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Importance of Czecnoslovak Worelgn Trade and Need of Imports

Foreign Trade 1s practically the only way for Czecheslovakia

to cbtain scarce raw materlals and finished prodacts. Raw
materials which the Czeeh Government is trylng to get from the
West are: copper, nickel, tin, oil, iron ore, aluminum and
rubber. Hanufactured goods most urgently needed include

spare parts for various méchinery obtained from the US during
the early postwar years, specilal drills, meachine tools, presses,
communications equipment, medicaments (streptomycin, auree-~
mycine), automatic miring machinery, low current electriecsl
equipment and rubber hoges, It is very unlikely that these
materials are being stockplled, for several plants had even
before serious difficulties in maintz2ining production

because of raw materials shortages. Some efforts were made

to alleviate this disastrous situation and to replace the
iasking US raw materialis and parts with those imported from

the USSR. The final results were poor since the Czechoslovak
industry in general uses different grades and kinds of
material from those avallable from the USSR; for example,
Czech textlle industry machinery 1s suitable only for western
types of cotton and woel and substituted Soviet cotton and
Yool have conalderably complicated producticn.

1.

The government's 1lnability to obtain sufficlent amounts of
scrap metals from the West has resulted 1n concerted drives
to collect scrap metals from all possible sources. Thias
action has been adequately organlzed and heavy penaltiles

are envisaged for agencies and individuals who fall to

comply with provisions of this directive. Local and internal
Communist Party organizations in various enterprises are
regponsible for fulfilling the scerap metal collectilon pro-
gram. Even school chilldren have to collect and deliver every
month & certain amcunt of ascrap metal.

{
50X1-HUM !
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BUOrvages Uhe entlire produciion in CzZechnoslovakla has Wween
seriously hampered,

-Government Trade Poliey
u.

Since February 1948 there have been two distinet perlods
in US~Czechoslovak trade relations, characterized by

quite different policlies. The first period lasted until
late 1949, and the second until 1950, The actual policy
maker during the firat perlod was Evzen Loebl, the Deputy
Minister of Forelgn Trade who was practically the head and
the brain of his ministry until his arrest. The general
directive at that time was to expand mutual trade with

. the US in all possible ways. During this period the TS
market had the first priorli.y, sometimes even over the
USSR market. ~ [inl private conver-
sations with Loebl during his visits to the US in 1949 he

50X1-HUME

stressed the
advising the
devote theilr

strengthening and develnpment'of mubtual trade relations.
made it clear that some peT:iiianrague did not agree with
1d no

this policy.
was going on

after Loebl's oppozltion to the policy of complete econmomic sur-
render to the USSR would result in his arrest.
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importance of the US for the Czech econowmy,

staff not to engage in political matters but to
entire time to commercial activities almed at the
He

no information as to what
know $hat shortly there-

At that time
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5. The second perind was c¢haracterized by the general directive

to g-t from the US as much goods as possible, regardless of
the volume of Czech exports to the U8,

- decision was made too 1ste, At the time the - 50X1-HUM
i U8 licensing policy was alresdy in and neothing
sould be done, [fﬁzuslgztggiJTno individual or 50X1-HUM
organizetion in %the or elsewhere head the support or
help of the Czooh Commercial Mission in eveding trade
controls. | |thare have been some cases of this - BOX1-HUM
nature dbut they keve been in.tizted snd realized without
. the knowledge of commercial mission. FPresumebly such 50X1-HUM
transactions have been carried on outside the U3 and wers
not known| |in the US, 50X1-HUM

6. Prior to the expiration of the Czechoslovak-West Germany
trade treaty in 1950, West Germany was of great economic
importanrze to Czechoslovakia; and although the Czech govern-
ment was not dependent upon Western Qermany's trade to keep
its economy functioning, this trade was still very signifi-
cant. Even now, (August 1951), trade relations with West
Germany are extremely profitable for the Czechoslovak Govern-
ment., Were they not, political differences, would require
severance of such relations.

7. 50X1-HUM

| at an all-ministry plenary
. meeting of the Communist Party in the Ministry of Foreign
] Trade in &1l of 1950 |Minister Dr Gregor spoke con- 50X1-HUM
‘ cerning Czeochoslovak foreizn trade policy. He emphasized
that,as & primary political tasl, it was neecessary for the
national asconomy to achieve independence from trade with the
1 West. This was and still 4is the main objective of Cszechos-
: lovak foreign trade.

Poreign Trade Companiss

8. As of August 1951, no national corporations as such had
been orested in Czechoslovakia to conduot foreign trade. The
originel foreign trade sompanies were established by govern-
ment decres in 1948. Their lagal structure vas determined
at the time when there was considerable trade between
Czechoslovelkia &nd the West, It was the intention of their
oreator, Evzen Loebl, to obtain for the Czechoslovak foreign
trade companies a status which would ve most acceptable to
the West, Loebl feared that if the foreign trade companies
were nationsal corporations, western businessmen would oon-
rider them stiff bureaucratic state agencies, Loebl succeedsd,
and the companiss obtained a status similar to that of an
average business Joint stock company, with a certain number
. of sahareholders and & hWeard of directors. The State

i offioially had nething to do with their internal administra-
tion., All shares, however, were actuslly owned by the
Natienal Bank of Ciecheslovakia,

9., In the full sense of this term, national corporations were
established in Czechoslovakia in the fields of production,
distridution of output,and services, Foreign trade, however,
was always completely separated from production and from
internal distributlon of goode, Actually, at the present
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tiwe there iu 1ittie difference between a forel trade
sompany and a national corporation. Yet, in 1948-49 1t
was congidered important to make between them a strict
distinction. And although it 18 no longer necessary

t¢ pretend that the foreign trade companies are not direect
instruments of the government, thelr original organization
and status have remalned unshanged.

