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OCI REQUEST -

I, Eeonomic Aggregates

A, This question should be rephrased as follows: how can the growth of Soviet
gross national product since 1945 be ax;olain;d in terms of the principal economic
deterninants?

It is not possible to single out a particular determinant and quantatively
determine what percentage of economic growth was occasioned b that particular variable.
The interaction of one variable upon another precludes the possitility of measuring the
effect of any single determinant in lsolation., However, a rough nO'bion of the contribution
of the principal determinants to growth can be gained by analyzing their behavior in the
relevant time period.

Statistics on changes in the composition and size of the USSR labor force are

available &n Appendix £ to CIA/RR 23 "The Economy of the Soviet Bloc: Production Trends

and 1957 Potential.,” pages 56, 59-60, Statistics on investments can be found in RAND
RM-735, "Capital Investments in the Soviet Union, 19241951 by Norman Kaplan, page 195.
Rudimentary productivity estimates are available in CIA/RR 1P-333, "ORR Conmtribution to
NIE-90, Zconomic Factor Affecting Bloc Capabilities Through kid-1955, page 18,

Tiseussion of the principal facto;'s responsible for postwar Soviet economic
growth may be found in CIA/RR-23, op.eit., pages 3-5. No data is avallable concerning the
contributions of foreign capital and labor to postwar expansion.

B, What effect do the followiné soviet statistical procedures axert on ths

calenlation of gross national product?

In the past the use of 1926/27 prices has tended to inflate gross national

product estimetes, as the fastest growing industries have been valued at higher price
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levels than those which have grown mors slowly. Presumably the 1952 price base used
i{n the Fifth Five Year vlan should eliminate this source of dietortion. If the 1952

prices are used for more than a five year period, distorting elements will appear againm,
Ths inclusion of turnover taxes in the prioe‘ strusture does tend to inflate the absolute
(NP figure. The degree of 1nrlut.icr; over time will vary with the ;Qerage rate of taxation.
The omission of services from Sovist methodology also contributes to inflatr;on of the (NP
growth rate, as the slowly growinf personal and welfsre service activities are excluded.
More comprehensive discussions of the deficlencies in Sov.l.et national income

aecounting can bg found in articles by academic scholars. The best work has been done by
Abram Bergson in the Quarterly Journal Qg Feonomies for May 1950, pages 208~241 and
August 1950, pages 108=-441, Another sritiocal discussion of Soviet naticnal income
methodology appears in Qregory Grossman's articla in the volume edited by Frofessor
Bergson, Soviet Zoonomia Orowth, pages 1=23. Grossman's article is followed by information
comments by Bergson, Alexonder Gerschenkron, and Wassily Leontlef,

3, What is the relationship between the prospective increase in QNP and the growth
of economic potential for war?

singe war supporting sconomic capabllities are mainly based on industrial potential

the answer to the queation hinges upon the relative expansion of GIP and industrial
production, In industrialized nationa the expansion of industry tends to excessd that of
gross national product in thoae years in whic:h‘ there is net growth, In the USSR the
tendency for industrial expansion to axcoed that of the economy as a whole has been
particularly marked. Therefore, a given expansion in gross national product will lead

to a proportionately greater increass in economic war supporting petential.
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Ho precise estimate can be mads as to the incresse in economic war potentlal
unless an unambiguous definition of the term is provided. One such estimate appears in
CIA/RR-23, op.cit., pages 14 and 15, A more sophistocated treatment of the problem will

appear in ORR research project 13.2, Munitions Producing Capabilities of the USSR, now

in process of preparation,

-3 -
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D, 7To what extent will physical and geographic factors limit in the long run the
growth of the Soviet asonomy? When » if at all, will these factors begin to have a
serinuav effect?

{Zxanples of such factors are: disposition of resources, requiring long freight hauls;
location of resources in areas difficult to reach and difficult to live in; avallability

of arable land; climate; direction of flow of rivers, ste.)

. SEEPET -
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- SECRET 2

D.  Introduction

Physieal or geographic limitation of the growth of the Sovie! economy or any other
large national economy must always be to some extant a matter of conjecture., Growth
limits may only be postulated in terms of some projected rate of growth for the
sconomy, Extremely rapid rates of economic growth tend to tax resources limits somewhat
mors rapidly than slow growth rates, Howsver, extremely rapld growth rates tend to
expand the resource base at Q faster rate than do slow rates of growth. Recognition
of the elasticity of & resource base is fundamental to any analysls of sconomis growth,
Resources are not jmmutable, they vary in scope and gvailability with variation in the
culture and technole:y of the society which occuples the land area. Development of a
fission process creates an entirely new pattern of résoumes, one which did not exist
for tha society prior to this development, Dsvelopment of an electrolytic refining
process sets off a hunt for aluminum ores bauxite which previously were so many waste
deposits on the face of the sarth,. y An sgonomy develops a pattern of wants and at
technological framework within which goode and services are produced, Tie limits of
such production are more a function of the pattern of wants and techniques than they
are a funotion of the physical resource base of any particular moment,

Heants in a Planned Totalitarian Foonomy

The want pattern of a planned totalitarlan economy such as the USSR is created by
the planniﬁg agency which administers the economy, Certain basle requirements of the
population are parameters for the planning group. FHow these requirements are met may be
determined in major part by the vlanners, and the people are then conditicned by
advertisement or directive of the planners to consume a particular package of goods and
sarvices, ' The sapital equipment required for producers of consumption goods is
determined by the planning authority in lisson with production managers, The basic
industr;" requirements are fashioned in terms of ocapital needed to meet some overall
state objective. In general the want patterns are spelled out by the planning agente
for the satisfaction of specified major objectives of the tetalitérian state,

The primary objeotive of the totalitarian state has been the consolidation of the
state's authority. The Saviet Union views itself &s a worker's state so that one of
it's overriding objeatives has been the oreatlon of & large scale induatrial sconomy
in which the workers would constitute the dominant political force. A second basic
objective of the Soviet Union has been the dovelopment of a militery force at least

eapable of the defense of the Union and possibly strong enough to support a program
of aggression designed to enlist a aonsecutively increasing portion of the world within
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the orbit of the Soviet system, Nach of these objectivas establish & want pattern

which requires the development of a broad base of heavy industry and a complex systen

of machine production, Production of consumer goods, other than those required to
support the population at some minimum decency standard, is rslegated to a time when
the above objeatives have been achieved.
Technological Pattern

A stipulated level of technological competence must be present before production
to satisfy the want pattern can be carried out, The wanted modern industrial and
armements production required an intensively trained highly skilled laber force, back-
stopped by a super—skilled corps of pure seientiats and production enginesrs. Russia
inaugurated its program of modern industrialigaiion with a relatively small resevolr
of industrial snd selentific skills, The first claim upon Russla's training facilitles
has been the expansion of training in scientifiec and technical studies, Numberwise, Russia
has turned out a larger volume of technically and saisntifically trained personnel in
recent years than any other nation in the world, There has been scme diapute abut the g
quality of the product of the achoole but no dispute of the interest of the Russians
in this treining or the guantiiy of persons being trained, Political training,
inouleation of the national ideology, is carried on concurrently with all training.
There have been several manifestations of the effectiveness of this training in areas
in which 1% haas been possible to observe the prbduct- of Soviet technology. Foreign
peraom}el‘ have been employed wherever availableto facllitate the training of personnel.
German sclence énd industrial ekill was hired until 1941 and impresses thereafter into
the USSR program for expansion of industrial and scientific training and capability.

Nowhere has Russian scientific effort been as highly concentrated as in the area
dealing with resource exploration and development, Large teams of soientists are
argm\ia'od on a sontinuous basis and are dispatvhed to some highly raat;ristsd ares W
explore and record in great detall the resurce pattern and resource potential of the
area. 2/ Intensive exploration of the resource base had extended to less than fifty
percent of the USSR by 1939, It may be assumed that the job is less than complete at
rresent although its precise status is not known.

The USSR has devoted and probably will continue to devote & large portion of its
training apd research activity to resource development and to the development of new
mductian\mnctims many of which would involve substitution of readily available

commoiities for commodities which are not resdily avallable.

sease 208 SR o
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Physical Setting-Natural Forces

The USSR includes within its boundaries more than sixteen percent of the ige-
free land mass of the earth, an area about equal to the entire continent of North
America. Much of this vast area cannot be exploited under current technology. large
areas of the country yleld an insignificant, perhaps even a negative product to the
nation as a whole,

Climate, natural vegetation and soile available in the Soviet Union run the
gamut of known natural forces outside of the troploal rain forest. Every sub-
tropleal, temperate and arctic type of climate, vegetation and soil is reprssented_ in
the USSR. The varied natural conditions make posaible a wide range of growing conditione
and & wide range of agricultural and forest outputs, all within the confines of a single
BCONOMY

Although alimatic variations create a wide range of possible outputs, the severity
of the continental climate creates a vast waste land in Soviet Asia, Long, severely
¢old winters create an area of permanent grouni frost (permafrost) equal to 10,000,000
square killometers, about 47 psrcent of the total land area of the USSR, Despite
vigorous attaap‘ha to develop this area, settlement is largely confined to prison camps,
lumber and mining camps and weather stations. In recent years some industrial and
agricultural activity has been introduced in the far north, but it is thought that
production costs are extramely high relative to the value of cutputa. Hussian conquest
of this vast northland remains one of the fervent dreams of the Soviet Union and receives
a’ hiﬂh priorit.y for funds, equipment and peracniel in each of the long terum plans,

The U39R although eontinental in magnitude has very limited accesa to the ocean,
Russia has only two or three ice free acea: porte although she has linited access to
lthe oceans vi& the Black Sea and the Hsditerranean and via the Balt.ie .:ae. Ruuia has an
oxbensive ecoastline an the Arctic Ocean but thia waterway is avallable for only limit.ed '
pcriods of time during the Arctie sunmer, ’

‘»’Vm axtensive avstem of inland waterways 1s available to th.e USHR; The lakes and
rivers of the Puropean north offer connections with Moscow and the southemn system of
rivers and inland seas, Asiatic Russia has a number of major rivers but the rivers
sourses flow from south to north emptying into the Arctic Cgean except for the Amur
which empties into the Tartarski Proliv. All of these waterway systems are aubject to
frozen harbors for varying periods of the year, and to variations in wAter levels as
well,
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Physical Setting-Industrial Resources
The USSR has one of the largest and most varied industrial resource bases in

the world, cStatements of reserves of industrial minerals and energy resources are

of limited value because of thelr highly tentative nature, 2/ significant areas of

the USSR have besn subjsect to only cursoery geologic and hydrographic exploration,
United States experience has indicated that estimates of reserves are highly transient,
particularly is this proposition accurate in the relatively early stages of resources
exploration. |

The vast ares of the USSR, almost 1/6 of the ice frse earth, renders this resource
base less effective than it would appear at first glance, Hundreds of miles, in some
cases thousands of miles separate principal cmteravcf produstion of raw materials,
prineipal manufacturing locations and the major Buropean markets in which the final
products uili bs consumed, In most instances these great diastances must be overcome
by overland transportation. Only in the Donbasvdo all of the components of the iron
and steel industry lle in adjscent areas and, at the same time, near the major
industrial areas of the country,

The USSR lacks sifficlent industrial resources to achieve internal or even Bloo
autarky. Products of the troplcal rain forest are not produced in any quantity,
Production in most of the nonfarrcus metals and complex mechinery items is less than
Soviet requirements and these items are imported from tha Bloc and the West to meet
current requirements, Deposits of nonferrous metals ars avallable but the deposits
are limited and the technology requived to exploit these products seems incomplstely
developed, ‘Most of the nonferrous metal production is carried on in Siberia and the
far sast at egnsidarabls distance from prineipal industrial consuming areas.

The energy rescurces of the USSR at present are small compared to the potential
energy resources. Again the prineipal potentlal energy resources are in the sastern
regiona rather than in the west, Transfer of coal and oil to the principal industrial
areas involves uxpohaiva rail hauls although development of the Volga~Don canal may
have the sffect of reducing the transport cost from the Don and Caucasus areas,

The agrienltural rasources of +so USSR are probabl: the most diverse of any
nation in the world, varled climates and soils make possible the pmduetim of &1l
erops and animals except those indigenous to the humld troplcs. Intenaive research
and development of major grain, fiber and tree crops has expandsd the tolerances of
many of these orops. Substantial afforts are being mede to expand acreages in the dry
steppe by tree plantings to reduce the evaporation effect of southeast winds during the

BUNMET «
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Increased efforts to control stream flow in Buropean Russia will Field some byw
produet water for irrigation, Additional water supplies will make possible increased
yields in this area but little in the way of additional cultivated land. Control of
stream flow in Central Asia will have the effect of signifioantly increasing the
acreage of eultivated land and the acreage which may be devoted to cotton and
subtropical fruit and vagetables,

Animal production in the USSR will continue to be relatively small on any per
capita basis. Xfforts to expand pasture land have met with little success and grain
production has not sufficiently exceeded ceresl demande to permit a larger scale
production of animals,

Agrdeultural production of the USSR faces the traditional national problem of
vast distances, Principal specialty producing regions are on the periphery of the
country, = Thus products from these areas must move long distances to the sentral
consuming areas in Furopean Russia. Substantial efforts have been made to develop
regional sslf~-sufficiency in food grains and potatoes. Thess efforts sh: ould lead to
soma relief from transport expense but they tend also to reduce the pot.ent.ial agricultural
output of the countiry,

M&z

® prinecipal physical or geographic limit upon the Russian economy seems to be the
very magnituds of its physical extansion., The nation is gontinental in its land
axtension, H&intena.nco of present levels of expansion of the Russisn sconomy over a
long period appears to be continzent upon a large scale expsmion of the transport
system and an inorease in the intensity of development of Western Siberla., If Russeia
were able to construct and maintain a highly flexible, low cost transport syatem and to
maintain current rates of technologleal advance, contemplated rates of sconomic growth
1952-57 could be maintained for a pericd of at least fifty years and positive rates of
~economle srowth eould be expected for the indefinite future, If technologiecal
devslopments which would allow ecanomlc exploitation of the north 3iberian lowlands were
to develop from current research, it should bs possible to malntain ocurrent rates of
economic growth for a period of 100-200 years,. .

SEGRET 2o
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i A 1. Vet have bosm (he canwnd ineremsats 1n the laber foree of the 3
, ;i
:P USSR! This veple is mmalyved is sese detail 1k CIA BB/FR 32.195). The '
3 follewing series swmarises the Sramds
: Gollestive Farsms Yerkers aad Empleyees
L] Thoussads , Theusands
[ : .
: 0 S 52,000 32,200 : ;

1948 52,000 . 33,800 | |
i 1949 51,000 35,400 .
L 1950 50,000 37,200
195 49,000 39,200

1952 : " 48,000 k0,800

1943 . 48,000 k1,875

AR—_-

A. 2. What have bdeen the oonrc‘n. of these imcrements? The enly -
source of postwar increment has besn {rom a poepulation imcrease of about )
1.5 million per year 1947-~19§2', rising to abeut } millisn per year 1952 %o
1957. During the var the labor ferce vas augnented by ﬁning in large
numbers of women and ky usiag MVe. Immediately safterward German civilianr
wvere imported. The yrop;rtion of womer employed is stable or slightly declia-
ing and mest Fis and fereign natieasls have been retursed.
B. 1. Cenflict betveen agriculture and i.ld.lltﬂ’ Yome indioated since
" the pey-laﬂn {norease has been sufficiemt te supply the imductrial needs
with an.y ;ndoct lesrease 1a agriculture. There are still over 6 times
ss many ulhcﬁy? farmare ia tha USSR as the number enployed in agriculture
"in the U§ ﬂ-ot;-'t‘l agrialtural esplayneat inn probably been compemsated
W mechenisetiea -l i.tcv.l” practises. |

3. 2. Nas the supid expeacien ia Vhe tafustrial leder force handicapped

.
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climate and shertage of geod 1.-4 thea W shertag of laber. There 1s still,

.

Predabdly mich nhrqlq'ut_ci farns.

C. 1. Shifte in trainiag, Develepments in vocational training may be bess

e

, characterized net as a shifs )utv' as extension n.d intensification of the prewar
trande. Cf CIA RR/m.lb 1952 fer detailed u;msim.
C 2. Shifis in labor allocation. 1In addition to bhe shift froa farns
'shovm iz A1l thare has been n continmuing emphasgie on maximizing en,'.‘la;rm’ent ia

‘he producs- scods segment: ani mirtalzing empisyraot in the praduction of

Tueedmoo 8t Thiv aci'a is ast a postwar "shift” bu. a contimumarisn ¢
arev .~ trenis Fellethioal e the malldup ¢f the labar force of the far eagternu

#F 0L nae ot 3lieten, COF 2ip BOPEOIG [4s ang Pu o

i ’ L oo iing Ype tourts “.ve~yaar plan the gral was to

trotn Woe : ; Voo nse T s ReANSSIR iy - aill.sn wero iUt od
. : LW TR SR e men ar road from oo mililion Gr o6t ty lees ther oo
! , L
j tho wsand ta 1570 it is not 2lear whether th.s aremin: fa.liz0 Lo meet Low

PsRD dud Deciuse of d.f:iculties in rescultment sr whe-ner it was the resu.t

| |
2f prefereuce for othar types of tralning. We are :nzlimed to the latic. yiew
bacause the need for quick recruitmeat and trazint ‘ng of yoaith whogs educnticn

hnd teen interrugted by the war is not so presaing and because anrc.imen:s .n

the rejular upper eslementary and secondary grades are expaniing substenta

Acd the suthorities would prodadly prefer the product ¢f the zu-e .ho--
tralaing. To this end effert is being made to promote universal seven groie

eomuignry triiniag aad to inaugurate 10 year campuleory :iuitisn - - . tle.
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g D ol _—
m- muw th rocu.hr uho:lo ia uqouu- lge he Fouth in t\o )

K . ““!' b
labor reserve age Mb ‘The \dtof hat the hhr reserves are te be . ‘
B

mqmqtu vith the ,@.u sehosls 10 adrengideied g the nﬂinuoul
shift of the labor reserves to the Ministry of Qulture. (CR CIA RR/PR 16 1952) ’
All satellites have set up some counterpn;t of the lador reserves and it

is net yot appareat whether thay will follow the example of the USSR in de

empPhasis.

' .25X1
Additional questions which are of current intersat

1. Wages. OQRR/PR 33 1953 indicates no change im the basic waze sca es !

in the TS .4 sinece ‘?lu: Take home ;ay can, however, be affecied Yy chances in

WOr's LOrma ©r Lohue=s 18 particularly lnterested in any changea of talg

hature.  secent Ioelst announcenents indicate ti® the Toranfets plasn tha

Tavare dn cances 10 v o« .ve3 are 1o he atlsine! U lowering prices and

sncreage 1n the o a0t T, of coneupac 2 as A ~oulition precedas. to
Tels el e vl imxtesse o aeri@altural produstion and e oiagocrxe p L amey
“ Ciave abo- Althoagh projest “0F o 5 8598 1o s pubdlisn-d tioocg

senve 1la%or in the s-tellites, no simiiar sumaly ¢ mitar.y 9n &lave L&

T the USUR has recently been made Te are pariioilar oLnl o ccel 25X1

1. Agrimdturul Labor. doesy nc® Dare sutrizient aforp -

the 2t ecte of collective farm consalidation 33 the re.emis -% ao- [T

copartiedarly of the sdministrative cadres
L}

v. © iavor Pradaetivivy. 18 Desinning work en projact .37 - .
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in which productivity may de affected bty chaanges in

. L]

morale as svideaced Yy drunkennesa, adsentesisa,

interested {n the ways

5. Higration.

has a continuing interest in Bigrution patterns. The

+nduced nigratiosn of popuiation within the Soviet Union appears te 01" 1nae

preavwar policies as does the geogrphic migration of labor. Cf Cia BR/2R 14

1952, r
2. Purther inforwastion ig requirei to meusure the Bagnltude ¢f alT.tion

BTe accurateliy. ani to pinpoint local areas of inirease.
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111, State Repervess

In Ostober 1931, e Committee on Reserves wes sstablished under the Counall of
Labor and Defense, Gouncil of Feople's Scumicsers USSR, In iugust of 1938, It vas
reorganized into the Administretion of State Reserves, responsible direetly to the
Council of Pecple's Commisssrs, The Administretion of Siate Reserves was sbolished
eight years later (1946) and its functions mssumed by the nevly estsblished All-Unicn
Ministries of Food Reserves and Faterial Reserves. These wio Minlstries weré can-
polidsted by 23 July 1048 ukese into the All-Union Ministry of fiate Food and Material
Regperves.

Sinse 1048 there probohly have been other orgenizational vhanges in the admin-
istration of State Reserves, but it 1s belleved the purpose emd policy has remained
the seme throughout sll of the reorganizatioms,

The originel purpose of the Committee on State Reserves was %o supply the whole
nations) eccnomy end defense system with materisls end equipment in case of war.,

The Comnittes accunulstes and gtores stooks of streztegis materisls and techniosl
equiprent which cen be used only when necessary in wer time and on the instructions of
the supreme comend of the country's defense, Stocks of items I through VI delow,
sufficient to meintain uninterrupted operation for a period of at leust 3 months and
up to & year, must be kept sealed in plant warshouses, These stocks ere under the sole
authority ox; the Second Section, that s, the apperatus of the Conmitiee on State Reserves.

© The Items I through VI ares

I srrous letanls

1z . Yetals

I  Yaterisls

v Forrous Metals
Liquid Fusl
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quired to have at lemet & 3 month stock of the metal in speois) warehouses. The exact

1imite of stocks sre established individually in each aasé,

2. Flants cmemmg these items are requirsd io have, in apocial warehouses
on the plent grounds, stocks sufficient for contimous production for & periocd of
one to eix monthe,

3, The Cormittee on ftate Reserves has itc oun recerves warehiouses where
stocks of materis] from a1l groups sre kept in sufficlent quanility for vninteryupted
supply of inductry for e perlod of 1 %o 12 nopthe ,

In e11 ceses of storraps, stooks of each type materisl ere reneved after a
sertain period. The storage period for materials cuatomarily veries from one mth
4o two years. During the stomape period, materials are shipped to indusizy for use,
end ere repleced by the seme qusntity of new stocks,

The sbove policy 1 belleved to have been achered to through out the many
organizational e!mages ﬁ;!ld is in effect a‘.k the present tinme,

Theve were, socording to prisoners of war reports, substantlsl stocks of ecopper,
lead, snd gine in storage in mid 1949 end It is belleved therc have been addlitions
to these gtocks in eash subssquent year, either from production or imporis or both,

Tasre i no informetion ss the smounte of copper, leed end zine allocsted %o

State Reserves sach wesr, but since the USSR is deficient in theee melels and knows

of their epsentisllity for war purposes, it 1z inconselveble that they would not tulld

up the gtocke just as ve eve doing in the United Stetes,

Approved For Release 2003/04ISEGWDP79T01049A000800140001-7
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The amounts sllocated to Reserve Stocks from production eash year are ostinated

to be:
Qopper 10 %o 15 percent
lead 20 %o 30 percent
2ino 10 to 15 percent

The above persenteges could vary up or down from year to yesr and ss the stocks
tuild up eould be substantislly redused.

