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MEMORANDUM FOR: Deputy Direector/Intelligence 6 April 1957
SUBJECT ¢ Polish Trade Talks, 5 April 1957

1. After a recess of more than two weeks in plenary discussions, abcut
one week of which was spent in intensive small grour meetings, a
full discussion was called for S April. The Washington Star, S
April, esarly edition had carried an article to the effect that tle
trade talks had broken off. Talks will centinue although the
prezent offer by the US was called unsatisfactory by ths Poles.

2. The Americsn offer which ingluded a trisnguler deal through
Western Europe (probabliy W, Germeny) bad bsen increaesed from the
$30 million originally convemplated tc some $80 million. Although
the Polish Delegation had naver been officially tendered the §30
million offer, they must have known of its exisiencs. The American
Chairmen discussed the $80 million offer privstely with Mr. Hotlickli
the evening of 4 April to permit the Foles the option of withdrawing
if the formal offer wouvld prove embarrassing to them. Mr. Xotlicki
at that time indicabted that the offer was umsatisfactery in terme
of size bul agresd to a meeting of the delegations for a formal
presentation on 5 April.

3. The Chairman of the Amsrican Delegation, Mr. Kalijsrvi, opened the
meeting with a formal presentation of the Americsn offor, emphasizing
the fact that this offer had been worked out as carefully as possible
in light of American svailabilities and Poland's expressed requires
ments. The American offer consisted of funds from 3 sourcess:

2) Surplus Agricultural Comwodities P. L. 480 $25,000,000

b) Presideni’s Emergency Funds P. L. LC1 25,000 ,000%
¢) Commodity Credit Corporation (Triangular) 3020002000
$80,000,000

#ould be passed to HExim Bank for loan to aveid certain
Polish objections to the conventional aid pregram.

45 The Chairman of the Polish Delegation, Mr, Kotlicki, thanked the US
and indicated that the meetings had demonstrated a continuous
atmosphere of good will, but submitied that the results were dis-
appointing and unacceptsbls to the Polish nation. He did, however,
want to raise certain questions sbout the American prcposale Mr.
Kotlieki's line of questioning first explored the possibilities of
sdditional aid beyond present offer, then the dagree of Polish
flexibility both %o geods and repayment withir the present offer.

He follswed his detailed questions with a request far a short "stump
spaech® on the Polish agricultural situatione
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The last part of the mesting was devoted to Polish reitsretion of
the unsatisfaciory nature of the present offer accompanied by Polig’
desire to continus ths discussions for some time in view of ‘he
genuine atmesphers of American good will, ¥r. Kotlickl insistel
thal, Poland nseded during 1957 a minimum loen of $150,000,000 1f
anything reslly helpful to the Polish sconcmic sltuation were . be
achieved. Mr. Kalijarvi again drew attention to the fact shat Lhe
profferad loan was a largs progran by imerican aid standecds end
particularly genercus in view of the fact that there hae veen littls
com-greial interesurss between Poland snd US for almost Len ysars.

dach #ide agresd o0 investigets the deteils of the imstsat pror-+3al
forther, presumably sach reporting their respective pos tions Lo

wneldr goveranernts. Why have the Poles decided to stay? Perhus ths
aonedder the 8 offer onr first pesition with other betier (fr them
pogitions pehind 1%, More likely, they lmow, as a result of che
negotiations, that Congrass is presently considering its 1675

program fer agricultural gurplus disposal. If a lerge prrZrem is
sgreed for 1938, ths Poles mey expect that a batter loan rackage '
may be put togsther than is possitle with prezent uncsri.inty as to

the size of the 1953 program. '

Several genersl propesitions related to the Pelish rslitical and
aconomic situction wars agein underscored ai this rsoting.

a) Agricultural nroduction is in this dele,stion’s mind the
crucial sactor of the Polish sconomy.

b) Agricwiutral iveentives are nesded ‘0 improve that
productlon and only Ly the abolit.ch of compulaory
deliveriss do tue Poles ti'nk these ineentives may be
asgured. '

€) The political repsrcussions of tie failure of this
mission may be significent, Iwatnkiewies mentioned this
and I had thes opinion le was paruiculsrly concerned about
the impact of the anncincement w0 conbtinue compulosory
deliverisz upon the pensant,

d; Polsad is attempbing 4o liberalize its industrial
produstion particulsrly in consumer goods industries
(food and textiles), lut slsc 1%s steel industries. The
latter refarence may be reluted to recant Polish sthempts
to sscure iren ore 4in Vernesusls., Much of the presend
prodisposition of a la2vge share of Poland’s trads with the
USSR hes been considsrod based upon the favorable terme
on which Sovist iron ore ceuld be imported for the suppord
U the  grestly enlarged Folish stesl incustry,
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@) The nscessity for reserves is eritical fo the development

of sustained production in industyry as well as in
agricultura, The present Polish government cannot depress
production of consumer goods,which it has promised the
Pelish peaople,to get reserves which it needs o assure
afficient, low-cost production of thess same consumer

goods .

8. No date was set for & future meeting of the full delegations.
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