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APFENDIX B

The Soviet Propaganda line on Trede
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APPENDIX, B .
IBT PROPAGANDA LINF cogcmwme TRADE | |

sfter preparing the firast draft of this paper, the writer

apalyzed & pamphlet issued by the Soviet Government which presented

| ;n amazingly coneclse statement of the epparent and bsaic Soviet
propagendsa iine fsgarding Esst-West trade. The pémphlet. entitled
the "Resumption and Development of Internationsl Economic Relations”y
vas specifically prepared in connection with the Internetional Economic
Conference held in Moscow in April 1952. In this pemphlet the Soviet
Government has accomplishad & masterful job of skillfully presenting
the sundry deceptions concerning the nature of Soviet Bloc trade
policiea and tactics. This exposition carefully and adroitly tekes up
each of the featurea of Soviet policy which would alienate the Free
World and indicate the absence of common ground in the economic field.
1t then bdlandly deniees the existence of the poliey or invertas the faet
inte a lie about Western policies.

Thls type of Soviet propaganda has & very serious impgct in
the field of economic relatione. It will continue adversely to affeet
our economic policies until the true facts of the Soviet Bloc economic
policies are more completely understood., and understood in such a wﬁy
that the felse Soviet counterfact meets immediete raputation in the
Western mind. | |

The major points of the trede chepter in this pamphlet &are
quoted beloﬁ,tdgether with & statement in each case of the faect of the
true situat;an and the reference to thé pertineﬁt sections of this
‘paper on "The Nature of Poliey and Tactice of Soviet Type Economie

Warfare.?
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1, SOVIET INTERRST IN TRADE EXPANSION

The Soy;gt Progaganggz

"The Soviet Union is ever ready ‘%0 expand and strengthen
business and trade relstions with other countries*®

Tha Fact:

The Soviet economic doetrine, as well as declarations of
Soviet leaders and their trade activities, show this to be sn inversion
of the fact. Soviet trede is aimed &t the development‘of independence
from the need %o trade. Soviet policies are net¢ concerned with the
- principle of expansion of world trade and ecomcomie advanﬁageQ of a

.

divis;on of international labor, »The paper on Soviet Polisy and Tactics
{(varticularly Part I, Sections Il and 1V, and Part I1) shows that ths
Soviet interest is in decreaeiné its dependence upan the non-Soviet
warld and the development of an integrated Soviet Blcc'ec@nomyu This
discussion points cut that its goals and polieies sre not compatidle
ﬁith Western principles—-the expansion of world ¢trade the reduction of

discriminatory treetment. The Soviet Bloe countries ere interested only

in trede which is beneficial te the Blee from a stretegic standpoint,

-
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| 2. SOVIRT TRADING PRINCIPLES
The Sqviet Propagendas

"The Soviet Uanion ie interested in expanding trade relations
with all countries provided the principlee of non-inteference in inter-
nanl effoirs end honest fulfillment of commitments assumed on the btasls
of equality ond matual benefits are observed”. : :

*The Soviet Union...steadfastly adheres to the polioy of honor-
abls and peaceful relctions with all countries that manlfest a desire for
friendly cooperation provided the principles of matusl benefit and fule
£11lment of cormitments ore obperved.® ’

. "The moin condition for the succeesful expandon of the trade
of any state with the Chinese People's Repuhlic, with the Europesn coun-
tries of Peopls!s Republic, and the Germen Democratic Repullic, as well
as with the Soviet Union in absolute adherence to the democratic princi-

ples of equal rights and mutusl adventaze, respeet for n: tional sovereignty,
and the fulfillment of comtracts.®

iba Fagt |
The Soviets attempt to convince the Western World -that its
®economic policies and aims cre completely in line with those of the

