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Disg tion n Eestern

Text of Address by Acting Chisf, Amrim Delegation, Po.ul TForter, Geneva
Canfomnua, Geonorle Commission for Aurcye, Deliversd ¥ay 16, 1949.

It had not been my intanticn to espeak further on this item, We have heard
sonstruotive and thoughtful statezents from both western and sastern
dolugatlbns, and slthough thers wers certaln remerka with which I do nol agree,
.I hed preferred to pass them by so that our attention might be foousasd on the
troad ares of agresment. That agresment ie important and sneouraging. Firat;
41] who have spoken agres that it is desirable that thers should be s largs
sxpansion of east-west tra\do. Secondly, all favor creating a eornitiss on the
development of trade to further that aim, Finally, although some would prefer

other language in the Lernms of mrorinm, the ocomnittes has made a good start.
1 wish that ths discussion might have bosn gonfined to these ccnatructive

purpossa, However, ihe Soviet delegats and some others have dwelt on‘ other
satters., Since this is a pudlic body, one of tha responsibilities is _tao see
that the }pnblin record is not confused, The United Statez profoundly hopes
that it will become possible to end the export restrictions shich we bave baen
compalled to sstablish in the int.arnt of our natlonal :«urit.y. One oondition
only is nacessary - confidence by the Amcrican people and the other freos
peoples of the world in the peamceful intentiona of the Soviet Dnion, 1 hopi
that the Soviet Governmont, through deeds, will oreste that confidense.

The churge hao been made that the U,S, engeges in discriminatory practicss

in 1ts trades with eastern Eurcps. In the Geners) Asserbly, in the Econonle and
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 Social Council, and elsewhere, representatives of the US have given full and
complete answers, but the charges are repsated and the answers ignored. This
repetition of chargea; with studied failure to note the reply, is not the
procedure practiced by one who sincerely wishes to resolve a problem} it is
the technique of the propagandist,

A& charge of improper or unfair diacrimin&tiqn is in essence & charge of
violating rules of conduct which are accepted by the marker of the charge.
You cannot call a man to account for breaking a lew unless you yoursclf accept
its validity, 5o a bona fide charge of trade diserimination must be based
on an acoceptance by the accuser of certain principles. |

The principles which lie at the foundation &f mitually beneficial economic
relations between countries are those enunciated in the Draft Charter for an |
Intern;tional Trade Organization; the fruit of much careful effort on the part
of countries genuinely interested in the expansion of multilateral; non=

- diseriminatory trade, %The prineiples of the Charter are essentlally simple
ones, They include, first, the eastablishment and maintenance of & peaceful
world commnnity; and seeond; & recognition that the various parts of the world
differ in resources; climate; skills, and traditions, and therefore have
spedial opportunities to produce certain types of goods., Thus the gfsatest
bgnéfit for all is assured by encouraging each area to develop of its own free

dﬁillrit&,apacial potentialities and to exchange itp products with other areas

- on terms of mutually beneficiel economic advantage; at the same time, it 1s to

X,

- -
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the interest of =11 to seek to reduce unnatural snd uneconomia trade barriers
to & minimam, The ITC Charter recognizers thess sound principles, at the uam‘
time aeokmg to codify some of the general rules which should govern inter-
“nationsl trade relations, and to provide sgrecd procedures for determining

. when speeial circumstances warrant departure from the general rules,

The countries which bring the chargs of disorimination heve not, under
their present government, been consploucus in contributing to the gooperative
effort which has produced these agrsed principles., These countries, uwillingly
or unwillingly, form parts of an scconomis blos in which these principles are
‘sonaistently denied or viclated, a bloc in which the outstanding characteristic
is the domination and ;utocutid contrel by one strong power over 1lis weaker
neighbors, with litile or no regard to their legitimate interests. ¥e are,
therefors, Justified in concluding that the co@lainta do not arigs out of
songern over principles, but for some other reason.

The plain fact is that economic development in esstern Zurcie ls sub-
ordinated to political and Sdeologleal preoccupations, that trade ia distorted
for political ends by the imposition of forse, by it physoiasl or political, in
such & way a&s to subordinate the legitimate sconoric intersats of wsaker aress
4o the selfisk sndes of a stronger one and to reduce the living standarde qr sll
peoples to those prevailing in the Soviet Union. A sumcary sketch will show
that the countriss which compiain of diagrimination aﬁb in truth beset by

diffioulties, The source of their troudbles, however, liss not in the sotions

of countries cutside of eastern Eurape,but in the interference 'by the Sovist

Union with the rules of mtuallf‘ bensficial sconomio relations,
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$RADE_RELATIONS

