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CENTRAL INTELLIGENCE AGENCY 34

INTELLIGENCE HEMOHANDUM HO. 286 ' 2 May 1950

- SUBJECT: ~Sov;let. Trade Prectices and Activitiea Harmful to Satellite
Boonory and Baest=West Trade

Forowerd

The peramount cconomic objective of tho USSR is the enlargement of
its cconcmic potential for war, Within its om borders the Soviet Unien
hag furthsred this objective by concentrating on heavy industry and mili-
tary production snd by ostablishing certain enterprises in strategic
areas. In the Satellite countries and the Soviet zanes of Cermany and
Austria, the USSR pursuscs the sams objective Ly exercising strict control
over ths Satellite cconomies amd cleosely ¢oordinating the Satellite acen-
¢nies with each othar and with that of the USSR,

The USSR has used a number of dovices to gain control over the Sat-
ellite aconomies. In addition to the rights gained through peace treatics,
the USSR has used its power to obtain vast concessions from tho Satellites
in bilateral, mutual abgistancs, and economic collaboration pacts, most of
then with secret protocols. Soviet control of Satellite internal econocmic
activity has been achioved through leecal Commmist parties. The Council
of Ecomomic Hutusl Assistanco, established in Jeawary of 1949, provided
the formal wehicle fer coordinating the Satellite ecancmies, &s wall as a
more offectivo mochanism fer eventual oconcmic :I.ntograt.iono Thus the
Soviet Goversment directly, or through ths puppst Commmist regimos, has
broad cantrol of the major aspacts of econcaic plamning, production, and
diastribution and in execrcising this control has shown little or ne regard
for the national needs of the individual) Sstellite states,

Apple evidence exists of Soviet efforts to doaipate the Satcllite
economias and to irpose limitations on East<Wost trade., Tho following
four ssctims compile data, all ratod as reliabls, which illustrate Soviet
techniques and describe certain specific instances of Soviet exploitation
apd trade practices. The sections are divided as follows:

I. Soviet=Satallite Economic Rolations,

II. Soviet Exploitation of Satellites Through Joint Cempanies,
III. S8oviet Directed Economic Ssnctions Against Yugoslavia,

IV. Soviet Iaposed Limitations cn Eest~West Trade,
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1, Somist-Satelliite Febiomie Relatiens

Sntallite oconomic developnsni and forelgn 4rade have bsen forcefully
Giroeted touvard the Enpd, 1.0.; the Soviet Unlon. Thia thoroughgoing xo-
adjustirent 1o detrimental ¢o ¢the economies of the Soviet-denimaied slates
of Ecatern Europs ad.cnsuplified ty the following instancens

1. Dulgawia canont i sell any of ity production, fucluding tobacao,
to the West without Soviel permiassion, Bulgaria has lost mmwch of ite proe
fitoble market for its principal oxpoit:produchd, and mont of tho todacca
g‘iglg{gn ovgitw the USSR, by mesns of uhfavorable bewter practices, ig wesold &t
profit. . ' ' '

2. Czochoaliovakiu has been Lércod fo- export 75 pavcont of itw choe
production o tha Soviet Union a% .prices far bolow tho price on tho Gomestic
moriots For ewmample, ono shoe factory, which has dolivered 25 million -peirs
of baota to Ghe Soviel Unlon, recoived only 25 eroung & pair. This contracis

with the sonftrollsd prise of 500 orowns foir the cheapagt book on the Crechoglevelk

market, end tho oifficial free market.prios of 2,000 crowns.

3., Tho USSR hng omploited Poland by foroing Poland o pay more thaun ihe
uorid price for Soviéh goodn, vwaile paying hardly onougn o cover tha cost of
..Poligh productinm. For insiance, in 1948 t¢he Soviet Union paid @;1:7? o Gon
 for Polibh eosls. the Poligh congumer peld owey five times that apound, and
Poland was receiving up o $15.50 a ton for coal axporief Yo vhe West.