In a recent editorlal on 8 July 1953, Pravds stated thet this year additional
reserves have been found for en inoressed output of consumers goode sxcunting tc over
twenty bi1lion rubles in exvess of the enviseged apnusl plan fer consumer geods arn
over. This is the first mention of reserves that hae been noted and would indicate
that they are either not etockplling ceriain items or dipping into the reserve stooks.

The Korean War may have csused szome drain in the reserve stocks of sopper, lesd

end sine but there is no information to indicate sny withdrawel from stocks.
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Contribution

There is almost no informetion regarding stocks of cosl in the USSR, other
than & fev briel refersnces im FW reporia to 8 pile of conl at an industrisl plant,
& pover plant or & railroed yerd. Such reports, in general, furnish 1ittle date of
any value as to size either in tomnege figures or in terss of dey's supply.

Desplite the paucity of information about the subject, it is kmown that there
vere coal phortages in the Soviet Unlon during the post-war periled amd extending
et least wntil 1950. These shortages were especinlly serious in the Furopean part
of the vountry and were due to the destruction of the Donets mines, which produced
57 per cant of fotel Soviet coal production in 1940, There woa alwost no output
from these mines during 1942 and very 1ittle in 1943, They did mot reach their
prever level of output (about 260,000 tons deily in 1940) until the last quarter
of 1949.

Since 1945, ithauhaumawmwmemlrmmmmgnhuprw

the deficits in the western part of the couniry. Polend experted 5.2 million tons

to the USSR in 1945 end from 7,5 to 9 million tons anrmally during the years 1946-51.

Thege importa into the USH ars bolleved toh&w‘ been receseary to meet requirements
end sllowed for little mecretion in stocks in terms of days supply on band.

Stocks probebly vary considerebly between industriss and plents and slso

from time to time during the year. 14 is logicsl to assume that they inevease during

the summer and decline during the winter, reaching thelr louest point in the spring.
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It is known that coal im stockpiled during the swmer months in the Volza reglon
when the Volgs River is open to nevigation and some plants in that area receive
1ittle or no eaalv during the winter.

it is not known if thers are so-galled state coal reserves as distinguished
from working inventories. If there are such reserves they would be subject to
conatant withdrawsl and replenishment because a large propei;tim of the éoal produced
in the Seviet Union will not egm satisfactorily. The resscns are thst brown cosl
disintegrates readily to dust with loss of moisture and much of the coal is esnily
susceptible to spontaneons combusion, Moreover, the cosls which will store better,
mﬁah ag anthraeite and certnin bituminous corls, are ﬁw very coals which are in
m&ﬁsﬁ dexand -

It is believed that sverage stocks of eoal oh band are never sufficient to
lagt more than a month. Some consumers would have only suffieient goal to last &
woek or less and otherd would have enmough to last three meathe or more.

The sonclusion 1s that stocks flustuste comsidersbly during the year, btub the
mejor consuwers—-reilrosds, slectric power stations snd fercus metallurgy—-which
take sbout two-thirds of the production are dependsnt on a stesdy flow of coel from
t&eb sines and would be in difficulty in a short time if there wes interruption In
coul shipments. It is probable that these congumers receive priority and, if an
emorgency avises, coal is diverted to them from consumers of lower priodty. A policy
of hosrding raw materisle at industrial plants is deplored and there is nothing to
indients thet the USSR has any large surplus of sosl sither at the plants or in so~

ecalled state reserves. It is possible that the latter do not even exist in so far as

e
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soal I8 concerned, ot least in the sense that sertein minimum quantities of coal

are leld in perncnent storage to meet comtingences. It is acre Jikely that stoek-
piles would be increcsed in the conmumers' own stooks and each would atterpt o
Weep & ninimuc aumber of deys' supply of cosl on hend. Wuen an smergency should
arise whérehy o source, u%aich in mxv cases would be & particulsr nine, could not
meat & commltuemt, it is proteble that snother mine would be ordered to fulfill
the neod.

in the United States, coel stocks ers normelly in the renge of 60 to £5
million tons. It ls the oplnlen that ovel stocks in the USSR have probably never
baen more than 25 million tons. Muthermore, 1t must be padnted out thet as produte
iion hng ineressed in the USSR, the tonnuges of ceal In stockpiles have increased,
bt requirements have alse expanded, and stooks, in terms of day's supply, mey not

be incraesing significently,

-3
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bilaterelism as = feature of WSSR's postwar trade has come

into the foreground, with a major portion of Soviet foreign trade with

the West zoverned by bLilateral economic agreements. There is no sube

stantial evidence that Soviet trade on s bilateral besis will decline

in importsnce in the nesr future, althouch instanees of trilateralism

have been noted in recent years.

-1-.
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I. Postwer Soviet Trade Policy Toward the West

Sinee World War II, the foreign trade policy of the USSR
toward non-Bloc countries has been governed, in the main, by two
priwary'objectiveé -= developing maximw: economic self-sufficiency
and acquiring m3¥imum rolitical advantege., Identification of these
twin objectives results from an examination of the trade activities
of the Soviet Union rather than from a direct knowledge of its policy
decisions.,

Imports of heavy industrial equipment to restore and expand
the cepital goods industries have improved the prospect for a high
level of economie self-gufficiency in the long run, Imports of indus-
trial rev materials to facilitate this industrial rehabilitation and
expsnsion and also to provide a stockpile beckstop in the event of
hostilities have greatly enbanced the short-run prospects for = high
degree of industrial independence., In eddition, the favorable Soviet
balance of merchandise trade with Western Europe has tended to encour-
agé Western Europe to increase its exporis of those types of goods de-

sired by the USSR.

- -
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Politiesal advantege in Western Europs has acecrued through
eontinued dependence upon the USSR as a soft-currency source of essen=-
tia] agricultural products., Tolitical advantages in both Southeast
Agia snd Western Europe has accrued from timely Soviet offers to in-
crezse purchases of the products of depressed industries, ;K;n the tight
export market situation facing Western Europe, Soviet politi;al al-
vantage has veried directly with the economlc success of ﬁesﬁérn secur-
ity trade controls directed against the Bloc, |

[uring the years 1944-1946, the Soviets showed signe of
friendly cooperation with the West in the field of international e&o—
_nomic relaticns. They sent delegates to participate in the discussions
at Hrotton Woods. They aecepted a loan of over 4250 millicn from the
inited States for 'end-Leease commodities. They acquired an additionsl

g i
4200 million worth of bedly needed goods from the United Hations Reli?f
and Bahabilit&ticﬁ Administration. They received a credit of one ’ail-\
1lion dollars from the Export-Import Sank in 1945,

Optinistic attitudes concerning econonic cooperation beh(;en
the USSR and the West gradually disanpeared es the "ecold war® devg?.—

-3 -
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oped., The USSR refused to participate in any of the independent inter-
national organizations such as the World Hank, International Monetary
Fund or the proposed Internationsl Trade Organization., In July 1947,
the Soviets not only refused to teke part in t?ze Europesn Recovery
Program, but ordered two satellites, Poland and Czechoslovakia, to
reverse their original decisions to participate. In the fell of 1947,
a manifesFO, jgsued by the newly formed Communist Information Bureau,
vehemently attached the Marshell Flan, its originators, end pertici-
pating cmmt:riaé, especially the United States snd Great Britain,

In Janmuary 1949 the Soviets ammounced that a Council for
Economic Mutual Assistance (CEMA), consisting of sppropriate officials
from the USSR, }.Sulgaria, Hungary, Poland, Rumanie, and Czechoslovakie,
had been formed, The offieislly reported purposes of this organiza-
ti§n ineluded exchanging economic experience and rendering technical

and mutnal assistance in the production and exchange of raw materials,

‘food stuffs, snd machinery.

The annuel sessions of the United Kation's Econerdc Commission
for Eurppe {ECE) served as a forum which the Soviet delegations have

used in publicizing the Moscow propaganda iine. In these sessions the

-l -
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wajor Soviet positions hsve been notable for their consisteney, though
the tsctics employed have varied from time to time. The major Soviet
lines can be seen or deduced by briefly recounting the srguments pre-
sented at the anmnuel ECE session held in Geneva, March 3«18, 1952.

Chenges in approach vere evidenced bys
1. A milder eriticism of Western Iuropesn cowmtries.
2. A noticeable sbsence of criticism of Yugoslavia,
3. A concentrated attack on United States influence
45 responsible for West Eurcpean rearmement, the decline
in Bagt-West trade, é*hn'opean balsnces of payments diffi-

culties, and many other Furopean economic problems.
Major emphaslis was placed oni

1. & drive for expsnsion of East-Wesi trade in the
face of Western export control policies.

2. An attempt to split the“Unitad States and Western
Burope by emphesizing thet the commumity of interests be-
tween East and West Europe had been disrupted by the United
States.

3« An stiempt to diseredit the ECE Sscretariat for 1ts
appraisal of Soviet economic development in the Bconomic

Survey of Zurope in 1951, 3:/

The much rublicized Internstional Eecomomie Conference was

held in Moscow durdng April 1952. Originally proposed by the World
- & -
S m R B T
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Peace Council in Februery 1951, attempts were made to dissociate

the conference from any specific organizstion and thus make its in-
ception appear as a unanimous desire of politically disinterested busi-
ness and labor reprecentatives. The basle objective of the Conference
appears to have been political, i.e. 2 manifestation to the world

thet the USSR was the champlon of peace and as such was wholcheartedly
desirous of increasing Fest-West trade, the stifling of which wes rep-
resented as being & major cause of world friction. The trade policies
of the Western Jovernments, particularly the United States, were por-
traeyed, by inference, as the antithesis to increased Esst-West trade
and therefore antithetical to world peace., As byproducts of this prie-

mary objective broad secondory objectives were evidenced:

1. The disruption of United States forelgm ald pro-
graws and a lessening of the political sdvantages derived
therefrom by offering inereased East-West trade orpor-
tunities.,

2. The fostering of West European discontent by stress-
ing the economic waste of rearmsment and emrloyment diffi-
culties attributed to Western export control policies.

3., The severance of friendly ties hetween the Hest and

underdeveloped countries by playing up the aileged advantages
- -

5B CoRET

Approved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7



Approyved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7

Sl T

25X1

of the Socialist system in repid economlc development,
4. The acquisition of economie aid for Cormunist

China,

The armowncement by Nesterov, president of the Soviet Chaw-
ber of Commerce, concerning the Soviet readiness to double forelgn
trade within two or three years vas the high spot of the conference.
It was indlcated that during these years the USSR's annual trade turne
over with the West could approach a value of $3.75 billion, Concern-
ing the products to be exchanged however, references to Bloe imporis
of consumer goodé were carefully hedged by qualifying words and phrases.
The interest displayed in Western textiles was undoubtedly &n attenmpt
to capitalize on the depressed conditlions of that industry throughout
western Europe. 2/ It was reported that irade negotiatlons earried
on between the delegates at the conference resulted( in commercial agree-
ments valued at $500 million, ﬁmever, as of June 1952, the actual
conswmation of these agreements was estimated ot less than 5;’19 million,
or approximately two percent of fulfillment. _3_/

The recent "peace offensive" hsas cé.used wuch speculation con-

cerning the possibility of a sghift in the USSR's trade policy with the
- 7 -
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West. [muring the Hast-West trade consultations of the ECE (Geneva,
April 1953) the Soviet representative pointed out that during the next
twelve months the USSR could incrense exports to the West by more then
15 pércent. Desired Soviet imports were mentioned as ships, metals,
and industrial equipment, but the delegate ala.o indicated that the USSR
would he willing %o import some consumer goods guch as herring, fats,

cork, textiles and eitrus fruits. é/

Jubseguently, Soviet trade délegations followed up along the
lines indicated &t the KUE mecting. Trade discussions with Demmark in
liay were reportedly based on commodity lists exchanged at the ECE meet-
ing. SBoviet~Franco negotiations in June for = three year trade agree-
ment were basicelly dependent on Soviet textile imports vpackaged" with
French ships. The exchange of Gresk citrus fruit and tobocco for Rus-
sian coal and petrolewun we%-a negotiated in May and June. June negotiae-
tions with Argentina for a trade agreement jnciuded the anticipeted ex-
change of meats, hides, ﬁoc;l and apjmal fats for Soviet shipments of
eoal, iron and steel proc‘uicts and capital gods. The 1953 irade agree-
ment signed in April with Norway includes exports to the USSR of alunie

nae, herring, and fats. Although meny consumer goods mentioned at the
- 8 -
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" ¥CE meeting have been mentloned at subsequent negotiations, the

significance of their mention is difficult to judge. In any event,
many of these zoods heve been imported regularly by the Soviets since
the wer and their appearsnce in new agreements represents little depari~
ure from the recent past.

it appesrs thet one oi‘v the éoviat's primary objectives in
tying their import demand for consumer goods to increased availability
of strategic commodities has been to take the teeth out of Western
security trade controls. 'S\/ Considering other recent events in the
Soviet Unlon - the smaller 1953 Sovief: State w, the reductlion of
retail ;mic;s, a planned increase in consumer goods production — &
basis for ‘scm‘;e degree of change in Soviet trade relations with the West
has emerged, Such a change may be made either by a temporsry campro-
mise of long term trade policy objectives in the fece of internal
stresses or by the development of new tactics aimed at hastening ful-
fillment of these objectives. In attempting to evaluate the trend of
events, the difference between Soviet trade policy and trade activities
should be borne in mind for, as has been evidenced in the pest, Soviet

tacties have been menipulated to fit the polley and not vice versa.
-9 -
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{I. Trade with the West

Sovist foreign trade turnover with the West during the
period 1947-1952 fluctunted widely in terms of eurrent value {Appen-
dix wi). The USSR's trade with the West in 1948, over one billion
dollars, was about doubls the 1950 turnover with that area, On a
gomperable basis, Sovied trede in 1952 roughly approximated the 1948
level.

Over the period, noticeable shifts took place in the pate
tern of Soviet trade with the West. The outstanding and consistent
decline of trade with the United States undoubtedly resulted from
three main causes: Termination of Lend-Lease and other non-commer-
cizl shipmentis, imposition by the United States of security trade
eontrols, and mounting political friction. Soviet trade with Canade,
relatively insignificant after 1947, showed signs of stimulation in
1952 in the form of Canadian imporis.

After 1947, the OBEC countries composed the predominant
Soviet trade ares in the West. The UsSR's trade turnover with this
ares rosched its peak in 1952 with an absolute value of $531 million,

- 10 -
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representing over 55 percent of total Soviet trade with the West,
Excepting & small unfavorsble balance in 1748, trade with these
countr;es recurrently produced substantial Soviet export surpluses.
The major trsding countries were the United Kingdor, Scandinevian
nations, Italy, Frence, Belgium-Luxembourg, and the Netherlands,
Soviet primery products were generally exchenged for manufactured
goods, machinery and transport equipment, and industrial raw mater-
ials.

The USSR's trade with the Hear East and Africa showed a
general Increase throughout the period. Accounting for 44 million or
6 percent of Soviet trade with the West in 1947, trade with this ares
increased to $118 million or 13 percent in 1952. Soviet imports from
the srea generally resulted in yeerly trade deficits. Egypt, Iran,
and the Gold Coast were the outstanding trade pertners with cotton,
wool and coeca the main Soviet imports.

Soviet frade with the Far Bast reached its highest point,
$96 million, in 1948 and hes declined steadily ever since. Heavily
endowed with raw materisls of great interest to the USSR, this apen

-11 -
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heas meintained & consistent export gurplus in 1ts trade with the
Soviet Unlon. The 1952 level of trade, $30 million, was roughly the
seme as in 1947. Indis, Malaya end Paklstan supplied the USSR with
quantities of cotton, jute, rubber, pepper and tes.

The USSR's trade with Australis and Negw Zealand consisted
almost entirely of Soviet imports. From & peak of $44 millicn in
1949, Soviet trade turnover with these countries decreased io less
than two million dollars in 1952. Wool remained the most importent
coumodity tr&@e& throughout the periocd.

The walue of Soviet trade with Latin Americe was relatively
srall throughout the period. Amounting to $18 million in 1947, it de=-
creased to less than one million dollars in 1952. As with other non-
jndustrialized regions, trade with Letin America generally reflected

& continuous Soviet trade deficit resulting from raw material imports.

-12‘
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III, Trade Agreements
An outstanding feature of Soviet trade relations in the
postwar perlod has been the increased emphssis placed on bilateral

trade. bilateral agresuents have been a chief modus operandi in

economic relations not only with Cormunist Chine and the iEastern
European Setellites, but also with meny Western nations. During the
period, 1947«1952, bilaterzl sgreeuents were concluded with dHelgium,
Denmark, Finland, France, Ureesce, Italy, Netherlands, Norway, sweden,
Switzerlend, Tvrkey, Yugoslaviz, tgypt, Irsn, Iraq, Afghanistan, India,
Pakigﬁan, and Japan.

Fileteralism bas a number of potential adventages for the
Soviet Union. #y arranging =t one time for ull sales and purchases,
the USSR is in a position to bring all of i&é‘@ili‘b&rs', political, end
sconomic power tc bear at each hargaining tﬁblﬁ; In thé' country-by-

country approach, postwar problems of exchange restrictions and non-
A\
A

convertibility of currencies sre minimized. By conswmating most of

its agreements within a fixed period of time oi’:_ by being ables to sched-
T
ule their negotiation, the Soviet Union is in 8 ﬁ*?sition to better
-13 -
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formulate and execute its economic plans. &/

Though certain trilateral agreenents involving the USSR have
been concluded since 1949 there is at present no firm indieation that
trilateralism 1s about to replace bilateralism on a large scale in
Soviet economic relations with n#nsﬁlac countries. Such trilatersl
arrangemnents as have been made srose from Specié; circumstances rather
then from any apparent broad Soviet policy change,

Finland is involved in a qomplek of trilateral agreements
with the USSR snd various tﬁ;rd pa{%iés‘ Agreements involving the USSR,
Finland, and Poland and the\USSR;fFinland, and Czechoslovakia were cone
cluded in 3949. These were t:uad to the WSR~Finnish bilateral agree-
ments in 1950, In 1952 the ,USSR, Finland, and China concluded a trie
angular agreement, but 19533£egotiations did not include the USSR,

At the April Eﬁﬁimeeting, Finland discussed the possibility
of trisngulsr agreements being eoncluded among Finland, Demmark, and
the USSR, and among Finlend, France, and the USSR, Negotiation of such

an agreement involving Lenmark are underway, If an agreement material-

izes it will be the first instance of another Western Europeen country

-l3 -
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being included in the system of trilateral trade developed in recent
years between Finland and the Soviet Bloe, 7/

In additlon to the above departures from strict bilsteralism,
the USSR and Egypt have been parties to two speclal purpose four-way
barter sgresments. Such an agreement involving the USSR, Egypt, Ru-
nania end Hungary was made in 1951, while another invelving the USSR,
igypt, Foland, and bBulgaria was rade in 1953. These agreements supz;le-
mented rather then replaced the bilateral agreemdnts in force between

the USSR and Egypt.

- 14 L
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SUMMARY

After a brief period of international cooperation during
the closing and immediate postwsr years, the foreign econonic relfe
tions of the USSR with non-Bloc ecountries have generally detf.ieriorated.
Political friction .bo’ween the USSR and Western countries, perticularly
the United States, has been carried into international trade discussions
by Soviet delegates whose trade positions have often been baged more
on political than on economic considerations. It 1s yet too early to
see whether the recent "peace offensive will be reflected more in
Soviet foreign trede tactics or in forcizn trade policias,

Luring the years 1947-1952 noticeable changes tock place in
the USSR!'s trade with non-Sloc areas. Over the period, yeasrly Soviet
trade turnover with the West flustuated widely and the pattern of
trade indicated definite geographic shifts. The dealine of Soviet
irade with the United States was notable and the share of the OEEC
countries in Soviet trade with the West about doubled in terms of

current value.

SwBulwRmE-T
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APFENDIX 1
8/ a/
Geographic [istribution of USSR Trade with Hon-Bloc Countries, 1547-1952 -
(in current prices)
yHillions of US Dollars

Other

United OFEC Europe b/ Near East Latin
States Canada Countries (Excl, Bloe) and Africa Far Bast Oceania America Total
1947
Imports 1h9.1 L.9 11k Wbk 20.0 2h.1 2.3 16.1 L77.3
Exports 77.1 0.2 100.1 63.8 2h.3 3.5 0.2 2.0 271.2
irade Dalance -~ 72.0 ¢/ - LT - 1.3 - 82,6 L3 - 20,6 - 2.1 - 1.1 - 206.1
1948
Imports 28.0 0.1 121.5 192.h 6L.0 80.6 3h.5 12.4 533.5
Exports 86,8 a/ 253.5 8l.9 L9.9 15.5 0.2 0.9 L91.7
Trade Balance 59.8 - 0.1 132.0 - 107.5 ~ bl - A5 - 3.3 - 1.8 - 17.8
1949
Imports 6.6 0.1 150.9 145.8 22,7 60,2 1.9 8.7 136.9
Exports 39.2 & k.5 39.6 12.6 33.2 2.3 1.0 272.L
Trade Balance 32.6 - 0.1 - 6 - 106.2 - 10.1 - 27.0 - 39.6 - 7 - 16L.5
1950
Imports 0.8 0.2 120.3 1.8 33.4 45.6 26.1 1.1 293.3
Exports 38.3 0.1 154.9 23.7 28.0 5.9 1.2 &/ 252.1
Trade Balance 37.5 - 0.1 3h.6 ~ Ll - 5. - Lo.7 - 24,9 - 1,1 s
1951
Imports 0.1 af 165.h 121.5 39.7 b1.9 16.7 0.3 386.6
Exports 27.5 0.3 27kl .4 k0.6 3.6 8.7 0.1 396.6
Trade Balance 27.4 0.3 108.0 -  80.1 0.9 - 38.3 - 2.0 - 0.2 10.0
1952
Imports &/ 229.8 155.0 62.6 29.5 a/ 0.1 L77.0
Exports 1677 233 3014 a1, 55.3 2.7 133 o/ 161.3
Trade Balance 16.7 2.3 7.6 - 73.h - 7.3 - 26.8 1.3 - 0.1 - 15.7

See following page for footnotes.

Surlim G RmEmT
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APPENDIX 1 (Cont'd)

Footnotes

iata are unadjusted as reported by Commerce Lgpartment; 1952
figures are preliminary. _ )

Figures represent trade of Finland and Yugoslavia for period
1947 through 1949; Finland alone after 1949.

A mims sign indicates s Soviet import surplus.

Less than §50 thousond,

e 1 12,

e oG RE Y
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AFPENDIX 2

USSR Trade Ajreements with Non-Bloc Gountries

Informtion contained in this Appendix include that

ayailable in trade sgreement files as of 8 July 1953.