West, and ave peaceful in intent, oven though serious basic militery end -
political conflicte may be roging sirmlteneously”, es pointed out in the
body of the paper (See Premise: Part I, Section IVs and Part IX, Section
ITT). The Soviet Hloo camot rightly epeak of trads on the basis of
pmtuel bonefit snd none-interference in internal effairs of trading
pertners. The Soviet Hlooc, as shoun above, in.erferes directly in ths
internsl affairs of their trcding partners by promoting end foetering
the circumvention of the trode laws_ of those coumtries, The Scviet Hloo
does not trﬁde on the basis of mutusl economic benefit but on the basls
of & stratesic guid-pro-quo, vhile engated in its own perticuler type

of eccnomic
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of economic werfare. The Soviet Hloc can only speek falsely of these
principles of mutual benefit; equality, etc. The falsity of these
principles is revealed in the extensive iilegazi procurement activities
_oonducted by the Soviet Govermment, The Soviet Government is on sctive
partioipant, actuany financing ond promoting tranesctions of an illegal
mture Gontmvention o £ Western controls is sn ‘official Sovlet policy.
In the pamphlet mdsr consideration this megnl eotivity is almowt ad-
mitted. In discussing ths effects of export cont:ml!.‘i it 1s astaoted:

"e_n} indeed no mere legnl acction ean exclude from the sphere of inter~
netional trade such markets. as the USSRe..Chins, Central and Scutheast
Europog Just as none cen in practice impose an economic blockacde on half
otEurope and nearly all of the continent of Aeda¥

SECRE? = SE TION
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. RESTRICTIONS OF TRADE

waace

Ihe Soviet Propoganda:

"It is impossible to cite e single measura of the Soviet
Government that prohibits or in the least degree restricts trade
between the USSR and othar countries irrespective of their sscial
and economic system.®

The Fact:

This statement is an excellent example of the typical part

trath of Soviet propogande, It s gquite true that it is probadly
impoasidle to "cite a single measure of the Soviet Government but
prohibite or....restricts trade.” The Soviet method of restricting

and ﬁrohibiting trade ie not found in ite governmentsl measurss, but

in ite planning arrangeménta° The documentation in the body of this
paper hes clearly brought out the discrininatory neture of Soviet 1onga
term and eﬁortwterm planning. Part I, Section 111 descr;bes at 1éngth
the nature of the Soviet priority system and the way in which priorities
are accorded not only with regerd to commodities to be purchased and

sold but with respect to countries, Thare should not be any doudt thét
the satellits countries give preferential treatment to the USSR in its
transactions. Instances are cited therein in which specific countries
ére instrucﬁed upon the necessity of prohibiting certain types of exports
to the Free World. This is an eszential element of the Soviet trade
policy and system but obvicusly an ungdvertised elemént. Unfortunately,
by their very neture, the Westarn denccracies cannoﬁ conceal the restrice-
tions which they heve been furced to impose hecsuse of the natufe of the
Saviet trade praétice and total objectives. The embargs which the Séviet
Bloc inltiated against Yugoslavie is, of course, & glaring example of
Soviet restrictive practice,
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4, BALANCE~QF-PAYMENTS PROBLEMS

The Soviet Propegenda:

*Trede with the USSR and the people'ls democracies does not
involve nor could it involve for Westsrn Furcpe, the doller problem,
one of the most acute economiec lssues confronting it. . . - Western
European countries stand to benefit from the extemsicn of trade with
the Bast Europesn countries: It eould help them o reduce doller
shortege if not to eliminate it fully"

Contrary to the propezanda which the Soviet Eloe has tried
to spread in the West, that the doller problem cen be alleviated by
trade with the Bloe, is the fact thet the Soviet Bloc comsistently
attempts to extort foreizn exchenge and dollers from the West (Part II;

Seetion V1I conteins several examples Qf such afforts.) -

S BELIABILITY OF SOVI®T BLOC MARKETS

The Soviet Propagandas

"By disrupting trade relatione with the USSR and the peoplef’s
democracies, that is, by following the course imposed on them, the
Western European countries are depriving themsclves of a stsble and vast
merket which 1s not subjected Lo adverse market influences.!