The exazct names and addresses of alli foreign trade companles

are ztated in various publications of the Czechoslovak

tnapver of Commerce in Prague; 28 well as in the bi-monthly
English-language pericdical "Czechoslovak Exporter”. Mach

waaful information concerning the foreign trade conmpanies

can alsc De obtained from the bl-weelly perilodical WForeign

Ppade” (Zahraniloni Ozchcd), publisked by the Ministry of

Toreign Trade. This periodical can be obtained 1n all .
petier bockstores in Czecheoslovakia.

The main Czeschcslovak foreign trade companies transacting
Yarve-zuale tmsinesz with the US, are Centrotex, Glasa-
-owt , Hons-Nalt, Centrokomlse, and Kovo. Glassexport,
i Centiroiex have Leen especially significant in
cvak-US trade in handling the Pbulk of goods exported
Ancthner company, Merkuria, handles many types

2¢ op an exclusively tarter basis, Since the US
vz net zecustowed to this type of commercial trans-
0, Merkuriats activitiss in the US have been quite

»

zttempted to comvince the Minister of Foreign
suidste Foreign trade companies abroad. He
everal rezsons. First, the companles were supposedly
wnduch activities of rirst-class trading firms
anvse lsoered sufficilent working capital,
$ned and skilled perscnnel, and organlzational
i zic corporatlon would

s ALY we Wmown dozesitic
Ae Gou oL ve advantagecun fer the
the satahlished, reputable
# orel act as a sole importer
e Al Si, rather some inexperienced Czecho.

29 - -

Ry © L addition to thiz, it was belleved that this
Wi wenLd ne ilesn expensive, even when forelgn lmporters

and expoerters were operating on & comparatively highk prefit
mEyglo, Furthermore, conslderable difficulties wvere en-
sowntered in attempting to build up and strengthen the new
naticraiized foreign trade organizations, ' the monopoly :
sompanless in Czechoslorakla., Even the older, prewar Czechow:
pdataly ferelgn trade companies, later nationalized, were
eveniualiy liguidated. - Mcet of the fecrelgn establishments
1ad peen cwned oy the Skbde Worke and the Czechoslovak Metal
Industsry, or by Kotva, the impert-export organization of the
Baba Works. The Skoda and Czechoslovak Metal Industry offices
enroad were salled Omnipel and had been established in many
coantmies . In the DS this office was called the Okepseas
Mersznntile Company and was located in New ¥ork ci-y.k

b4

n 1550 the Ministry of Foreign Trade 1ssued a confidential
direccive crdering the aonopoly companles and heads of tThe
regional desks in the ministry to terminate all agreements
witn fereign commercial represdentatives of Czech and Slovak

Qriéiﬁ.born in Czechoslovakia. The purpose of this directive

5 3
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was to sliminate ail those representatives vwho had left
Czechoplovakia prior to April 1950. Another group to be
eliminated subsequently inclwded those representatives z2nd
agents who emigrated from the satellife coustries. Exceptions
to this directive are very rafe and may be obtained only
theough the approval of the Mimiiter er his Deputy after 2
thorough investigation of the case. This meusure hes
adversely affected Czechoslovak forelgn trade with the West
because the great majority of the import-export agents used
by the Czechoslovak Government fell into these categories.

In the past, two types of Czeehoslovak foreign trade agencles
have been withdrawn from the West., These included trade
egencies or companies which were owned and opsrated Dy
Czechoslovak domestic sgenoies, snd representatives and
agencies abroad operated by individuals of Czechoslovek
origin who have legally or 1llegally emigrated from Czechos-
lovakia. : .

14, Late in summer of 1950 the Ministry of Forelgn Trade
officials had worked out plans for the establishment of
Torgpred, a Czechoslovak foreign trade organization. The
name of the organization i1s derived Trom the abbrevistions of
two Russian words "Torgovoye Predstavitelstvo”, meaning
"mrade Representation”!. In tha US Torgpred was to have had
the same functions as Soviet Amtorg. However, the final
plans for its establishment were delayed due to the
difficulties entailed in obtaining residence visas for
reliable Communist employes who were to work in the western
countries, and in finding sufficient persomnel considered
trustworthy enough to earry out theses duties. The decreasing
volume of the trade with the ¥West was aijo an important
0 factor in delaying the realization of plans for the establish-
’ ment of this organization.

15. The Ministry of Foreign Trade has no grsat difficulty in
keeping its mocounts since all foreign trade is channeled
exolusively through monopoly companies, The required
statistioal date can be obtained from the various commodity
departments of the monopoly companies by the Statistical
Desk of the Planning Department, Pirst Section of the
Minlstry of Foreign Trade, and compiled rather easily. The
officlal statistics are prepared by the State Statistical
Bureaur, & branch of the State Central Bureau for Planning.