950X1

50X1
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4o Czachonlovakie cold 100,600 thng of rofined suger from its 194849
erop to %o Sovids Unjom, end 4o comlitdd to sall 70,000 tons Irom its 1949
50 crop. The Soviet Unlon paid a low price for tho sugar, then regold i% oui-
218 of the ortdt. Not enly Gid tho USSR socmpsts with Czeehoslovalis 4nm the
latter’o nopma) markets, tut ih some, cases wdorsold the Ofeche with tholn
‘oun. Sugar. Baga for this year®s arop are masked PESSR Expert Sugar.t”

5. In the easo of Rumamia, grain shippsd to the Soviet Union in 1948
weg uped by the USSR to fulfill a aubgtaniial poriicn of its contwect with the
UK. Rumanian lumbey condigned to the Soviet Unioa was ghipped from Fuymgnion
porta to Egypt and gold by the USSR at mwrices just bolow those offered by the
Rumanisn Covermmenty o o '

.- -] e .
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- 6. The SovietwHungarian Trade Agrecmont, valid 1 August 1948 thrdugh
31 December 1949, illugtrates how the USSR oxpleiis and controls trado be-
tuoen the Satellitss. The USSR, through its agency "SOJUSPROMEXPORT,™ ageeod
to deliver B0 Hungary 400,000 metrice tons of blast furnaoe coke with the followw
ing spsclficationg: quality to ba 170 kgs. per 241 kgs., according to the
Sungren teont; maximmm sulphur content of 2 poveent: minimm size of 40 mm; and
price of $23 por ton, £.0.b, Licartovee on the Czeob-Hungnrian border. By
April 1949 only 120,000 notric fons hmd been delivered, most of it Polish

+~ . ooke purchesed by the USSR for $17.50 per metfic ton., According to the terms

of the aspreemont, the USSR was %o pay the freight charges from Mezimosti on
the Polish~Czech border to Licartovee, ammuriting to £4.32 per ton. Dospite
repeated Hungarian protests, ¢oke consignmeits sxrived in Lieartovee with
the froight unpaid. The iron and steel plants thet received tho coke were
compelled to pay the freight charges to "SQIUSPROMEXPORT.® Thus {ho Boviet
Union owed $1,700,000 in Jamuary 1949 to tho Hungarian ircn and sissl plents,
In Febraary 1942, tho USSR agreed with the Czech railroad administration that
the sum of $1,700,000 would bs settlod within the Soviet~Czechoslovak Clearing
hgreawent and that the Czechs were to refund the already exponded freight charges
to Fungary. By April 1949, the Cmechs nd not reimbursed Hmgary, and the coko
congigments contimed to arrive with the freight chargos unpaid.

20X1

7. Tao Soviet Union gsems to rerard Satellita trade with 4he Yoot oo g
meang both to obiein materials for itself snd to further axploit the Satellites.
When Poland consluded an agroement for high-grade oro from Swedom, the Soviet
Unlon increaged its demands for iron products from Poland, thug depriving Poland
of the advantapes of it6 agreement with Swaden.

S0X1
8, About 70 percent of Gho imports received by Rumania under its trade
agreenent with Israel are deostinsd for the Soviet Union,
S50X1
9. Czechoslovékian agricultural production ig hampsred by obligatory oxe
ports to the USSR of superphosphete and other fertilizers. 7
S0X1

30. Tho USSR hag exerted pressure on the Czechoslovekisn textile industry
to supply establi:shed quotas of finighed producta, tut fails %o re¢iprocate with
nge&ed rav materiale. Similar pressure has been exertsd upoit Poland end Bungsry.

S50X1

| CONFIDENTIAL

" Declassified in Part - Sanitized Copy Approved for Rellease 2013/07/30 : CIA-RDP78-01617A000900170003-1




—— e

CONFIDENTIAL

11. The iron ore imported by PBungary from the Soviet Unlomn ia the
hematite ore found at Krivoi Rog {Fo content 52~56 Percsne). From 60-T70
porcent of this ore is either powdery or arrives in small pieces of 5 mm
in size, Itg reduction ia comparatively difficult, and i%s composition
varies with each shipment, Therefore, the use of thic ore in bisst furnaces,
to a degree higher than 20 percent, would be expedient only if the Hungerisn
plants had adequate agglomeration (gintering) equipment.