Turning first to trade, we find at once that certain eastern European
nations have not bsen allowad to trads in the pattern obviously most
advantageous to them. These nations have described themselves in meetings
of this commission as the relatively under-developed éecnomies of Europe,

They have requested this Commlissilon's sympathetic interest and assistance

in fostering their econondc development and have accused the United Btates of |
retarding their development. In reply;we would suggest a glance at the
pattern of esstern European trade to observe how and by whgt netion the rate
of eastern European economic development 1s belng retarded., During the
current trade year, according to avallsble data, eastern Buropean countiiea
will exchange with each other an estimated §2,1 billion in goods as eompared
wlth $1.6 billion during the previous year and as compared with something

less than $2 billion, or the predominant share of the $2.1 billion total,
represents the Soviet Unionts imports from exports to other countries of
eagtern HEurope, Haturally; 1t cannct be expected that any large percentage

of the total goods to be exchanged within eastsrn Europevwill be machinery and
equipment of the type necessary for economic development, As a matter of facﬁ,
it is only about 10 percent of the totalj and more than a quarter of this
limited amount coneists of machinery and equipment destined for import into
the USSR from the other countries of eastern Europe, The Soviet Union does
furnish some industrial equipment to the other countries; but we hear many
complaints--goftly spoken--about late deliveries, poor quality; and

antiquated technical standards. DMost of the Soviet expBris to these countries

Approved For Release 2000/08/23 ~ 1 A-RDP67-00059A000400250003-7



Approved For Release 2000/08/23 : CIA-RDP67—00059A000400250003.-7:'

are fuols, raw materials, and foodstuffg--uscful in many ways, cex*ta.inly, ‘but
not the sort of commodities which really promote economic development in undere
developed arcas, And in many cases these raw materials are furnished only so
that the éxnallor countrics may process them into finished rzoods for ré-—export
‘to the USSR, often as reparationa,

Is this the lopical trade pattern to promote castern European econo iic
development? If not tied upin politically-conceived bilateral trade re-—
jlat_iohships in eastern Bwrope, could not morc advantagcoug markets be found
":E’cr" much of the coal, petroleum, timber, -rain and potash schoduled for
¢xport from the smalior nations of eastern Eurcpe? Of course s they could,

Ieft to establish trade relations of greatest advantage to them, castern
_Eurﬁpcan' countries would not trade scarce and important raw materials with
céw-ltries substantially similar cconomles, The word for exchange under these
conditions is not "trade" at all but simply exploitation and this is not the
tﬁ'pe of activity that will most rapidly foster economic development., Parti-
culazi‘;!.:,r at this time, the smaller countrics of eastern Europe, left to pursue
thelr own and not thg Soviet Union's advantage, would find their terms of

trade wiﬁh other parts of the world especially favorable, The foodstuffs and
raw mat.érials castern Europe exports have becn in short supply on world markets
and ﬁﬁeir prices have advanced, in comparison with pre~war, relatively more
than have prices of the manufactured goods eastorn Burope normally would imp_or‘b.
Tius, perhaps és much as a blllion dollars of what is now traded among, eastorn
LZruopean nations could be directed to other parts of the world. In ocxchange,
castern Europe could receive the typical exports of more industrialized countries,
goods that would be of gonuine value in economic developrient .

o
&
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Both tradd and economic development of eastern European nations’élong
the lines of most benefit to them obviously nnﬁld not serve the.present
purpeses of the Soviet Union and its apparent political and economiec
objectives in Eastern Europe, which seem to involve the impoverishment of
the smaller countries. The volume of USSR trade with other eastern European
countries has been increasing since the end of World War II, Offering little
in the way of goods needed for development, the USSR is nevertheless a large
taker of eastern Europe's most important commoditles, consuming 8 million
tons of eastern Europe'!s coal, one million tons of petroleum, over 500,000
cubic meters of timber; more than 1/3 the aluminum, 60% of the lead, and so

on down the list, The USSR thus not only absorbs an abnormal share of the

saleable commodities of eastern Europe, but it also seeks to create a
pattern of economic dependence of these countries upon the Soviet Union. It -
also tends to minimhze trade relations between the smaller countries, so '
that it can hold in its hand all the major phannels of trade, The usefulness
of this pattern in échieving political ends is so obviﬁus that it requires

no further comment,

This artificially expanded network of eastern Europcan trade has, for
the USSR, numerous other uses, Thers ié, for example; a very interesting
movement of petroleun; timber, alumlnum, lead, newsprint, and iron and steel,
which the USSR imports in larger quantities and exports in smaller quantities