50X1-HUM

16. The Ministry of Foreign Trade has no direct role in handling
foreign financial transactions, They are handled by a special
department of the State Bank, with all paymeats made via
letkers of oredit. The State Bank reports balances of all

ourrencies daily to the Ministry of Finance ald the Minlstry
of Forelgn Trade,

Planning of Foreig: Trrde

17. The planming off foreign trade in Czechoslovakia is done in
ths following way. The State Planning Buresu prepares the
general production and consumpticn plan according to pro-
duction capacity, aveileble manpower, domestic raw materianls,
etc. On the basis of this plan the same bursau*determines the
needs in imported raw materials, finished prgducts, ant wensumer

g 1ot
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goode, end sends this estimate through its Poreign “rade
Bection, headed by Dr Sindelar, to the Ministry of Foreign
Trade, "The ministry then preparss a destailed plan with the
breekdown on various regilons, Participating in prepaiation
of this plan are the Planning Department of the Ministry of
Foreign Trade, heads of territ.~izl departments, representa-
tives of various foreign trade companies and of the foreign
department of the State Bank, Since the subjecte involved are
very complicated, these conferences are extremely exhausting
and the participants work in 16-hour . shiftx:for many days.
When 2 plan finally is prepared and all sietistical data
obtained, 2 breakdown 1is made on various regions according
to existing needs and requirements., This det2iled plan is
accompaniea by 2 counter-plan for export requirements to
permit provisions to be made for sufficient foreign exchange
currency to pay for imports, plus some regquiremsents of the
_ State Bank, {or payments of various international odliga-

] tions, meintenance of Aiplomatic offices, etec. The export

: plan -3 prepared in compllance with the prevalling export
policy determined by the Stats. In the latest period the
requirenesnt was, for instance, to =~xport as far as pos-
sible goods manufactured solely froa domestic raw materials,
Needless to sgy, offers and requirements of the U3SR and
satellite countries are taken into consideration and satisfied
a5 much a8 possible.

18. As far as 1t deals with the West, the planning is sometimes
strongly influenced by various fluctuations on the western
markets, new fashions, ete, involving amendments in prepared
plans with respect to envisaged commodities or a different
territorial distribution plen. Such amendments are to be

i approved by the Territorial Department of the PForeign Trade
! Ministry, by the State Planning Bureau and the State Bank.
Forelgn Trade plans for countries with a planned economy are
¢ prepared in rough figures for a longest nossible period of

time, and the mutual requirements are usually adjusted once
a yeear, '

19. Although as a result of the elimination of profiteering in a
planned nationalized foreign trade, the adequately orgsnized
agencies for foreign trade have considerable advantage in
competition with smaller and profit-seeking western traders,
the insufficient flexibility of the entire state-dominated
organization and the general mismanagenent mxllify all

3 mentioned advantages of the nationalized Czechoslovak foreign
trade,

20.  Among *Czechosldvak ™ expor®s, shifhénts ~to &R USSR . Havet~risgliioe’
priority. In this respect even consumer goods badly ne..ed
on domestic markets are shipped to the USSR in a complete
disregard for Czechgslovakia'’s own needs, | \ 50X1-HUM
clearly all the confusion and enormous efforts of the ministry
when some expor: itsm earmarked for the USSR was short, or ‘
plants manufacturing export goods for the USSR urged import
of some spare parts in order to fulfill the export production
quote. Suth requirements always received top priority, and
everything else had to be put aside and all efforts con-
centrated tc solve the export problems to the USSR, This

pollicy was, of course, Getrimental to production and foreign
trade as 3 whole,
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Policy in Pricing Cuechoslevalc Iuperts into US,
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There e stils macy non-Comunists in the St#te Pizmniug
Bureau, ‘but these indlviduals occupy minor positions in
departments not direetly concerned with planning in
sensltive fields, Otherwime the State Plarniag Bureau, or
at least the majority of 1its departments, operates under the
same strict securlty rules as the Ministry of National
Security and the Miniutry of National Defense,

22,

23.

A special policy was applied in pr . . Czechoslovak "
exports to the US. Here, however, 1t necessary to 50X1-HUM
glve a general idef of norwmi ket used in pricing goods X

on free markcin, The pollcy generally applied to the free
markets could be characterized briefly: to sell and buy
within the 1imits of the forelgn Srade plan for the best
world prices, TUnder much 2 polisy the profits are not
declsive, and somedimes® play no role 8% all. This is true

in cases where herd ocurrency 18 obtained for goods manufactured
from domestic raw mmteriuls snd with domestic manpower. In
Czechoslovait exporte, for instance, such & place ims held by
glassware. With these commodities production costs in Czech
crowns are given almost no consideration in the Czech f'oreign
trade policy.

Until the end of 1949, 1 e at the time when Czechs st111
belleved they would be able to buy ' uoms "hard® Qoo L

the U3 or .fA- other e westwer¥adsouasmies 'rfor dofNaas 5 the ptia

vailing Gzechoslovalk policy for the US market was to sell

as much as possible. The Foreign Trade Ministry insisted

on sales to the g3 even when better prices could be

obtained for the same commodities on some other markets.

