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FOREWORD

This memorandum was prepared initially as part of the ORR Con-
tribution to NIE 12-59, The Outlook in the European Satellites.
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FRINCIPAI, ECONOMIC DEVELOPMENTS . .
<IN THE EUROPEAN . SATELLITES IN 1958%. .. _

Summaxy

The dominant economic trends in the European Satellites** in 1958
were a greater conformity to Soviet policies, impressive rates of _
industrial growth, an over-all decline in agricultural output, progress
in expanding and balancing forelgn trade, more intensive efforts to
rationalize the structures of the economies, and a slowing down or ab-
sence of improvements in living conditions. - e

Changes in economic policy generally reflected more optimistic -.-
views of opportunities for increasing production and stronger emphasis
on investment. The socialization of the economies along Soviet lines
was pushed with greater determination. Increased attention was given
to improving the efficiency of economic management and the productiv-
ity of workers. These shifts in policy are exemplified by the pro-.
Jected "leap forward" in Bulgaria; the upward revisions of ‘important
goals in Czechoslovakia, East Germany, and Hungary; intensified col-
lectivization of farms in several Satellites; the gradusl revision of
vork norms and wage systems; and some decentralization of decision-
making in operationsl matters. R T O R S

Increases in national income*** were lower than the averages for
1954-57 in several Satellites, but rates of industrial»expansion were
favorable throughout the area. Gains in gross industrial production
ranged from 10 to 12 percent in the most developed countries and even
more in Bulgaria and Albania, exceeding the planned goals in each in-
stance. In Bulgaria, Czechoslovakia, and East Germany, the increases
were the largest of the past 5 years. Increases in employment made- -
an important contribution to the growth of industry in nearly all of
the countries, including those with labor shortages. New and improved
production facilities and the increased availebility of industrial ma-
terials also ylelded important gains in output.

¥ The estimates and conclusions in this memorandum represent the
best judgment of this Office as of 15 June 1959G. e

** The terms European Satellites and Satellites are uSed inter:
changeably in this memorandum. S LI i
¥*¥* A1l references in this memorandum to the national income of the
Satellites are based on the Communist concept, which excludes “"npon-
productive”™ services but includes indirect taxes. - L EmTT T




Considerable progress was made in the formation of collective
farms* in several Satellites during 1958. The collectivized areas
in East Germany, Czechoslovakia, and Rumania grew by about one-
fourth to one-half.- By the end.of the year, -collectivized areas..
in the Satellites ranged from about 86 percent of total agricultural
land in Bulgaria to a mere 1 percent in Poland.

Czechoslovakisa, Hungary, and Poland were able to boost their ex-
ports substantially in 1958, and trade balances were favorable in
each Satellite except Albania and Poland which continued to utilize
long -term credits extended earlier.” New Soviet credits for the Satel-
lite€’s were much smaller than in 1956 or 1957 and probably were ex—~ -
ceeded by'Satelllte loans to undardeveloped areas.-- - R

The efforts of the Council for Mutual Economic Assistance (CEMA)
to coordinate Satellite economic plans and promote specialization of
production were intensified in 1958.+ Bilateral trade-agreements
between countries of the. Soviet Bloc were prepared for “the:period-: : -
through 1965 (and in outline through 1975).-- Under. the térms of these
agreements, -the USSR has’agreed to supply much larger volumes:of:in-~
dustrial materials to the most developed Satellites, espec¢ially.East
Germany. An analysis of-long-term trade’and production:plans by: : °
CEMA, however, reportedly revealed serious deficienciesiin.the plans
for supplies of industrial materlals s Steps are being taken to cor-_
rect these 1nconsisten01es..ua SR RS < Love

thtle Oor no 1mprovement in llVng condltions.took iplace’? incﬁun—
gary, Czechoslovakia, Rumania, or (probably) Albania in 1958, and the
advances in the other countries were smaller-than in'the?préVioué 2
years. The availability.of food, in terms of.calories :per capita; ..
has been adequate in recent-years except in Albania, ‘but-progress.in
improving the quality and variety of the diet has-been ‘slow::% Supplies
of durable. consumer ‘goods,-although-increasing rapidly;7arevrstillsquite
limited. The shortage and poor quality of housing remains~a serious:-
problem except'possibly‘in'Czechoslovakia - Housing ‘conditions“con-=+
tinued to worsen in’ Poland Hungary, and Rumania-in: 1958305 = e

1. Economic Policy 3.£ .
Signlflcant changes in economic policy occurred in 1958 in most ™"
of the Satelllte countrles ~ The domlnant orlentation of policy in R

[ s o

Josane Thm QBT GTL

* The term collectlve farms refers in thls memorandum to all typesAJ
of cooperatives for agricultural production.