Imta in the body of the tables covers agreements
in effect, whereas information on discussions not concluded
is contnined in the appropriate footnotes,

Hequests for additional information shounld be

directed to

Fn o L A
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APPLEDIR 2
2/1
JSSR Fostwar Trade Arveszments with ilon=Bloc vountries
WESTERN EUROFE
(neil OF
ACREEMENT PARINERS STONALURE) PERIOD TYFE OF AGRIELENT REMARKS

USSR-Austria 5/

{ 3=Belgium ( 2 veb 19L8) Until terminated by Trade and payments Belpian exports = steel and products,
either party on siX non-ferrous metals, eqpipment and
months' notice tools

USSR exports - grain, wood and paper,
menganese, asbestos, phosphate
Tyade - 10 billion francs (4229 million
at 19LB rate)
(17 Lov 1950) 1 Hay 50 = 1 Hay 51 Protoeol to trade and Belpian exports - steel products, non=
payments apreement of ferrous metals, industrial boilers
2 Feb 19L8 USSR exports - grain, ferro-manganese,
manganese minerals ,
trade = 600700 million francs {12~
51l million)
1 May 51 - 1 iay 52 Additional protocel to Provides for additional USER srain
i trade agreement exporis
USSR-Denmark E/ S/ ( 8 Jul 1948) 1 Jul LB - 31 Dec L9 Protocol to apreement of Dennark exports -~ refrigerator ships;
19 Jul L6 (never ratified) butter, cattle, petroleum products

USSR exports - coal briquettes, pig
jiron, apatite, asbestos
Trace = $25 million each way

JSIRON ¢ -85 DEY ¥
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PERIOD TYER Oi

UEHRmi"inland

o/

1. (25 Apr 1949)
2, (27 Jul 1950)

3. (10 Aug 1950)

(20 Jan 1951)

{15 Tec 1951)

(31 Jan 19L5)

{ 5 Dec 19L6)

flarter agreements

Garter agreewent

1 bec 51 - 31 Mar 52 Barter apreeme:t

Dec 1957 Mo dia

‘{rede agreement

S Dec L6 - L Dec L8 Trade and payments

SafimCeReE«T

REARKS
Vermark exports - 1. 16 million
horses and salled Kroner total
herring 2. 11,270,000
UESR exports - lignite Kroner total
briquettes 3. 3,L00,000

Kroner total

Lenmark exports ~ breeding cattle
USER exports - votash
ipade = Ly600,000 Kroner each way

Lenmark exports ~ butter and meat - 1N
million Kroner

USSR exports - rye, wheat, oals and
0il cakes - 51 million Kroner

Supply of 25,000 T oilcakes by USSR in
part settlement of credit for tankers
being constructed by Denmark

Deliveries by USSR of foodstuffs in
compensation for strategic materials
and repairs to warships by Finland

Pinland exports - prefabricated houses,
timber, cellulose, newsprint

USER exports - prain, fodder

Yrode - 1947 - €26 million
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(TATE OF
AGREZTENT PARTNERS SIGNATURE) FPERIOL TYPE o ACRIEELET RENARKS

USSR-Finland E/ (17 Lec 19L8) 1 Jan L9 - 31 Dec L9 Frotocol to trade and Finland exports = prefabricated houses,
payments agreement of paper and paper products, wood and
5 Tec Lé wood products
USSR exports - cereal grains, petroleum,
products, fertilizers, iron and steel
products
1 rrade - 1949 - $100 million (about same
as in 19L%)

3 Trilateral trade and I"inlend to deliver to USSR goods to value

) {29 Jun 15L9) 1 Jul L9 ~ 30 Jun 50 payments agreements of 100 million rubles, 30 millien rubles

) on Folish account and 20 million rubles
on Czech account, USSR will deliver geods
of equal values to Poland and Czech, which,
in turn, will make equivalent shipments
to Finland.

1168 2Finland~-Poland

1S¢R-Finland=Czech

JECReFinland {13 Jun 1950) 1. 1 Jul 50 - 31 Dec 50 irace agreement 1. Second half 1950 - US 32 million
each way
2, 1 Jan 51 - 31 Tec 55 Longeterm trade agresvent 2., 1951-1955 - 1,410 million rubles each
way
Under S-year agreement Finland's exports
{ will exceed imports and the difference
will be made up by deliveries from Poland
and Czech under trilateral agreements.

( 2 Dec 1950} 1 Jan 51 - 31 Dec 51 Under framework of long- Finland exports - ¥67 million
term agreement of 13 Jun 50 USSR exports - §l7 million plus %20

million in deliveries from Pilard and
Czech under trilateral arrangements

GulimCamRuefl =T
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(TRTE OF
ACREENENT PARINERS SIGNATURE) PRERIOL: JYFR OF AGHEE ERT RiHARKS
USSR-Finland-Poland (22 Mar 1951) Year 1951 Iripartite trade protocols Finland is to supply poods to value of
to 1951-1955 trade and 20 million rubles to USSR, FPoland is to
USSReFinland-Czech (26 Hay 1951) Year 1951 payments agreement supply goods worth 48 million rutles to
Finland and Czech is to supply goods
worth 32 million rubles to Finland
% ~Finland (21 Dec 1951) 1 Jan 57 - 31 Dec 52 Under framework of longe Frovides for exchanges between Finland
term spreement of 13 Jun 50  and USSR of 585,5 million rubles, equi~
valent to i1L6.0 million. In addition
trilateral arrangements with Poland and
Czech to be included.
jSSRel"inland-Foland £ 1 Mar 1952) Year 1957 iripartite trade protocols Finland to export to USSR goods to value
to 1951-1955 trade and of 85 million rubles, receiving in ex=
USSR-Finland-Czech (2l Har 19%2) Year 1952 payments agreement change goods valued at 52 million rubles
from Foland and goods from Czech valued
at 33 million rubles
USSR-Finland {73 Sep 1952} 1. For 1952 ) Supplementary trade 1. 8% million rubles
agreements
2. for 1953-1955 ) 5, Apnual exchanges at 175 million rubles
L( ‘wFinland=China (21 Sep 1952) Trilateral trade apreement Finland to deliver China soods valued at
34 million rubles and the USSR to send
same value of coods to Finland. China
to send products of emal value to USSR,
USSR-Finland (23 reb 1953) 1 Jan 53 - 31 Lec 53 Within framework of long= Finland exports - 150 million

term agreement of 13 Jun 50 USSR exports - $1172.5 million

fmlimlaReieT
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ySER-Finland-Poland %

BESE~T inland-Czech 3

‘L.JﬂﬁFranca é/

UssR-(ireece 2/

USSR-Italy

PERIDL TYPE 08 AC
Trilateral trade protocols
(2L ieb 1953) Year 1953 1o 1951~1955 long-tern

{Late Teb 52)

(Jan 1953}

(Jul 195?)

{¥eb 1953}

(11 Dec 1948} 1. 1L pec LR - 11 Tee L9

7. 3-iear irule Apreement

agreement

Barier agreement

Barter agreement

Barter agreement

fobaceo contract

jrade and payments

Investments

IA-RDP79T01049A000800140001-7

Compensating deliveries to Finland by
Poland and Czech in 1953.

Poland exports - <1b.5 million

Czech exports = <8 million

Tugsian pitprops and anthracite for
french textiles and iron and steel
products, value 3 million.

155,000 1 Ruessian anthracite for essenw
tial oils, cork, iron and steel pro-
ducts from France.

Exchange of Greek tobacco and bay leaves
for Rumanian timber, Russian fertilizer
and caviar. Estimated value of total
gransactions - &2«43 million in each
direction.

1. $50 million each way

o, §100 million each way for 3 years.
Italy exports industrial equipment and
ships in exchange for raw materiald,
especially wheat, pig iron, steel ingois
and petroleum.
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. (udan oF
AGREEIENT PARTHERS STONALURE) PERIOD ] TYPE OF AGRULUMENT CEMATKS
USSR-Italy (12 Sep 1950) Jet 50 = Feb H1 Grain Contract under USSR exports - whest (200,000 tons)
Investment Aprcement
of 11 Dec LP
(dlar 1952) 1 Jan 52 - 31 Dec 57 Trade and payments agree- Ttalian exports - bell anc roller bearw
ment veplacing agreement ings, citrus fruit, spices, textiles,
{ of Dec h8. . (221 million)
. SR exports - wheat, anthracite coal,
petroleum products, mangenese ore,
($26 million)
Unutilized quotas ol 1948 3«year in-
vestment agreement still in effect.
U ER-Nethorlands (10 Jun 19L8) Five-year TA Lonp-term trade and pay- First postwar trade apreement. No annual
ments schedules for later years. Original
quota lists for most part intended for
12-month period; in practice have been
treated as S~year guota, Trade for first
year - Y0 million guilders each way
(spproximately $23.7 million).

{0et, 1971} Contract 5,000 T rubber and five 1lh~knot re-
frigerator ships f{rom Netherlands in
exchange for 120,000 T grain and
75,000 T coal,

USSR-Norway (27 Dec 19L6) Valid two years Trade and payments Guotas for year 1947 giveu.

SelywCon R T
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I
(nayE OF
S VURL) PERIOD TYPE OF BORTEENT LMARKS
ESR-Norway { 6 Jan 19L8) 1 Jan LB - 31 pee b8 protocol Lo trade and Horwe: exports = alowinu, fish oils,
pa;ments agreenent of herring, pyrites, molybdenurt concer-
Dec L6 Lrales
USSR exports - grains, phosphate, man-
panese and chrome Ore, asbestos
! (16 Jen 1949) 1 Jan L% - 31 vec Ly terlaces protocol of Jan Epesentially same commodities
L8 to trade apraenent of
Dec k6
{10 Jan 19L9) 1 Jan L9 - 31 Lec 51 Lon;:~térm agreement Switch to barter type arreement because
Norwegisns felt it to be more workable
with Soviets
{(vsy 1952) Jan - iec 1952 Compensation asreement Norwey exports - herring, aluminum
: (2,000 T)
U7SR exports - cereals, manranese ore
(20,000 T)
(hpr 1953) 1 Jdan 53 - 31 bec 53 . Barier arreement ¥orway exports - aluminum, increased to

3,000 T, fats, herring
) Ur&R exporbs -~ mangsnese Ore, increased
i to 30,000 1, cereals, chrome ore (10,000 %
{only comuodity to be eifected by pay~
ments and it will he paid in pounds
sterling).

A
pproved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7




WD PARINERS

Approved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7

o
Pty

Lims CeRumbine?

3

USSR-Sweden

FERION WXER OF ADRFEDNT ARk S
(Det 1546) Year 1947 Trade and payments
(Oct 1946) ‘et U6 - Dee G1 Investment and credit “me billion Swedish Kronor to USSR by
Sweden until end Dec 51.
(Jan 1547) Year 1948 Frotocol to 14 of Oct L6 30,000,000 Svedish Kronor each way -~ 19LB

( 2 Apr 15L9) Year 19L9

Note: Mo protocol actually signed for 50.
Estimated quota lists for 1¢5C.

Replaces protocol of Jan
L8 to trade and payments
of Uct k6

(20 Apr 51) Year 1951 Frotocol to trade and
payments of Oct L6
(Jan 1952) Year 1952 irade and payments
protocol
(spr 1953) Year 1953 Trade and payments
protocol
SmimbmbadinT

Swedish exports - L5 million Kronor
Swedish imports - 25 million Kronor

Trade - 40 million Kronor each way
for 1951

Swedish exports ~ 50 million Kronor plus
35«40 million Kronor of commocities
previously under credit and now to be
paid in cash

Swedish imports - $0-100 million Kronor

Trade for 1953 « 75 million Kronor each
way
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Jesi~Switzerland (17 zar 1948) 1 Apr L8 - 1 Bpr L9 Tyade anc paymenis First postwar agreement with investment
Txtended to Dec L9 protocol; deliveries to 1951
1 Apr LS to 1951 Investment schedules

{

Lesp-Turkey &/

UaSR-1K (27 Bec 19L7) Dec L7 - Lec Y1 Prade, paynents, and Soviet deliveries and UK dellveries -~

investment 1 Feb - 30 Sep 4B {under shori-term
arrangement)

JK deliveries - 1948-1951 (lonpg=term
arrangments - delivery of capital
equipment )

Jpade contracts regarding crain de-
liveries, Sep L9 and Hov 503 timber
deliveries, Jun 50.

(¥ay 1952) Herring contrsct Cured herring supplied by UK in exchance
for salmon and crab
et 52 - Jan 53 Grain contract
USSR-West Germany 74
S son e e £
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FERIOL IYeL 24 4

Bl ARRS

1
us

Ch-Yuposlavia

{Apr L5)
(Jul L7)

(Tec L)

13 Apr b5 - 31 Dec U5 Commercial
1. 1950-1957 Investment

2, 1oLB=-1950 Goods and payments

Year 1949 irade Pact

Smitml BT

8 months period

Deliveries of installations from USSR to
begin in 19L3.

Yuroslavia to fulfill her obligations in
course of 7 years, beginning in 1950,
Soviet cotton, paper, cellulose, petrol,
coal and coke in exchanre for lead,
zine, pyrite concentrates, copper,

totaceo (1 Jun 47 - 31 May L®)

Yugoslavia exunrts - lead and other metals,
hemp, tannin

USSR exports ~ petroleum products, rolling
mill products, drilling rig paris,
chemicals ; trade reduced one~eighth.
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IYPE OF Al

AKS

USER-Epypt

& deBpypt-tomania-
Hungery

USER-Epypb-foland-
Bulparia

(3 #ar 1949)

(lec 1550)

{4 Jul 1951)

(3 Har 1952)

(End Hay 1952)

(Jan 1553)

(10 ¥ar 1953)

Har-dun 48

1 Har 52 - 20 Jun 52

Barter apreement

Barter agreement

Li-way Barter agreement

Barter apreement

Barter agreenent

Larter apreement

hieway Parter arrecment

E o R BT

Russian wheat and corn for Igyptian
cotion

USSR - wheat (100,000 T)
Epypt - cotton

fussian wheat for rice from Lpypt -
18,7 million esch way.

{ungary and Rumania to sell wheat to

Egypt for exchange of Egyptian eotion -

value of exchange of 2 satellites

aprroximately $19 million.

Lxchange of 200,000 1 Rugsian wheat for
20,000 T Egyrptisn cotton

Exchanpe of 50,000 T Russian wheat for
fgyptian long staple cotton

Exchanpre of cotton valued at 3,002,000
pounds sterling for industrial materials,
especlally machinery

“xahanre of wheat for cotton, Total
valne « #2470 ,00n,

WO W 90,000 T yheat araingt c 000 T
cotton,

“ulraria -~ 15,000 7 wheat assinmt
1,A00 ¢ cotton,

Poland « 10,000 vheat arainst 1,170 7
cotton,
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TYPE 07 ANRETVENT

nIMAPEKS

{ I Nov 1950) 10 Nov 50 « 10 YWov 51

Noter Trade carvied on in diminisghing
depree under nuotas estimated in
Nov 50 agreement althoush it exe
pired in Yov 81,

1 Apr 52 - 91 Ner 53

(10 Tee 1951)

(1 Mar 1952)

Protocol to 19L0 Tommerce
and Yavieation Arreement

Barter apreement

Contract

Contract

[P ) .- B N,

o Dol S

NEER exports - suear, iron, rails and
rail emioment, cement

tpaR exports - wiee, waw cotton, tohaceo,
dried fruite and nute

Tatal valve « 30 mitlion esch wav

Protuets essentially same althoush in
most instances in reduced aquantity,
Additions to Iran exports a-e A,00n T
zinc ore and L,00N T lead ore. A4 tinng
to TESE exports are M T lubricants,
1,200 T fuel n1) and 1,000 T tar,

Info received from Israel Teration of
sale of eitrus fmits to TR

sranres and

ghi Wﬁ&ﬁaﬁﬁg BW“S gfes ove
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(TATE OF
AGREEHENT PARTHIRS SIANATURE) PERIOT TYPR A7 ARTIEmITNT BEMARKS
USSR-Ysrael i Sep 1952 Contract 140,000 caser oranses with option that
Rof-torae ( : i ) TSER pould buy another 140,000 cases
Tee 57 « Apr 53 Contract 15,000 T oranres durineg winter shin-
pineg season of 1957 - 1053, Soviets
| payine about 1 millier pounds sterline
for whole shipment,
1
EalimComRomflm T
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FAR EAST
(DATE OF .
AGREEVERT PARTNERS SIONATURE) PERIOD TYPE NF AGRETMENT - BEARKE
USSRAfghanistan (Nov 1947) Rarter - although not en- USER exports - petrol, smear, piece roods
tirely as Afrhanistan not Afphanistan exports - wool
able to offer encueh roods
payment in dollars for
gome of Russian petrol
(Aug 1948) Trade and Payments USSR exmorts - petrol, mipar, cotton
eloth, white and hlack iron
Afghanistan exporte « ~oat and sheep
sking, wool
Trade = 3 1/3 million U8 dollars
(17 Jul 50) 1950 - 195k Ione-Term Apreement USSR exnorts - rasoline, kerosene, surar,
1 Jul 50 « 30 Jun 51 Trade and Payments cotton plece roods
Afghanisten exports - sheen and roat
ekins, wool, cotton, oriwum
Trade - approximately & million dollars
each way anmually
1.1 Jul 52 - 30 Jun 53 Within asreement of Commodities nrincipally same - addition
17 Jul 50 of exports of Afrhanistan fruits and
nuts
(28 Yov 52) 2. Jul 52 « Jun 53 Supplement to apreement Tnerease of Russian refined auear exnorte

af 1 Jul S2 - 30 Jan 52
of 1 Jul &7 3N him 53

Nepotiations for Within agreement of
period 1 Jul 53 - 17 Jul 50
30 Jun Sh

RS S O T |

end sn inorease of Afghanistan symortas
of coldewashed wool

Commodities same as vreviouns vears -
actual trade lapred in past yesrs he-
cause of Afrhanistans inability to
export its poods and to store Soviet
retrol producta.
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(Da1E OF
SIGNATURE)

USER-India

SSR-Indonesia E/

{iSER~-Japan Q/

USSR-Pakistan

(Feb 15h%)
(hpr 19L9)

(82 Jun 1951}

(fug 1952)

(15 Sep 195?)
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“BRIOL TYPE OF ACUENEND

Parter apgreements

Harter agreement

Parter apreement

Bgrter asreement

SuliwlaRmimT

REHARKS

USER exports - grains
1ndia exports - jute, tes, castor oil
inrormation from OIR

Ui 8% emports - 100,000 T wheat
India exports - jute, tea, tobacco, lac

An exchange of 13,000 9 Sakhelin coking
coal for 159,000 pounds Japanese rayon

- yarn = approved by HITT

Exchanse of Soviet wheat (150,000 ™
for 72,000 T jute and 13,190 T cobton =
first official trade acreement
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sPYENDIK 2 FOUTNOTES

LS ERN BUROPE

a. UsSil-fustris .

& note was sent by the Austrian Govermsent to the Soviet
Politienl Representative in Vienna on 5 September 1952, sugesting
the busis for renewsl negotiations for a trade snd payments agroe-
ment tetween the two countries. HNo action to date.
b. UBSR-lienmark

Information received in Mey 1953 indicated that dls-
cussions hed commenced with regurd 4o an exchange of commocities
between the two countries. f%he commodities are based on lists ex-
changed at ECE Executive Secretary's Consultation on East-West
trade held in Geneva in Arril.
ce USSR-Finlend-Denmark

Information in June i%} stated that the trilateral
spreenent approved 1n principle by USSR end Dermmark, This is first
tpilaternl agreement that Finland would have which would involve

[y

another Wostern country as & third partner. Hy these trilaterzl

- 16 -
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5. iy rt E‘FJI‘

arr. agements, ¥Finland plens to use her credit with bloc céuntries
in reducing her defieit with Western cquntries.
de %&Fragcg

Two other terter ngreements were being contemplated in
Lecember 1952 but, to date, no notification of authorization has
heen received. The Tirst proposed an exchange _of stor-ge tetteries
«ndt lesd valued at 300 million Fronch franca for brai of Husslan
orizin of sn equal value. The second cszlled for an exchange of
1,000 tons of lead for Russian asbestos of equivalent commercial
value.

Hevotistions for & 3-yerr trade agreement between the
two countries were in process in June 1953. The trade agreement

seens dependent on the sale of ships to USSR by France., Russia's

_ offer to purchase large smount of textiles will appesl strongly to

French whose textile industry is seriously «}epressgd.
e. Usok-Grecce

fiecotintions in May and June 1953 for an agreemnent ip-
volving the exchange of Russian anthrzecite coal and petroleum for
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Greok tobacco, bey lesves and citrm‘fruita.
. UssSR-Turkey

Information received in Tecember 1952 concerning !il barter
agresnent involving 50,000 head Turkish cattle for 30,000 metric
tons of Russian kerosane. idfficulties ensued because of the in-
abkility of Turkey to deliver the cattle due to governmment réquire—-
ments and the Russians would make no promise regarding the delivery
date of the kerosens.

USER-vest Gorrarn

[: 38

Provigional trade treaty signed 7 hpril 1952. German
negotiafnrs represented tentative trade orgenization called OST8G
which is not a binding legal instrunent. Trosty required ratifica~
tion by proper authorities in West Germany snd USSH.

Barter agreement of $20 million vee.ch vay expected to be
signed the beginning of 1953 between USSR and Waest Germany. IThe
agresnent originéllg was to have been between East Gernmany and West
Gerpeny but was refused y Bast Uerrany.

Hegotiations begen in Jarmary 1953 for the import of Russilsn
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grain into West Germany. The West German firms involved are Leutsche

Getreide Futtermittel and Fischer-Wepples,

REAR EAST
h. 1BYR-Irag

Herotiations were in progress in Februsry and March 1951
for the conclusion of a barter agreerent providing Iraq with Russian
merchandise {mainly agricultural machinery, motor curs, nﬁﬁaprint,
-electriczl equirment, cotton piecs goods and suzar) in exchange for

dates, maize, wool znd hides.

Fai BAST

i. EBSR-indonesia

In Hovember 1952 preliminary talks envisaged sn exchange
of Indonesian rubber for whest. Decamber 1952 informstion reported
the possibility of the USSR agking for the conclusion of a longz—term
contract for the purchase of Indonesian rubber, Informétion in June
1953 steted the USSR may be negotisting 1cng-;rumorezi barter agreement
with Indonesia, .poss';ibly for rubber supplies at slizhtly below world
price.
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jo. BSuR-Jopan

Information in March 1953 stated 3R was offering 250,000
tons Sekhalin coal 1o two Japanese Lr ding companies in the hope that
they will baerter tunafishing bosts in return, sxport of wooden {ish-
iny eraft of }imitad specifications approved by 4CaP in exchange for
4skhelin cosl, In February 1952, however, 5ChP refused a barter
arrangenent ol 110,000 tons Sekhalin coal for three 30-foot fishlng
vessels ag being beyond the 1imits provided in the Japanese mcport
cpade Control Urdinance. Information in Hay 1953 stated Soviet
trade reprnsea‘béi‘t,ivas in Tokyo reportedly negotiating with verious
Japanese firms for the barter of timber and oil in return for Jepanese

products including electric wirings

LATIN AMERICA

The only trads agreevent with Latin American countries is
the one peniing with Argentipd. Informetion in June 1953 stated thet
& trede pact between UssR and Argentina would be concluded shortly.
The velue of trade is estimated at $100 million eaci'; wvay, 1/ al=

though press reporis state the total value of trade st ¥150 miliion.