This was followed by & periocd of so-called "restricted" ) {
axports to the U3, 1 e exports limited to the exteat necessary

to obtain sufficlent dolliars for domparstively amall pur-

chuses on US markete and for the fulfillment of ' aricus

internaiional obligations. ‘his period lasted until spring,

1951, when Prague bedams coanvinced that as A raault of the

cold wer ané arrest of Mr Ostls,trade relations would reach

& standstill. The motto during this period we= to sell to

the U8 a8 much as posaible regardless of prics. This was a

real 'export drive"' asused by fear that trade would be cut

off. Y¥Yet, sinoce the time the §z.4hs experienced difficultles

due to the anti-dumping 1aw, with their exportes of hats and

e Y have been more asrefwl, | 50X1-HUM
the following Artieles were exported to the US
n the perind 1948-.19%0, with 8 1088 1n GEeoh crowns: 50X1-HU

chooolate and ahocolate praducte exported by Centyokomlse
Prague (here thes salculation even in hard cxrrency brought
& loss for Orech trade, since a large part of raw materials
war bonght for dollar instruments because of the Anabllity of
the Btate glannins agencles to get these raw materials elpc-
vwhere) . The same happened to aome woolen and cotton
textllen. Some types of glagwware and notorceycles have
been 80ld with no prefit at amll. The dollsr instruments
obtained 1n trade with the US ware wsed malnly for paymerts
of purchases on the UY markets, at the prenent time very
limlted, on eventual "bleck markets' mostly iniVienna,
Austria , for the payments of various internutlonal obliga-
tlons, tor diplomatic reprewentations, and for the puv Liraes
of British pounds, whieh 18 Ghe main tard surrency 1» @i
glavekia at {he present fime,

_'d c snerer/secunzry mvomarzon  SEGRET
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As a 1ule Foreign Trade Ministry offieials do not lknow pro-

duction costs of export go?daggiggggngfuction 18 somplebtely
separated from the trade. many complaints
concerning this from people comnected with producticn.
Prices paid by foreign trade companies to producticn enter-
prises for export goods do not represent actual productlon
costs, but are determined, as ere &ll other transactions
hetween theae two types of national corporations, on the
basis of some very compllcated keys.

In view of the imminent withdrawal of "Most Favored Nation"
treatment under GATT, the Czechoslovak export pollcy is to
hurry with sales before the termimaticn of GATT. This
directive was glven in early 1951, when relations with the US
became worse. It remains to be seen whether the Czecnoslovak
export organization will be flexible enough to aceomplish
anything in the few remalning months. After QATT takes
effect,|  |the Czechoslovak Government will contine 1ts

efforts to trade with the US, and to go on with the exports.
Some steps to thls effect were already teken before[fJl
0 Very

[ |August 1951. Future exports would be restricted

few 1tems (originally there were hundreds of them): glassware
(these goods can be sold at lower prices since except for
insignificant quantities of Austrian borax, they are manu-
factured entirely from domestlc raw materials), scme types of
textiles, like linen manufactured from domestic or
flax, artificial sllk, hops, some chemicals, etc.
lthe Ministry of Foreign Trade

intend to "go slow" in the certifying of consular invelces.

It can be expected that in order to evade the US anti-
dumping law, the Ministry of Foreign Trade will offer the old
goods under new names and under new commerolal markings

to deceive responsible US authorities and make them belleve
that these goods, exported under rmen lower pricez to over-
come higher tarifls in effect after the GATY's termination,
are entirely different from those exported previously.

This would apply malinly to bhe glassware, Wherd CViha Somc
typical Czech designs will be changed. The Tariff Department
of the Forelgn Trade Ministry believes however, that 1€ would
be difficult and very complicated for the US authorlties to
enforce anti-dvmping laws and not hurt at the same time
exports of some Western European countries.
in order to obtain dollars, the Czech Government will try to
maintain some trade with the US, limiting it to a rather

small number of goods. The changes which recently took place
in the Communist Party (the removal of Rudolf Slansky, the
once all-powerful General Secretary of the Communist Farty and
the rise to power of Gottwald’s group), could be interpreted
also ap a desire to increase uhe trade with the US. UThe
Gottwald group, with 1ts Oxford-trained personallties like

Dr Goldmann anbliwiulivik Mre kel »he bl @RICTOMIE et eon T
Gottwald . can be considered as economy-minded, wherea: Siansky's
group; stresding only -=noukni @l patitiiar ampsclam bl fral, e el
complete dAlsregard for esonomlc damages. Even if vhe Tid.e
Ministry abstained from all purchases on Bl A0 rarho o
Government would still need geveral millions of Aolliurd

ammually PoT Yt .ohher - CEUTROEeF. L JYCIRISION Wb % R r
the USSR 18 v or will give dollars to the Czethosliovals
Government, US authoritlem to keep a close

eve on Crech exports of glussware and linen after tne tersing-
tion of QGATT. Th~ Czechs will protatrly try Lo Co sowe
more business with other free dollurs maci2id; 1ike Cuba,

™ ':) Dalbl 6
BECREDBETRIT: TWROIMATION SE@ML?
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Canada, etc. doviever, with the poor set-up of the Foreign e
Trade Ministry and foreign trade companles|  [doubt hcr 50X1-HUM
can achleve much success, o

Effect eof US Policy of Frozen West Imports into Czechosiovakiz
and Losses Infijicted upon its Economy. Councermeasures Lo Combat
and Evade Effects of US Export Control.