1957 was adjustment to the uprisings of 1956, consolidation of
earlier achievements, moderation in fixing production goals for the
following year, and increased consideration of the needs of con-
sumers. In contrast, the policy changes of 1958 reflected a more ..
optimistic officisl assessment of economic capabilities; a-greater
concern with future rates of growth than with improvements in liv-
ing conditions, and a desire to press forward. with the "building

of socislism" in spite of some cost in productive efficiency and
popular support. Economic developments in 1958 were determined
largely by the policies of the previous year, but changes in policy
during 1958 already have had important effects on agricultural col--
lectivization and can be expected to make themselves felt in other
respects in 1959 60..‘ . R S

The most strlking change in 1958 was the projected "leap for-‘n~
#ard" in Bulgaria. -This proposal by Party Secretary Zhivkov calls :
/ for a speedup of economic activity that is without precedent among :.:-

the Satellites. Even if the announced intention to fulfill the-_
Third Five Year Plan (1958-62) in 3 or 4 years is<taken seriously --
and fulfillment in 3 years is most improbable -- such specific ob-:~
Jjectives as doubling agricultural output in 1 year and: trebling-it-
in 2 years seem unattainable. The subsequent reduction of the agri-
cultural goal for 1959 to a Th-percent increase does.not conspic-
uously improve the realism of the plan. ..The speedup appears-to be:
based on the hope of a miraculous upsurge of productive effort by:
the population rather than on a reasonable estimate. of what might:
be accomplished with the means at hand,:even under:the: assumption :
of an extreme shift of resources -in support of g "leap." wirims ownic

SR BT _'.'::._, TSI Iy

Rev151ons of over- all productlon goals were also announced in -
Czechoslovakia, East Germany, and (in early 1959) Hungary, but the
changes are appreciable only for the last two countries.: The.- ’
planned increase from 1955 to ‘1960 in the gross. industrial: produc—fﬂ
tion of East Germany, ‘initially announced as 55 percent and then:—:
cut to 34 percent in 1957, was boosted to about 42 percent in 1958.-
Although this latest revision might be considered a:rconsequence of.:
Party Secretary Ulbricht's victory over the "economic:realists". in::
the East German government, the goal does.not-seem unrealistic.in <o
view of recent accomplishments and the economic-.assistance ‘granted -
in 1958 by the USSR. -In Hungary & recent resolution by:the Central
Committee of the Party called. for the achievement in-1959 of the .-
most important objectives set for 1960 in the interim Three Year,-;
Plan. ‘Except .in industry, this accelerated program appears to be*"
beyond the capabllltles .of the economy Datlommalnivisialn Wil

Some changes in agrlcultural policy appeared in the Satellites-
in 1958 and early 1959 --.2ll in the direction of greater conform-"

ity with current Soviet practices. Collectivization of agriculture

_'3_.
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was pushed more vigorously in several of the Satellites. The push-
was more subtle than in the early 1950's, although instances of .
harsh methods have been reported, especially in Rumania. Bulgaria
and Czechoslovakia announced plans for the elimination of compulsory
deliveries of agricultural products in 1959 and, together with East
Germany, indicated their intentions of transferring at least some of
the equipment and personnel of the machine tractor stations (MTS's)
to collective farms.

In some of the Satellites dnring 1958 policy concerning.the'di—
vision of national income between consumption and investment shifted
slightly to the advantage of investment.  Investment grew much more
rapidly than consumption in Czechoslovakia, although a more equal ex-
pansion is planned for 1959. In Hungary the pace of economic recovery
from the effects of the uprising encouraged the regime to raise the
investment goel for 1958 by 13 percent, but:the regime _adhered to its
earlier position that living standards: could be maintained:only at - .
the 1957 level. The share of investment in-the national:income thus
is being increased more rapidly than’was scheduled in’ the Hungarian
Three Year Plan for -1958-60; but -the proportion (about-1h.percent of -
national income in 1958) remains low by Soviet Bloc standards. 3

A )

The principal development affecting consumption in East Germany
was the sbolition of:rationing of certain basic foods:- <The: move {z..
evidently was motivated by the desire to-eliminate the aspectrofithe .
"garrison state" that:continued rationing suggested and:tosreduce = -
the dissatisfaction of .the.consumers by offering greater: +freedom: of :.
choice among®goods. * This action, however,: -implied no major:change =-
in policy concerning the share of national income devoted to con-.