Declassified in Part - Sanitized Copy Approved for Release 2013/07/30 : CIA-RDP78-01617A000900170003-1

hceording o an egreement concluded between NIK (the Rungerian
Minigtry of Heavy Industry) and the Soviet CGovernment on 1 June 1947, 400,000
nmetrie tona of Krivei Rog ore were to be deliversd to Munpgary by 31 July 1948,
dospite Hungarien inability %o use 400,000 metric tonc in a simglo year,

On 1 July 1948, the Soviet and Hungarian govermments renogotiated en
agresmont %o laat 17 monthg, that is, until 31 December 1349. The iron and
steel planta in Bungary, and conseguently KIK, were willing to ecaept 100,000
notric tons of oro from the USSR if 1% were possible to obtain s higher quality
ore, grushed into small pleces, with e low Si0s conten%, and if ooke couid also
-bs supplied with the ore. ,The USSR, houwnver, forced the lnmgerians to accept
300,000 metric tons of Krivoi Rog ore of the seme quolity as received bafore. -
It was agreed thot the same percentage of the shipmenis wowld be by rail,
that the Fe content would bs not lesa them 5€ percent, the Si0» not over 13
porcent and the Hy0 contont not above 4 percent. The first shipment arrived,
however, with an 510y content of 18 percent. The Hungerians maintained that
the 13 percent figurc applied to each consigment, while the U3SH claimed that it
raferred to the entire 300,000 metric tons. The Mungarians eventually were
forced to drop their complainti, :

50X1

12, Czechoslovak jiron and steel producticn hes been hampered ginee the wor
by belng forced to consume Krivoi Rog irom ore from the USSR, Although Krivoi
Rog is known to bave large deposits of high-grade iron ore, coniaining no svlphmr
and phosphorous, Sovled authorities have teen shipping to Czechoslovakin the
poudorad teilings which the Germans left in their exploitstion of Krivoi Rog.

The poor grade Krivoi Rog ore shipped to the Cgecha lhag necessitated a greatcyr
voluzme of ore per blast furnace charge, more fhredng and other ingredionts,
and hes increaged the cost of pig irom production. Ao a result, Czechoalovak
ateel authorities havo beesn making stremwous offorts to incoresse inports of
Iron ore from Sweden. ‘ :

50X1
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13, A Soviet directive to the Cgechoslovek mstal pipe indusiyy t.&
deliver large qumtities of pipo, principally oil field pipe, to the USSR
has prevented Czechoslovakia from meeting promised deliveries to other
countsiss, : ' .

50X1
14. Tho ecomomy of the Soviet Zone of Germany haa been hurt by
shortages of scrap Sxon and stecl resuliing from forcad expards Yo the
USSR and the Satellites. ' - ,
50X1

15, The Satellitos ave foroed to import soms machinery frem the USSR.
The pachines offecred Yy the USSR, however, are frequantly of poor quality,
very old, expensive, delivered late, end lack opsrating instrustions.
Quotations for a Soviet longwnll cutter of very old congtrzetion, for ozamplo,
priced the machine at RKes 600,000, or abount throe times &8 much as a modern
US or UK cutter would coat. :

50X1

16, Evory month Czechoslovakis is forced %o sbip thousande of elestiic

motors to the USSR. The motovs roquire materisls, principally copper, which

ars in such short supply that production hag often been slowed or %enmporerily
suspended. If Czschoglovakia had been permitted to ship thebo motors %o tho
Yest; Czochoslovakia ecould have obtained foreign exchange %o purchnse nesdad
rav material unobiaineble from the Soviet Union. '