27 . The Czechoslovak economy suffered severe losses when
imports for 1ts heavy indusiries from the US were frozen.
Among other consequences this has regulted in the blccked
delivery of a complete steel mill ordered in the US in
1L946-4TF, the synthetic rubber plant for enterprise Matador
in Bratislava, and some mining equipment. It is extremely
difficult to trace the exported product to 1ts ultimate
conaumer, but | |Czechoslovakia may presently
attempt to import from the US small quantitles of commodities
over which it is difficult to maintaln export controls. Such
commodities will primarily be: tubes for communicaticon
equipment, precision instruments, chemlical and pharmaceutical
materials, end Sarnalral Diteratnars,

28. The countermeasures to alleviate the losses caused by US
export controls were mostly only considered and very few o
realized in 1949 and 1950, | | 50X1-HUM
the present organization of the Minlstry of Foreign Trade
and other foreign trade agencles does not leave any hope
that they will find ways to evade the effects of US export
control. Of course, they would be happy if they couid do sc.

| 50X1-HUM
l aring ]
the last months. The avallable illegal c¢hannels are [
restricted todav‘ to Vierma,\ | sea and inland 50X1 HU|V|
waterwayc . Lyc, Dura @,n Almcest ncthing cemeo w420 EEm

or from South America _A_nvwgvj 4T there 1im 50X1 HUM
any considerable illegal trade, the territorial deparvmentu

in the mi "‘l"TI‘V imow ncth 1m3 of it Tihes ml’xlz":'}/ iz
Trying very hard to get as much of nceded materi&ls as
‘possible 1in a iegal way, ?y soncinding: ot .

n this

countries., The Czechoslovak Government still counts
on the lack of cooperation among Western countries.. 50X1-HUM
that]various raw materials of origin were and|still

In 1919 and 1650 the "evasion zone" was |
Almost all material brought to Czechoslovakla 1liegally was
offered by some profit-seeking indlviduals abrcead; and ths
actual dellverles did nct orginate from and were nct rrepared
Py the Minlstry of Forelgn Trade cr other Czechoslovalk
offlclal agencies.

30. \ \in spring, 1951, the Czechoslovak 50X1-HUM
Government ] > é ] \ F
\ | ‘ | 50X1-HUM
\ [the representatives of the Ministry of Fryeign
Trade who had attended anotiafinﬂa[::::::]s+arod LORTS 50X1-HUM
negotiations were extremely difficalit, but thar (ue
favorable results were achleved, mainiy besause o[ | 50X1-HUM
eagernesa to obtali some compensatlon for uvielr -

nvestments and property nationsllized by the Czech &+ ummen?
Czechoslovakia has agreed to p2 for the ratloanstized
property by allocating atounr 1056 ot the importe* wvalue for

5
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this purpocse. Here the Communlsts head exploited the sit-
vREYM  ty Lo WMAIng FOMe SR8 odd S wetiridhs  anm CLelrt fmooad s
requests. | had somplied witn 50X1-HUM
Czechoslovak requeats, 20 that the Cormunists wounld not e
regeind thelr offer of compensation fer the nationalized
assets .

Procurement of US Commodities in Violation of US Control
ileenaing Procedures.

31. Various leading officials in the Ministry of Foreign Trade
believed thet the Five Year Plan was prepared uader the
agsumption that 1t would still be posailble te import all
necesaary raw materials from the Weet, The rapid deterioration
of trade relations with the West was apparently not anti-
cipated; 1f i1t was expeeted at all, nobody thought it iwauld
bappen in such a short time, In 1949, prior to the arrest

af Evzen Loebl, extensive preparations were made by the
¥Ministry of Forelgn Trade to increase the trade w the

West, the U8 in particular. in 50X1-HUM
September 1950, there was utilﬂ‘nome procurement of US - -
commodities in violatier of US lexport sontrol 1ic°nning pro-
cedures, | jﬁd

Anaz;1A41¥ﬂgann$gxﬁgmginlv
and Austria, :° wai meaiic

that some material alfter World wWar II wan nold bv the us War

%s%eta Administration te various countries, This material] | 50X1-HLHM
was offered by profit-seeking individuals or firms W2
from guch third countrles %o Czechoalovakia, dount very 50X1-HUM

much that today among so-called "workers' cadres”" in the
forelgn trade organizations in Czechoslovekia would be any
individuals able to handle business transections of this tyve.,

50X1-HUM

| After the

establishment of Metrans, an international shipping and
forwarding agency in Prague, branch offices of this company
were established abroad., These offlces were probadbly used
for the 1llegal ehipment of materials from the weatern
countries to Czechoslovakia. Some of Metran'a affiliated
companies, most of which were liquidated early in 1951, were
called Intrasned.