in its trade with other countries of eagtern Burope. According to available
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reports, the USSR reaps a price advantage on 1ts middlemen dealings in, for

example, coal. A similar middleman profit is reputedly obtained by the USSR
b& the‘purchase of cotton on world ﬁarkets for resgale at a highér price ﬁnder'
one of its eastern European trade agreements. Frequently, it 1s reparyed, |
the USSR supplies low grade cotton, rancid butter, inferior gasoline; in
return for the most important goods eastern Europs has avallable for export.
Such practices, profiting fhe strong at the expense of the weak, indicate
gsomething nearer to Seventeenth Century colonial relations than to the .
neconomic cooperation and assistance", which the Soviet Union describes as
characteriastic of economic relations among the countries of eastern Europe.

INVESTMENT RELATIONS

Even mors revealing of the true character of economic relations among
countries of eatern Furope are the discriminatory practices and special privi-
leges set forth in the joint—company agreemehts between the Soviet Unlon and
gertain countries of eastern Europe;‘ Availsble data illustrate in clear-cut
form how the strong partner, the USSR, manages through these arrangements to
obtain treatment bettern than that extended to national,enterprises; and
vastly more favorsble than that gilven to the next most~favored-foreign nation,

As an example of a country in bondage to Soviet imperialism, let usq;ook
at Hungary. In Annext I of the December 1947 economic collaboratioﬁ agree-—
ment between Hungafy and the USSR, the joint Soviet-Hungarian companies,
Soviet enterprises, and other enterprises with less than 50% Soviet '

participation, are authorized to conclude contracts for the processing of-raﬁ

materials importad'from the USSR, Most of the finished products can then be

| -7 -
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exported to the USSR or other countries, entirely according to Soviet plans

and without control by thé Hungarian Government, . Thus, Hungarian workers and
capital cén be utilized pursely for‘Soviet purposes and in accordance wlth
Soviet desires,

In Amnex II of the same agreement, the Soviet Union 1s given the right to
take out of Hungary all profits and dividends due it as a result of its |
partieipation to the extend of 50% or more 1ln enterprises located in Hﬁngar&,
The fact that profits of Soviet corporations may be transferred out of Hungary
is not as noteworthy as the fact that they are to be transferred in advance
of actual earnings and that in certain cases the Hungarian Government has
guaranteed that the corporation will make a profit, npProfits and Dividends"
are terms borrowed, of course, from other economic systems that prevail out-
side 4f eastern Europe., In the western world, however; proffits are the
payment of capital investment and for the attendant risk of depletion or loss
of this capital. By their very nature, profits are the residual of a
business venture and cannot be determined in advance, It is clear, there-
fore, that the transferable earnings of Soviet corporations in Hungary are

not, in fact, "profits", but another form of "tribute" that is currently

being exacted from the!people of Hungary by the Government of the USSR..

The supra-national privileges granted Soviet joint. companiés illusirate

again that it is Soviet exploitation and not ndemocratic cooperation" that

prevails in eastern Europe., In Hungary, however, national regulations are

allowed to affect the operations of corporations in which the Soviet Union

- -
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has a financial interest. To insure that joint companies shall be properly
undarstood and coﬁducted as operations by and for the Soviet share of the,
.partnership, the so-called "Jo§nt" companies are permitted to import all
negessary'materiais énd fuel without the'requirément of a government import .
license and the National Bank 1s thenoobliged to lend them the-necessafy
foreign exchange.. The joint companies also may conclude export-import -
compensation agreements without the supervision or consent of the local
government., Thus; the joint bauxite-aluminum company; controlling over

90% of Hungary's important bauxite resources and itself controlled by the
Soviet Union, has the final decislon as to who shall export bauxite from the
country. In order to complete the pattern of special privilege, the joint
companies, as mighﬁ be expected are exempt from all the propert& andhncoma
taxes that are reaquired of other Hungarian companies., The Soviet delegate
this morning said his government faﬁored the principles of equality belween
trading partnera. It would be interesting if he would telluus what privileges
- Hungary enjoys within the Soviet Union which are equal to the privileges which
the Soviet Uaicn enjoys in Hungary.