S50X1

17. The Bata plant at 2)1in, Czechoslovnkin has been recelving Sovietw
mamlactured bell boarings as port payment foxr machinsry whish Bata manu-
factures for the Soviet Unions Bata at first veed Soviet ball hearings in
this nachinexy, but ¢he USSR mov insists that Swedieh bearings be incorporated
into the equipnent destined for the Soviet Union. The USSR hss even returzed
older Bata~manufactiurcd machinery to 2lin so that the Soviet bearings could
ba replaced by Swedich bearinga. This eppears to be a taoit eclmovwiedgament
by the USSR that it 1s emohanging inferior products for thoge of highor quality.
Farther, Ogsechoslovak purchasds of Swediech hearings for Soviet equipment draing
Czechodlovaltia of mueh necded exchange.

50X1

18. Tho USSR is absorbing abgsut 70 parcent of Bast German industriasl
production, thus causing criticdl shartages of needed materials and preveante
ing economic recovery. The USSR further exploits kast Qermany by buying
East German goods at low pricss and reexporting them at a profit. Foreign
trade of ths Sovzone in 19LY was directed increasingly towards the East,
with the Soviet Union recsiving L0 psrcgnt. The Sovzons delivored maching

-4 ONEFINENTIAL
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toods, as well 2s pmuaigsg&bEaLQ:gNJJ&hcal instrumsntss A large

part of these products was reexportad by the Sovist Union on its omn
account,

| | 50X1

19. A% a meoting of the Conferonce of Matiomalized Firms on 25 ioverbow
1949, in Loipsig, regarding the 1950 trade agraeecment with USSR, it was stnied
that production mnst bo increased by at least 3C percent above present Jovels -~
preferably 50 pereent —- beocsuse only the quantiiies produced in euccas of
the progent cutput would be free for export,

50X1

20. During 1949 the USSR sold Csechoslovakia twenty Ii-12 pzosenger
planeg at a reported price of $240,000 each. The eight vhich were delivered
during 1949 uvere found to bo practically useless bscause of unreliable
flight instmments, poor engines, and pgenerally shoddy coastruction. An
engine change was required every 300 houra, spark plugs fouled afior flights
of two hours, and the landing gesr vas unsatisfactory., The wings of tho
delivered plenos had alrcady dropped several contimsters, even though the
planes had been given unly modexrate vse, As a consequence the Czeohs
grounded all of thoge plancg indefinitely and cancelled all future deliveries.
There ig no likelihood that the Czeche will get their money back for the planes
raceivod.

50X1

21, The Soviet Union receives mueh of Esst Durops's production of new
trangportation equipnent. PFurthermore, the USSR foross the Setellites to
overlead their own equipment. In Hungary, for axample, the USSR has forced tho
Hungoriena to operate "2,000 ton® freight trains, Sinee the maxdmm load
for the averege Eaatern Furopcen freight train bas vormally bzen about 750
tons, the increase seriously atrains the equipment, Illaxtmmm load limits of
fyeight cars have basn revised upuward and the period of service belwson in-
gspection and overhaul hneg been increased. Hungarion railwnys cersy almost
tuice as ruch op prevar and mach of the freight carried is for Soviet bemefit,

50X1

22. Under iS50 trade pacis 75 percent of the entire oxport production
of Rumanin, Bulgaria; and Hungery is concigned to the Soviet Union. Rumnian
petrolevm, for exsmple, will bs pold %o %he USSR at world mrices which are far
belew production cost of Rumanian industry. Such control over the Rumanian
petroleun industry is made possible through the joint company, Soviien Petroleunm.
The USSR is guaranteed en emnwal profit from this company repardless of earnlngs.
Moreover, Rumanien oil will be re-sold at an additional profit Ly the USSR to
Czachoglovakin, Bulgaria, Mangury, and Poland, In return the Soviei Unlon will
obiain val}mble industriel commoditics, such as moforcars, locomotives, and

-5- CONFIDENTIAI
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machinery from Czechogiovakin. Inferior qt?’.alii‘.y itéms or thogo oY
sapeciadly useful %o the USSR will bs re~ecxported %o the Satelilite conntriend
Sinilarly, Bulgaz‘i&ﬂ coal dalivercd % the Soviet Union ie exported % other
Satelllte counirics in cxchange for machinery aud other praducis. whils a
rart of such machinery, asually egeicoliural, is ve-cxpwried o Brlgaria.