ML S . 5 . ) weffie M It ‘4,, g
32. and Austria are now the S 50X1-HUM
08T 1mportant channrelJ ror illegal trade transdctions
| 50X1-HUM
| the gooda were i1llegally transported
in trucks frem Viemma to Czechoslovakis
° 50X1-HUM
two or three Szechs cepresenting Metrans in
at:tempted to lmport some strateglc items from
either ueing intccurate or false deriaracion:
oI Bhipped 1tems, or by shipping these items via 50X1-HUM
or | | or] [ Instead of direct
ahipments acrosg the Czech-Garman land border, the waterways
Were Often used. -
\ | 50X1-HUM

\ | customs amencies exercised different

‘ SEGRET
SEIRET/SDTUR AN ANFORMALION
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controls at the Czecd | border, on inland waterways,
and on sea harbore. There 1g a strict control at the land
norder; control is much more liberal however in
and and on the inland waterways.

\ 'instanses where shipments,rejected at
the CzechLAIfAAALborden were subssquently cleared wlthout
any difficulty when shipped by waterways.

33. Snot believe that the 1llegal trade channels from Latln
America exist any longer, since there are gtlll some legal
routes through which this trade mey move. It may be, however,
that @ pert of tha guods deldvered to Czechoslovakia under
normal trade agreements with eome Latin American or Western

European countries is of US origin. | \
some exports to Czechoslovakia included raw
materials of origin.

34, ‘ ‘there i8 not much chance that these activities
heve been continued. Illegal trade transactions are always
dangerous, and the executives of monopoly companles, afrald
usually to assume more responsibility than is absoiutely
necessary, would not risk their asreers engaging in illegal
transactions unless directly ordered to do 80 by thelr
superiors[:::%hever heard that the Ministry of Foreign Trade
has ever planned or carried out any illegal trade trans-
actions. An analysis of the .official trade statistlcs be-
tween the | and other Eurcpean
countries on one side and Czechoelovakia on the other will
shovw & consideravle volume of legel trade even in strategic
materials blocked by the US many months ago. The moet
common method used to obtain strategic materials and gooda
from the West, is Dy maintaining normal trade relations with
Western Buropeen countrles. Illegal imports of raw
materials. machinery and equipment from thase countries are
not oxtensive since there are still suilficlent legal chamnnels

to import these i1tems.

Procurement of Hard Currency

35, Czephoslovakia obtains hard currency mainly by the sale of
domestic gold, by favorable halances of trad2 vwith the hard
currency countries, and finally through various financial
transactions. The gold used in the ealse is primarily
obtained from private domestic reserves through the Darex
organization,used as an instrument to induce the population
to deliver their rings, earrings, braceletm, ato in exchange
for mcarce goods on domestio markets. The gold 18
exchanged for Darex soupond which can be used to purchase
these rare articles at & "favorable" price. Another smource
of gold 1s rumered to be thd *Usdis . .1t 18 | posmibia . shu-
some gold was given to Ozechoslovakla Dy the' UBSR zafter ' . .:
Var IT when the US and other Western Europesfn countrien
began to ourtail their exports to the USBR., Tn this way
Czechoslovekis will still 1be able to purchase essemtial goods
with the Soviet and domestie gold. On-the other hand, due
to restrictions impoeed by the Waat on exporis, the need (or
hard ourrenoy is not aa critieal as it wam before. In receai
monthe there has beaen & shortage only in British pounds.
During the past years oonasiderable amounts of foreign ’
ourrency were received through export of automoblles to Western
European countries. In 1950-51, however, thils export s
deolined sharply since the oustomers are mot aonfident they
will be able in the fuiure to zet epeare pruvts for these cars
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and do not belileve the Czeechs would go with automobile
export to the West for any considerable length cf time,
Another resson for the decline in this trade 1s *he delay
in delivery terms the customers had experiensed in the
past. Exported are usually passenger cars Skoda-12CU,

and few Tatraplans, I have no exact infermation as to e
number of exported cars, but the fligures can be found

f&LJﬁﬁigiélggt&tlstiﬁﬂ of import eountries: Austria, o
| Importe were !

Jegal, considerable profits in hard currency came £riom
various flnancial transacticnms and speculations conducted by
the Zivnostenska Banka (~hirb, wupbil 1957, bad branshies Jo Fra Yok,
lLondon, and Paris) with thHe approval of Czzchosloval.
National Bark Dr Zikmund Koneecny, former head and director
of the foreign departmen: of the new State Bank, mentloned
such transactions during his Vvisit to the Consulate in '

New York in 1949. The center of these operations was ;i"!
paris. JIn the period when-@zeéchcslovakla could still get
mecrue from tha US, there were persistent rumors that the

USSR was supplying dellars. It 1s actually possible that

in 1948-49 such credits were indeed received. Yet, at

the present time, the entire hard currency 1s
obtained solely through exports.