[T U————
1/ & draft of the &rgentine-ﬁ&l;?i trade agreement shows srzentine fme

ports walued st 46 m1ldon snd exports et £75 willion.
- 20 -
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argenting is to supply linseed oil, mutton and pork, hides, wool,
cheese, and animal fats for rsils, railﬁay wheels, petroleum, coal,

iron and steel products, cepitsl goods, including ollwell equipment

and agricultural machinery,
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10 August 1953

Mlnmnu Sn
HATIORAL IRITY TRAAY GOEIRUIS
Imln&iag w xnuarn ef Inumﬁml xwt
Deceabsr 1947-2ugust 1953

Contante

1. The Pre~CoCoz Perisd Tec ‘W) Dec'ly

{a) Partineat Polisisal and Beonomic Zvents
{b) Seaurity Trads Controls

il, Prom the Establisitwent of CoCom %o the Tri.  Jea -~ Bac 30
prroite Keetings in New Tork and lendon

(8) Persinant Polisical and Xsoaomic Events
(v) Security Trafe Controls

Ii1. From the Acceptance of the Tripartite igres- Jan - May '51
oent o the U¥ Resclution on Embargo ageines
Chins

{a) Portinent Politioal sad Boonowis Fvents
(3} Sscurity Trade Contrals

I¥, From tha Ken Amentwend to the Batils As Jun - O8% '51

. {8) Pertinent Pelitical and Teonomic Events
(b)) Security Prude Jontrols

¥. TFrom the Eansotment of the Bassle iet %o the Cat 26, '51 -
Fornation of ChinCom Jem 20, 192

{a} Persioer$ Politleal and %conomic Tventa
{2) Zecurity Trude Contmis

¥i. Tha First Year sf itds Battls Aot up %o the Jan - Dse P52
Formation of ChinCom

{n}) Pertinent Politiesl and Economic Tvents

{b) 4 Catalogus of 1Z Mala Problams uader
Discussion ~ 1) Secreey, 2) Prior Commit-
sents, 3) Lists af Strategic Itews, &)
Trede Agresnsnis, 5) Transis trafe, srans-
shipments, Free Ports, 6) Shipping and
Bunicering Uonsrols, 7) The IC/IV Systea,
8) Custom Preoesaing, 9) Csoperation of
Houtrals, 10) Consrols in Ocoupled Countries,
11) 8peciel Centrols Ageinst Chime, 12)
Technionl Aesistancs.

{¢) Chronolegy of Sscurity Trade Conizvols
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¥1I, ¥he Second Year of tiwm Batsls Aot, Jsa - Aug '3
up to the Trucs in Korea

(&) Pertinent Political and Economic Zvenis
{5) Main Predlens
{e) Sseurity ZTrade Controls
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26 June 1986: Signing of thes Unlited Batlons Charter in San
Frencisoo,

¥inter 1946/47: East/Vess tension bugins to develsp in Ger-
many and elsevhere,

June 1947: dsnsral Harshall's spesch st Zarvard University
on A1d to Darope,

July 1gk7: Holotov wishdraws frou the Marshall Plan Coke
ferenca in Parls,

194871 Sevisss chatruct plans Tor Duropsan Ascovery and show
intransigence 2t mewtings of the Counsil of Poreign
#inieters 1in Mossow and London,

Sunmer and Tall 19471 The (sempornry) Committes for Zuraopesn
Reonomic Ceopernsicn fTorsmulntes & progranm for Buropean
recovery and sudmite 1is repers %o the US Government in
Sspresher,

3 April 19681 Enaciaeat of the Ferelgn Assistance &gt of
1948 {Paublis law 472, 80th Congress), ersating ihe
Econanic Cooperation idministration (EGA) for sconcmio
aid %o Yurope and Chins,

April 1948: mublum’h af the {(Pevrmanent)
feor Yorauaan Toopom Sooparatisn (OFRG) in Paris

Sprimg 1948: Soviets lesve ths Control Counell far Germeay
aul <he Berlis Xommendaturs, thus disrupting the guad-
ripertite adainintration of Germeny,

June 10h8: Yugoslaviatls brask with the Cominform, Tife
gradually taras to the ¥est,

June 1948-May 1949: Barlia Blocksie Dy Soviets sad thw
Allied Afrlifs,

Lprdl b, 1949: Sigaing of the Harih Aflay
Yrxenisesion (HATO) inm ¥Washimghon,

Augnst 26, 1949; The NATO Treaty bDecomes sffsctive after
mbifiontion by all ssmbar astlions,

-3
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17 Decenber 1947: Decisien of she U.8, National Seourity Counell
vo esop shipments of short supply or ssratesglc sommotities t¢
the Sovblan,

* 1 Nereh 1948: Deperiment of Commerce establishes sxpors 1lidenss
goRizels over all US sxports %o RFurcpe (under autherity of the
et of July 2, 1940) snd thus initintes U5 ssourisy srade contraels.

* 3 -&Wi}- m‘i The Foreisgy RROe ACE U S o Pabiic T m M
{Bee Sub-Chapter (s)) is emsoted, crsating she Egonomic Cooperation B
idminiesration, Beeylon 1172{4) of this jot contzins the first,
shough qualified, restrictiens on the sxpert of strabegia ltems,

Sabsequsnt U8 legislation in the 1814 of sscurity trede controls
raferred ¢ or was baveld upon ihis {aitia) prevision untll it vas
rapssled by the Batile Acs in Gotober 1951,

Spriag asd Suswer 1958: A= imber-agency Advisory Committes on Reguire-
ments (ACR) i formed exis Specisl Stesring Commlttee undsr its
Airection devsleps two lists of strategic ttems for conirall
List IA for smbergo and Lists IB for guentisative coatrols.

* 27 August 19481 Pellowing an earllsr Cahinet dAscision, the Spesinl
Eepressntative of the ECA in Purope (08R) ie imstructed by TOREP
B16 to open discussions with afd-receiving aountriss in Burope
ragarding "perslliel actisn® in security expori: comtrols on the basle
of the IS contrsl lisss, (3ectien 117 {4) of the Foreign Assistande
Aot of April 1948 providsd for liemited parsllsl sction.) Thase in-~
strustions of OSH conatitute the busic policy direqiivg to ebtain
sogperation in seourity trade gentrols from TRP comniries, nemmly:
erisical items must be danisd to the Seydlec, dbut simce Surope's
recavery depends on I«¥ grade ,ensentiel trode pust continue; existing
commitments to the Blec are %o be resognissd 1f their abrogution
would have ssrious scenomic sffects; cooperstion should de velundery;
full “perellsl sstion" 4o be required only wish regerd toe List 14,
wat not List IB,

« Job9: Jhe U8 Expaxh Consrel ASE Of A3 repluces the et of July 1940,
This is she pesic US law for all subsequent U8 security trade con-
trol regulations,

Pirst half of 19491 & period of bilaterrl nsgotistiens,
a) Barly 1949, sn inglo-¥remch viss for conirels is entablished,
¥) Miateral tallke betwesn Yha BE enéd individusl couniiries,
o) July 1949: US.UK technicel meeting concaraing their respective
ambarge lisis,

Ssacnd half of 19491 The need for multilateral approach is redonised,
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Dotober
*Con

11-14, 1959: Maet in Paris by six counsries, An informel

Bovember 1423, 19401 HMeetings of the Consultative Jroup produce e
following resulist .
8) ¥he Ususulsative Group will be opntinued on a permenount brels oy
tshs ministerisl lsvel with vorking eemmittees and & yecrstoring,
b) Three Intermatiomal Control Lists are esisbliehed, vis, List 1
© {ILfI} ewbargo; liss 11 guantitstive controls; Lias Il ama;mtwn.
¢} Au undaratending vwish regard to trade sgreements 1is resched, nemsly:
strategic commitments im existing commitmenis should be falfilled only
12 no sudstitute solution oen be Foumd; they should be avoided in new
agreenenty, _ o
4) The treasit trsde problem is discussed, Ses ¥orking Sroup Papert
Repert on Pransit frade, Novemder 17, 1549,
#) The problem of ossperntion by Sweden snd Swissarlsnd is raised,

Approved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7
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{e) FPertinent Politicsl snd reonomic_Events
27 June 1951 Outbreak of hostilities in Rores.
1 My 1*1“5{& he Turopsan Paymenis inien (EPU) begins b0 function
” Jb ' 8
a1l 1950 A war~induced economic bOOR grips the world marke

vovember 1950: Chineme Foross jodn in the Xorean War in support
 of ¥orith Xores.

(b} Sscurity Trede Controls
| k : ' which
» G20 Jarmary 1950t wgeting of the Compultative group in Paris :

decides to establish s psraanent Coordimating Commsittoe {CoCom) e
. ' ' X with the following wﬁgipuﬁng
Counteden Oy Canedn : M?ﬂﬁugﬂmnhr,

-
Par of Tast-dest trade TOSpons
41 1050: Tffective date for the tram ‘ P
2 "’iﬁém with regard to C3/CoCom from FCA to the Siste Department.

TETO ! itive List items
o5 ' 1 tgtanding licensas of U2 Toa |
i mmgs for Gm;ghimi Morth Xorea, fong Xong gnd FRCBO.

r July 1950: CoCom mmtﬁﬂﬂﬂ wages fll C€ SOMLINGE, -
W mw% spplicable to China and Rorih Xores.
7Loc,

amEer everal 5 T& List, on transik
13X ey ‘mmeﬂmtingsm%sﬁiﬁu > Fane
i tr:?; z:;tl:f;m, Detober, December) and on possible cocperd i
of Sweden and swit.orland,

& miet af 19

Tho 3 ety g’éﬁ ' that ma}eﬁ; :16 ﬁmlﬁﬁa:? g;zmt-
- x rr-gount : ? z of
gnﬂa;m;n;gbg; ?:f ea;itriw.’ ¥g recommendation fer a cessation
ald sae wade at this or & later dale.
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17 October-2) Novesber 15501 Tripartite Feetings 40 London {US,UK and
%rarce). Major changes 4n the eontrol lists: 1) mmber of Lters

mmtarmm}.y 42 faitmntwrarmtmﬁ
information; 3} eontrol of ilems nooded for Western dolfenee
referred to HATO.

29 Novesbor: Tinal Tripariite Agressent presented to Participating
Countries at a CO Feeting for sutadission to their governmenta. The
work of CoCom is reviewed at the same meeting.

17 Decesber 1950: US Foreign Assels Control Resulations respecting
fning {axcent Formosa) snd Eorth Kovea, sxmued by the Tregsury, tleck
the assets in the US of Chimm, Eorth Xores and their Nationals. The
transaotions involving such assets require Tressury licenses. hollmy
kecounte of the USSR and the satellites are not vlocked a2t this dets.

» Degember 19501 The US embargo against Comgmunist Chira, vamehuria and Horth
teores with regard to exports and shipping is completod {pertinent
orders of June 28, July 20, December 3, and £, 1950 and seversl
teanspertetion orders in lale 1950 and early 1951)) A1l imports are
prohitited with the sxneption of & few strategic itene; Chimmee dollisy
assets are Trozen by the Forsign Asssts Control Regwisticns {ses above).

- 5o
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The war in ¥ored conbioves,
World markets ave booming.

%mrylmt Supreme Headquarters of the Allied Forces
{SHAPR) are cpened near Pards, Supreve Commander:
tengral Elsenhowar,

11 ppwil) 19€1: hesall of Jeneral Douglas Macirthwmr from his
command in Feores., Senste Iaguiry,

18 spril 1951r Simdng of %he Furopean Coal and Steel Compmunity
Treaty (Schmoan Plan Organisation).

{b) Security Trade Controls

* 16 m::y 1351 M. & moating of the Comsultative Growp, the PC's signify
trinartite (1S, UK snd Prence) with

smmmmmma thn -7 mmemm“mgimmm
of the Tripartite lLists,.

16 Jemuary 195): ¥ain discussion topios: traneit trade, segrecy, trads
sgreomnis, cconcxic impaci of security controls.

22 Jarwary 1751 US Senersl Order 59 pronibits chartering of US documented
vepnaln for carrisge of emrgoan Lo or from any Scviat bloc country,

13 Pebrusry 19%51: Yesting in ™rumsnls of the Vorkine Party on contimentel
rail and road transpord.

2 ¥varch 1951: veeting of the subecormitioe on trangit trade aontrol which
recormends, among olhers, the adepilon of a aysism of Ispord Certifi.
catea-Delivary vmrinatim (wfm).

Spring 1951: Yew versions of the Internatiomal Contrel IList wers lseved by
folom, focluding the iters on the Tripartites Lint.

t great sumber of technieanl questions were discussed in Colom
over severzl months,

2 varch 1951: The US institutes s licensd ng syston

for zll shipments to
the USSR and thae Fastern Turape 8

21 darch 1951 in interwageney mesting in Washington on Cermen export
eontrolx marke the bderinndng of & thorough everhauling snd rebullding,
under the supervision of HTCOG and the US Depariment of Oomerce, of
the utterly Inadequate Jerman axport contral sysienm,

Approved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7
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The task resuired many menths during which Gersany was visited
for lemgthy periods by a US Techniosl “ission and a Congressiomal
Committes, Controls beyan to imnrove by the fall of 1951, tut it
took until woring 1952 hefore they worked smoothly and sstisfactorily.

7 april 1951: Resclutien of the Latin frerican Yoveign Ministers o the

affect that the imerican %@ fes apgree o cooperate with one
anothey in the adopiion »f effme ve maasuras of scononic dafenme and
ascwity oontrals,

* 12 April 1951: The US states its *Polieiem and Procrans in the “senomic
7iald whieh may affect the War Potential of the Toviet bloe® (BSC

10l/2).

Progress reports on the implomentation of K°C 10L/2 sre issued
quarterly. 'The first one on 15 ¥a 1951,

¥5C 10h/2 i the basic policy statement of the ™ in the field
of econnmic deflense. .

# 18 ¥gy 1951: The Genoral Asgembly of the United Ratlions pus::ect;’ malm G-
tion on B qualified Subargo acairgt r 5 mationg In the &
azree to epply enbargoes on the shipment to Communist Chins of
virms, smmnition, implements of war, atomlic ensrgy materials,
petroleum, tremportaiion materizls and itews useful in the produlis
tion of avme, smmunition and implements of war®., The definitimm of
individual itoms ond the methods of conirola are left fo the
interpretation of the various countriee; the scope and effectiveness
of eontrols, thersfore, varied conglderably.

yoter The UN Resolution doss not introduce a corplote evbargo smainet
Compunist Cldma, but one limited only to "artlales of war™,.

The draft resolntion for the Trbarge propoexl iz of US orfiging
it -wes introcduced to the "additionsl Meswuros Cernitice”, on T ¥ay.
Frolenged informal negotiations proceded this ects

vay 1951s Colom agrees o the introduction of the Ic/oy system, It
beging te work effectively only during the fall of 1952,

-~
b ! -
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{s) Pertinemt Poliiical and Tconomic Fvents

The war in Keorea continuves.
The World Ssoncmic Room, caused by the war, continues, bul
flattens out toward the end of the year.

July 1951t Areistics Hegotlailions in Korea begin.

8 September 1951: Siening of the Treaty of Pemce with Japan
{ratifiention on 28 April 1952).

September 1951: Sieming of Tresties of Defenve with kustralia,

25 Oetobar 19511 Neneral Tlections in Oreat Pritain, The labor
rarty is defeated after six years in power;y the Conservatives
win with 8 marrow margin, ¥inston Churchill heads the government.

(b} Security Trede Controls

% 2 Jume 19511 The Xem Amendment, {section 1302 (a) of the Third
Supplemental Appropristions "ill of 1551), This asendsent - which
repeals the Camnon Amenchmnut of Septomber 1950 - provides that no
econonde or finsncisl ssnistance other than military, may bs given
mwmmwmmsmuwwammﬁ.ﬁm;
or material vhich may be used in the mamufactuwre thareof; or any
emﬁwmmcﬁmmmmm;mmmmmu
prohibited by the US, The eountries are required to certdfy
m&ly{ﬂmﬂutﬁuﬁfhn@uﬁwmwmrmmﬂ that
they have corplisd with this rule,

The National Security Council mxy zrent exceptiont "in the
seourity interest of the US%, Such excepiions are to be reported
to six ccomitlons of Congress.

% june 19511 President Truman sigwms the Appropriation Bill into lsw,
ut issues & vigorous protest sgainst the Xee “rider” as unjust,
unrealistis, umrisldly and uworkable. He urges Congress 1o
replace the rider YLy betber provisioms,

t June 1951: The Secratary of Defonse issves the lint of items,
based on US embargo lists, which ~ under the Hem jmendment « my
not be shipped by any country receiving US seonomic aid.

June 1951¢ The"China ?;buaa * is promlgated by the UE and
sdopted by ita Colonies ng Hong Xong. It dncliudes all
jtoms on Tntermational iiste I and IT, & muber of' mtermationmsl
Iist YIT itewms and 36 additlonsl items, 2Aside from the complete
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erbargo proposed Yy the U.S., thie represents the most stiringent
forw of export controls sgainst Chine inetituted by any countyy
as of tHhis date,

June 19%1: Homg Komg introduces the "Dssemtial Supply Certificates™,
an ispart se grented tnly for lezitimate consuapiion in
Hong Tong arnd for controlisd re-axport to mnon~conmunist countrias,

Purmer 1951r 2 bilateral informel “Understanding® betwesn the V.S,
and Switzmeriand essurss farreachiing cooperation of the Swise in
international recurity controls.

18 Jume 1951: This is the date when the first certificetions of
ceompliance with the Xex Anendmont by aldercosiving countrier are
due. Yol many counirias were in 8 position to meet the deadline

ndfar the mimm. Thmfm on June 13,1?51,. taw xational

cms.ﬂmt&m or until specifis counlry mmﬁm cen be made by
the ESC wpon recommendations of its Snecial Inter-igency Tasi-iest
Trade Committse., This amounts %o a virteal suspension of the
agnotions of the Xem Amwndeent.

June«Dctober 195):  The N°C reviews 66 countries in all., Twenty-five
sountries {mainly South American, Féditerrensun and some Ter and
¥iddle Eastern) provids the nocessary certiftcationn on the target

 date and supply renswals at 0-day intervals,

The others -~ temporarily covered by the "interin axcepiion® -
are subjectad %o thorough analyses by #3C's specisl Commdtiee on
East-iast Trade. General sconomic conditions, trede patierns and
spacial circumstances are taken into sceount in wriling the
*specisl determinstions for exception” which gradusily, cowntry Ly
country replece the gemesral interim exception,
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(a) Pertinent Political end Fconcmic Events

Pertinent Folitical enc “EORL L ===

vall 19511 Signs of a beginning economio recession 4in world markets
follow the war-induced boom. The mild recession continues through
the =iddls of 1952 when 8 general improvement becomes evident.

rall 19%1: Imnortant meelings on HATO cquesiions take place in
Cttawa antd Home.

(b) Security Trade Controls

% 26 Cotober 19511 Tie "Hatual Defense Assistence Control ct of 1951%
{Publie Law 213-B2d TonEress) generally od Ted The YHalktle AcL" 18
enacted. -'

Rifective the gsams date, the Aet repesls the Kem Azendment and
section 117(a) of the Forelgn Asaistance Act of 19L8 {See Chapter I).

7hig 4ot establishes as the policy of the US the termination of
£11 militaery, econcaic o fimancial assistance Lo eny nation which
*knowingly permits® the shipment of cortain stated categoriss of strategic
commodities to a nation or nations which threaten the seseuriiy of the
United States.

In acoordance with ibs provisions of the Act, two embargo 1iste of
strategic items have to be set up within thirty days after 1is snactment
the sidereceiving nations are to be provided with eopies. Sixty days
thereafter - on Jamary 2l, 1952 - the smbarge lists become elfactive and
the provigions of Section 103(b) of the act, calling for termination of
ald in case of strategic shipments, come imto force.

1 Novenber 195l: The Adwinistretor for Motual Security establishes the
Trade Security Advisory & Lee®{MTSAC), an inter-agency groub,
he provisions of the Battle Adot.

wixloct B

doslomed to assist fim in carrying

Standing mewbers are the Departments of State, Treasury,; lefense,
Comemerce, the Uffice o pefense Mobilisation, the watual Security Adminis-
tration and the Cemtral Intelligence Agency. This group was later {on
21, March 1952) re-named nENACY .

2% Wovesber 195L: The Administrator under the nattle Aet establishes the

two o lists regquired under the provisions of Title I» 'The lists
re il % eifective pixty daye later, after which time sanotions will
apply (see above).

vhese lists, usuelly designated as “¥50 Lists® or "Hatile act
fista® are:

1. Tie Title 1, Category i List or " o List%. It
comprises arms ammmitlion, 1@1@% nts of var, atomio
Approveg?or Release 2003/04/24 : CIA-RDP79T01049A000800140001-7
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energy material. Items on this list are ealargoed 1o

the Soviet Floc « Shipments by any of the aldwreceiving
countrias would cause imsedizte termination of aid - this
is mandatory and there are no exceptions. The List im
unclsssified and has been published.

2e

( izt [, 1952}
of Petrolews, Strateglc Tramsportation Haterials and Tlems
of ¢rimary Strategic Siznificance.

Shipment of sy of thess items to the Sovbloe by ald~
receiving conmtries would sntail e termination of sid, unless
& presidential exception is granted,

Catagory 2 covers 26k listings, each encompassing
numercus individoal items.

28 November 15513 The idministrator under the Batile ict determines the
third export contrel list, nemely:

3, The Title II List (smended on Decexber 31, 1952}, This
rist contains items of lesser strategio importence about
which ths Administestor may negotiate a controlling progran
with the ald-receiving countries. At present, 1t contains
enly 16 items. Seven of which are on IL/Il, sewven on IL/LIf
and two on nsither.

30 Hovesber 1951l: & US Teechnical Hiselon, sent to fGermany as consultants
on security export controls, submits its fimal report after a two months
atudy. Oreat progress iz noted in the establistment of & workable
Oerman control mechanism, which was initisted in the spring of 1951,
under US suspices.

Hovember 1951y The UX iaposes {limited) physical contrcls over transshipments.
tiovember/December 19511 CoCom discussee shipping problenms.

“eoanber 1951/ Jamuary 1952t The aid receiving countries are being furnished
with the Battle set List and with explanations of the mesning and the
implications of the Aet. 'he recepiion in the Zurcpesn prese is rather
unfavorable, culminating in sn article in the London "Eoonemist™,
entitied "he Tattle Ax",

January 1952: An in strategic shipments to the Sovilec is moted in
an eifoert by receiving countries to limidete ss many trade comdi=ents
xs possible before the “deadline® of 2h January, when the Pattle Act
sanciione becons mandatory.

& 24 Jenuary 1952: The effective date of the Battle Aot provisions for aid-
receliving countriesn,

Approved For Release 2003/04/24.: €JA-RDP79T01049A000800140001-7
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After this date the proviasions of Section 103(b} of the Aet
come into force, which msens that shipments to the Sovbdloc of
jtems on the SDAC (Battle) Lists would result in the teralnstlon
of US aid, unless ths Fresident explicitly directs that aid should
continue because its cessation wonld be detrimsntal to the securilty
interest of the U3,

-12 -
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to the Forsstion of Ch

(a) rertinemt rolitical sad conowds Events |
Sebraary 1952 The NAT) Counell xeete im Lisbon and esteblisies HATE
gosls for the Europesn Aray.

april § = 12, 19525 4n " Eemmords Confavence” held in

" temgon |  hy the prosident of the Pussisn Chambor

- ; M?eanmamm@mmmtw
hprl By eation by the US Semate.

: * Gostractual Agreemmnt’ is signed in Boms: betwesn

Hay g B2 A roumre and Gervanye This ends the T -status,
ruves (e independence and oentrols the oceupaticna
sl Fease Tresty to which the USSR is

way 27, 19521 The Curapesn Defonsc Comwandty Treaty (EIC) is sigead

; furupssn Joal & Stesl Commnity (Sebuman Flan
mﬁ%ﬁzﬁlww& iz soubor nations (1t was
sigeed in April .