These joint companies control & very substantial segment of the total
natural and ca?ital resources in bauxite, sluminum, timbsr, petroleum, textile,
manufacturing plant, andltranapdrtatiQn facilities in the countries in which
they operate., Soviet insietence that joint-company operations result in
immediate benefits in goods and profits for the ULSR prévents their

contributing in any significant degree to the present or future development

-9 -
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of the local economy. These countries hence st manage their resources f&é
the benefit of the Soviet Union, rather than for their éwn economic
development and future welfare,

Soviet penetration énd control over the eéonomies of Hungary and Rumania
are not by any means limited to a pre-emptive utilizaﬁion of present
resourcoé. The Soviet-Hungarian bauxite and sluminum company, for example,
occupies a prefereﬁtial position, in reiation to all Hungarian and foreign
interests, with respect to exploration for bauxite deposits, Annex III of
the 1947 agreement states that "all requdsts to the Minister for Industry by
other companies and enterpriese asking for the right to explore for bauxite
deposits must berreported to the joint Soviet-Hungarian Bauxite and Aluminum
Company within 15 days in order that it may determine whether it desires the

right to explore for bauxite on the territory desigmated by the applicant",

Similar exclusive privilsges exist for Joint Sovist petroleum companies in

‘these two countries,
Capitalists of the wemtern world, so often accused of sxploitation and

imperialism, could never expadt under any circumstances to arrive at so
profitable a system ef foreign investment as the Soviet Unlon has achieved
through the use of these companies., Without expenditure of its own capital,
without risk, and without any opposition, the Soviet Union achgeves a long~
term eontrol over essential resources, and a éuaranteed tprofit® from their

exploitation,

- 10 -
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TRANSPORTATION POLICY.

Turning next to transportation problems, we find yet anothér instance of
diserimination in eastern Europe, At the 1948 Danuﬁe Conference, a Soviétf
dietated so-called Danube convention was rejected by the United States, Great
Britain, and France, as a backward step in the conduct of international

relations affecting transport, and as an outright betrayal of the hasid

interesta’of the Danube peoples. In drafting its convention, the Soviet Union

" aimed at the establishment of special Soviet interests on the Danube, to the

direst disadvantage of riparian states, The United States was not and will not

be a party to that betrayal.

Although the initial clauses of the convention give limited recognition to
"freedom of navigation'" and "non-diserimlnatory treatment", the'oonvention
fails completely to give specific lmplementation to these concepts., fn
feality, international control of Danube shipping and the prewar free movement
of goods over this important waterway, a traffic that was of beneflt to all
European nations, are now to be abandoned. Control of Danube waters within
the Eoundarias of each of the riparian states now réverts to national control
and national control that is in the hands of Joint companies operating, as we
have seen, for the Soviet half and not for the riparian states' half of the
bargain. Thus, under the Soviet conventisﬁ, use of port facilities can be
arranged ouly by.agraement with transport agencies. In important Danube

i

countrisa such as Hungary and Rumania, these are companiéa with 50% Soviet

~ ownership, with Soviet General Managers, and, ifi fact, under almost 100F Sovéét

control. In theusame way as the other Soviet Joint companies, the transport

¢
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- companies occupy a privileged and usually monopolistic positien,

Qhﬁs, the USSR, by its political hegemon& over a majority of riparian states,
haé capiuréd for its own use and for its own ends this highly important channel
ef iﬁtra—European trade. This can put an end to the Danube's ﬁsefulness as a
channel of east-west trade, and it provides another example of how, by whom, and
for whom discrimination is practiced in BEurope today.

I have sald the charge of discrimination essentially means that the accuser
accepts agreed principles, and that the purpose of bringing the charge is to
éoi;e the problem; I have indicated the discriminatory nature of Soviet econémic
relations with smaller countries in eastern BEurope. ,fhy do these countries not
apeak up in their own behalf in forums such as this? Why do they not seek out
. the real cause of their economié troubles, and why do they talk about principles
which do not seem to be at home in the eastern EurApean atmosphere? It is only
human tc¢ complain and to discuss one's grievances, but the only complaints we
hear from the smaller Eastern countries are those directed to the wrong address,

In éonclusion, I should like to express the hope which I think inspires all
peace~loving peoples everywhere-~-that the commerce of Europe and of the world
should be conducted with a minimum of restrictions, and for the greatest mutual
benefit of purchasers and seller, BHurope is entitled to expect that such peace-
ful trade will result in bettwr levels of living and in the 1mprevsmsﬁt of
human welfare. If we work patiently and'cooperatively,‘according to the
prificiples of the UN Charger, we may hope to reach the point at which all

nations abide by such universally accepted rules as those of the charter for
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an ITO. In that future day—which is really within our reach--we may

.K‘

confidently expect that the evils of discrimination, speclal privilege,
and codonisl expleoitation will no lcmgr hamper the free and cooperative

economic development of sovereign peoples.

IT: CP:MHarrisoniac _
WCArnstrong 5/L/L9
EURF  WGJackson '
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