Direct trade between Vastern Mucopean countries and the YWest is
cithed subordincted o tho interest of the Soviet Union or reduced o &
minimnm; fozr examplo, Cgechomlovaiin must procure large quantitics of hides
from Avgentina in ovder to make de._.iven.ea i.o the Soviet Unlon of ten million
pains of first-class ghoes,

‘In another uny tho Soviet Union monspolizes Satellite expdrt pro-
ductionr and foreign trade. Tho USSR sells Czesoioslovak fextiles G0 India aund
and Poln.sh coal and Bulgarian tobacco Go Italy,.

The recently increased veluntion of the rubls in roletion to other
currsncien enables tae USHR to prooursé products at a lowsy price than hore-
tcfoeve Trom the Satellites. Horcover it affords the opportm’by %0 ‘the Soviet
Union %o re=geld thoae products at & higher price uader ﬁhe guise of its own
mamzfac*mreo

50X1
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II. Soviet Exploitation of Satellitea Through Joint Compenies

The nature of Soviet economic expleitation through joint companios
in the Satellites was further reveeled as a result of the Tito-Ceminform
rift, Tito's charges againet the USSR wero similar {o the cherges made
earlicr, in May 1949, by tho IS dologeto in the ECE mmetings at Ganeva.
The USSR at that time sought to justify the oxistence of thess companies
by claiming thoy reprosented the fairest mothod for utilizing German
assets in former Axis countries.

- The folloaing instences, drawn from Yugoslav sources, are bslioved to
be reliable and illustrite Soviet use of the joint compony as a seam s of
exploiting the Satellites, (It should bo omphasized thet many other ex-
agplos could have been included.) .

1, Until its dissolution by the Yugoslav Government in July 1949,
JUSPAD (a joint company concerned with Dasubs River traffic) had been dom-
inated by a Soviet menaging director who ignored his Yugoslav colleague in
.meking compemy policies., JUSPAD was managsd in favor of Soviet intersats.
For example, transportstion charges were rigged in favor of Soviet interests,
snd business was directed to Soviet rather than Yugoslav river saipping, thus
costing Yugoslavia about §19,000,000 during the first year of operatioas,

. Meanwhile, the USSR had contributed lass then 10 parcent of its half of
the capital stock, whereas Yugoslavia had paid 4n more than 76 perceat of
its 50 parcent allotment, :

50X1°

2, Although Yugoslavie and tho USSR ostensibly werc to share eoually
in the operation of JUSTA, the joint Yugoslaw=Soviet airline, & Scvist Gen=
eral Diractor actually hzad complete suthority over oporations. The USSR
contributed obsolete LI-2% at a price of $90,200 each, well above world
‘market pricee, whilse airficlds contributed by Yugoslavia wore drastically
undervalued, Yugoslawvia had to obtaln gasolino required for its airline
(JAT) from Rumania at two ¢r throe times the norsal cost. The joint airline
was allocated tho most profitabls routes end sought to monopolize inter—
m tional traffic, whils JAT was assigned unprofitabls routes, JUSTA managed
2ll ieportant alrfields and charged JAT for the use of its owa landing fislds:
¥hen JUSTA was dissolved im 1949, the USSR demanded $240,000 for eech of
the old planes which thoy hed provided. o '

S50X1
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3. Tho Yugoslav pross reported the following concerning joinmt
SovietefRusanian companies: "The position of genersl directors in these
canpanlea is hold by Soviet citizens while lower positions of manage=
mant 2ro given to Humaniens, The functions of Rumanians are decorative
and honorary bocaugse Soviet ropresontatives dacido all- important questions.®
The sanme source also alleged that the USSR had not sent even one single
machine to the joint cozpany, Sovromiractor, which was orgenized in
January 191590