sumption S BRI Sl e

During 1958, several Satellites undertook revisionsof :work norms
“and wage rates to encourage their workers to:increase: production.“.The
characteristic features of the "reforms" are.increases:in both norms -
and basic wage rates, reduction of bonuses for sbove-norm ‘performance,
and “some adjustment of -wage differentials-among:various-industries or

occupations. : Perhaps the most -striking aspect ‘of these~reforms - 1is -

the cautious manner in which they are being -instituted.s:The revisions
in Czechoslovakia,. first announced in.1956,:were -finally-tried“out=in

a few establishments during the second helf of :1958: and,: despite some

demonstrations by workers, were extended to:include :72: enterprises by

March 1959. . Completion of the reform is:scheduled for 1960.;Changes

were also 1ntroduced experimentally in: 70 enterprises.in:Bulgaria.and

in a few enterprises in Poland in 1958, and gradual extension to-other
enterprises .is planned in both countries. Little progress was made in
East Germany, where long-continued efforts by .the regime to Antroduce

reforms have been frustrated'by actual or. threatened opposition-from

S T



workers. Efforts to strengthen work incentives . in Hungary were
focused on a profit-sharing plan, the amounts distributed being
determined in part by reductions in production costs. In Rumania
the wage reform begun in 1957 was completed in 1958 apparently

-SRTITAT

without much open resistance o R P -

[

2. Economic Growth T L.

- The degree of plan fulfillment and actual percentage gains in
1ndustrial production were quite favorable in every Satellite in
1958, but the slow growth or decline of agricultural-output held
some over-all rates of economic growth below ‘earlier.levels. Pre-
liminary official data and estimates indicaté increases..in:pational
income (as defined in Commnist countries):of about.4 to 8 percent -
in five of the larger countries and 15 percent'-in".Al.bania.': +There
apparently was little or no growth in the national:income:of Rumania.
/These increases generally compare favorably.with recent growth rates
in Western Europe, even after an allowance is made for differences in
the concepts and methods underlying.-the statistics. 2. The:announced or
estimated percentage increases in the national ‘{ncomes-of the Satel-.
lites are shown below

Average . .11 2.5 -Preliminary
195k -57 " 11957 *2 imar 1958:

s Albania
i “Bulgaria =~ -
: .'Czechoslovakia
East Germany
Hungary ’
“Poland
Rumania

—~ 0 W= =3\ O

. Agricultural production in the Satellitéféréa’waé*lbwef“inf1958
than: in 1957, principally as a resultof™ poor- “yeatherT £ The gains -
in gross agricultural output of 3 to’ 7T percent “elaimed by Czéchoslo-
vakia,: East Germany, and Polend appear:-to-be exaggerated “The esti-
mated increases were more than offset by~ the déélines3in “the other -
countries, where weather condltions for crop production were below '

Increases in gross industrial pmduction were‘large throughout £
the area, amounting to 10 to 12 percent in”the*iost déveloped :coun- -
tries and even more in Albania &nd Bulg’afia ~ZPlanned ‘Yevels of -in-"=
dustrial production,’ which reflected more-cautious official éxpectas™
tions than in earlier years, were exceeded in every ceuntry by margins



of 2 to 6 percent. Rates of growth in Bulgaria, Czechoslovakia,
and East Germsny were the highest of the past 5 years and an evi-;*-.
dent source of satisfaction to the regimes. ' Do B

Several factors contributed to this expansion of industry.
Increased employment in industry was an important source of addi-
tional output in nearly all of the countries. Even in East Germsny
and Czechoslovakia, where there has been a shortage of labor .for
several years, the number of "production.workers" (a'classification ;
used by the Satellites in computing gains in productivity) grew by- .

. about 2 percent and 4 percent, ‘respectively. i:Increases of-3- percent
or more were registered in all of the other .countries except Poland,
where ‘the gain was only 1 -percent.-_Shortages of labor or- drives for
greater efficiency resulted in a:transfer of workers in-some-of-the -
Satellites from "nonproductive":to:"productive" activity:within -in-. .-
dustry./ Over-all -industrial employment consequently did:not. in-every
case rise as much as the nnmber of production workers:Yagwrcat age s

ME oty moimn | amecdE vatagl :r'~
“ The improved availability of raw materials and semifinished-goods
contributed apprecisbly to-the-rise of industrial -production:s:This..
improvement was the result O0f the buildup of inventories-of suchie:::
goods in 1957 -- when additions to inventories were especially large
in East Germany, Hungary, and Poland -- and a greater volume of im-
ports of industrial materials in 1958.s:These improvements in supply
facilitated a more complete and efficient use of the labor force and
plant capacity. - T . .
: AT . gr e : s:nsaiA o
New and’ improved production facilities also contributed to the 7“5
increases in output. This factor probably was. of,greater'importance
than usual in Czechoslovakia:and East:Germany,.where:the:growth of
investment in fixed capital was especially large'inn1956,and_exceeded
the rates of growth for national income in 1957. . The:-payoff from
this investment in these countries began to appear significantly in |
1958. T o - .-:'