US statisties concerning US eaport trade to Czechoslovaiciz
gave slightly higher figures than those given by the
Czechoslovak fdevernment. Sometimes the US statistics ghowed
exports to Czechoslovakia which we could not find in Czech
gtatisties. They mentloned, for example, durlng geveral
months in 1949-50, exports of tobacco and tobacco products
to Czechoslovakia, amounting monthly teo several hundred :
thousand dollars. | | Buch exports were , 50

never ordered by the Ministry of Forelgn Trade and con- X1-HUM
sequently never reached Czecheoslovakia |  |assume they went 50X1 Hfmz
\ 'and disappeared there on the -
bla+k merket. It is possible that these and similar goods . 50X144E££
were declared in transit to Czechoslovakia in order to evade :
custom dutles and taxes 1in West Europe. If some material of

US origin came illegally to Czechoslovakia, it is to be

ageumed that 1t came via some other countries, in which case

1t would not be shown in the group of Czechoslovak statistlcz = ~rats
with the US, but in the group of Czecheslovak stetistlcs of “rass wi'n
the particular country the materlai came from.

| | 50X1-HUM
‘ [ The volume of trade with the SHovlet :

Union and its satellites was a carefully guaréed secret. | |
however,|  |any published rigares regarding thris

trade would be pure fabricatlcens 1ntended to serve Commuanigt 50X1-HUM
propaganda .,
50X1-HUM
aperr sucurtzt caromwation  SEGRET 50X1-HUM
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Blocked U3 Equipment for Construction of Synthetic Rubter Plant
Tn pratisiava and some Steel-MI111s.

39, The equipment for construction of a synthetle rirrear piac’ In
Bratislava was ordered in the US several years ago and
eventually blocked by US authorities. This has caused a
iong delay in the expanslon of precduction of the Matador
Naticnal Corporation in Bratislava for which thils equipment
was ordered. The problem of this equlpment is handled to-
gether with some other industrial equipment blocked by the US
namely some steel-mill machinery. The last 1nf'or'ma’cion]—,_\
about the rubber plant equipment was in May 1951LUS_F_[

1t was sold to some other party in the . or
the 1iquildation of thiz and other assets, there were two
speclal advisors Semt from Prague in the sumner of L9EL o ths
Czechoslovak Embassy in Washington. The equipment for rubber
plant Matador in Bratislava 18 belng now completed by

50X1-HUM

Brnenske Strojirenske Zavody Kleumenta Gottwalda in Brno. 50X1-HUM

The blocked steel-mill ordered by the Czechoslovak Govern-

ment in 1946-47 is now teing builtuac o blueprints of 4
the blocked equipment. Back in 1949 50X1-HUM

these blueprints, together with the detalled technical
deseription, were sold to Czechoslovakia for US $150 thousand.

4o, There could be today about US $12 - 15 million value of
ordered and prepaid equipment and machinery for Czechoslovakia,
hlocked in the US.

Decentralization of the Czechoslovak Textile Industry and Forazign
Trade in Tertlles.

43 . Czeehoslovak textile industries were mostly inherlted 1n
1918 from the Austro--Hungarien Empire. Very few were f
modernized later and eaquinped with modsrn machinery.  Except

‘for flax, the teztile industry used imported raw materials
and the finished products were mostly exported. The largest

number of textile plants were located in the Sudetenland.
Expulsion of some three millilon inhabitants after the end of
the last war caused a great shortage of manpower i1n this
particular region, affecting especlally coal mines and

textile plants.

42, When the Two and later the Five Year Plans went into effect.
with the emphasis put on the development of heavy industry,
and when the Czechoslovak sconomy received the general
directive to "eliminate the dependence of natlonal economy
on western markets", it became clear that the textile
industry was facing its black period. Smaller textile enter~
prises taken away and "confiscated! from ethnlc Germans were
not included in - the newly orgonized naticnal textlle cor-
porations, but were simply liguidated. The eqguipment of such
plants was elther =:rapysi oOr &so.d carrdad.. Some f the
machinery, however, was avernanled and mpved with®¥n the

"industrialization program® of Slovakia, to the eastern parts

of Czechoslovakia. in the first days of Jewish mass

emigration to Palestine some permisslong were even grested to

Jewlsh owners to take such machinery along, as long 2e 1T

belonged to them before the war. Before the real rearmament

program went into effect and the old equipment was not used

as scrap metal, the confiscated textiie machinery vag axv.oried

and sold to Israel, Turkey, India, and even tc some Souwoh

Amerlean countries.
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0 Lo Bl 1954, toe vexbile industry underwent anovi,er re-

orgactzation, and the large national corporations wi:e 2ol
mto smaller combines consisting of cwo Lo chiree plan
With the restriction of imports from tie West, the (uerne.  wval

rext1ie industry has encounted gerious ALfficulities In pruo-
ducticn., Raw materials received from the USSK and oiher
satellite countries were not only insufficient, ut «lso
inadeguate for Czechoslovak machinery. Back in 1949 and 1950
lmany complaints from US lmporters . .
about delays in delivery of contracted textiles from Czech- 50X1-HUME
oslovakla, and ever deterlorating quality of export textliles. ;o
This was caused not only by mismanagement and unskilied
labor. but mainly by the poor quality of raw materials.