- 50X1
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ITI. Soviet-Dirocted Ecemomic Sanctions Against Yugoslavia

Aftor the Yugoslav-Cominform break of Junc 1948, the Soviet orbit -
imposed the Kromlin-directed program of oconomic sanctioms which was
eimsd to disrupt the Yugoslav: economy. Ths following examples of the
sapctions imposed are bolicved to be reliable, ' ‘

1

1, In a report on 'i‘omién policy im January 1950, Yugoelev Foreign
¥inister Kardelj declared: "You know thst the USSR, at negotiaticns
carrisd out towvard the and of 1948, roduced ths volume of material exe

change with Yugoslavis by more than eight times, oven though Yugoslavia

fully ecrecuted all its obligations under the treaty. Further, the USSR,
to fulfill a crodit of $135,000,000 on tho basis of an investsent agree=
mnt of 25 July 1947, delivered matsrials walued at only $800,000 wnGil
te middle of 1948 and then stopped fulfilling its obligations ... Bosidec
thia, the Administration of Soviet FPropsrty in Austria did not weat to
fulfill any of the obligations arising from the treatics concluded.in 1947
and 1548 botwmeen it and Yugoslavia, according to which thie Administration
was to doliver to Iugoslavia six turbines valued at $1,363,815 botween the
end of Hovembor 1948 and the and of Decambor 1949, oven though Yugoslavia
paid the entire deposit and freight smounting to §7?3;650.,“ '

20 Tho Yugoslav Ministry of Heavy Industry is quoted as follows:
"During 1949 the Soviet Mnien was to have delivered 2,500 tons of manganoso
are, valued at 4.5 million dinars,, but failed to do 80. Yugoslavia paid
in sdvance the sum of 420,86 million dinars for shipments vhich were not
delivored during ths year.® o ' '

3, Bungary had roceived edvanced paymsnts from Tugoslavia of 455 mile
lion dinars ageinst which goods totaling 217 million diners wers doelivered
prior to the Tite-Cominfora bresk, Hungary has rofused to make restitution
en the balance, In his speech of 27 December 1949, Kardelj claimed Hungary
wes given an advenco of $26,5 miliion for investsent in the Joint aluminum
egzem:iseo The project was abandoned end Hungary rofused to ropay the
advEnCe,

o Q=
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ko On & July 1949, Polend suddenly anno\mced the suspsnsion of all
trads deliveries to Yugoslavis., Poland claimed that trads with Yugoslavia
was broken off because of Yugoslav fatluro to meet its commiiments; actually
Yugoslavia hed mat 80 parcont of its commitments to Poland, whereaa Poland
had mot emly 67 porcent of its commltments $o Yugoalavia

50X1
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IV. Soviet Isposed Limitations on East-West Trado

Hilary Minc, Polish Minister of Economy, fremkly stated in the New -
embar 1949 Cominform dournsl that trade botween East snd Viest, in accord-
ance with Lenin'a "New Ecomomic Policy," is designed to make Eastern
Europsan countries absclutely indopendent of the cepitalist West, and not
ta incroace trade as such, Accerding to Binc, Satellite trade with the
Soviet Unicn will, in contrast, be perzanent, and the Cowmcil of Ecomomic
Putual Agsistance will serve as an organization to foster this trade and
% provida for the "foundatien and cryotallization of these essenticlly
BoW ceomosic rolations,'

Dagpite repeated Soviet promowncements in favor of axpanded East-~
West trade, the USSR has refused, thus far, to renew trade agreements with
Wagtorn Europe for 1950, Meamwhile, increasing Satellite antagonism to-
wairds tho Weat indicatss that the Satellitea as wall arp prepering, under
the guice of "these assentinlly now sconcaio relations,” to further reduce
econcslc intorcourst with the Westorn world. In mors recent mouths, the
direct implementation of the anmounced policy of delimiting trsde with the
Wsst 1is ovidencsd by the following Soviet tactica in 1950 trade negotiations
with the West:

1 The USSR invariably demanded strategic items of military potsntiasl
in its negotiations with Weatern countrics, In trade nsgotiations with
Bslgium, the Soviet Union requested such items es cobalt, industrial die-
monds, stesl products, and tin. Similarly, the Franco-Soviet telks were'
staleratad bocause tho USSR insisted on oil tankers, steam rollers, smd
specialty steel, Tho USSR aleo dsmanded electrical equipzent, ships, tin,
industrial diemonds, and rubber from The Netherlends, .

50X1

25 Conversely, the USSR haa rofused to export items which tha Western
countries wanted, and has attempted to force the Western countries to take
Sovist surplus commodities in excess of thoir needs, or has offered inferior
goods at cxceesive prices, The USSH depied a Belgian roqwost for whits
clover and flax sced, and wanted the Belgiens to take 200,000 metric tons
of grain, whercas thoy nocded only 60-70,000 metric tons, Similarly, the

N
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USSR was unwrilling to supply chrome and mengenese to the French and offered

. o ship only one half or one quarter of Belgiun’s mangencse requircments.

3. More rccently, the USSR hae demanded & "faverable balance of trade”
with tbe West, In the cass of Belgium, this request would have placed
Bolgium in & position of & dobtor to the oxteat of 865 million Belgian .
francs, Although ths USSK had built up considerable surplusas in previous
years, it held up psyments for contracted Belgian marchendise, Employing
a sinilar tactic in nogotliations with the French, the USSR dopanded an v

'balonced exchange, with hard currency sottlsnent favarable to ths Soviet

Union °

In spitc of tha accumulated surplus of over 20 millien kromer

. 4n 1949, the Soviot Union insisted on cemtimued export surplus in its trede

with Norway for 1950 which would bs payablo to the USSR ocn domend in US
dollers or gold. Swoden and The Netherlands find thomselves in a ¢inilar

" position as debtor metiong, thus enabling the USSR to extract substsntial

sums of dollers,

ho The Rromlin has stalled Finnish-Soviet trsde talks for soveral
montho, - The Soviet Union rofussd to make clear its positlon and rejected
Finland’s proposal provisionally to carry on 1950 trade. During the nego-
tiations the USSR, in an obvious effort to oxert prossure, stopped ship-
sents to Finland, More receat information indicates that the USSR has
findl 1y docided ¢o resume nogotiations.

-, T a2 e

CONFIDENTIAL

Declassified in Part - Sanitized Copwproved for Release 2013/07/30 : CIA-RDP78-01617A000900170003-1

290X1-

20X1 .

50X1 -

| Déclassified in Part - Sanitized Copy Approved for Release 2013/07/30 : CIA-RDP78-01617A000900170003-1

_




Declassified in Part - Sanitized Copy Approved for Release 2013/07/30 : CIA-RDP78-01617A000900170003-1

CONFIDENTIAL

gap by providing it with bread gradins and other commoditics otherwise ob-

tainable only in the dollar mrea, The sale of such commodities, according
. Yo Mikoyan, would bo made only in such qusntities and for swch periods of

time a8 might suit the USSR, .

In the March meeting in Gensva of the Agricultural Committes of
Economic Commission for Europe, the Soviet delsgate stated bis country was

later, the Soviet delegate refused to agres to‘an.y concrste procedure for
implemsnting his proposal. The Soviet offer to soll grains therefore
eppoared nersly a prepagenda gosture. .