Sumer and Fall 1992; 2servicsn deetics Sampedzn.

suguat 8, 1952 Syngsan mumwwmzaﬁwmmm _
nﬁﬁummnaamm.ﬂ

‘etober 1962 Putlication of stalin‘s artisle on politicomsoancede
questicns in the Balshewik®,
i ak i a t
atober 1552: The 19th Cangre es of Lhe Commmist rarty of the Gevis
Smmxmcﬁm. The Sovist Idreeterats im re

; 2 k % i m
ovesber b, 1952; Elections in the U5, The Hepublicen Fardr »
k with Cisenhower as president-slect.

(v) catalopue of Main Probiehs

syooy Crvolllems The faot that lhe wery existeine
rresl Sontiey somities (CcCom) 1w gm sesret
often imterferes witl: the applieaticn of contyols 'y isiividoal
sountries and prevents effecilve propagande fer. tie mmlt:rtaf
withhiolding strategic souds from the Sovbloec, Damy ymm; ing
Sountries, howwor, lneisted on weeping Cotan secret out of fesr
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r neatrel stiitude toverds both Zast and
mmmﬁ froz the Sovtloe ani of airricultles from
aﬁr owm. 1aftish political parting,

Thems conosT® the ;Cls obligations
rogarding BEAEEtE — Fots private or trade agresments — which
ware cmm autm tha Mﬁa 3ot tecwms ellcotive.

Ite wmt&ma stretogic comsodities under puch previcus

\ s8y & the sapetions of the Battle Ast
w}u ‘ . e 2 s -‘v«:‘l""‘ u M
- For
e

D I} are biading on the Cotom sountriesy the Sattle Act Lite
hamgnamm, are not binding, in the smemuing of

i} Trade Agresmonts: The mmmkgmeamm
Lobh é RNy Thee M) axd nev uhish, for
osenomic o political reasons, smy imclude on the MUAS Lists,
t regai o tnfomm Colon ﬁf such possibls new
me‘i’: !::&am with the wg Sovbloe trade
ing partusr are still under way. The mhmtw

WWMWWW '
Lound vodael

B '
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(o) %EW'Q@ ot m to revche valid ?zm,
Wz&u M&mmﬂ disoovory of m

Apcording %o underlying idea of the 1C/OV system the
XD %ﬁ: : fwﬂnn’lﬁﬁ%d
ity stre oxporte, In practics, howswsy, the cowstries
%d_ %AWMqtgwm&wnwy
for wﬁma,a%ﬁmmnm;
wad £igld wes wide open for sbuses, A nusber of sach capes
sconrred in Ttaly,

(8) Internatimal Trade caneidars as “Costos TTSSESh
m m w : ; M Serevang o o DR

to treat ores or "eo
countries of origin.

CaCom deliberated 12 (a) such work should be dene ab all for
WW“‘%“”Q&&W,W

s of
have been substantislly reduced in sewviral sbepwy
%ﬁwﬁﬁﬁ*amﬂcdﬁﬁlm&am}m% zdllion
period of 1952, whils tota) LoCom shipoents of List I items
WWMWM!M&WW'&W&‘%
clese to i »dllion,

jegotiations with the neut-al swuntrles eontinuved, on 8
recurrent bashs, ttuugh 1952 and 1953,

Approved For Release 2003/{?/24 : CIA-RDP79T01049A000800140001-7
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niar W
nlorgerent, wmg Lo vy
ser Allled suporrisiom
Tts rathey daficisat snd mwh neglected

sponsarshi
the reet of 1951 and the First half of 1952, ty this time
the gontrols had been perfected to o remarkshle degree and
full respommibiiity for thelr functioning wes turmed over to
Gormany, wiieh had sequired near«sovercignty after the sige-
ing of the Contrsotural Agrecments in My,

(b) m the Occupation Japan's export con-
trals were 3¢ Ly SCAP and paponded in severity
to U8 cemtrols, with some minor sxceptions. The export
controle could be meintained even afier Japen had regained
her sovereigmty with the signing of the Pesss Treaty in
Saptesber 1951, becsuse heavy US expenditures in Jepan in
corewction with the war in Xores, were offeetliing Japan's
sericug trate defeii, TIn the spiing of 1953 Japan's comtrols
wre 63111 stricter than that of other merbers of CoCom.
Jepan joined that group in September 1752,

{e) & +  Augbria's export controls have been
strigtly su ed since the end of the war by the Allied
Ocewpation Authorities who work in close cocpersiion with
the fustrian govermmeat, Austria is not a rowber of Colfom
but under a bilateral asgreement with the US, concluded in
late 1748, the govervment 1z cbligeted Lo "instilute

FriT]

, to those in fures in the USA®*, A mmber
of informal comitioos ~ the Tost-Weat Trade Commitles, the
Yignns Screening Committee - have handled the sereening of
both import and expard licenses, and rade countless informal
end-uge checks, The prosent successor to thome commlilecs
is the Trade sdvisory Panel (TAP), Avsiriss combtrols axe
mther haphasardly organised and in need of tightening and
ptrengthening, Yel, under TAPYz supervision and prodding
they work swprisingly well, within Iimits,

-~ ——. 'The teal problem in Austria!s conirols, howover, ie the
of the Soviets, who have the right, under the
Geeuptiion Statuts, to export as "rilltary shiprents®
vhstever commoditins they wish without reecurse to licenwes
and without paying taxes or dutise,

- },‘6 -
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{11) Par Eastern Controls: The important dates for these
controls hie 15 enbargo to the UN resolution in r¥sy 1951,
%o the UX (hina Prohibited List, to further tighteaing of
thoss comirels in Colom will he found in the chronologieal list,

Por a more datalled analysis of the prodlem refer tor

1&%&@:& fxport Comtrols on Trade with China, DHI/De12,
28 Zapmary 1953 3 2) Special Reonomis Defanse Contrel Problems

with , to the Par Zast, PEDO D=7, Mmy 22, 1953, and 3) EIC-R1=S2
ey 28, 1953, Chapter T, "Current Status of Contrdls agsinet
Cempmnist Chine®,

(12) Teochnics) Assistance, Py mid-1952, pursuant to Sgction W02,

8, b, and o of tas Batils Aet, an inter-agency comitiee began to
survey the export control systems of all countries to ascertain

whether they needed technicel advice and assistance. A progrenm for
mmdaw@m,wsrmmmm,

., Visits of foreign groups to the US were to be Pellowed

wae
by returm visits of U° experts to the respective counivies.
he first team of visitors; though under ancther program, was a

Geymsn Grotp vhich came in July 1952, The firet grewp to visll under

the Technicsl idvice and Assistance Program were Dritishers who

'the progras lay dormant until ¥ay 1353 whes an Tilalian Study Growp
was brought over, The progran is now being revived with the forih-
oaming visit of s S temm to Parim next Septenber, It mey de

sxpested thet the exchaape projeet whieh is to cover at lsast all
CeCom countries, will carry over woll into 195k, possibly lenger.

{e) Sesurity Trade Controls

Ootober 19%51<fugust 1952: Colom begins negotiations for speeifie Quotas

Lame on TL/IT for the year 1952. The deliberations continue
35ée TRES is the first serles of discussions on List TI quotas
wvhigh, thereafter, became a reyular snmal festure, starting each yesr
in the late fall.

Janvary L, 1952: The PC's agree to esberge all IL/I snd IL/II items to
Chine, a much more restrictive policy than that of TX's Ching Prohiblited
148t of June 1951,

Jameary 23, 19521 raeso introduces control legislation.

T

Jamuary 19521 Colom lewbers agree to subnmlt lieis of Prier Cowmnjtments
4itens appearing on the Title I, Category 5 List { ot
148%) of the Batile ict.

Pebruary 2L, 1952: The US Dept, of Comserce announces tho implementation
by the DS Sovermreni of the IC/IV system (See also "Octobert)

siayed here for about ten at the turn of ¥ovember/Decamber 1952,

25X1
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W 2% Mareh 1952: EDAC (Soonomie Defwnse Advisory Conmiltes) replaces the
WISAC (eee Noverber 19%1). Two stanfing inter-agency comittess and
mzmmwwmcmmmmxmm
{0ffigs of the Mrecter for Putual Secuviltyl.

& $.12 April 1992: The Tnternstiomsl Feonomic Confer:
thim&!patmm e i Fopwevee, NMoids out great
to Western visitors for insvecsed and Inerative Pogtelent
tyade, ;mmwwumamaﬂzm.

The immediste somercisl effects of this conference prow to be l
winor, upen closer soalysis, The propagands value is very great
srd vepercussion far-veaching.

23 ipril 195%: The Prasident issues his flret exces letier uade

Batils Aet, stating that termimetion o sid te the Netierisnds .}
% Tdetrimental to the security imterest of the Tnited 2tates®. The
mmwmmmmnwmm,
undey & prior comm)tment,

27 June 3952: The Preaident lssues the %}ﬁ\@{_ﬂr sxcaption under
the Battls Aot, concerning the shirmmmi a grinding machine from
Taly o hamaia,

30 June 1992¢ Hslgium proposes transshipment gontyola in CoCom,

PRI mﬁ in

25 July 1952: The President issues the Bitrd 1otder of exeeption undar
the Dattls Ast for the above case.

25 Ady 1952: The letherlands, in Collom, proposes the introdustion of
rpenssction” contrels in additien to trensshipmsnt gontrols.

July/augest 1952 USeJepancss negotintioms on Controle againgt Chirs.

Auguat 1952 Five Power Confwremes: 08, UK, cenada, Trance, Japhii,
Ievitation to Japan to jJein CeCom,

Septesber 2, 155 Pross relsase of the US Dept, of Comserce on the

10/t gysten (Teport Certificate-Delivery verification}.
B Septazber 19921 US Dept of Commerce "Current Txport Mullwiin No. &78
o the 1073 etom with U2 rules of appliestion. See alse Current

Sxpert, BYTeEln Wo, 659 of 21 Pebrwary 1952,
= 18 Septesber 1952: Japen jﬁm tolom.

Septesber 1952: First suries of discussions on /1Y quotas (begun in
Ooteber 1951) zre coneluded,
U Wad ¥ 3 & qusts 1imitation of I rmillion, ZcCom aperoved
quotes valudpstyéaTadRelnrse 200903 ENtROF 7510 BRI 6PRfb01-7
SEQRET
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wembery ageinst the U8 deands fo stitnzent eontrols besowes ovVer
wore sposrent, an Lize goes e

Cotober 19525 Colom begins Hscuseions for spesific ; for Ttams on
for the year 1553. Tnoreasing pressurs for a jon of
eont: gret for queta ineveswes over the 1952 level is gererally
noticenble, '

Negotintions are not coneltded before sugust 1993

COPRACT in Pronce, Wich lssoee a vOXYy well made Morthly ™ulletin,
: %%Wwﬂﬂmﬁ@tﬁlﬁvgmmﬂmnﬁmt
trede, Comemnist affiliations not clear,

e OSFAUSSOHUSS 4in Germny, & goverrmen? sporsored comrittes of
jarge businesy Sirpe and maoafesturers. workg in the imterent of Zaate
West treds, Tefinitdly not comwundstls.

Two Commititees in Pelgium, eospored of big dusliness tires.
trade, forzed by the Corpmaniet

»

“he Austrian Daresu mmm

Far

The ASSOSCANRY in Thly, Cormunist infMvencod,

Fall 1952: Seversl cases of gustom process {soo Prodlem # above)
T5 was deciimt that the rules governing the

imvolved: the processimg of fervo-tungsien argd tongetde scdd from
welfrenite by Ttaly and the Sotherlandy for Cmechoslovakia; of
alopdram allove frem olwsdrom serap by Cerreny cor Polandy of lead
for Dlgaria end of cebslt even for Muland,

Swmey, PAll and Winter 1952: An inter-agoney "lorking Croup on Techaiesl
sdvice snd Aswistance® (TAAWG) is estabillshed ir the vwwer of 1952 wr-
sused to Title ITY, feetion 302, 8, by © of the Mattls sst {See zhove
wnder b).). The Nroup mests weeldy, studl the saport contrel system

. *
“n Application and Fnforecewend,

11 Oetober 1952: Tirst mewiing of the S Jeint (omelties
lovely (JEECL). Yor detelils see OC Documente .
Poce 956 of ¥ov 3,1552,
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» Wovewber 1552 Esitahlishment of ChimCom, CoConts *litile brother®,
deal ing axelusively with controls direcied szsingt Chins and wikth
Par fastern control provlens.

' 5, Sacember 1852: The fivet atudy ;rovp of control experts, '
v % fmg at teitedn, visits the U5 ynder the TAAWD program
{mt )  undar the auwspicen o the Tent, of

worce and the FMetusl Security Agency. "Xpenses sre paid out of |
Battle ict Funde. '

Iste Dsosmber 1952: The Tatile pet Iists are revised,

Decesber 1952: The Presidentts *Letter of Zxreption® to Congress
» m&lﬁ that eid to the UX, Francs and Tialy should santinuc
{n the soeurity intorest of the US, in spile of ghinmsnt made to
the Wioe in trhe totel amount #f about 32,5 million under “prior
o] tmentat

CHE LUl
E

PgEsg 3
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The Second Yoar of the Battle dct up to the Truce in loresa

January = Auzust 1969

(a) Pertinent Politicel and Cconomic dvents

The War in Korea coubinaes.
Janusry 20, 19531 President Slsenhower taes Offioce.

Febr 10, 1553¢ The Zuropsan Coal and Htee) Comminity {eary
ATy pe
begins to function by opeming = cormon coal market.

Fobruary 22, 1953: ulections in dustria with no increase in
the commmnist vote (about 574 of the totalj.

Morch 6, 19533 ‘wuth of Stalin, Helenkov sucoceds him inm
ths USSR,

4pril 13, 1963: An Bust-Wost Trade “anforunce opens in Uenewva,
Switzerland, arranged by the Economic ‘cemigsion for
Burope, & Unlted dntlons subsidiary.

late April, 1953t The Huroposn Coml and Steel Jomammity opens
the cormon steol mmrtet.

June 7, 1958: fHlections in Italy. The Coelition Governwent survives

with a dangerously narrow margin.
Late July 1953: 4 Truce is soncluded in Kores.

(b) kain Problems

The same problewms winich dominatsd tho discussions in the fleld
of sirstezio trade gonmtrols in 1952 contluucd to be vital

issues in 1953, There were in addition three ofther problems,
none of them ocompletely new, which received specisl attention

during the mo:ths under review.

(1} The problem of slternate markets. iindsr the
pressure of the Ruropean mombers of COCOH, the
eoonowio implications of strategic trade oontrols
commanded increasing consideration. The ferr of
an impending protectionist psliey in the U3,
combined with m softening of the world economic
situation, lead to continued demands for the
opaning of new meriets and for a

- 21 -
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(2) Relmzation of Controls. This attitude wes
" cu. actic e in discussions ou trude
agresawnts wher the momber countries showed
inoreasing inelinstion to approve strategie
comitmente on the basiz of economio nardships,
the threat of unemploymeant, the neod for prosarving
and expanding all available outlets.

Some pressurs in this dircetion was noticeable
sven in the 5. It is quite possible that the
sscond half of 1953 pmy witness a change in the
U5 policy approach to security trade controls.

(3) The Far 3ast has received increased and specislized
. attentlon curing the period. This chronological
psper has listed only the most important avyents
in the Far Sast and referred in appropriats
places to the conprehensive doouuenis available
in this field.

() Stratezic Trade GControls

Janusry and throughout the poriods OuCuil digoussions on oountry
quotas for ftems on 1L/71 centinue with growiag prosaure
for inoressed guolas fram the Surcpesn nanbars.

Deceuber §2/January 533 Two aixed consignments of obtwiously
strateglc poods, on transit {rom Switzerland through Austria
and destined for Rumania, ars stopped in Salzbur§ by the
U8 oeccupation forces sand held for many months while
{nvestigations s to type and origiu continuee.

26 January 1953: An artiele in the magasine "Life", entitled
wgtalin’a Sixth Colwsn” points en accusing Pinger on Hast-
West dealers, on transit trads through Switzerland and
Austrie, on trade with Sast Germany. Tte exaggerated
statements meet with indiznant retorts from the Surop:an
presée

HICOHG, Bonn, answers its claims in a well-reoascned lengthy
Despatoh of Junuary %1, 1953, for U8 official inforantione

11 February 1953: Informal bilateral nezotiations sre started
natween the IS and Switzerland with a view of obtaining
closer coordinated cooperation on seourity export controls
by the Swiss. Negotlations end in the summer with
gratifying though not complotely satislactory resultse.

-~ 33 -~
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27 Pebruery 1963: Amouncement of the Formoga Ulause by MIA,
This provision prehibite MSA chartered ships from proceeding
to any Soviet Par Last port after discharzing csrjoss in
Formmostie

February, Mareh 1953: large orders for aluninws placed with
the Austrisn Aluminum dorks a% RaNSHUPEN disclose the fact
thet Italian Import Certificetes (1C's) are oceasionally
fssusd to doubtful or noneoxistent firms and con easlly be

tm’geﬁ.-

Fergeries of I‘Eglian cortificates alsc show up in connection
with shipments of gopper from Chile.

The aluzinum shipments are provented and pressure is exerted
en the Italian governmsnt Yo improve its systeme This londs
finally to the institution of new controls hy Italy in
oarly Hay 1983,

Sprinz 1965: The two consignments in Salazburg ere still held
under US occoupstion authority, Investizations disclose
that one shipwent is mainly of Geruan marmfecture, collected
and trensshipped by "Gensral fransport” in sagsel., The other
one seems Lo be exclusively of Ttelian origln, and was also
tressshipped through fwitserland. doth contain sailnly

besringe.

A third shipment, containing copper, is boing held in Villach,
by British authorities.

The proble: of who hes the leral responsibility and the

right to impound the shipments is boing discussed between
Vienna, Dern, Bonn, Rows and Sashington. Tho quostion of
dewarrage charges is raised. Switzerlend and Jermany disclaim
any legal authority to econfiscnte the shipuwordis.

« Hareh 10, 1953: The four most important Swiss Freo Port Conpenies
ascide, on s goufidential besis, to withdrew froe port
privileges from all traders who misuse them.

Varch 5, 10681 Greace prohibits its flag veszels frox cslling
at Communist Chinese Port and ff;‘arth Korsa.

Herch 8 and 10, 1963: COCOH authorizes the rolsease of ths CEING
Lists to the Swiss and Swedish govermments for purposes of
discussion and gooperation.

+ darch %1, 1953: The K voyage license systes for vessels in
the China trade bocomes offective.

Approved For Release 20030434 CIA-RDP79T01049A000800140001-7
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s April 13, 1063: The ECB Conferenss on Sast West truds sterts in
Gensvs, Switzerland, For the first Sims, in say of these
saaferendes, the Sovbloe refrains from propagsnds, Meoussions
are Xapt oo o business-like basis, lists of possidls sxporis
MMWWM«M&&WmeﬁW

. tives, but no definite sommitmsnts are made, Those
sre left to later discussions in the ocourse of regular
»ilatorsl trade sgresment negotiations.

Nestsrn countries volos their dissebisfactions with Esstern
dslivery schedulss, the searsity of desirsdbls somnodities
sed the slusainess of contract proscedures applled by the
BEastern purchasing crganizations.

April 15, 1963: The US tightens 1ts bunker sontrola {peexious

Agril 29, 19533 The UK issuss bunker eomirol regulations to ite
911 compamies.

My 5, 1963: COCOM approaches Austris snd Yugeslavia to make
thews two countriss joiu in the applisation of the 1AW
SyFLen.

sy 6, 1963: Jspan resumes trads with Comsmunist China by sending
$he first throe ships sinee the end of the War %o a Chiness
PO,

s May 8, 1983¢ Frunos, after 23 years of resistance, finally
agrees in a qualified way, %o 1106 the ﬂ.ﬂﬂ with regard
o the existence and astivitles .

+ May 12, 19831 The Setherlands prohibite its flag vessels from
sarrying strategic oargoss to China.

May 14, 1968: The Fimnish tanker WITHA is stopped in Bingupore
and prevented from sarrying jot-fus) to Chima.

Nay 18, 1968: The Chinese Hationalists enfurze ths Formosa
Clsuse,

L4

* Nxy, 195%¢ Italy institutos e muber of tight sssurity export
gontrols, snd strengthens her hitherto insdsquate system of
1esuing import sertificates (IC? s)e

The recent disslosures in the Austrian slusimm case snd in

ssms cases of copper shipmsnts plus US persuasion sontributed
to this slfort.
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¥ay 19-29, 1988 An Ital:
smtrol visits th e lechuical Assistance
provisions of the Battls Aot (sectlon 302). The visit is
Speussred by MSA and Commres, upon recomsendation lsst
mammwm:arwmmm
Assistange end its suocessor, the Working Group on Applice-
tion and Enforcemsnt.

* Juns 23.28, 19531 Far Esst Boonomie Defenss Ufficers Iseting
im Nenils, Philippines.

¥archeJuly 1958: Meetings of the EDAC Working Group on Applive~
tion and Rnforosment disouss sxenption cases, ths prodlem
of sltornate markets and a of proosdure for presidential
sxoption letters under the Pai »

¢ Barly July 1953: Segotiations coneorning the two shipmmats

retaived in Salsburg sizce Janusry have yielded partial
resultss Italy has sgreed to accept the return of the
Italisn shipeent sud to impound it. At this very moment,
s UB authorities in Vienna find out that both shigments
hed been re by the Austriau railroeds and ghipped to
Russais , the 4th of July weskend. The relcase was

, “based on the imatructions of & eivilian smployes
of the UEFA forces. An investigation is under wny. (See:

Jan 53 and Spring §3.)

34 July 19555 The sscond Danish Tacker, built under n trade
ngresmant with the USSR of 1948, is ready for delivery,
(The firet oue was doliversd a yuar earlier,)

19 July 19831 NsCarthy's report on "Control of Trade with the
Ssvist Bloo".

July 1953: Switzerland institutes rescus at controls for
blos beund goods with "broken transit® in Switzerland,

duly 1985: COCOM's system of Transit Authorization Cortificates
{ZAC's) 1s nesring adoption.

* January-July, 1965: Sumerous COCOM discussions ou various
propesed {rade spreements batween West-European and Esstern
sountrion, o&dﬁu provisions for deliveries of strategie
ftoms, The most important smmong these sre two Italism
requests for exexption, sconcerning the delivery of ball

bearings to Poland iu the amount of $450,000 and to
Csechoslovakia far the sun of $1,000,000¢
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Ihe US is dslinitely opposed to the granting of these
sxseptions, espooially in view of the fast that Sweden and
Austria have stood firm against all Eastern requests for
strategic bearings in 1983 negotiations.

In the later COCOH weetings, however, the US got 1ittle
ir support for its position of denial. Yost countries
yislded to Italy's erguments that eounomic conditions,
%hs threst of unemployment, the special situstion of her
industries and the need for merkets justified the
inslusion of these beering deliveries in her trade

agresmnts.

Weon COCOM started its summer wacation early in July, &
few proposals had been made to reduce Italy's reguests by
a certsin percentage mnd to substitute some of ths highly
strategio types by less important omes, but the matter
was #%11 pending.

July 1963s Discussions on Internstional List II itess, so far,
have been disappointing e USe ginning of
1953, the U8 submitted 31 proposals, 19 of thea for

of items on the lists, COCOM rajsoted sbout
Ywo thirds of these propossls ocutright end is giving only
portial ecmsiderstion to the others.