| Czechoslovakia | 50X1-HUM

[could not fulfill ofligationg In delfveries
of textiles to U3 customers due to increesed delivery quotas
in textiles to USSR, even in the finest quallties, exported
previouzly soclely to the US. The same happened with the

fine glasseware. Originally Czechoslovak export of texiiles
was maintained practlically all over the world, but recently
rhe extent of trade was slashed sharply due to the re-
organization of textile production. In the fubture the textile
industry bhas to satisfy only demands of domesgtlc markets and
to make some deliveries to the USSR and satellite countrles, -
This is the governmental polleya| ~  |however,[  |atv 50X1-HUM
least for a certain time the Czecha will continue to exporc
some textiles to the West, especially the linens meade frox
domestic or Folish fiax,

A1l exports of textiles and importe of raw materiuls fuvr Lbhels
The

production is done excluslvely by Centrotex Co, lragus,
general manager of this company 18 Ing Frantisek Adamek,]

SECRET
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Centrotex hdd jts own representation in
New York for the US and Canada. This was the Alltex Ing,
located in Willlam St, NYC. The Alltex 4id not conduct
any businesgs activity on i1ts own account, nor in its own
name, It solely supervised activitles of rep:esentatives,
assinted 1in selection of new representatives; in settlement
of ciaims, and kept the Centrotex informed about prevalling
conditions on the markets, designs, fashiona etc, President
of this corporation was & certein Mr who at the

. W : 3 s ds

whose

contract with Centrotex was later discontinued in
compllance with the governmental regulation that no Czech -
sIovak emigrant should have, n the future, any part
in Czechoslovak forelgn trade, |

48? The main Centrotex exports to the US were or still are as

follows: cotton goods, linen, hats and kerets, woolens, Jute
producta (coffee bags), artificial flowers. The most de-

ed information about customers, prices, etc -ould be given -
Mr » who knew everything about the Centrotex
operations in vhe US and Canada., The entire Centrotex

orgdnizn+ion which employed normally about 3000 people in

o annm svakia MmN A T ol
gzeenoziova nice s WaS reeent .AJ slaoncd ©C 1C8C Than & halr,

Czechoslovak Trade with the USSR.

51

cZeehoulovak trade with the USSR In 1948 was
represented by 6.25% of the Czechoslovak exports, grain deliv-
eries excluded,. | | at the CP meetings,
Minister Dr Gregor menticned several times, that the trade
rel o ians ard on "pbrotherly", but alao on a strict buminess
basis. It was told that generally export and Iimport prices
in this {rade are the same &8 on the world markets, but
actually alightly lower, for they are understood FOB border
station Cop.

SEGLM..H-
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52. [::::::]no information on the effect of the revaluation of 50X1-HUM §
the ruble 1n 1950 on Czechoslovak-Soviet Trade, ner
any concrete and detalled information apout the leveil of
this trade. | | Czechoslovak 50X1-HUM &

dellveries to the USSR had conasiderably increased during

the past years. Today Czechoslovakia 1s delivering to the
USSR even goods for which there was no interest in the USSR
ever before. This appliles particularly to the famous

Czech glassware and costume Jewelry stenes. In spring, 1951,
the Soviet requested delivery of immitation stones per welght,
instead of per dozen, a8 is customary all over the world.
They asked for types and sizes which up to that time had
been the speclalty for US markets, But the deliverles to “he
USSR have first priority and the Czechoslovak eccnomy had
suffered great ioséss on Hoi: Jisal, The people from Jablonec,
which 1s the center of this famous costume Jewelry industry,
came to Prague to the Ministry for help; to save thelr
traditional market, There wag nobody of course in the Minlstry
to dare to criticlze the government export polley to ~he USSR.
The same 1S happening at present to Centrotex which hasg to
export %o thr USSR some of 1ts finest textlles, gent orginally
solely to US markets. There is sufficilent reason to belleve
that even deliveriles of consumer good to the USSR had
recently considerably increased., It could be said in general,
that the Czechoslovak deliveries to USSR are fulfilled mainly
on account of exports going orglnally to the Wegt, and on
account of Czechoslovak domestic consumption.

53, It 1s belleved that among all gatellites the Soviets are
interested maatly, from the economic point, in Czechoslovakila,
and, in politlcal respectsin Poiand. The reascn for 1t 1=
the industrial potential of Czechosiovakla, and the ample
existing possibilities for "milking" 1t. The general opinlon
smonz employcese of the Ministry of Foreign Trade was that
the Soviets were trying to level the atandard of iiving in
all satellite countries and to adjust it to that of the USSR,
The only country where they are not able to do 80 is8
East Germany, where the people silill have some cpportunity
to compare the Western and Eastern standards of living, es-
pecially in Beriin, :

54 . 50X1-HUM §

- [ no direct
eontrols are in effect, With respect to industrial pro-
duction and planning, the USSR and CEMA give to the Gzeinosi-vak
Government only general directives, More strict and detalled
control 1g exercised by the local Communilet Party, carrying
out Anstructions from Moscow, .

55. 50X1-HUM

- There
1s a Soviet trade representative in Prague, hut 1% seems‘to

be similar to commerclal attaches 1n some western countries,
The Soviet Trade Office in Prague 1ls not comparable to Amtorg
in the Unilited States; it 1s actually a commerclal department

of the USSR Embassy. The only Soviet organlzations trans-
acting business in Czechoslovakla are Aeroflet, Sovetukaya
Knlga (Soviet Bookshop), and the Sovexportkino. Almost ail

the personnel in these organlzations are Czechs,

el -
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