove 
would scarcely be favourable, T i ~ e  tendency towards the 
bilateral rather than the rnultilateral approach to - bloc --- problems, 
particularly in the econonic sphere, is likely t o  prevail in the 
short teTa. 

C .  Implications - for Western - - - &  P ~ l i c y  

6, The giowlng diversity and flinldity in Eas5erii Ezrope 
offer increased opportunlties for the develop~leni cf the forward 
polscy applied towards the area. (See @-~(62)143 of 
28th November, 1962, iPPolicy To~~rards East European Satellitesu 
which sets forth the possibilitiea and lixikations in this 
fleld(l),) 

.r 
7 ,  The present policy of constantly increasing exchanges - -__ _ 

and - --- visits with the individual East European régines and 
pcosulations is clearly a rriost f'ruitful one, Advaatage should be 
taken, e , g ,  of the relaxations In the spheres of travel and 
broadcasting,to intensify individual contacts; and dividends may 
also be expected from the promotion of cul tura-1 exchanges, The 
desiie of the East Europea:~ countries to increase tradz with the 
ti;'e s -b should a Wo-Corrtrrrcl-e - L"oI"TèCCe'ITG- at-i;ent-i~n. 

(1) The Turkish expert dren the attention u f  the Group to the 
first sentence of paragraph i5 of this Zepo~t, which reads: 
"Efforts to improve relations with the governments of 
Eastern Europe should not be at the expense of Western' 
princisles or in a manner which would be contï-ary to the 
interests of individual mernbers of the Alliance." - 



8, Except i n  Czechos1cval:i.a ---_----------- and perhaps i&mgary9 where 
the advance continues on a f a i r l y  brmd front-? the l i b e r a l i s i n g  
tendrncies w3ich greT>f out o f  des t a i in i sa t ion  have faded, 
In  -- PolanG -a the leadership,  weakenad by factj-o:ialisx, seems t o  
have los* i t s  bearirLgs, The PrîcreasSd Lnterference w i t h  
individual  l i b e r t i e s  has psovoked a  reac t ion  i n  the in te l l ec t i l a l  
f iv id , ,  In  s - i t e  of experimentation i n  the economic sphere, 
tiie Ezst - - - --+-- Gerxan - r 6 ~ 2 ~  shoved i t s  determlnation t o  naintaln  i t x  
g r ip  ûyP-%hhz aismissal  of  l?rafessor H;iveraann.. The very lirnited 
desree o f  l ibera l i ' sa t ion  i n  - Bvlgzr'ia a -- <.. - sT - never applied t o  the !Bwkish 
mino-ity - was noticeably checKed ln Cecember fcilcwing the 
Georgicv t r i a l ,  I n  A!-bania ___5-__1 the in te rna1  s i t u a l i o n  appeared well  
under control ,  The réglme rexained represoive, ~ ~ o t  the 7eaut  
towards the ethxic nj n o r i t i e s ,  Rmania continue d i t s  %ard -- ,--.=P.- 

2 ineiy in te rna l lv  vvhile s t r ik inn  a  n a t i o n a l i s t i c  note vis-à-vis " - 
the Sovle t h i o n ,  Ln - Cee :??O ---.-L~---- 53 ow.ki a  9 a l t h o u g h  the C-eochoslovak 
and Sl~,~vak l a r t y  Tlzr-a warned agams3 t h e  daxtgers of l o s s  of 
 part;^ c m t r o l ,  they agreed t o  a-further r ehab i l i t a t ion  o f  the  
vict?xs  of Stalinism, including Clementis, The continuing - 
replacement of S t ~ l i n i s t s  by newer elements has l e f t  Movotny 
apparêntly more i so la t ed  than eves. In  the régine' - 
has contirhed t o  pursae i t s  policy o f  national  reconci l ia t iaa .  

1 %  both pol i - t ica l  and ecouioraic means an6 i t s  standing rose . ,. :-, .' 
accordingly. - L 

?> : 
{b)  E3onomi.c 

9, The s igns of s t r a i n  which hâve been apparent f o r  trwo 
yezrs ia  the ecoEoiny of the People's denocracies have been 
conf;ravd durfng the l a s t  s i x  nonths 2nd have helped t o  
aggravate rlne d i i f i c u k t i e s  which oost of  the  goverraents of these 
cour-tries a re  encountering, 