Several of. the .Satellites also attempted to boost*output through _
reforms of their. wage: structures: (as.outlined above)-and ,through e
changes in their systems of - economic organization.~'Changes .0f-the ~»;;1
latter type were carried out in. Czechoslovakia, Eastacermahy, and; i
Poland in 1958 and.were begun in:Bulgaria:in.early- 1959,5~Thehnature1
of the modifications varies-from:country:to-country, but:all-of-them-
have some decentralization of decislon-making in operational matters -
as a central feature. At the same time, the higher policymaking func—
tions in East Germany have been:concentrated.further by’broadeninngﬁ'
the powers of the State Planning Commission at the . expense of:the &
economic ministries,. some of.which were .asbolished.:-The.motivationrys -
for the East German reorganization was: strongly‘political,ebut,the. 53
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strengthening of Party control was expected to have a decidedly
favorable economic effect. Although the effects on output of the
wage revisions and changes in economic organization in the various
Satellites can hardly be isolated, these effects clearly did not
disrupt the expansion of industrial output. .Indeed, -in view of - —
the accomplishments of industry during the year, some beneficisl
effects might reasonably be inferred. -

. ° ’ .

3. Agricultural Collectivization

One of the outstanding economic developments in the Satellites =~
in 1958 was the substantial increase in the area held by collective
farms in Albania, Czechoslovekia, and East Germany. The area under .
collectivization was also expanded in Bulgaria, Hungery, and Rumania,
but there was no change in Peland. By the end of the year the pro-. .
portion of total agricultural land in the collective sector ranged

/from about 86 percent.in.Bulgaria to a mere 1. percent in:Poland.:
Changes in the degree of collectivization during the- -year-and the
varying importance at the end of the year of the-socialist sector
(collective farms and state farms combined) may be summarlzed ar
follows: R T T e e o AT Sl +

Collectlve Farms -
Cmmt et T s EEacih Collectlve and
RN End 5 End ~- = State Farms- -

LI A

.of 1957 of 1958 (End of 1958L

e e

Albania 58 76 83
. BIngaIia _81. = 7;;86_-4"’»': R ?'«"'»:~93.':1
Czechoslovakia-. - 47.. .58 STSSEITE! f O
East Germany :-r=: 25-:- .37 .= LA
- Hungary - -: ez il2 -ea 228 ¢
- Poland :- -5 oL oo L0 213
57\ -

Rumania -« -.::w % 25 o

EESER A ,i::“’ DS GRS S ,« SLGENT i, Ry e n e o

The data shoﬁ that the soc1a11zatlon of ragriculture.was:essens -z
tially completed in Bulgaria and covered more than three- fourths of

T - s 5 nves ..‘_.,,

* The data on Albania and Hungary represent arab
Agricultural land consists of arable land plus pastures, meadDWS,

orchards, vineyards, and. gardens. i - e
*¥ This share increased to 31 percent. by'the end of March 1959.~

-7 -



the land in Czechoslovakia and Albania by the end of 1958. Sociali-
zation was less advanced in East Germany snd Rumania in spite of the
increases of the year. The previous cautious efforts of the Hungarian.
government to recoup the losses of 1956 gave way to a vigorous cam-
paign in late 1958 and early 1959 which doubled the collectivized
area within 5 months, so that the proportion approximated the pre-
vious peak of 1953. In Poland, however, there was no serious ef-

fort to increase the collectivized area.

: Developments in 1958 thus accentuated the already great differ—'
‘ences in the status of agricultural collectivization among the.Satel-
1litées. In no other sphere of economic activity are there comparable
differences in effective policy,‘and in no other respect do economic.
institutions in-any-of the:Satellites diverge so much from the Sov1et

model as in Pollsh agriculture .--x“i—i. _.uagui“.

o
PR n. —- -

MoSt of the peasants in - the Satellites evidently remain’ opposed
in principle -to.the idea.of- collectivization.» ‘Recent”trends: show;s.-"
- however, that this. resistancecan- gradually be overcome under certain
circumstances without causing:a‘reduction in output,‘although-not - .
without making increases in output difficult. The growth of collec==
tivization in these countries during the past several years cannot .
for the most part be attributed to a degree of coercion-or economic
discrimination greater than’in:the:campaigns:of-:the early 1950's. - -
. Such methods are still to be found, but (with occasional exceptions,
as in Rumania in 1958 and Hungary:moreirecently) they. have become. - :
less prevalent- since:the-introduction of the "new course.' - ‘Never-: - ..
theless, the continuation- of collectivization efforts over a “period
of 10 years or_so no, _doubt:has:caused some:loss of hope among inde-:i
pendent peasants and worn down their resistance.~ el ,