The Fact:

It 1s unrealistic to regard the Soviet Bloc¢ as a reliable
long~term market or source of supply. Soviet Bloc policies heve altered
the nature and character of East-West trade. The admitted objective of

- Soviet policy is to obtain from the West the mocans of production end the
means of atteining economic "independence from capitelistic countiries®
(These basic policles are reviewed in Part I, Section 11 of this peper).
The Soviete seek independence from the necessity of importinga They
wéuldg of course, be quite pleased with the situation in which they could
referse the present posttion of économic dependence between Communiet and

non~Communist see%ors of the world economy, and ecould create & siitmation

in which only the West was dependent on them for markets e¢r supply.
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In any event, the markets offered by the Soviat Bloe, because of Soviet
policies, esnnot be characterized as stsbiep and of long-term dependable

dure tion,

SECRET - SEGURITY INFORMATION
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5. ECONOMIC WARFARE

dhe Sovlet Praveganda: -
"We refer itc the main stages of the Western poliicy of economiz
warfere and trede blues of the Best...in all feirness onc must emphasize
tho one~sided character of thiz eeconomy since the Soviet Union &nd the
pecple's democracies cannot and do not share this peliey coneidering its
harmful to the caunse of peece, economic prograss and prosperity of the
people.® '

. "Interests of the Western countries and the reople’s have been
gacrificed to the E}lit&ry-ggﬂitical_gggg;ﬂerﬁtiensm It i3 impossihle
to eppraise it in eny other way than the fact thet certein Powers have
gone ovar in peace time to the rackless policy of econumic werfare and
blockade¥. , ' '

The Fact:

The accurate fact as to the situation is almest too obvisus ta
mention. The Western werld export controls were clesrly initiated after
the Soviet Bloc hed, for some time, vursued sggressively ita policy of
cold war in 2li its sspects--paychological,. ecenomic , and military.
in the West, export controls are still considered es a measure of defense
end the West has not yet underteken the offensive in economic warfare .
messures, On the other hand, the Soviet Bloec has underteken nolicies
and measures which ere clearly charactéristic of ecanomiz warfare.

(Ses Introduét;on& Section III, end Part II). It ie the Soviat Blue
couhtfies wh§ have put the primary emphasis military political consider-

ations, that is strates

e

ic goals, and heve initisted the volicy of conwe

ducting economis warfare,
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8. THE QUALITY OF SQVIET BIOC COMMODITIES

Ihe Soviet Propamendas
"The high quality of Soviet industrial end other goods has
boen demonstreted in the postwar yeors at internationsl exhibitiona

end foirs, in Baris, ILeipsig, Milan, Prague, Helsinki, Bombay, and
eleevhere, ard hcs won recognition all over the World.®

The Facts

The poor, rcther then tho high, quolity of Soviet goods has
been the subject of meny a complaint by Western European sowntries, The
deterioration and the quality of Eastern European products, particularly
thoss of Czechoslovakia, has at tiﬁ:es‘ been cited as one of the causes for
the low level of Eesietest trade referred to in the parcgraph above. The
goods which the Soviets have demonstrated at various fairs are in no way
represent: tive of the quality of the goods which have been delivered.
Gomplaints have aleo been made sbout prices, delivery dates, inspetion

~ facilities, ability to deliver on scale comparable with Western countries,

otc.
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pevds

" Qg SUPPORT OF THE BCONOMIC COMMIS:ION FOR EUROPS

Ihe Soviet FPropagerdat
RThe Sovioi Covernment has inverishly supported all msesares

proposed in this Commi:ssion (ECE) to estatliok end develop nutually
adventajeoue trade Lutween Eastern and Weslern Europs." ‘