10, The lmbalance f n  these econogies i s  r e f l ec ted ,  i n t e r  
a l i a ,  i n  a lag in the consmer g~ o d s  i ndus-bry and i n  difficul.?Aes 
i n  the f i e l d s  of employment and for5ign t r sde ,  Furthexmore, 
the i m b i l i t y  .of -the CSSE t o  szppl y  grain  ûnd the conseque2-t 
increzse i n  East European L n ~ o r t s  05 grain from the have 
fcrc2d a diversion of scarce Westerii curreney away fx>om 
indus t r i a l  purposes, ' 

11, Lncreasing a t t en t ion  i s  beinz given tbrougho2t the area 
t o  the d i f f l c u l i i e s  and deficlenciqs o f  the  plmning system and 
t c  the use of material  incen-cives am3 wzge d i f f e r e n t l a l s ,  . Ti5s 
has been pa r t i cu ïa r ly  no  t iceable  i n  C_ems&waki _a, whe~e the 
Goveimment has tni;rociUced a  s e r i e s  of f a i r l y  Tadicul econornîc: 
rneasmres. --.---=--‘--L- Hu~gary intrcduced wkat ancuilts t o  a  5% t a x  on 
cap i t a l  employed ia production and the Garnanq have znnounced 



their intention of introduclng a similar neasure as well as other 
far-reaching reforms, In Poland the conflict over investment 
policies has not been resolved. Even In less-develo~ed 

economic difficulties have obliged the ~hivkov leadership 
w 

to scrap a nunber of ambitious objectives of the Five-Year Plan 
(1961-65) and to look toward changes in econcmic planning and 
policies, In contrast, ~ u ~ a n i a ' s  successf~lperformance, ; 
bolstered the confidence KT'TKTrQine in carrying out it,s . 

. . dependent economic policy, 

12. For al1 these countries, in the long run the pr0blens 
of planning on a national (and on a multilateral) scale w i l l  
hardly be solvable without a rationalisation of thè price and 
cost structure, A beginning seens to have been made in this 
process and has led to debate anong economist and even party 
leaders involving unorthodox ideas borrowed fron free-aarket 
economies. 

PART III - DEVELOPl'111;iNTS WITHIN -- TH3 BLOC 

The Sino-Soviet Dispute 

The intensification of this dispute had produced by 
reactions from the --- bloc countriés, rangi& fron prompt 

ar.d côriplete support for Moscow by Bulgaria to silence on the 
part of Rumania, In March there was a remarkable Rutanian 
initiative when a delegation l e d  by Prime Minister Maurer 
vi.sited Peking in an atteirpt to nediate in the dispute, an 
atteupt which seens even yet not conpletely abandoned, The 
responses of the other - bloc countries seem to have varied, 
particularly in respect of the idea of a new conference of 
Comunist Parties to deal with the dispute, This clearly 
reflects their doubt as to the effect on their ovm position 
vis-à-vis the Soviet Union if the breach between Moscow and 
Peking should become conplete. 

(b) The Council of Mutual Econsmic Assistance (CONECON) 

14- The tendency to conclude z series of bilateral 
agreenents between the COMECON countries in instances where 
opposition, paoticularly by the Runanians, prevented general 
agreenent fron being achieved, has continued in recent nonths. 
The USSR, which hitherto had not set up, jointly with the 
People's denocracies, goverment econonic, scientific and 
technical comissions sinilar to those on which the other 
countries of Eastern Europe were already represented, anpears 
t o  have decided to follow their exanple, It has now set up 
comissions of this kind with Czechoslovakia, Bulgaria and 
Hwgary . 

E4TO SECRET -- 
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15, Of COMECON projects, the Friendship pipeline has 

become a reality, though i t s  capacity is lirnited pending the 
complvtion of i~portzn-b portions in the USSR; the COhlECON bank 
has begun operations wlth very lirr~ited resources and functionsg 
the freight car pool has run into difficulties and is now 
not expected to start %il1 later this year. 

16. Friction has become apparent between the Soviet Zone 
and the other colnultries in the area. On 13th Pebruary Pankow 
publicised a sharp and unpiecedented attack by Politburo 
candidate Sinderrnam upon liberalisation trends in Czechoslovakia, 
This deno7mced West German agreements recently con&i?ied 
!?especially with soclalist states" (i,e. Eoland, Runania, Hungary, 
and sabsequently ~ l s o  Bulgaria) . The a btack carried a veiled 
hint tkat the USSR was falling down on its job of keeping East 
European develcpmm.ts under pioper supervision. 