~ The attltudes of these peasants have also been influenced in a.-
more positive way by changes in policy that have:facilitateds: vin- v‘j
creases in output (by expanding agricultural investment:and: the avail-
ability of supplies) and increases-in agricultural incomei(by rais-: :
ing commodity prices and other means). - Changes of this type;ibenefit-
ing both independent and collective:farmers, during the® past-several B
years have overshadowed efforts to drive independent farmers into
collectives by increasing the burdens on private operations or by
broadening the economic advantages offered by- collective farmg it

VINGn Lona Blutoaon il ,...j.:::x”"’)’ vilsiz

Efforts to collectiv1ze clearly have had a depre551ng .effect on
agricultural output in the sense that the potential for prgduction
with existing resources and technology has-not.been ‘realized: cCol-«
lective farms in the-Satellites- ‘have -on the" whole proved to be.less; i
efficient producing units than private farms. :.Peasant.resistance to,
joining collectives has been overcome .and the collectivized aregl - %< . -~




steadily expanded, but the sluggishness of the growth of output, in
spite of the increased attention given to production inputs end in- -
centives, shows that the program has had a high eCODOmic cost. -

k., TForeign Trade a.nd. Economic Coopera.tion . -_ oo -“' '-.--L

One of the foremost objectives of economic ple.nning in the Sa.tel—
lites is a rapid expansion of the cutput of exportable goods. Steadily
rising volumes of exports.are needed in the more industrialized coun-
tries to pay for growing imports of raw materials and in the less de-
veloped countries to pay for needed capital equipment. Nearly all of
the Satellites, moreover, have the task of maintaining or achieving-
surpluses of exports in spite of rising requirements.for imports. s'_~;
Surpluses of exports in commodity trade were needed in several -of the
countries in 1958 to cover customary deficits on the services: account,
to implement credits. extended to underdeveloped areas or other coun-
fries of the Sino-Soviet Bloc,: or to reduce short-term foreign’ in~ ;.
debtedness. The Satellites that recently have received long-term : ---
credits -- notably ‘Poland and Hungary ~- have the additional task ,
over the next few years of developing export surpluses sufficient to
permit initiation of the repayment of the loans. =ir:: T gt “

The scattered data available for the Sate]_lites ind.icate credit-
able achievements in foreign trade in 1958. - These achievements: werer ,'
made possible not only by-the sizable gains in industrial output : Mamoge
throughout the area but also by changes-in the terms of. trade whichm_
helped Czechoslova.kia, ‘East Germany,. and Hungary..: Increases :in’the 'z
physical volume of exports were-especially large in: Czechoslovakia,
Hungary, and Poland, while their volumes of imports either. staye {
ebout. the same as in 1957 or declined slightly. - Balances in- Com=i35 x5
modity trade were on the whole more favorable than in 1957, and. there
was no net foreign investment in the countries as a group.--As: the
following tabulation of the net export or import balance in. cémmod~ =
ity trade shows, export balances were achieved :Ln 1958 :Ln ea’.ch Sa.tel-;
lite except Poland and Alba.nia. sz o =74 :

RGO RN ST 1957
Albania : -us - (amount N.A. )
Bulgaria +47 +50 .

" Czechoslovakia .. . -29 ... . 4156 %4 & Feoan
East Germany . - +195 - . - 4210 g
Hungary .. : .. =194 . . . 450.+% .
Poland - - . =27T.. . =167 . :i...
Rumania ... .. - .-W4  + (amount N. A ) \_f-.v;_f,“

* Dollar values are given in current US dollars throughout this
memorandum. :

..9_
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Poland managed to increase its volume of exports by an impres-
sive 20.percent in 1958, but lower prices in the West for coal held
down earnings from trade with countries outside the Sino-Soviet Bloc
and limited the over-all growth of exports to about 9 percent in
terms of value. Because the value of imports declined, however, the
trade deficit was about three-fifths as large as that of 1957. This
reduction .is a considerable achievement, but further intensive ef- -
forts will have to be made to expand exports if adequate surpluses .
are to be available for scheduled payments of debt:in the:1960's.: . -