The Paots

The Soviel Unlop has used the ECE as 2 forum for propag:nda,
attaclking the policies of the Western Europesn countries, Tt has not
shown 1ts willingneps "to develop mutusl ﬁdvanﬁageowa trads®™, TInusteed
it hes made clear in threats %o ’c-he‘sé covniries thet it is in.t,ere:s'hed
ir trade only urder ths tem defined in the puper above and on the
besis of strategiq quid-oro=quo principles. For example, 1t did use
the ECE as # chomned for en offer to export incremsed smounts of wrain
lagt yeor, tut the wondiidon atisched was thst specifie additional amowmts

of copper and non-'i"@n*ouq_mt&lb be made available,
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1o, BESPONSIBILITY FOR REDUCTION IN FAST-WHST TRADE

N R A R L T S SR L sy e et TR,

The Soviet Provpsganda:

"An enalysis of the losases 8ustained by the Wastern countries
as a result of disruption of the internationel division of labor. thst
developed through the centuries should inelude first of all the loss of
highly important and the moset profiteble sources of raw materials and
foodetuffs a3 well as markate for the sale of meens of production and
menufactured articles. , . Prior to the Second World War the Western
Buropean countries covered by shipments from Eastern Eurcpe 3560 per~
cent of their timber impori requirements 20 percent of wheet ahd egge.,

18 percent of fodder grein, 10 percent of sugar, and 7 nercent of tobacco.
In the poetwar years imporis of these goods by Western European countries
from Esstern Eurape have contraetin® sharply. . . this unressonable curtaile
ment by Western Eurcopean countries of imports, from couniries thet ere
their natural trade partners have resulted in a swift reduction of their
commodity resources-—focdstuffs for the population and raw materials for
industry® ' :

The Fact:

Although the Soviet Bloc contends that the Weat is responsible
for the low level of Soviet bloc-YWestern Eufbnean trade, the Bloc itself
is largely responeible. Its forced induatfialization progrem and agria.
culturel reform prdgram. and the stringenéy of Soviet controls over tre&e
are largely responsible for the low level of tredeyand the exiastence of
export contrels ia only one fzctor. Actuslly export controls did not heve
an impact upon Eest-West trade of Turcpe until well into 1949, and to that
dafe the effects of the Soviet policies were showing thzt the pre-war

levels were far from being attained, {Fart I, Section II1I)

. SECRET = SECULITY INPORMATION
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10, CO-EXISTVHCE

The Sgviet Propagends

®J. Stelin hes more than once st2ted with utmost vlarity that
the Soviet Union procesds from the fact of the ineviteble long-~term co-
existence of the two sysiems--soclalism and capitelism--and steadfestly

adhers to the policy of honowseble end veaceful relations with all stetes
that manifest a desire for friendly cooperztion..."

The Fect:

This ié the lius on co-existence which the Soviet spokesmen pull
out of the hat svery once 19 e while when interested in coasxing the West
into trade desls. The =mphasis on long-~term co-existence of the twa
Bystéma is actuslly the opposite of the Soviet doctrine wsually emphasized
by Stalin and the Communist‘party in their indoctrinstion of Communists.
Therein they emphasize the ineviteble conflict Letween the two systems.
Thelr policies, of coursze, are in actu@lity dedicated to the direct and

indirect destructlon of non~Soviet soclaty and certaily not to co-existence.

SECRET « SECURITY INFORMATION
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XI. SOVIFT BLOC "SELF=SUFFICIENCY"

The Soviet Propaganda:

"The question arises - whosa interests suffer most from economic
warfare...Thare can bs no doubt that the above discriminatory measures
ware meant to retard the rapid economic development of the USSR, China,
the countries of Central and Southeast Yurope, to undermine and weaken
their economies. However, their unceasing economic progress and rising
living standards clearly show that to all practical intent and purposes
these measures have yieldad no perceptible effect whatever...no blockade
can shake the gigantic economic might of the Soviet Union which for quite
some time now has been capable of meeting almost all its economic needs
with 4113 own rasources, and secondly...its fraternal disinterestaed aid
to the People's I'emooratic free countriss enable them too to satisfy
their basic economic need." _