+ late July 19633 Imvitations are sxtended to and socopted by
Gresos and Turkey to join COCOM. They will attend for the
first time oo August 4, when COCOM reconvenss after its
vasabion.

Summayys COCOM goes on vacation with a muer of sccomplishments
%8 its oredit with regard to the perfection of the mechanics
of sontrel, The general mood, however, ia for & relaxation
of restrictions and an expansion of non-strategic trads with
ths Bloc, BEven a change of US poliey toward controls may
be in the offing.
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IT. Current Status of Controls Agairst Cormunist China

1
As  Present Controls J

le Irade Coutrols

Most of the notions oﬁtside the Soviet Bloc now aprly some form of
export controls against Communist China, In Januery 1918 s the US and the
UK dmposed a ban on the export of arms, ammunition, and bnploments'of
war %o China, Following the Commmnist dominration of China in 191;9, both
agrecd in December of that year to control exports of additional
strategic commoditics, subject to the cooperation of other OSEC countries,
In view of the Cammnist aggrcesion in forca, the US, in June 1950, revoked
all ouvtstanding liconses of US Positive List items‘g/ destined for
Cormunis® China, North Horea, Hong Long, and Macnoy in December 1950
when the Chinese Commmists intervencd on a larpe scale in Horea, the
restrictions applicable to Communist China were extended to a complete
ban on exports and shipping, a ban on imvorts cxcept for ccrtain strategic
items when specifically authorized, and a freczing of its dollar assets,
US export and shipping regulations were anplied also o Houg Hong and
Macao in order to provent diversions of US exports to Communist China,
The latter repulations in effect banned for a pericd the export to these
ports of US goods including those en EQEEE“ In the case of Hong wong
only, thesc controls were gradually relaxcd to perait some exports to
that colony for domestic consurption, Canada and Japan followed suit
with embargocs which were almost total, The UK controls were avgnenied
throughout this period to prohibit tie export of a wide range of items
of strategic importence bub UK policyr stopred considerably chort of a

complete ban on exporic. In June 1950 Tlong ifong prohibited the oxport

1/ " The effectivencss of these controls is treated in subsequent sections,
B/  The Positive List is the US official public list icsued by the
Department of Cormerce conprising those items the cxport of which
requires an individual validated export licerse issued by the Office
of International Trade of the Department of Commerce, The Positive
List includes all of the items covered by the US security list
{except Tor a few on the I-C list) and also all items controlled for
reasons ol short supply,

w8

S.E.C

-B-B-T
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of all articles to North Korea, and in July and August of the same year
Hong Kong prohibited the export to China of some 200 items of strategle
importance including petroleum, This export contrql list wos further
augnented in December 1950 and again in March 1951,

-1 Coordinated Controls

Prior to the outbreak of the iorean Var the countries participating
in the internationa’ Consultative Group {CG) and Coordinating Cormittee
{cocom) l/ in Paris had not agrced to a uniform policy to control the
cxport of strategic items to Comaunist China which at that line was
not treated formally by the Comnittee as a part of the Soviet Hloc, In
July 1950 the Coordirating Committee redefined the Soviet Bloc to include
Communist China and NVorth Korea, This action made applicable to
Conmmnigt China the COCOM coutrols then in force apainst the Soviet Bloc,.
Briefly stated, these conirols consisted of: (1) embargo, except fo; prior
commitrients or hardship cascs, of International List I (I1/I) items;
(2) restriction of cxports of IL/IT items to apreed gquantitative quotas
or to a ﬂﬂig pro aue hagis; and (3) exchangze of information and sur-

veillanee on shipments of IL/III items, 2/

1/ The countrics participating in the Coordinating Committee (COCOM) as
of June 1950 were Belgium, Canada, Demmark, france, fernan Federal
Republic, Italy, lawemboures, The letherlands, Norway, the UL and the
US. Portugal was admitted to COCOM in the swmmer of 1951, and Japan
in September 1952. It was agreed in principle *hat the controls
exercised by these countries should aoply to thelr overseas terri-
tories, tut there was a time lag in the full application,

2/ International List criteria informally applied are:

- (a) IL/I =~ Embargos

(1) TItens which are designed or used principally for the
production and/or developiment of arms, ammrnition, and iumplements
of war,

(2) Items which would contribute significantly to the war
potential of the Soviet Ploc where the items incorporate sdvanccd
technology or unicue technological know=how. This aprlics only to
goods sufficiently important to the war potential of *he Soviet loc
that the absence of an emborgo would permit a significant advance in
Soviet Bloc technology over its present level of developuent,

(3) Ttems which would contribute significantly to the war
potentiel of the Soviet Bloc in that the items, if cmbargoed, would
maintain or create a critical deficiency in the war potential of
the Soviet Bloc,

(b) IL/IT -~ Quantitative Cortrol:

Ttems which are highly important Irom the point of viecw of their
contribution to the war potential of the Soviet Bloc and of which the
high strategic character is directly related to the quantitative
extent to which they may be exported to the Soviet Bloc,

(¢) II/IIT =~ Exchange of Information:

Ttems of potential sirategic significance for which information
currently available on the Soviet Bloe needs is insvfiicient to
establish clearly the necessity for control of types indicated,

9
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Associated with the COCOM controls was the "Refercnec! Munitions
List, drawn up in 1950, which, for the most part, was = composite of the
munitions lists of the participating countrics. This list was sot up
for the guidance of the COCOM countrics in administoring their own
controls over munitionss The participating countrics agreed to embappo
all of the items on the reference liste

be UN Additional Moasures Resolution

Pursuant to a resolution of the United Nations Gonoral Asscmbly on
18 May 1951, L5 nations indicated that in accordance with the reccmmendae
tlons of the resolution they wore applying embargoes on the shipment to
Communist China of "arms, ammuniticn, and implements of war, atomic
energy materials, potrcleum, transportation materisls of strategic value
and items uscful in the producsion of arms, ammunition, and imploments
of wars" However, sincc each country has been freo under this resclution
to adopt its own intorpretation as to what constitutes "transpcrtution
materials of strategic voluc!" and #items useful in the production of amms,
ammuniticn, and impliments of war," lists in individual countrics vary
wldelys Furthermore, the eontrol mechanisns and their offeebivencss
likowiec differ considerably from country to countrya%/

The Unilted Nations resolution further rocommonded that cvery state
"orevont by all moons within its Jurisdiction the circumvontion of
controls on shipments applicd by other states," The intorprotation of
this part of the'rcsolution also was loft to the discretion of the
individual states, with the result that the degree of dmplemcntation
varizd perhaps even more widely than in the easz of controls over
exports of indigenous products,

An Importent achiovement of the UN resoluticn was to incroasa the

number of countries accepting the principle of collcetive ceonunie

For examplc, exports by parccl post to Commualst Chinay North Lorca
and Macao, are generally not controlled exeept by tha US; the UK
and Hong Konge
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sanctions -egainst aggression, Some countrics, because they did not

produce or trade in the strategic items listed in the resolution, 1i
their resnonses to a gereral un@ertaking not to supply these items to
Comrmunist China and Morth Horea, Certain countries in South and southcost
Asia ard in the Middle East, however, were unwilling f£irmly to cormit
themselves publicly to support of the resvlution, In this category were
Ceylon, Egypt, India, Pakistnn and Burma. Argentina refused to give
support to the resslution,
In June 1951 the United ingdom and its colonies incliding Hone Zonz

adopted the China Prohibited List which included, although not in iderti-

cal terminology, all items on Internctional Liste T and IT, a mwber of

International List IIT items, and a Supplementary List l/ of 36 itcms

or categories of

goods not covercd or incdecuately covered by the
International Lists. Mong Kong, in addition to banning the export to
Comunist China of all such goods plus certain others on the US Positive
List, and quantitatively controlling their export to Macao, irnposed. an
import control over the same range of items and issucd import licenses
only for legitimnte consumption in Hong Xonz and for controlicd re-cxport

to non-Corrmunist countrices,

¢, Additional COC0H Measures

In Septembor 1951, ot the request of the Ui, COCOM bepan discussion
of a more restrictive policy bascd wpon the Ui China Prohibited List of
June 1951, By I January 1952 the rarticipating countries had agrecd to
ban the cxport of all IL/I and IL/II items, but several countries were
unwi}ling to include perticulor items on IL/III and the 78 Suppleacntary
Ligt, On 10 June 1952 COCOM unanimously agreed to ban the czport of all
IL/ITT itens, Subgequently 10 items on the UK Supplementary List were
added by CCCOM to the agreed emborgo list for Communist China,

d, CIICoM
In the £all of 1952 a China Committec (CHINCON) was set up in Paris

for the purpose of devcloping detailed aspects of security cxport control

l/ Sce page 23,

mll-

N
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i
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policy relating to Cormunist China,l/ ag laid down by the Consultntive
Group (CG/COCOMY and for Taplenenting such policy. This comnittec is
concerned specificzally with security cxport control problens relntine to
Corymunist Ciina, such as lists of iltems to be denied, and shipping and
tronsshinment questions relating to Chins trade, 2/ Permantly representod
on tals Comiittoe arc Canada, France, Japan, the UK and the US, In
addition, all goverrments of the Conswltative Group are cntitled to
participate fully in deliberations and discussions of the China Committece
with respect to any lssues in which they have o penuine intevest, In
order to ensure a speedy and efficient hardling of vroblems relating to
China, this committec meinteing close rclotionship with tho chairman of
COCQM,y  Any COCGH member My propose iltems for the agenda of O NGO,

A progress rcpozﬂ? on the work of CIIUCOM is swmerized in tabuler
form on peres 23 = 2%, ks of 30 Lprdil 1953 approxinately 2l iterms on
he UK Supplementary Tist rlus L additional itens had been agreed to for
eribargo, Efforts are continuing to be made by the IS and the UX to rersuade
the other COCOM~CHINCOM countries to ban the export to Communist Ching of

all the items on the U vuprlementary Listh, Controls vn certain addi~

tional items are under discussion, Voyagze liceneing and bunkzering conm
trols have beon ngreed o by soveral of the countrics (sce subgection

ana)a

A8 a result of Jupants Joining COCOM  ang CHIHCON and the withdraral

of SCAP supervision, a relaxation of the Japanese ban on exrorts to

Commnist Ching is teking place > and the list of items wnich -

mow be exported to Comrunist Ching is being expanided,

2/ for the purposcs of this decision, the torm "China" is intended to
inclade Communist Chi ha, North Jorea, and such other areas, excluding
Soviect Lerritory, as moy be arrocd, ’

g/ "China traden ig intended Yo cover not only direct trade cubjeet to
zecsrity exrort controls with those arcas, but also transehipnent
rade,

12~
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The speeial position of NMacao, which renders that colon:r wawilling
to apply vigorously the full CHINCOM cortrols, hag been under active
discussion in CIINCOM,

e. DBa‘tle Act 1/
— 20 .

Uncer the vrovisions of this statute, elfective in January 1952,
all recipients of.VS military, ceonomic, or finoncial aid are to apnly
selective export controls against +he Soviet Dloc ag o condition for the
contimicd recoivt of such aid, and the Act is to be Madministered in
such a wer as to bring about the Tullest sunport! for the 1y Acditiona]
Measures Resolution, The 1list of commoditics to be cmbargoed undep
Title I; Lategory A, compriscs "Arns, amnunition, implonments of war, and
atonic energy mrterials,"” Title I, Category B, is composed of "Pctrolounb
transportation moterials of strategic value, and those itens of primary
stratepin significence used in the production of arms, armunition, ard
implements of wars"  The Title I, Category By, lists in seneral colncides
with Internetional Iist I with the exception of four itemg on the S
List Ia (heavy rails, genernleservice locomotives, automatic reilvay
m$mlcmdwmw,nxihwmtmmfmmsofahmﬂmﬁxmmhan:mlﬁmw~
natlonal List IT, 1The Act requires that the President o ‘Mo U8 terminate
aid to any country which knowingly permits shipments of Title 1, Catesory
Ay dtems to the Soviet Bloc countries, Tn the case of itomg under Title
I, Category B, the Fresident may direct the continuance of gig o a
country which nermits siaipments of thoge items when umsunl circunstances
indicate that the cessation of aid would clearly be detrinental +o the
Security of the US, ag of March 1953 the President, after careful study,
and upon the advice of the Administrator of the Rattle Act, has granteq
6 Gxceptions to Western Buropenn cid-recipicntg who have mode shipnentg
to the Soviet Bloc of strategic noterials orn the Title I, Category B List,

None of the exceptions, however, iavolved shipments to Cormunist China,

1/ Pbiic Tewr 213, 82nd Congress: The Mutual Defense Assistarce
b e 288 S tarce

Control fet of 1951,

001-7
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The statute further fequirce under Title II that the US Gevernment
negotiate a program for the eontrol of items which are :f strate;ice
impordance but ds net require complebe embargse A1d may he withdrawn
from any country which does not offectively cooperate with the US in
establishing a program for controlling oxports of these iboms of stra-
teile importanee or which f2ils to furnish infurmaticon suffieicnt to
‘detemmine whether it is effectively eocperatin: with the USs

£, Mechanigms f-r Trade Copbr-ls

The security expurt contrils exercised Wy nune3ovict blee counbtrics,
in general, have been superimscscd on the existing trade control
machincry, usually an expert-import licensing cffice. In certain
countries of Western Burcpe, private trade ass:elaticns rlay an impertant
part in the cxpert contrdl decisivns,

The principal mcans by which the major industrial countrics of the
noneSovict werld con'l;nv»l tha export of security itams is throush a
requircment that a validated license be sceurcd for cach shipment, In
order to avedd evasion of ¢ontrols over dir.ct shipments to Communist
China, many none-S8ovist natdons exerelse procautiong aimed at proventing
the materials from being ddvert:«d frum the receiving conntr » to Communist
China, <r to¢ a third naticn whieh misht reship the eoma ditys One of the
precautionary measures cmployed by the cxperting countries 1s the cnd-use
cheeks The COCOM countries have alse introduccéd the Impert Cortificate/
Delivery Verification (ICDV) system, whereby the goverrment »f the dmport-
ing country certifizs the statomont of the impsrber that the spocific
commedity will be used cither demostleally +r re-exported cnly in ecnforme.
ity with agreed expert conbrol policicss This procedurc is inbended to

the need for
roduced the time-consuming cndeuse chocks and provide covidenee of div.rs
sicnse There has been a e-onsiderable time lag, however, in the implomcnto
tion of this system in certain countrics, COCOM countrics have rocently
agrced o make more extensive usc of this system, and are proparing to
exchange lists of export liconses issued against import certificatos (ICs)a
The ICDV scheme has teen extended to ccrtavin Far Eastern cverscas torrie
torics and further oxboension of the system is currently under discussicn
in CCCOMa In Hong Kong a mere ¢omprehensive system of end-use gmarantecs
known as Essential Supplies Certificates was introduced as carly ag

anuary 3194550
-1&7
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2+ Other Controls

a, Transshipment Controls

The U3 and Canada have irnstituted a system of transshipment liccnsing
for goods of 211 kinds destined for Communist China, Yorth Korea, Yong
Kong and Macao, The UX has a similar transshipnent licensing systom but
uses a less comprehersive list which covers in effect arms and munitions,
all poods én Intcraational List I » & fow on 11/ 1T, 21l mctal working
machine tools and rubber, as these are considered %y the UK to be of
mejor strategic importance to Commvnish Cliina, The Ul trongsshivnen
control applies ‘o goods on the transshipment list when in trangit,
whether or not on a through bill of lading, landed on the quay sidc or
transferred from one vessel te another in the Ul but not to zoods in
transit which remain on board a vessel even when they ore reconsirned
te a new destination, There arc no transshipment controls aprlied Yy
Hong Hong although legal powers to control transshipment ecargo exist to
be applied at the discrction of the Hong Koug Govermient,

To date, Belgium and The Netherlands, whose ports traditionally have
served as major transit points in Westorn Europg have not adepted trans-
shipment licersing, A11 COCOM countries ¢ however, have agrecd that
transshipment controls cre neCessary, e.n@ they are at present cngeged  in
working out the (_i,otails of such controls,

b, Firancinl and Transaction Cortrols

Under regulations issu.od 17 Decomber 1950, the U5 Govermmont prohib-
ited all trade and financial tronsactions involving the Chincse Communist
and North Korean regimes and their nationals by persons gubjcet Lo the
Jurisdiction of the US, cxcept with the f)rior approvel of the Treasury

Deportnient, To meke these reguletions effective all Chinese Cormunist

and North Korean assets in the US were frozcn and provisions wiere made for

w15~
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remittances to those areas only on a licensed basis, This action hes
resulted in an embargo of US imports from Communist China and North Korea,
except for certain purchases of strategic comnodities specifically
authorized by the US Goverrment prior to early May 1952,

The US Government also instituted controls during 1952 over the
import from Hong Kong, Macao, Japan, Formosa, and other arcag, of Chinese
type merchandise and permitted their import only when they could be proved
to be of non-Chinese Communist origin, The suthorities in Hong Kong,
Japan, Formosa and South Korea have booperated in these controls by the
issue of speciel certificates of origin in accordance with procedures
agreed upon with the US Cover:ment., The US is the only country which
has gpplied such controls against Communist China,

The UK does not apply transastion controls at present but has
indicated a willingness to adopt such controls in the UK‘only and that
conditionally upon agrcement of all other COCOM countrics to institute
simultaneously effective transaction and transshipment controls,

¢y Transport Controls

The security export control programs have also covered certain aspects
of the shipping field, Sales of ships to the Soviet Bloc by COCOM
countries have been placed under control =s itcms on the export control
listsc On 27 October 1952, COCOM countrics banned the export to
Communist China of all watercraft (ships and boats) and their important
components, Except for the denial of important components, there is no
uniform control over the repair and scrvicing of Chinese Communist
vessels in COCOM countries,

The US prohibits its oil companles from bunkering vessels carrying
strategic cargoes to Far East Communist ports and Macap, or strategls
cargoes destined for these arcas cven though thé vegsel itsclf does not
call at such ports, Although petrolewn products ore on IL/T, neither
the US nor the UK prohibits their oil companies from supplying bunkers
to vessels ¢arrying non-strategic cargocs to Communist China, In each
case where bunkers are requested of a US company, the burden of proof as
to the strategic character of the cargo rests with the oil company, unlcss

1t secks prior advice of consular officials.

16w
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Until recently, British companies continued to honor bunkering
contracts for vessels of Soviet flage Since the beglnring of 19%3,
however, the UK Covernment has taken steps to tighten up the operztion
of its policy to deny bunkers where possible to ships carrying strategic

Communist
goods -tofChine, and a new set of instructions was brought into use on
30 April 1953 covering bunkering requests for ports Rast of and ineluding
Paft Saide Under these instructions the Eritish oil compenies must
refer to the UK Govermment every request for the supply of bunkers to
Communist
ships sailing to/China if they are of Soviet Bloc revistry or sailing
from Soviet Dloc portse In such cases the request will Le refusede
Cosunist
Bunkering requests for other ships sailing to/China znd not subject to
voyage licensing are referred to the UK Govermment for guidance where
time permits, and will be refused; or asceptances cancelled, if there
is available information that they are carrying a significant quontity
of strategic cargo. In any casec where a request has been refused, it
is open to the owners or chartecrers to produce evidence that the cargo
is non-strategic, and if this is done to the satiefaction of the
government, bunkers may be supplieds A similar system of control applies
to the supply of marine lubricante and bunker coale

Where ships believed to be ecarrying strategic cargo ask or are
expectedvto ask Britich oil companics for bunkers in ports not under
British control, the loeal government will be asked not to countermand
any instructions miven by the UK Government to the company, but in the
last resort the final decision rests with the local governments

In Hong ¥ong a system of bunkering controls has been in operatibn
‘since mid~1951 whereby the three major oil companies refuse bunker oil
and lubricants to any vessel, whether ocean-going or junk, wmnless
specifically exempted or in possession of a government permit or

other authorization stipulating the exact amount of petroleum products

that may be purchasede
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The French Govermnment refused in December 1952, to rcnew the
contract held by Mory Bros. to bunker Polish vessels at Djibouti, On
28 March 1953 the French Government amnounced that it would institube
controls to deny bunkers to vesscls carrying strategic cargo to Communist
Chinas
On 15 April 1953, the US instructed its oil companies and their
foreign branches and subsidiaries to refuse bunkers to any vesscl
returning from Far East Communist ports and Macao unloss it can be
proved that the vessel carried solely non-stratagic carzo to these
areas on its outbound voyage. They werc further instructed to deny
bunkers to any vcssel returning from any Far Baot ports, where there
is cause to believe that the vessel was rcfused lLunkers on its outbound
vﬁyageq In the case of the UK, however, British oil compesrdics arc frec
" to bunker on the return voyage ships that have carried strategic cargo
to Communist Chinas
US and Costa Rica formally control (and in practice prohibit)
chartering of their flag vessels for trade with the Soviet Bloc, In
addition the US prohibits its flag vessels from calling at ports under
the control of Commnist China. Iiberia cxercises controls over
gargoes that can be carried by its flag vessels to the Bloes The
Mutual Security Agency now inserts a clause in its chartorparties for
movement of cargoes to Formosa which.stipulates that vessels will not
engage in trade with Communist China or any other Soviet Lloc destim
nation for a period of €0 days after discharge of cargo in Formosae
The MSA now also inscrts a restrictive clause in its charterpartics
for the movement of carpocs to Indochina, Thailsnd and the Philippines
which prohibits a vessel from calling at any Crrmakt Far Tast port (the
minimum clause) for €0 days after discharge of cargo in the specified
areass Other government agencics have agrecd to take similar action

for charterparties applicatle to areas covered by their programsa
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Until recently, only three countries (Panama, Costa Hica and
Honduras) had regulations similar to the US prohibition of flag voseels
calling at Chinese Communist ports., DMost of the Panamanian vessels
engaged in trade with Comaunist thna withdrew after the Pansmanian
decree of 18 August 1951, By March 1953, Pznama had revoked the registry
of those vessels which remained in that trade, It is sesumed that those
vessels are now flying the Chinese Communist Flag, Effective 17 March 1953,
the Greek Government prohibited Greek-registersd vessels from calling
at ports controlled by Communist China and North Korea.

On 3) March 1953, the UK and colonics imposcd a system of vovage
licensing to prohjbit British ships over 500 GRT from carrying stretogic
cargo to any Chinese Communist port, This system applios to all shipe
regletered in the UK and the cblonies, whether or nob chartersd +o
Toreign charterers, and irrespective of the origin of the cargo, Tts
provislions, therefore, cover voyages from one Communist Chinese port
to another, Strategic cargo, for voyags licensing purposes, is defined
by a list covering substantially the items on the UK China Prohibited
List, but simplified in sbatement for purposes of recognitiun, The
terms of the licence prohibit the ship from carrying listed goods to
Communist Chinese porte, and the duty of complisnce restz with the
owners and masters, In every case the grant or reiusal of a licence
is at the discretion of the sutkoritics, Proof of compliance with the
order, by subuission of monitestes, ic not normally required, ard where
infringencnt is sucpected, the proof of guilt is the responcibility of
the authorities, Canada has adepted similar legislation. Francs and the
Nethorlands have tsken steps which in effect go a conciderable way
toward this objective.