1

LIRS malveon ot ovs

The foreign trade balance of Hungary in“1958 reflects: the sur- .
pris/ingly' rapid recovery of industrial output since-the:revolt,ras
well as more favorable :terms of trade. . The value of ‘exports ‘rose :: .
about 40 percent. above the value ‘in 1957; while ‘the>very high level
of imports made possible by foreign aid:in 1957 was reduced by ‘8 per-
cent. ,The large deficit of 1957 accordingly was converted:to ‘g small
surplus in 1958, and a small payment was. e on-thecdebts incurred -
in 1957, o7 cissnws swa 0o e

o L TP A ST ST P Or S
ST Sa L HRlIaladed sl o ldAneais

BT n N .~ mEE

SRR S DR NG

‘East Germany, the largest net- importer of raw- and:semifinished -
materials among the. Satellites, also profited ‘when<surpluses :of -these
materials developed in Western markets. West Gemany' was unwilling,
however, to -increase deliveries of materials- (against -East.:Germad’
shipments . in 1959-60) to' the extent ‘which “the"Ulbricht regimépro=ldis
Posed in an effort ‘to take ‘edonomic and propaganda-advantdgerof<West
German market difficulties. «'In spite of a:decline “in:Eas¥ German(/z:.;
exports to Western markets ,-'sié.-Lbalanced'gI‘owt:thﬁ«j’dvér’-"alil;igéxpc?rﬁs'qil?;ﬁ A
and imports of:about U percent;:!in<terms<of ~alueP Sceurred 1958 i
The real volume of -imports of ‘industridl»materials increased. conFEEL
siderably more than -that, however;.with.beneficial:’effectston pro=is: =
duction. . . M0 ol osmir odduin ot gros sicde odF go SYOW sabay iy

LR L YLerE RmE muLer Ty oada Do dinog g : oSk 2

- The' share of.the turnover:of foreign+trade account ribyrthe st -
Sino-Soviet Bloc declined in:Poland (from+59 to ‘56 percei ~oftithe y3I:r .
total), increased moderately in Czechoslovekia; fand fcontihuedcat: about -
the 1957 level in the other Satellites for which data are available
(Bulgaria, East Gefnianj,p’é.nd_,ﬁunga.ry).,;_These“_sha.res,wyhich now range
from 56 percent in Poland to perhaps 95 percent in Albania; remain
below the 1953 level for .every Satellite. The USSR accounted for:
only 26 percent of the total trade turnover of Poland in 1958 com- -
pared with 31 percent in 1957. R JIESToA L

L Sluagiud o0

The efforts of CEMA to make the "economic st ucturé “Of the Soviet -
Bloc more rational were intensified ‘in 1958.%¢ 4 *impetus to heightened
activity in.this field was provided by Khrushchev*during his visit to .
Hungary in April. The Soviet leader “sharply criticized ‘the inadequacy
of economic cooperation among the Satellites and urged’both increased

- 10 -



industrial specialization and coordination of plans as bases for
more efficient production. These remarks were followed by an eco-
nomic conference attended by Party leaders in Moscow in May, at
which the importance of plan coordination and the role of CEMA vwere
stressed, and by a plenary session of CEMA in Bucharest in June,
which directed the preparation of trade agreements throug,h 1965 and
in broad outline tb.rough 1975.

Subsequent analysis by CEMA of the preliminary plans for pro-,
duction and trade in the Satellites through 1965 reportedly revealed
serious deficiencies and inconsistencies, especially in the plans
for supplies of industrial materials. This problem was discussed ...-
at the 10th plenary session of CEMA in Prague in December, and the
standing CEMA committees for various industries were instructed to
draw up detailed recommendations for presentation to, the 11th. plena.ry
session, which met in May 1959.

/
S. Relations with the USSR -.: -

New credits extended by the USSR to the Satellites in 1958 were
mich smaller than those of 1956 or 1957 and probably were exceeded by
Satellite credits of about $280 million to underdeveloped countries
outside the Sino-Soviet Bloc. This change reflects less pressing
needs in the area as a whole. rather than an alteration of the recent
Soviet policy of promoting the economic growth and stability of these
countries. » : :

e_‘wm‘ba*

sduo Laolbegralfadell oo s
East Gernany was the principal bereficiary of .new. Soviet exten—
sions of economic assistance to the Satellite a.r_eauin ;_1958 - A credit
in the amount of $162.5 million was negotiated to cover substantially
increased Soviet deliveries, chiefly of industrial materials, to East
Germany during the next-several .years....In addition,.East .German, pay-
ments for .the. support of Soviet troops stationed ,in ne country,wereu
first reduced. and then completely elimina.ted as of he“ d. of. ,the
year. How these concessions.affected East | German‘gupport payments;r ]
in 1958 is uncertain, but their vaiue in 1959 is 800 miliica ME