"The Soviet Union, the Chinese People's Republiec, and the Furopean
People's Democracies are invulnerable to economic blockade, They are a
combinaticn of countries that possesses a first-class modern industry
outfitted with the latest equipment, a highly developed agriculture,
inexhaustible natural wealth and vast markets, The aggregate resources
of this group of friendly states are so grsat and diversified that they
fully satisfy their internal requirements and ensure the constant ade
vance of their industry and agriculture." :

The Fect:

This picture of a fully selfaaufficient Joviet Bloc sconomy is
dangerously amd purposely misleading. Fwen witheut mearuring precisely
the relesive deguce of chi@t'azd Wreters wndopendence 1t is possible to
expose the pretense that the oviet Bloc is less dependent upon economic
relations with the West then the West is upon the Bloc,

The vulnerability of the Soviet Bloe ié obviously liimited by the
possibility of making certain adjuatmenta to economic prassures and there
1s certainly a relatively high degres of potential self%aufficiency, due

. —— o
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to the abundant naturel rescureas of and the psture of} the eentralised
sgonony - Nevarthéiassg the argument that the Bloe "is currently salfe-
sufficiedt” or that it is invulnerable to economic pressures is fapr
more Soviet propaganda than economie fagt-

Luring the pestwayr pericd the Seviet Bloc has reliéd heavily on
the Free lorld for raw matsrials and indnstrial producty, desnite its
declared objective of reducing its dependence upch the West. The &loeo
is far from being a prusently self-sufficient unit, if this is con-
sidered in terms of tﬁ@ maintcnance of the née&ent and proﬁected levala
of eecnomic developmunt .- -It can be noted that the present and pro-
Jected levels of sconomic developnent are far lower than those exigf-
ing in the United Stét&s and “estern European countries.

There has been much discussion of Soviet Bloc wulnerability.
Althcugh some of the jntellipence analysss of this question have indio
gated that the Soviat Lloc is relati#ely'more dependent upsn the Yesty
than vice versa they have also indicated that the Seovist Bloe is not
vulnerable to the extent t at a t&tal‘curtailmant of ite trade with the
Test would create conditions to which it could not adjust. Specifically,
they point out that economic embargo could not alone bring ébout the
collapse of the uconamiea and governmahta of these gountriss. In acgept-~
ing such conciusions it must alwgys be remembered that wvulnarability to
economic preésurea be msasured solely at this one point of the spectrum
o impact; i.e. collapse of &n sconomy. 4 country @gn;be consldered to
H£ dcpmndent'or reliang uponngcurcés to varying extents. Relience and
dependences are relative concepts and in this context, should not be taken

te mean

SFCRIT = SECURITY T" FORMATTON
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o mean that the absercs of thess cources of gupply would being economic
collanse. | |

The interpretation that the Scviet Bloc governments would not col-
lapse in the face of a Western embargo thorefore should not be erroneously
extenéed to mean’that ths Soviet Bloe nations are eontrary-wise highly
salf-sufficient or invulnerable. It is this myth of currant self-
sufficiency which the Soviet propagands is attempting to_reihforceu
hile it might ba judged, on the basis of present information, that
total econcmi¢ collapsa would not proceed from & total embargo alons,
there is likewlse ieaﬁcn to balieve %hat serious probilsmy of,adjustment
are created with the curtsilment in various degrees, of Soviut imports.

The details énd nagsurements of Scviet Bloo deficisncies and vul-
nerabilities have bsen numerously reported by the various Soviet Bloo
embnaaioqo Our Foreign Service officers there have commented with
amazing similarity fromz the various satellite and Soviet posts. Two
samples are quoied helow. _ »

A despatch from Fabasay Praha in Hovamber, 1949, dessribed the
extent of Czech dependence on ths “est for raw matsrials, Although this
repért'ia three'ﬁcars old;, it nevertheleas has a pertinence in a dis-
cussion of the impact of export controlé: "In contrast to the repesated
implication that Czechoslovakia 18 becoming ceonomicaily more independent
of non=communist countries, the industrisiizstion plahﬁ for Cgzechoslo-
vakian development anticipate a continuing reliance on Western sources
of raw materials”,