B. IUncontrolled Items

The present selective cxport controls permit the shiment to
Cermunist China of a wide range of goods that are not included on

control lists of various countries because they are not judged by

19w
§~E-G-lt-E-1
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those countries to be stratcgice Goods not on the UK China Prohibited
Tist include genecral industrial chemicals and dyes, fertilizers,
pharmaceuticals, paper, jute, jute bags, cotton textiles, raw
cotton, foodstuffs, textile machincry; some gencral=-purposc machinery,
and some metal manvfactures. In gencral, the contincntal fmropean
countries of COCOM do not ban exports to Comaumist China of meny typos
of products including industrial and electrical cquipment ond machinery,
procision instruments, and iron and steel sumi-manufactures which are
embargocd by the US; the UK, Hong Kong and Canadae Natural rubbor,
although placed on the China Prohibited List by the UK in June 1951,
and about the same time embargoed by Thﬂiland and Indonusia, has
continued to move dircetly to Communist China from Ceylone Burma also
made one shipment but subsequently prohibited all exports of rubber
to Communist Chinae

0f the non-Sovict nations that trade with Communist China on a
significant scale, India, Pakistan, Finland, Switzcrland, Swedeﬁ,
Egypt and Coylon have not esteblished export controls specifically
dosigned to deny stratcgic items to Communist Chinag

Under present COCOM controls, Western Rurcpezn countries allow
the export to the USSR and its Buropcan Satcllites of any items on
IL/II,; subjcet to quotas, and in the casc of IL/I items, cxecptions
arc made occasionally for prior commitmonts and ®hardship" after
preconsultation with othor COCOM countriese Thure is, of coursc,
nothing to prevent the re~cxport of these itoms as well as Inter-
national List TII and Supplementary Iist items to Communist China by

other Soviet Bloc countriese

"._L/ Embargzoed by the US; voluntary rcduction in volume by the UK.
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Cs Comparison of Controls Agalnst Communist China and the

Remainder of the Soviet Rloc

A comparison of sontrols by COCOM countries with respeet to
Communist China and the remainder of the Soviet Bloc is summariszed
below in tebular form and shows where the controls diffor significantly.
The tabulation shows identical trcatment (cmbargo) for the Munitions v
Ilst, International List I; and Atormiec Encrgy Mnterialse

The controls differ mainly with rcgard to International List IT
and TiTe. Both thecse lists are subject to embargo for Communist Chinag
but with reference to shipments to the Soviet Bloc countrics othcer than
Communist China, II/IT is subjoct to quantitative control only, and
II/IIT to excharge of information only., One of the objectives of
current US and UK cfforts in CHINCOM is to extecnd the embargo agninst
Communis® China to additional itoems on the UK Supplementary Idste

The fact that COCOM controls against the Furopecan Soviet Bloce
countrics are less stringent than those applied agoinst Communist
China makecs it possible for certain commoditics that are cmbargocd to
Communis?t China to be shipped logally from COCUM countrics to the

European Soviet Bloc and from there to Communist Chinae (Sce page 3% .)
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Comparison of Controls Against Communist China

And the Remainder of the Soviet Bloc

Applied Against
Appliced Ageinst Remainder of

Commodity Lists Applied by Communist China  Soviet Bloc
Atomi¢ Energy Materials L5 UN countries Embargo Embargo
International Munitions U5 UN countrics Embargo Embargo
list
International IList I COCOM countries Embargo Enbargo
International List II COCOM countries Embargo Quantitative
control
International List IIT  COCOM countrics Embarso Bxchange of
information
TK China Supplementary UK and colonies Embargo Uncontrolled
List including Hong Kong
UK China Supplementary  Other COCOM Embargo of Uncontrolled
List countrics apbout twom
thirds

Notes: 1o The US and Sanada have a complete wmbarzo on exports to
Communist Chinae In practicc the US has a virtual embargo on
exports to the remainder of the Soviebt Bloc; Canadian controls
arc ncorly as rostrictives

2e Portuguese colonics, particularly Macao, excrcise only a very
limited form of controls

3a Thc Hong Kong Government supplﬁ".os to the Us and UK information
on additional items not on any of the above lists which are
exported to Communist China and Macao, .

Lo A liberal cxceptions procedurc is provided by the COCOM
agreement of June 1952 covering cmbargo of IL/TIT and UK
Supplementary List itemsy It is provided that ench COCOM
country may export, abt its own discretion, such items to
Communist China without quontitative restrictions if it
1s satisficd that such exports are solely for civilian use
-and will not contribute to the military strength of Communist
Chinas Such shipments must be reported to COCOM within the
following monthy
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A COMMTTTEE, PROGIRESS TO 30 APRIL 199

on to Imbargo Iw

Ly
1.
2,

3.

Lo

€4

To
‘o
Do
10,

il
12,
3.

1L

% Supplementery List Ttoms
Peraffin wax and petroleoum jolly
Potroleun refinery equivment
Centaincers sultable for usc in store
ing or transporting netrolecum, of
capacity of L gallons or morc
Internal combustion cngincs

Motor vchicles (dneluding tractors
and motor cycles); trailcrs and
componcnts and sparcs, servising
equipment

Rails, locomotives and railwey
rolling stock and parts thorcof

Watereraft h“d important components
Cranus
Excavators including power shovcls

Imlldogers, angledozcrs, and trail
builders

A1l classcs
(including alley stecls) up to and
ineluding finished stage,

Barbed s

S3tecl wirc strond, cable and ropo

Asbestos and asbestos yarn, toxitiles

and clothing

Tirecs and tubes, other than thosc
for pedal cycles and scooters
Telescopes and binoculars

Communications equipmeut

Flcetric motors

Technical VWorking Group

-23"

of ircn ond stcel products

S-E~C-h~E-T
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China Committes Action

Aprced
Agrocd

Agreed redefined

Ttaliarn, Danish
cfevred to CCCOL

Agreocd redefined

Agreoed podefined

Agrecd
Unagreed, Fronch rescrvation,
Legroed

Agrecd

Froneh rescrvation,

Unagreads

Gernon redefinitions proposcd,
Agroed

Unagrecds reh roscrvation,

Referred to C('Sh T

Agrecd podefined by Fronch

Agroed redefined

Agreed redefined by Jopan

Lgroed redefined; partial
accuptance
Unagrecds rufcrred to COCOM TW



19,
20,

21,

22,

23.

2L,

25
26,
27,
28,
29,

30.
31,
32,
334

Be

Lo

3e
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Power equipment Unagrceds  referrcd to COCOM TWG
Metolworking mechine tools and Unagreed:  roferred to COCON TVG,
accessories thoreof Germen redefinition

Prceision, scicntific, and optical Unagrecd: French will make counter
imstrumcnts, ete. capable of being proposal,

usced in the develepnent, production
and testing of militery equipnment

deasuring ond besting instruments Unagreed: Gormen roscryvation
for use in engincering workshops

Portable hond-held power tools Leroed
(proumntic clectric and potrol)
including parts

Welding machines and ejuipment ~nd Tnagreed:  wofcorred to COCOM TVWG
perts incl, rods and clectrodes

ining machinery Agreed

#lexible metal tubing Agrced

Elscetronic instruments Agreed redofined by Fronch
Surveying instrumcnts Unagroed:  Gorman resorvation
Mep-making, mop reproduction, | Agrecd redefined by Fronch

stereoscoplc and photo-intor..
pretation equipment

Rubber solution Agreed

lubber screp Lgreed

Foundry plant Agreed

Inginccrs cutting and forming tools Unagrced:; roforred Yo COCOM ™a,
’ CGermen redefinition

Cresylic acid incl. para meta and Agrecd

ortho=-ercsol and rylcenal

Photo-plan printing machincs, none Agrced
optical
Eleetrecardicgraphs (excopt whore Agreed redefined by Fronch

cleerly roquired for medical use)

Additional. Ttems

Cement guns Agreed
Fork-1lift and elovating platform Aprocd
trucks,

Metalw-spraying equipment Lgroed
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) Lhe Gas carburizing furnaces Agroed
+
5. cat-troating and annealing Pending:s UX definition
furnaces
6. Cold chrome plating plants Pending: UK dofinition
T+ Othor matorials handling cquipnont Pendings US definition
8s Copper vire Fending: US definition
9s  1O-tun jacks Peading: U3 definition
10. Road Rollers . n
11, Crushing couipmont "
12, Radioc transaitters n
13, 2adio rceceivors u
IT. Antibiotics and sulphen anides US comter-proposal £
) tive control poending, Status Hong
Kong and lhecao o be .elarificd,
ITI, lxee JBzcoptions
Ao lncao Discusscd and teaporarily drepped,
B. Special

1., Tinplate Uu reperted shipnont in accordance
creeption procodure,

2, aluminun foils Gernan redefinition approved,

3¢ Turb OletLr.ut T UK excepti asud,  US roscre
vation

he Watcr=-tube beilcrs Gorrman cxesption under discussion

IV, Shipping Centrels

Voyapge licensing and sunxering ccntrols UK proposa mc‘cr acetive discussion,
aeecpted by Fraonoes, Hetherlands,

Canada,

Ve IC_/_}DV systen Ci;\ucr 1
1‘.(‘I‘Lud

kc cu"mlvtc use u.f. 5y ston for ox=
portu to Hong FKeng and lheao, UK
sulnittod 1ist of overscas territor-
ies whero cortificates
tained, Other dustinations to bo
conelderced,

had 2 Sm
e
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VI. Exchange of Information

L

Lo

2y

Ba
1.
24

3

L.

5a

Te

Genoral
AR

Questionnaire on China export
conbrols of individual IC

Gicstionnaire on willingness
submit monthly trade statistics

of cxnorts to China and other
areas.

Specinl
France-Chinese trade negotiations

Japan-China tradc negotiations
French exports of diessls engines
Purchase by'Ceylon of truck tircs
Construction of heavy industry in
China

iluminum landing shects

Poking Economic Confercnce

26

SerEmCReT T
SrErCB-2-T

Prineciplc accepted

Replics submitted

Replies subtnitted

Discusscd

Réport made by Japancsc
Delegates

Discussced, cxport already
made.

US submittod momoe

Delegates reported

intended and actual
shipments,

Japan submitted mcmos

Canada rcported possible
order from Chinae

PCts reported Government
policy 2nd possible
participation their
nationals,
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&, THE RATLROAD EQUIPMENT INDUSTRY
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THE RATLROAD EQUIPMENT INIUSTRY

3

1. IDstes of Changes in Tndustrial Activities, Their Exact Nature and Their

% cabions .,

With the end of hostilities the locmotive and rolling stock industries
of the USSR began a tremendous program of reorganisation, restoration, mnd new
construction, The Moscow “Dynamo" »lant which prior ta the war had ,roduced
elsetrical and Diess) locomotives turned to the production of parts and sub-
sssemblies for the production of this type of unit at other plants. The
locomotive {stesm) plant st Kharkov was re-squipped and converted to the pro-
duetion of mainelins Diesal lommotives. The Novocherkassk plant bagan the
production of mainline electrie lovomotives. Veroshilowgrad, Deshitss, and
Kelomna were reconstructed ad bagan production of stesm locomotives once again.
Mighniy Tagil was reconverted, in part, to the production of freight cars md
Kalinin and Dneprodzhershinsk were rebuilt and resumed the production of freight
CRIN. Zsoomtd.w and rolling stock production, which had been negligible during
the war due to destruction, evacuation, or conversion of facilities, again
mm an imporiant segment of the Soviet industrid expansion plana.

The basic date for these changes in the motivities of these plants may be
#aid to be October 15, 1945 when the People's Commissarist of Trasport Machine
Building was created from the Peopls's Commissariat of the Tank Industry. In

Transport

March, 1946, the name was changed to the Minietry of/Machine Building, It is

entirely possible that the reason for the upgrading from a People's Commigsariat

level to the Ministry level was to place emphasis on the importance of the Incuetry.

p—y

OoH MY LoD
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The inventory of locomotives and rolling stock was at & low level at the
end of the war and realization of the plamned gneraaaas in the industrial
development of the USSR were to a largs degree dependent upon the ability
of the rsilroads to provids hecessary services %o industries which required
such services. Two methods existed for the enlargement of the jnventories;
the production of new equipment within the USSR and the sxploitation of the
Soviet controlled sections of turops. Both of the methods were smployed....
indeed, are still being smployed. In this disocuseion we ave concerned only
with the internal nrogram of production of naw equipment but 1% should be
remembered that this progras is given added importance by virture of the
fact that even domestis production at the planned rate {presunably a maximum
rate under normal Soviet plaming) was not enough to moet reqirements and

importe wers recognized as inperative.

2, The Major Problems Encountered in the Industry Starting with Jenuary 19h8.

The major protlems encountered in the industry started, not in 1948, but
in 1944 with the levying of the lth Five-Year Plan, Thess are discusged in
paragraph 7, below. Referring to paragraph 7, the discussion of the degree
of plan fulfiliment and conaidering hers only specific difficulties encountered
in the industry amng with January 1948, the following iteme seem periinent:

a, At least one plant in the Far Esst ( Krasnoyarsk Locomotive and Crane
Plant, Tmeni Stalin) the repatriation of Japanese Pig in 1948 caused a shortage
of labor. The same difficulty was probably experienced by the plant in Ulan Uds,
The ret result of the repatriation of these FWe was a drop in the " quota® of the

plant fyom nine locomotives per month from 1946 to 1948 to ssven locomotives
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b, A4lthough spscific references eannot be cited, it is probable that
the return of Germen FWs from plants located in the Western reglons also
caused problems of labor shgrtagum Plant studies indlcate sizeabls FW
igbor groups at moat of the locomotive and rolling stock plants and aven
though 1% is probable that they wers repatriated in a pradetermined pattern
so as to minimize disruptions in production, there undoubtediy was a need for
the recruiting and training of new labor as th;ae Pie left.

c. The other problems which existed in the industry in January 1948
and thereafter should not be considered as starting 4n 19h8. They sxisted
prior to 1948 and more particularly with the start of the Lith Five-Yesr Plan

in 1946 and, as previously stated, will be discussed undey paragraph 7.

3, Changes in "Norms® of Labor Production within the Industry .

changes in “norms® of labor production are less significant in the case
of the rallroad equipment industry than in perhaps any other industry in the
USSR, The industry is one of the oldest in the USSR, existing in siseable
form even before the Revolution and growing in sise steadily throughout the
pre-war yearg, Norms of labor praduc‘ciﬁty ware well established in these
years and incremses were largely the result of technological developments which,
by the addition of machinery and the adoption of assombly line techniques, nads
the man~hours of labor per unlt of production decrease steadily to a probable

minimum 4in 19LO-L1,
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The changes in norme which have occurred sinos 1946 then are primrily
dus to an attempt Yo reach these pre-war lews. Stated in another way, the
prineipal effort has been towards the training of the new elemonts of the
labor force in the use of machinery and mass production techniomes in an
attempt to reach the maximum norms of 191;0-1@. Stakonovite movemente and
the training of workers in onse plant hy the temporsry transfer io the plant
of a delegation of trained worksrs from a mors "advanced” plant are the
primary means used for tha realisation of this goal.

The foregoing statement should not bs interpreted to mean that the laber
norms of plants that have reached pre-war effioiencies are then held static,
Additional technologicsl improvements as well az basic Communist philosophy
suggest that norms will continue to be increased, The rate of increase as
these earlier efficlencies are realised, however, will be in ¥ emaller amual
incremsnts and may well be of the order of 2 or 3% per annum as are normal in

Wastern "ecapitalist" economies,
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L., Plans and Estimates of Plan Fulfillment Since 1949 for the Prinoipsl Products

of the Ind!w‘bry.

Table

I

Plang and Estimated Accomplishments of the lith Five~Year Plan 1946+1950

1945 1947 1948
Products Plan Aotuel Plan Actual Flan Actual
Steam Locomotives 300 330 865 %00 1200 1360
slectric Locomotives 5 2 50 25 110 60
Diessl Locomotives 10 1 70 ko 190 75
Freight Cars™ 30,5 28 63,5 5h.2 1056 78
Passenger Cars 00 1o 500 1500 1100  1XkO

T Thousends of eqiivalent s-axle units.

Plazz%ictual Pla?ggtual
1600 1700 2200 20L0
170 110 220 170
275 ko 300 185
127 103 W6 1
1760 1750 2600 2500

511 other estimates in physical mnits.

Table II

Estimates of Railroad Equipment Production a/

1951, 1992, 1953

In physical Units

Products 1951
Stean locomotives 2170
#lectrie Locomotives 225
Tiemel Locomotives 205
Freight Cars b/ 131,000
Passengsr Cars 2,740

1952

2250

280

230
137,000
2,800

1953
2310
3o

250
140,400
2,8h0

o Plan ligures Tave baen cited.
Estimste: 13 in equivalent 2-axle units.
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SEURE |
Fe ihe Yalor Causes of the irmual Increases in croduction within esch Industyy.

fe  From a physlicaly or "plant” sspast the major csusss of annusl Increases
in oroduction have bean tireefold, |
{1} The reconstruction and re-squipping of wer damaged facilities.
{2} The reconversion of railroed equipmnt plants from military
production te rallroad equinmert produetion ab the ond of

the war,

3) The sorstruetion of new facilities and the expmnaion of
exigbing fapilities.

Of tha thrwe itens, (1) and {(2) have besn raeponsible for the
large ammal increases in produetion noted in Table I, while (3) accounts for
e more norskl increases asparent in Table IT, Indicabions are that the re-
convarsion and re-egquipment phasss were complets by the snd of 1750 and that
incresses in production after that date can be largely aserdibed to a combination
nf inoreases in labor sroductivity dus te technolosical imnovemorts and to the
granal complation of additioral facilitdes appended to eximting plamta.

e From the polnt of view of laber profuctivity as 3 ocassative 1tenm
in snmal inmm»/ixn éﬁrfﬁff Igomu in sarlier paragrache ave appligeble
here too. In sddition, the probahle effect on labor wroductivity of the
forcible relention in Lhe USSR of a mumber of Gsrmen srnglnecrs and tachnioes)
;gerwmél should be rentiored. These persons arve known to have been usad in

both the electric and Niesel locemotive segments of the industry, snd their

knovledpe of both the desipgn and produstion of such equipmert has almost
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ecertainly been a mﬁ.}cr factor in the rapid postwar rise in production of
these unita, Prewar production of both of these items was very small am
compared to prewer production of steam locomotives and freight and passenger
rolling stock, That at least some of these péracns have finally baen
repatriated to Egst Germany is known by the defection of a few to the wast,
Whether or not a sufficient mmber still remain in the USSR and whether or
nob their assistance is atill as vital as it undoubtedly was at first is
Alfficult to judge. Production is setimated to have reuched sizesble pro-
portions by this time and their contritution to sfficiency has probably
lowersd corvespondingly.

6. The Estimated Annual Incresses in Productivity and Labor Force in the

Industry since 1945 and the Causeg.

Yo definitive estimates of the sise of the labor force is availahle,
One, made as the resnlt of a US~USSR anslogy study, is not fslt worthy of
digsemination in a report of this type., Only the relative magnitude of the
annual inereasees of labor productivity can be estimated st this time. A4s

labox

brought eut earlier, during the Lith Five-Year Plan/productivity gains were
probably large. This was due to the re-establishpent of the induatry afler
the closs of the war. OUnce back inte a full production cycle with capacity
usage of eqipment, gaing in labor productivity have probably decressed to a
point where primarily technological innovatlons are the respongibtle factor.
It ig known that mass production techri ques have been re-sstablished in the

industryy the refining of these techniques by innovations such as extensive
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welding in place of riveting, high speed machining, md the like, have and
undoubtedly will continus to increase the productivity of labor in terms
of output per man., Whether these geins wlll or will not be offset by the
introduction of more complex products is a matter of conjscture. Enauzh‘
newly designed locomotives and cars have been introduced in regent ye#m

to indicate that labor sfficiency is high.

7. Specific Diffioulties Encountered in the Fulfiliment of Flan Goals
since 1911§; ’

It is estimated that the Lith Five-Year Plan was Tulfilled in the
following percentagess

Steam lLocomotives 1038
tleetrie locomotives  66%

Diesel Locomotives S1t
Froight Cars 8%
Passenger Cars 100%

The chief underfulfillments in the Plan were in Elsctric and Diesel
locomotives. The primery difficilties were:
{1) & 3ack of a‘dequqt.o prevar experience in the production of thase
items,
{2} A lack of adequate, properly eqipped, plant facilitiles,
{3) A lack of trained personnel, both technieal and skilled, thus

causing considergble production time loss while personrel were

heing tralned,
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In the case of freight cars it is felt that the underfulfillment was
largely dus to an overestimation on the part of the planners of the sbility
of the industry Yo rehabilitate itself after the exigencies of war had caused

sonpiderable damags, conversion, snd evacuation of equipment and personnel.

8. Are the Specific Godls of the Sth Five-Year Flan Reslistic?

No specific goals for the production of railroad equipment have baen
announoed for the gth Five-Year Plan. Continued improvement in the inventory
1s stated as a goal, if, indeed, such & gtatement can be considersd a goal.
That the inventory will eontinue to 4mprove both qualitatively and qmtitatively
15 to be expected. The industry is at & high level of productbn- afficiency and,

political

bming/ﬁanisiuas 3o reconvert Yhe industry in whole or in part to milltary pro=
duetion, continuation at this high level is %o pe expected.

9. Limiting Factors which will tend to Slow Industrisl Growth in the Future.

When will thess hegin o Ogerata?

The factors which will tend to 1imit industrial growth are dready
estimated to be in effect. A1l facilitles are believad by this time to be
operating abt full capacity. Additional increases in production are dependent
upen increases in productivity and/or the econstruction of new facilities. No
evidence of the latter has come e notice ae yet. When the era of 19451950,
when huge annual increases in production due to the "reclamation® afforts after
the war was over and since about 1951, increases have been and will be due to

the mors normsl aspects of jndustrial growth.
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16, Other Commnanta.

The postuar increases in the production of Uiesel locomotives have
¢auged gome speculation that the USSR micht be go'ng the wey of the B
{as 1t has so often done bafore) inte an intensive Dieselisation program.
The facts do not support such a conclusion however. The stean locomotive
inventory of the USSR i the youngest in ths world, The UB inventory, at
the beglnnings of the trend towards Dlesslimation, had a large number of
aged wmits which could be acrapped with little loss., A large part of the
Soviet inventory must operate in extreme cold westher conditions, Even
in this country severe winter weather has shown the advantage in the uss of
modern steam power in preference to Diesel locomotives, <Conversion to Diesel
power on a grand scalé would necegsitate new plants and capital p for
these plante. No indicstions of any such plans have beeu increased
uge of Diesel fuel might resent a supply problem to the petro. ndustyy of
the USSR. ©OSuch Diessl loew:motive production as takes placs in the USSR is
the result of the inherent advantage of the Diemel in waterless { desert) reglons
where the operation of steam loc motives requires either sxitensive watering
stations or the use of condensor type steam locomotives.

In summary, the contimued, but gradusl, expansion of the Soviet inventory
of ﬁimel locomotives is expected, Steam power will continue to be prevalent

for at least the foreseeable futurse however.
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b, THE COAL MINTNG EQUIPMENT INDUSTRY
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THE COAL MINING EQUIPMENT INDUSTRY

Tntroduction.

The contribution herein in answer to Questions 1 through 9 in Part V
of the Requirement Outline for ORR/0,12 has been abstracted from CIA/BR 21,
#The Coal Mining Equipment Industry of the USSR", CIA/FR 21 is & thorough,
basic study of this industry in the USSR and it is recommendad that the readsy

ohtain a copy of it for use in amplification of the contribution which follows.