20X1

, In recent months, the Satellites have followed the load of the USSR
in taking steps calculated to reduce the oxtent of their ecanomic rolations
with the Waest,

1. In the fall of 1949, Poland denowunced Provisions 1 end 8 of the
Polish=Itslian Paymonts Agrecment of Jume A949, The two provisions » favor-
abls to Italy, related to taxation 2nd nationaliration of Itallsn property,
This unilateral action took placs on the ovs of negotintions for the price
of Polish coal %o bo deliversd undor A949~50 trade psct and wag instru-
mental in deleying agreepent on this quection, ]

S50X1

2, The arbitrary nationalization of foreign-owmed property by the
Hungarian QGovernment resulted in Western Europasn retaliation., Swaedsp
ebrogated its rocently concluded trade pact with Hungary, Switgerland

~ ©otopped its chipwents of gachine tools, and Hungarian-British trade talks
- were disrupted, . :

50X1 -
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_deliveries until the arrival of the Italisn oquipzeat., In numarous in-
stencas, Cgechoslovakia delivared inforior textiles and ignored Itel iam
clains for adjustment., L

50X1

- Sovisteimposed priorities have, in many instences, interfersd with
the paturel flow of Satellito foreign trads or provented the.Satellites
from fulfilling their cormitmonts to the West. :

1, Under the Polish-Soviet Agreomunt of 1$h5, great quentitiss of the
Uppor Silesisn cosl were delivered to the USSR at the low prics of $1.25
to $1,30.par ton. Tho agreezent apscifisd that Polend was to deliver to
tho USSR ab preforential prices 8,000,000 tons of cosi in 19463 13,000,000
©as of coal during each of the yoars frem 1947 ¢o 1950, and 12,000,000 tons
during each of the following years of the Occupetion of Germany by Soviet
troops, Ueanwhile, Sweden was <bliged $o pay oo high as 815,50 par ten
for Polish coal, Evon wader tho current competitive condition, Poland
could obtain $9.80 psr tom for coal exporte to other Western comtries,
Thus, Poland not cnly loses considersble foreign exchapge but is pravented
from trading with Western Europe.

50X1 -

2, Csechoslovekia oxported $2.3 million of goods ¢ Albania under a
long=torn credit repayable during 1950-55. Similar leng-term commodity-
¢radits, cousing strain on the Czechoslovak cconomy, have been granted to
other Satellite states, particularly to Humsnia and Bulgaria., These agree-
mentis bhave contributed to Csachoslovak delinquency in deliverioes to Westorn

‘Burope. Cezochoslovalda lost business in Belgium in early 1949 because of
its falluro to keop delivery promises. Czechoslovakia med cnly about 30 pore
cent of its commitments under the 1949=50 trade pact with The Netherlsnds,
There has been a drastic reduction in trade between Switzerland znd Czocho-
slovakia since tho latter failed to meet its preseribed quotas (1949) of
shipreats of such items as sugar, coko, spd machinery. Likowise, Cgeche-
slovakia was tneble to furnish Denmerk with the rolled mill products emd
machinery dasired uander the 1950 pact, »

50X1
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3. Prosumably because of Soviet requirements, Polish deliveries to
the UK hevs boen roported as being vnreasonebly slow. Horgover, the
Polich Coverament is wmwilling to increase quotas sbove the minimum pro-
vided by the pact and delays granting licenses for imports of British
goods. The UK, on the other hand, is willing to continue and expand
trade cnd has granted short-term credits to finance Polish purchases, such
08 Woole ’

50X1

bo As a rosult of Soviot exploitetion, East Germeny is unable to
meet or is slow in fulfilling its trads coomitments to the West: As long
8s the USSR has top priority, East Qermmny has difficulty, end in some
cagses camnot meet &ll its trade commitments even to the Satollites. In
fact, East Cermany can export goods aaly after fulfilling ite obligations
for commercial shipmants to the Soviet Union, Sovist reparaticas shipments,
and £illing the demands of the Soviet Military end Contracting Commissicn,

Somxene policy is to make itself as independont of the Wast as
possible, and to buy thero only thoss items which cannot bo obtsined from
the East, The East Berlim press of 6 Octobsr 1949 snnounced openly that
future trade policy should be direoted toward the best posaidle reslations
with Edstorn Europe and that Weatern Europs amd the US would hawve cnly a
relatively insignificant rolo,

50X1 l
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