The despatch

SECRFT - SECVRYTY INF( RMATION
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The despateh goze on to comment %hat in 1949 Fmbassy Praha ob-

tained a report = which leading Czech business officials had prapareg
for the Csech “inister of Foraign Trads concerning the affect of the
ERP and export @ontroln'on the Cgzech aconomy. Production difficulties
&nd éhortagos waere ¢ited a3 hampering industrial expenaion of the Wive
Year Plan, and interfering with currentvoutputn Spaeific deficiencies
in non-ferrous metals and ball bearings, electric measuridg devicas,
spare parts, textile machinery, instruments, ate., ware oited.
A recent report from the Fastem Flement, HICOG Berlin discloses
- & simjlar atory of the impact of Western controis and the scntinuing |
vulnerability of the Soviet Bloc:

":ffect of Tast-lest Trade Controls Being Falt by GPR"

Heports from intelligence scurces and visitors from
the East, indicate that many plants, even SAG's (Soviat)
and state ovned, are discharging workers for Jack of
materials. For example, a visitor from the East reports
that 100 workers were recently relaased from the Sachsane
werk, Niedasrsedlits, which produtes much nesded elactriec
motors; 200 wers dismissed at Flblawerk, Heidenau.

A preliminary analysis indicates that the eritical
material supply situation in the Seviet Zons has resulted
from three davelopments.

First of all, delieveries o badly needad goods and
raw paterials from the Faat have dacreased during the
last fev months. There are no conciusive figures avail-
able as yet snd therefore this factor has to ba treated
with some reservetion...

Thirdly, there has bean a definite delay in delivare
ies from Western Germany. It appears that in the sphare
of legal trade belween Western and Fastern Germany the
administrative difficulties which ocgurred following the
delay of exteneion of the Frankfuri agreement in January

and
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and whieh eovincidsd with rising wices and sxtonded de-
livery dstes in Western Germany were rrimarily responsible
for the drop in dolivaries, the 1mract of which is begin-
ning to bs falt."
The main conclusion that can be drawn fram the pressnt difficulties
18 thst the still existing econzmic vulnerability‘of the Soviet Zone
which in turn indicates the value of contlinuing and intensifying ef-
f&ta toward an iﬁtelligencavand sffective economic offensive.

" Thug, ths Soviet Blec should be considered &s wulnerable to “astern
sconomic pregsures, for it can be weakened and atr#ined by the appli-
cation of these breasnreno Te a certain extent this has been attempted,
but there are wide areas in which these pressures can ba incrased.

The key questions concerning Coviet vulnerability were well put
by an observer in one of our Iron Curtain miselons: cen effective co-
ordination of Western economic powsr and its intslligently increased
application and threat thereof, be expected to sufficiently retard
- Soviet economie development, to enable thv maintenance or an improve=-
ment in the West's current relative balance of economic9 military and
technical power, to seriously complicats the Soviet plans for the
satellite consolidation and threaten her control or ultimztely to con-
vinco the Soviets that any approximation of long-term cconomic developw
nent depends upon Vaestern aupport7

The Soviet propa;anda line attempts to have this question dnswe¥ed
categorieally, no, by fostering the mytﬁ of vresent self-gufficienay.

| the
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The answer or the basis of ths fact is that wweh can be done, The
Soviét propaganda must be é@wzt‘cred with the faets: withoub the Free
Yiorld sources of supply the Soviet Bloc is forced and sun ve Torther
forged into Gostl;vf gadjustments whieh esn dstar the secawwis develop=
ment and, in some areas, dmpair ite ability 4o raise produ@%‘r.im above
sxisting 1e§elsn ~ Far from bafing self-sufficisnt, ﬁf;he: Bloz as a vhole
is short of capitél gonds in mertiszular, and of mamag;@ginl‘u and engineere )
ing talents of highly #ikilled labor". (OIR 5477.) It 18 dafiniteiy .«

vulnerable to sconomie pressures from thw lesid.
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Mecheniem of East-liest Trada.
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- AppendiXx