17, There seems now to be a pause in the Soviet-Yugoslav 
rap rochenent observed throughcut 19-62 and 1963. In the past 
f 2 N nonths there has been no narked strengthening of the ties 
between the two countries, Yugoslav spokesmen have continued 
to maintain that for the present Tugoslavia will not apply for 
full membership of the C,M.E,A,, although her representatlves 
attend the meetings of certain technical coramissions. On the 
othcr kand, the developnent of Yugoslav relations with the 
People's dernacracies, already started on a broad front, has 
con-tinued, in partkcular with Runania, Czechoslovakia and 
Huilgary. The YugoslavsP desire t o  continue to play an 
inportant role among uuncomitted countries Sas prompted then 
to take an active hand in the preparation of a new conference 
of unconnitted countries, Moscow cannot but welcone Yugoslavia's 
actlon in this field, Yugoslavia has endeavcured to maintain 
good relations with the West, especially in Vhe econonic 
spkiere, and -the .proporkion of her t~ade with the mest is steadily 
increasing. 

18, The trend tov~ards improved relations with the West, 
which had previocnsl-y been aoted, has continued, - The m.rio7;s 
official na%if-esta$5._s organized on tbe occasion of "- the death 
or"-Pre-sident Kezmedp wese an-illus$,ra%fon of , this a The 

_-__""._._- 
laprovernent in these relations has also been illus-brated by 
relaxation of forelgn travel restri-$.~~s-~ particulax-ly in 

IX_L __^ __ _- 4- - ---- 
Hu2gary and Czechoslmak~a, It remains to te seen VV-hether a 
---... slrnilar trend will--be shown in the f orthcoming negotiations 
between Greece a.r,C Bulgaria, There h m b - g e ~  fz~sh moves to 
r-s'uce the jarming of lest..ern broslcasts by Czech~s~ovaEia, 
Huxgary and evcn Zast Gerr~any, 



19. Lacking official contacts with the West, the Pankovi 
iSgime intensified i-ks attempts to enhance its own prestige and 
to vilify the Pederal Republic of Gernany in various ways, 
lncluding attacks in the United Nations through thepSoviet bloc, 

20. In the economlc field, the goor results of the plans 
aad the need for foreign currency have led the East European 
countries to seek outlets in the West. Thus, most of the 
cgreements concluded in the past six nonths provide for an. 
increase in trade, Sone countries, aoreover, have had to buy 
wheat, in particular from the United States and Canada. 

Disarnanent - 
21, The last six npnths have Peen narked by fresh moves 

by the East European countries in eonnection with regional 
6isarnament. Two developments nade an impact: the vote of the 
Sccialist bloc countries in the United Nations on the plan for 
tLe denuclearisation of Latin America, and raore particularly the 
new Polish initiative. 

22, This latter is, broadly speaking, part of the first 
stage of the Rapacki plan (i.e. a freeze of nuclear weapons in 
Central Europe unxer a-"forn of control). The plan supports the 
bloc's general objectives of restricting Western nuclear 
deployments and of consolidating the status quo in Central Europe 
but is also an effort to enhame Polandqs own position. During 

"- ---.-.. 
January and February, Poland tried discreetly to gain support 
for the Gomulka Plan, presented as an independent initiative, 
before finally putting forward the proposa1 in a nemoranctum to 
interested governments on 29th Pebruary. In view of the 
curious way in ~vhich the Poles presented their plan, it caimot 
be excluded that they encountered sone differences of view 
among their allies, 

(b) Relations wi-th the uncomitted cou~.t~?es 

23. Politically, the countries of Eastern Europe have 
continued to support the nilitant stand taken by Moscow tomards 
problems concerning the Third World. Events in Black Africa 
have served as a pretext-f-oTa-$ropagari?la-canpàign ained at 
lncreasing the Soviet bloc's influence in this area. Once 
insta~led, the pro-Conmunist régine in Zanzibar was inmcliately 
recognised by the People's denocracies. 

24. Econonically, these countries have continued to 
contribute to econonic, sciextific and technical assistance 
programes, However, the poar quality of certain exports, in 
particular fron Czechoslovakia, and the half-heartedness sone- 
%ines shomi in fulfilling contracts, have caused a certain 
amount of dissatisfaction in sone of the states receiving this 
assistance, 
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25, The i roblerns vJnich can arise for an East European 
country when the East-West confrontation 2s complicated 5y the 
SJno-Soviet conflict are illustrated in the inte~national 
zczaissions in Ia?o-.China w'nere Poland. represents the 
comunist slde in a may whish makes it di?flcult to deterxine 
at tirnes v~hether it represents anyone but itself. The Poles 
are now trying at least to linit the danage to their relations 
with the West while doing wkat they can to maintain comunist 
interests in the Xast, 

(signed) W,M, h3WTON 
Chairman 