(Deutsche Mark East), or about. $2OO million.,

T J“feaioisveﬁ SuE. ; '_

Sitcima s itod vl Badavitom atigsdbifaal ad
Of the other Sate]_lites, L,only.. Bulgaria received.,nem credits, in._ s

1958. A Soviet loan 'of $32.5 million was,granted,for the; constmc-0 $
tion of an oil refinery, and an. additionnlicredit for.(specific An=cre
‘dustrial projects,wvas negotiated. in,July,l958.~n‘IIhe amount :anolved.‘L
in the latter. agreement was_ not.announced xqbu‘g\a_’u:ﬂxma.y wel_l exceed L dong.
the credit for.the oil refinery. --Although .only, East . Germany a.ndrp«
Bulgaria obtained new Soviet credits in 1958, several of the Satel~
lites (notably Hungary and.Poland) received .goods  from the USSRIZF x -
. during the year under .the terms of Soviet. loans, a.rranged. in 1956-57 TN




~E-E-geR=EeT—

: o e

Each of the Satellites except Albania negotiated a long-term
trade agreement with the USSR in 1958 to cover the period through
1965. These agreements suggest that the USSR is willing to support
the economic development of the Satellites, and especially of East
Germany, by furnishing greatly increased- qnantlties of industrial
materials in the future. This willingness is underlined by the
large increase planned in Soviet deliveries of iron ore, which is
in tight supply in the USSR. The degree of Satellite dependence
on Soviet supplies already is-large.- Accordlng to a recent state-
ment by a high Czechoslovak official’, :the USSR provides more than-
90 percent of Satellite ‘imports of- crude o0il, ‘about 80 percent of
the fron ore, 75 percent-of the copper, -6T percent of the cotton,
57 percent of the rolled-steel products, and the major part of the
grain. - The following data-show‘some:of ‘the increases in Soviet?'ii—
deliveries that ‘are scheduled in the 1ong-term trade agreements.
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‘Crude ‘oil &= .83tais 2ldi3 600% 1~ 39:6,000°F

" Iron ore iz aB, gedi 18410, 700091 300 90Qs
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Rolled steel :.aws

Metallurgical coke

AThese supplies “are- to “be” exchanged‘primarily for“Satellite machinery
and- equipment chemicals and.chemical“products,:elthough exports Tof = -
certain raw materials, “foodstuffs, and industrial~coﬁ§ﬁmerAgoo&s'ali*
will continue ‘to be importants *{n CEhE HrAdE TGP somé'of “the 6onntrié§f7
RIS P - ML A ELRE &\zl.ﬁr dUrat~w£saJ.J \' SEHLAE: 1
The development of such%rade- relationships’between“the'USSR
the Satellites is- motivated'by'both economic and political considera—
tions.* :The“exchange® ofggoodsTcorresponds‘atqleastbinxa general gy
to comparative costs‘of “production: and*natural‘lines ofgspecialize :iﬂ
tion; “Judging *from- “thé q1 stribat fono5t: naturaeresources'and*thﬁ“?ﬁrf-
ing“stages of~industrializatidn’reached Tin? tHége PeSuntrie s THA TUSSR -
probably also wishes;*for political“reasons“to avoid“any”fﬁfther.
sizable increase in the!share*of- Satellite*foreign trade“carriedon
Poown ALY DO LGB AﬂuiﬁelwﬂqL3¢&n" .h;uxwi*uo@r“
* Including 1 million métris’ tons 5P anstrian crudd e 1HER e =
the Soviet: reparations account R 1" “ﬁ?ﬁr SOUT L BRGE Tbi(hﬂif'ﬁﬂf 5
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with countries outside the Sino-Soviet Bloc other than the under-
developed countries. The underdeveloped countries may be able to
supply increasing amounts of some materials (mostly foodstuffs and
fibers), but the USSR must take upon itself the task of satisfying
growing Satellite needs for fuels and metals. .

Economic policies in the Satellites are influenced.both by the
doctrine and example of the USSR and by the judgment of Satellite
leaders of how the Soviet line should, and under the circumstances
can, be applied to conditions in their respective countries. The
‘recent changes in the Satellites that are most suggestive. of Soviet
influence (and perhaps pressure) are the sudden farm collectiviza-
tion drive in Hungary after almost 2 years of caution, the economic
reorganization now under way in Bulgaria (which resembles the earlier
Soviet action), and the moves by Bulgaris and Czechoslovakia to re-:-
duce the role of the MIS's. When Khrushchev's plan to merge the o

/MIS's with the collective farms.was.first. reported in early 1958,:
the initial reaction of the Bulgarian and.Czechoslovak regimes was .
that conditions in their countries were not suitable for such a-
change.