SECKET - SECURITY INFORMATION

MECHANISWS OF EAST=WEST TRADE

Excerpte from DRSS Divisieonal Report = 8
"Rast-West Trade - Its Nature and M@chaniams”

“since the end of World War II the major portion of East-West trace
has been oarried on by means of bilateral trads sgresments, Theae agree-
ments are essentially e makeshift mechanical meane for facilitating and
inoreasing trade, similer in nature to prewar Germsn egreements and to
the early poastwar bilateral agreements betwsen Wesfhern Europse:n countries.
gome bilateral mechanism was neceasitated by the lauck of convertibility
of most Europeen currencies after the war, i.e. eech currency could bo
used only in the country issuing it, and not for the purchase of goods
in other countries., The lack of convertible currencles regultgd in an
unwillingness of countries to export more to any trading partner then
could be imported from that same country, end made 1t inevitatla that
some type of bilateral %rading arrangement would rusuli.

There is & great variation in the spaoific provisions of different
trade agreements, but the majority have most of the following charectars
istices

They are intergovernmental end strictly bilateral, The Wustern
Governments themselves, however, usually do not purchase or supply tha
commodities involved, The agreeronts include itemized lists o spacilic
commodities to be traded (the schedules). These schedules genarally
cover only short pericds (about a year), slthough the trade agreements
and the eccompanying peyments accords may have a longer perioed of durition.
Each of the two parties agrees to permit exporte and imports ¢l these
products up to the quantities or velues specified, under *he existing
export-import licensing system., There is no guerantee by +he zovernmints .
that commitments will be fulfilled. After ths intsrgovernmental trads
egreement has been concluded, contracts for the purchese snd sale of

. commodities must be signed between the private Westernm firms aad the

Eastern European representatives, operating under the authority of the

.stete monopoly of foreign trade, before any goocds begln to movsa.

Settlement for goods exchanged is made through clsaring cocounts
maintained in the respective national banks, or most frequentiy merely
in the Western European National Benk. The purpose of such arrengemcnts
is tc minimise the actusl exchange of ocurrency., At tho time of signeture
of the agreement a credit limit ("awing oredit") is esteblished whioch

determines the maximum imbalsnce pormitted in the clearing account., The

finel settlement of any imbalence left at the terminetion of the sgroement
is accomplished by meny methods, but the most common are settlement by
additional cammodity deliveries over a specified pericd of a few menths

or by payment in gold and/or dollars. ‘

The
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h SUCKET - SECURITY LNFORKNATION '

The legal nature of the commitments is ocompllcated by the
differences in the organizatiom and operation of foreign trede
activities in Eaetern and Western Europs, Theorotiocally, the monopoly
of foreign trade in the ocountries of Eastern Europe makes it possible .
for them to gusraentee the purchase or sale of all commedities llsted
in the azroement, Howevur, in Western Eurcps forelgn trade is conducted
primarily by privete firms, and the government is seldom in a position
to make a binding coruitment to buy or sell any commodity. As a result,
the oommitments of beth sides dre usually phrased in very gemeral termin-
| ology; such as, "eaca party will grent sxport and import licenses for..."
§ ®or "permit the importation and exportution of o™ all commodities upon
5 which agreement had bezn roacaed, Somctimes a Western Luropean Government
will go a stop furthsr and will egres to "facilitate the placing of
corders™ by the Eastern Europssn country, or it may commit itaself to do its
best to fulfill the quotss, This type of commitment is couched in
extremely general terms and appears little more compelling ‘with respect
to actual deliveries than thoss mentioned above, Ooccasicnelly, a Western
Ruropean Government will sign a contract gusrenteeing the purchase of
certein commodities, e.g., United Kingdom commitmont to purchase a certain
quentity of grain and timber from the USSR.”
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