The USSR probably also influenced the decision of East Germany S
to abolish rationing of food last year. :Abolition -of rationing re-:-
portedly had been encouraged by the USSR for some time,"no-doubt with |
an eye to its political effect. cCertainly, this step.:could be con-.0 -
sidered a prerequisite:to:successful rpropaganda use:.of:the: -campaign:c
to. surpass West Germany. in the:per.capita-:consumption: of~foodstuffs.j
and “the most important. -industriel:consumer goods by:1961::It seems 3
likely that the USSR supported;the:action:either by assisting. in:the.: .
buildup of stocks -or by guaranteeing the supply.of additional quan-3
tities of foodstuffs that might be needed to meet consumer demands.
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6. Living Conditions ?

The gradual improvemenb in living:conditions:that has:taken:place i
in the Satellites in recent:years continued:in some - ‘of zthe:: countries:i}
in 1958 but not in others. There.was:little or no- -change :in Hungary;
Rumania, Czechoslovekis, and probably Albania, and the gains in the .
other countries generally .were: smaller than in preceding years: ‘be- Gy
cause of lower rates.of growth or.sizable- increases .in- exports: and T
domestic investment. .Even in_the-countries .-where the trend in- living
conditions has been distinctly- favorable,,dlssatisfaction with'cur-,o
rent 1evels of living still:1is: widespreada eiu‘,\—insisiifug W

. Sy
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. The more rapid growth of- national income in:1958 . -and-the - continu—
ing decline in population permitted an:increase-.of. Y. ‘or :57percent ini
consumption per. capita in East. Germany : —-iprobably the largest gain
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among the Satellites. Poland's increase of 4 percent in total con-
sumption yielded only a 2-percent gain per capita because of the
rapid growth of the population. The improvement in living' conditions
thus was small compared with that in 1956 and 1957. There was vir-
tually no increase in consumption per capita in Hungary, where.the
regime aimed only at the maintenance of the gains granted in 1957 as
a reaction to the revolt. The rise amounted to less . than 1 percent
in Czechoslovakia, where there was a noticeable shift of resources
to investment. : : :

{er capita availebilities of food (in calories) rose substan- -
tially in Albania, Bulgaria, and Rumania in the 1957/58 consumption
year, making up for the declines of the preceding year in each in-
stance and .reathing the highest postwar point in Rumania. . A reduc-
tion of these levels'is expected in 1958/59, however, because of ..
less favorable harvests. -East. German per capita availabilities: of o
food ificreased in 1957/58;-and a further: rise.in 1958/59 iis antici-:.
‘pated. Little change in either 1957/58 or- 1958/59 is indicated.forv
the other countries.. i1« 1 2 sheshneT L

Now that average daily food consumption in the various Satellites
(except Albania) has been=raised to-the level of -about 2,700.to 3,100
calories, the.problem is . more one:of.improving the quality and va.riety

of .the diet of urbanifamilies-than:of adding more ‘calories.: Only::. .
Czechoslovakia has achieved an:almost satisfactory balance:between o=
cereals and the ‘desirablechigh-protein:foods:of:-animal:origin.5«The.:
greatest: improvementyinzthis respectein=195 7/ 58. probably:occurred:in:
Poland, particularly in-thevsupplies of:meat in-urban:areas.® In* &rs
Hungary, however, the:pressure:tozboostiexports of. food products 1eft
- few opportunltles to 1mprove the qua.lityx of the dlet. e
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There were i‘u.rther sma.ble increases in the Satel_'l.ites in 1958
in productlon and retail sales of some types of durable:consumeri .-
goods, such as bicycles, radios, television sets, and certain house-
hold appliances.*:.Measured againstithe demand;: however;squantities

of most manufactured consumer goods remain qulte limited a.nd*prices,;‘

The short:age of housing is an’ outstanding deficiencyrin the levels
of living of. urban:consumers:in:nearly all.the Satellite=x countries.zs -
Although little change:one way. or-another!can.be expected:in the:»course
of one year, it is significant.that’theystepped-up housing progréms =N
were not sufficient to prevent:a;worseningioficonditionszin: Poland,j.:
Hungary, and Rumania in 1958. Conditions are improving very. gradually
in - Czechoslovakia;‘EastiGermany, [and:Bulgaria;- but even- :Czechoslovakia -- -
the Satellite with the.most: adequate housing:facilities:z- ‘has,a.rlong 1
way.to go:to-catch up.with.such Westernrs countries as West Germany.*ze
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