1. and 2, Datep of Changes in Indug trial Activities and the Major Problems
Encountered in the Industry,

The USSR emerged from the war determined to restore its ceal mining
equipment industrye B 1950 the USSR proposed to build 11,000 cosl sutters,
33,000 conveyors, k,900 electric mine locomotives, and large quantities of

plants
related equipment, Following the wer the evacusted equipment/ continued to
operate at their new locations beyond the Urals, and the old plants in the
Ukraine were reestablished. The capacity of the plamts were thereby increapged,
and mechanization also took on a new meaning: (1) new types of neavier coal
cubters were devised; {2) intensive efforis were mads to develop successful
coal combinesg {3) the first serious effort was mde to mechanize coal loading}
(L) the conveyor system was revamped and converted from the shaker, or recipro«
oating, type to the scraper and belt types; and (5) a transition was hegun towards

heavier mine locomrotives.

Approved F .
pp or Release 2003/04‘:‘-’3‘4;& 1§ Ié—i&DP?QTM049A000800140001-7



Approved For Release 2003/Q§@t:ﬁ€fDP79T01049A8£)0800140001-7
- P -

Mecharization { of coal cutting) was %o bs increased axtensively. In
order to provide the mines with this considerable quantity of equipment 1t
was planned ta erect 13 new coal mining equipment plarks and to rehabilitate or
restors 16 existing plants in the S-year periocd,

In addition, extensive technological davelopment in the design of the new
types of cosl mining equipment which was to be manufactured in these plants

was & major problem of the industrr.

3» Changes 11:. “Noms" of Labor Production within the Industry.

CIA/RR 21 does not make specific to changes in labor norms in the industry,
but it seems Igikaly, as the bullding, restoraiion, and rehabilitation of these
29 plants :as progressed, that labor norms ha-s been progregsively increased,

L. The Availsble Estimates of the Annual Volume of Production and the Divergence

Jetween Plan Goals and Achisvement.

Table 1 shows the e stimated volume of armusl production, I9h6-1952, ad

the Plan totals, 1945~1950, No anmnual statistics for the Plan are availabls,
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Table 1,

UNITS
1946 1947 1948 1949 1950 1951 1952 19 a:n 0
Coal Cutters 8Ls 1L00 1328 1405 1128 1100 1250 11,000
Coal Combines 20 .
e ol 85 213 216 310 340 100 Hoky
Cutter=
Loaders)
Coal and Hock H.A, i

i ' 91 Yy (3 525 505 750 8s0 NeAd

Coal Conveyors N.A, Hed, N.a, k200 4500 4500 L6550 33,000
£ 4
{oal Mins 00 ‘

s 7 900 901 1190 1700 1700 1800 114900
Coal Mina Cars H.4, Nudo N.A, Hehs ﬁ.ﬁulOO,GGO Nelho 565,000
Pneumatie Picks Nud, N.A. N.A. KA. K.k, 25,000 Na& N.A

“, atk gy afe
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5. The Hajor Causes of the Annual Increases in Productiocn.

The underlying cause for the annual increases in production has been
the intensive boviet effort to increass coal production, This goal has been
directly responsible for the efforts of the industry to produce large amounts
of equipment needed for this increase in coal output. More directly, the
causes have been the program of building, restoring, md rehabilitating the
¢oal mining machinery plants and the training of labor in the efficient operation
of these facilitles.

6. The Bstimated Annual Increases in Productivity and Labor Force in the
Industry Since 194% and the Causes.

This information is not avellable.

Te Sm‘ cific Difficulties Encountered in Fulfillment of Plan Goals Since 1945,

This cquestion has been answered, in s broad sense, by the angwers to
{uestions 1,2, and 5. More specifically, the most important difficullty has
probably been in the technological development of coal mining squipment suitable
for efficient use in the various types of Soviet coal mines. CIA/RR 21 contains
nistorical material on the development of each model of squipment and reference
to it will point cut the nature cf this difficuity.

8. Are the Speeific (ioals of the Fifth Five-Year Plan Realistic.

In the Fifth Five-Year Flan the USSR declaraes its alm to be as followss
nTe improve systematiocally the mathods of working cosl deposits. To introduce

on a wider séale the coal mining machines and equipment for cemprehensive
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mechanization, to aim at the further technleal re-equipment of the coal indusiry,
and to insure a growth of labor productivity."

Tn view of the intensive dsvelopment of the coal mining machinery industry
in tha postwar yearsg, such 8 general goal is entirely realistics Since no
gpecific figures for plarmed output of equipment heve bean cited by the Soviets,
it i impossitle to judge the Plan in detsil.

9. Limiting Factors which will Tend %o Slow Industrial Growth in the Future,

The factors which will tend to slow industriel growth tn the fulure are
thoss shich glow Jown the industrial growth of sny industry as it reaches
maturity. Oains in productivity which result from increased sfficiency will
become smaller ss the labor force becomes more expsrienced and gains dus %o

fechnological improvements will be reduced in a like manner.
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IHE ARTI~FATCTION BEARTNG INDUSTRY

1. Dates of Ghanges in Industrial Activit.:.u‘ their Exact Nature and their

I&lﬁ. eati ONE +

At the close of the war there were six plants in the USSR engaged in the

production of snti-fristion bearings. Thair total output was roughly equivalsnt
to the f;o‘hal output of the three plants which existed at the beginning of the war.
(The differance of the three plants im accountsd for by the evacuation of equipment
from the original thres plants, State Bearing Plants 1} and 2 in Moscow and Mo, 3 in
Saratov, to three additional sites, No. I at Kuybyshev, No, S at Tomsk, aid No. §
4t Sverdlevek,)

Since the end of the war three additional plants have besn construated and
placed in operation and a fouwrth is at, or near, completion with roduction an
inmediate prospect. Theae plants sre as fellowss

a» MNo. 7 State Bearin Plaot, Baku,

Was being built and in partial operation during 1947, The second ssstion
of tha jlant site was to be in oparation by the middle of 1948, TIts primary
product is large size bearings for the oil industry,

bse No. 8 State Paaring Plant, Xharkev,

Construction started in 19545, One main produstion shop complisted in
Hay 1948, A sucond in process of construetion in Summer of 1948, Produces
various types snd sizeg of ball and roller bearings largely for tractors, combines,

subomobiles and machine tools,

’ 0001-7
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e No, 7 State Bearing Plant, Kuybyshev ( Bezymyanka).

Formerly a railroad equipment repair shop. Has been producing and
assembling anti-frietion bearings since the end of WW.II, Bearings of thie plant
are reporitad 1o be used by motor vehicle, ﬁnk, tractor, and alroraft plants,

ds HNo, 10 State &m Plant, H:l;alk.

Conetruction of this plent started in 1950, I% was scheduled for com-
pletion in 1952 but reports indicate construction is se far hehind schedule that
production may not begin until 195k,

The implication derived from the construetion of these plants is the
awarensss of the Soviets of the impertance of anti-friction bearings in modern
industry and a desirve by them to become self-sufficlent in the production of

these bhearings.

2+ The Major Problems fna: . ] =20 With January 1948,

No problems arose after January 1948 which did not extst prior to that date,
“he design, production, and import, afm,,ﬁtal squipment for both the eld plants
and ths newly congtructad plante was a sontinuing preblem as was the recruiting
ard training of new lsbor to man the new facilities, More specifie details of
these problems are discussed in paragragh 7.

3+ Changes in *Norms* of Lahor Production within the Induatg.

Norms of labor production have been on a continual rise in the industry,
The Ho. 1 State RBearing Works at Hosoow has been the leader in the reising
of norms. The other bearing works may be considered as slso raleing norms through-

out the postwar years, ut to a somewhat legser degres than the Ne, 1 works.,

Approved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7
DAy
SCA, H[‘_ i



Approved For Release 20%‘;’&%@% H‘A-RDP?QTN04%000800140001-7
-3

iuring the course of the Lhth Five-Year Flan, the No. 1 Works has hesn
reported as raleing output six times with no increase in prodmction area and
with only & doubling of the labor force. Thus, laber productivity has increazed
by some 200% over the five year pariod er an average of LOF por year., That this
productivity increase was actually higher in the first few years of the Plan and
tapered off in recent years is indicated by the fact that labor productivity has in-
creased by an average of only 2% in the years 1950, 1951, and the first six
months of 1952,

I% is believed that this increase was large during the early years of the
plan primarily due to two factorse

a, Increases in the Amount of New and More Efficient Equipment.

be Large Galne in Labor Bfficiency as the Result of Training,

In the o ter years the rate of increase of hb;:r produetivity has lessened
becsuse of the smaller amounts of new equipment received and the higher lavel of
glcills of the working fem. wm_ch cannot, therefore, be inefonsed at the earlievr
rates, That noteworthy anmnual incresses in lahor productivity still continue is
due to the adoption of more modern methods of msterials handling, inepection, and
improved use of existing eqiipment. These increases in productivity will probably
continus to be noted but the increases will continus to decline as the industry

becore 8 technologically more competent,
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he Available Estimstes of Annual Production snd Divergence between lan
anls and Achievement,

Wo specific statements of output undsr the lLth Five-Year Plan have been
found, Siatements of yserly increases in production im percertage terms, md
ghatements that the Flan figures have been reached as & regult of these
percentage incresses indicate that there has been no significant divergence
betwsen plarmed and actusl mccomplishmenta. Froduction sstimates for 196

through 1952 are shown below,

Year Output in Thousmds of Bearings
1946 | 27,000
19kT 33,000
198 50,000
1949 63,000
1950 83,000
1951 101,000
1952 115,000

+ The Major Causes of the Annual Inoreases in Production,

The majer causes of the inereases in annual productiom have been
tuofold. Firet, the construction of new plant facilities has increazed the
total casacity of the industry. CSecond, technologlesdl impmvensanﬁ in the |
mathods of production have grestly increased the productivity of both mechine

and worker.

6. IThe Eﬁmﬁed Annual Increases in Preductivity and Labor Forge sincs 1915,

The information avallable is insufficient for estimating a~mal increases
in productivity. The total labor foroe for onch ysar is not available. The

axisterwe of elther of thess estimates would mseke posszible the calculation of
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the other, Such information as i3 avaiisble on productivity snd lsbor in-

creases is relsted in parsgroh 3 preceding.

7+ Specific Difficulties Encountered in the Eulﬁument. _u!’ the Plan Coals

Since 1945,
Tifrisulties were encountered in solving the following problems:

a, The construction and squipping of new plant facilities.

be ‘Ihe introduction of medern machines in both new and existing
facilities.

¢, The introduction of efficiant rethods of materials hendling,
inspection, and sllied mass production btechniques in all plants.

de The training of new labor and the yetraining of the existing labor

in the uss of the new equipment and new production techniques.

8. Are the Specific Gosls of the Fifth Five-Tear Flan Realls tic.

No mention is made of specific goals for the production of anti-fristion
bearings in the Fifth Five-Tear Plans Ths reference in the Plan to the
nintroduction” of roller bearings on railway rolling stock is vagune ‘gnough %o
gover a number of possible intentions. Until further information om this aspect
of the Plan bacomes available, it must be assumed 4hat the probable intention
is to equip all new wrolling 'gt.ock with roller besrings if these bearings are

available. As stated, this reference cannod be interpreted as & specific geal.
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9, limting Factors which Will Tend to Slow Industrial Growth in the Fature.

The factors which will slew industrial growth in the future are thoes
common to any industry which has completed its initial growth phase. Increases
in annual production will tend to be limited largely te those cauged by
tachnological improvements, and the rats of increase will corvespond to the
rate of technologlcal advancement, There is appsrently still sufficient slack
botween their technicsl knowledge and its application in the Soviet anti-friction
bearing industry to allow sizeabls gains in productivity for at least a few
years. When this slack will disappear is conjectural. A "Guesstimate” places

the date about 1985,
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THE CONSTRUGTION EQUIPMENT INDUSTRY

1. A Changs in the Conetruction Equipment Indusgtry.

A changs of marked importance in the Construction Equipment Industry was
effected in 1946 at which time the Ministry of Construction and Roadtmilding
Machinery was formed from the ¥ain Administration for the Production of
Gonstruction Machinery and Equipment for Manufacturing Construction Materials
which had been under the People’s Commissariat for General Machine Budlding.

Subsequent to the formation of the Ministry in 1946, the industry, by
construction of new planis, Wy reconversion of those plants which producad
sartime materisl, by rehabilitatlon of obsolete and destroyed plants, and by
transfer of others from allied industries, had expanded until by 1950 more than
50 plants were directly under the administration of the Ministry of Construction

and Road-building Machinery.

2, Problems wiich Confronted the Indust:

sorld War II.

The major problems which sonfronted the industry immadiately following
World War IT were: (1) Reconversion of plants previously converted to the pro-
duction of war materielj (2) romilding destroyed and obsolete plantsj £3)
secaring sufficient and proper equipment for operating these plante; and (L}
developing Soviet technology.

During World War II at least 8 plants were converted to the production
of war materiel, Reconversion of those + 4ch survived the war was essential

to the growth of the industry.
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At least four plants, including two converted plants, and possibly more,
were either wholly or partially destroyed. Due to shortages in labor and
construction materials and also due to the low priority of the industry in the
raconstruction of USSR's peacs~time economy, the industry axperienced great
difficulty in rehabilitating their war-wrecked plants. ILikewise, the same
difficulty was experienced in modernizing asome 13 plamts buils prior to 1918,

Re-equipping these plants once they were built was arother great problem.
Lend ?’auase equipmont and equipment removed from German plants partielly
anawered the problem but unavailability of sufficient equipment slowed down
early postwar development.

?riqr to 1948, the Soviet construction equipment industry depended largely
on the use of U.S, prototypes for the development of new machinery. Following
implementation of western embargo controls in March, 1949, the Soviets, in an
attempt to keep up with the wastem world in the developrsnt of constructlion
machinery, were forced to place greeter emphasis on the development of their
own technology. Although there is no apparent evidence that the Soviels have
actvually produced a piece of construction equipment wholly free from some
similarity in basic design to U.S, produced equipment, their gensral trend in
technological development has been toward an increase in the range of products

and improved technique of production.
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3. “ﬁoms" of Labor Production within the Construction Equipment Industry.

There is no available information indicating to what extent norms have
been increased for the present fivewyear plan. Factors which influence the
"fixing® of norms are: Plant aqzzipment, working conditions, wages, and skilled
workers,

be Estimates of Annual Volums of Production of Principal Products of the

Sonstruction Eculpment Industry 4in the USSR.

Shown below are estimates in metrie tons and ruble value of the years 1947
through 1955 for the construction aquipnment industry, Estimates for the years
1947 through 1951 are derived from reported inventories for those years and can
be considered aocurate within plus or minus 20%, The tonnage for 1955 is ese
timated to be the minimum necessary to fulfill plarned reqirements, Tonnsges for
the years 1952,1953, and 195k are interpolations based on the 1951 and 1955
figures. Hence, the figures shown for the present five-year plan, 1951-55, are
%t is estimated the industry must produce in order to meet Plan goals. They

could be from 25% to LO¥ above the amount that the industry will actuslly produce,

Metric Tons Ruble Yalue
Year of Equipment £10008)
1947 49,500 360,000
1948 81,000 530, 000
1949 129, 800 715,000
1950 168,200 1,225,000
15 195,200 1,420,000
1952 225,000 1,640,000
1953 260,000 1,890,000
1954 300,000 2,185,000
1955 350,000 2,550,000

Approved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7

2EOREN



Approved For Release 2003/d4/p4; Bl-RoP79T01049000800140001-7

-l
Se Major Sources of Annual Increases in Production.

Incrdases :§n production of construction equipment probebly were sffected
by & combination of several factors, Modernmization of existing plants, con-
struetion of new plants, improved production line methods; and an increase
in the productivity of labor ares contributing factors toward achievement of
the goals of the postwar Swyear plan,

6. Egtimated Annual Increases in Productivity and Labor Force in the Industry.

Labor requirements must, of necessity, be increased from year to year as
the industry expands, Following is an estimate of labor requirements from 1947

through 1955 in order to achieve estimated sroduction.

Year Hon=Years - _Bomarks

19h7 3,700 Bureau of Labor Statistics figures of

1948 6,100 tha U.5, Construction Equipment Industry

199 95700 were used Lo compute Soviet labor require-

1950 12,600 ments on the basis that U.5, labor is 50%
10 § 14,600 more efficlent than Soviet labor,

1952 16,800

1953 15,500

195h ‘ 22,400

1955 26,200

Lack of information precludes any estimate being madm as to the incraasss
in preductivity of laber.
Te ecific Difficulties Encountered in ment of Flan Goals
Difficulties encountered in falfi1ling ammusl production goals probably
includet (1) General scarcity of raw materialsy (2} Irregular dglivarz,as of
prefabricated and semi-finlshed partsy (3) Scarcity of trained and experisnced

workers.
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The USSR has constantly suffered from 8 lack of raw materid s, partic-

ularly since 1948, And, in as much a8 the construction equipment industry has
& falrly low priority in comparison to some of the more strategic industries,

the unavailability of sufficient raw materials continues to be an obstacle in

fulfilling production quotas.

Hany dglaya are caused alsoc by lack of slowness of deliveries of pre-
fabricated parts for which many plants of the construction sqipment industry
contract with other machinery plants which specialize in the production of
specific items such as motors, tires, and semi~finished castings, etc.

During the war years when production of conatruetion‘ scuipment practially
stopped, no new cadres of skilled workers wers irained in the construction
industry. . Hary of the older workers became war casualties or were absorbed by
other machinery industries. OSince reactivation of the industry, this dearth
of skilled workers has continued to be a problem although it has been slleviated
to Bome extent by tralnees from trade schools and shop apprentices.

8. Are Specific Goals of the Fifth Five-Yeay Plan Realistic?

Tre aims of the Fifth Five-Year Plan for the construction equipment industry
appear to be over-ambltious. The “lan proposes (over 1950 production figures)
“to increase in five years the fleet of excavators Wy approximately 2.5 times,
scrapers and bulldozers by 3 to L times, and mobile cranes by L,5 times." If
production of &all categories of construstion equipment is kept in balance, it

is estimated that the total annual yroduction required will approximate 350,000
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tons by 1955 at the very minimum, in order to fulfill the Plan. It is highly

improbable that this goal can be attained

9, Limiting Factors Wilch Will Tend to Slow Industrial Growth in tho Future.
At the moment there is no apparent indication of a3 situation which would

tend to slow down future production of construction equipment. There continues

tobe a great demand for this type of equipment and in view of tha number and

sige of construction projects planned for the peried 1951-1955, the industry

should flourish., However, in the event of a world crisis, or the jmminence of

war, it is believed that some of the plants of the comstruciion equipment

industry would be among those converted to the production of war materiel.
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e. THE MOTOR VEHICLE AND TRACTOR INDUSTRY
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THE MOTOR VEHICLE AND TRACTOR INDUSIRY

1. Important Changes in the Industry.

At the close of WW II, the motor vehicle plants were under the Jurisdietion
of the Chief Administration of the Motor Vehicle Industry which was under the
Commissariat of Medium Machine Building. On 17 February 1946 this thief “dminis-
tration was rsised to the level of a Commissariat and one month later it wap re-
denignated ;a the Minietry of the Motor Vehicle Indusiry.

In speculating on the reason for giving ths motor vehiocle 1némt.r;r a more
axslted position in the Soviet cabinet, we believe that the high oriority placed
on ineressing the level of production and of quality of motor yehicles under the
postwar five year plan made it necessary to grant this indusiry more autonomy,
groater authority in the struggle for scarce msterisls and labor,

Tn August 1947, due to the poor showing of the iractor industry under the
Ministry of Agricultural Machinery, it was combined with the motor vehicle industry
in the Ministry of the Motor Vehicle and Tractor Industry.

Tt was logicsl %c combine the tractor industry in the same ministry with
the motor vehicle industry bocause both industries faced the same problems in the
postwar pericd, Furthermore, many subcontracting plants produced parts for both
tractors and vehiclaes, both for original equipment and for repairs.

There hmrt been no apparent sudden changss in production schedules or plans.
The models now in production were dssigned or developed during WW II and are
baged on long range planning for the needs of the Soviet economy.

The recent reduction of the Ministry of the Motor Vehicle and Tractor

Industry to a Maln Administration under the ¥inistry of Machine Bullding is
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considered evidence that the serious postwar problems of the industry have been
alleviated and the industry no longer nesds a special spokesman on the Council
of Miniateis.

2, The Major Problems Encountered in the Motor Vehicle and Tractor Industry.

The motor vehicle induatry faced great problems in the postwar pericd., It
was chargsd with introducing new modals in all plants, the first model changes
since serilous produstion wes first organized in 1932, It had to expand and

i/
modernize the five existing plants at Moscow, Goricd, Yaroslavl and Miass, It had

to baild five new plmt%/ and thro%/nsmbly plants, equip them and master the
pyodaction of new modale of vehicles, ad Ly 1950 the industry was required to
produce 500,000 vehicles per year, The industry was besst by many difficulties and
did not achieve its goals,

The tractor industry also faced great problems under ths fourth five year
plan, Thess were (1) to rebtuild the war damaged plants, (2) to expand the existing
plants, {3) to bulld new plants, (L) te prodice new, more efficient modsls of
tractors in a more complets family of horsepower sizes to fit every farming and
construction need, (5) to introduce Diesel power into as many modsls as practicable,

(6) to produce 112,000 tractors in 1950,

3. (Changes of Norms of Labor Production in the Motor Vehicle Industry.

a. The industry expanded greatly in the postwar period and in doing so it
had to traln many new workers, frsquently peasants. Further, technology has been
much improved thus making possible an increase in labor productivity and creating
training problemss The entire period since the war can be considered a period of

great effort to increass norms of work. The Soviet Press has given much publicity

%/ Two plants in Hoscow - 7IS and Moskvich.
ﬁ Minsk, Novesibirsek, Kutaisi, Dnepsrpetruvsk, Ulysnovsk.

Ivov, Irkutek, Odessa.
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to savings achieved by faster machining, improved meﬁhoch, rodern equipment
and the efforts of the individual workers and their brigades, This trend to
incroase norms, especially by technological improvements and workers innovae
tions msy bs expected to continue indefinitely in the motor vehicle industry.

b, The ministry recognizes the importance of properly setiing both
norms and wages and recognizes thst these two factors tegefther are the most
important lever for raising labvor efficiency.

c. In March 1948, Minister Akopov called for an incrsase in labor
efficiency of at least 17.5 percent during 1948. This may be considered an
indication of the desired increase in labor norms at that time. It certainly
is not an unreal aspiration in view of the quantities of inaxperiencéd labor
on which the expansion of the industry dependsd.

he Estimates of the Annual Velume of Production of the Principal Products

These eatimates are quoted from NIE-90 contribution). 25X1
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Thousands of Vehiclses

h. icontinued)

1945 1GLE  1Sk7  13LB 1948 1950 1951 1952

Trucks a4 118 1k 209 272 353 3%0 4o
Passenger Cars 1.1 L L 8.4 20 29 36 Lo
Tractors 7.6 13 27 54 B4 105 115 121

Iivergence from plan goals for 1950 are shown bolow:

Plan Actual (estimated)
Trucks 435,000 35:3,,000
Passenger cars 65,000 27,000
Tractors 112,000 106,000

S. Tha Major Causes of Arnual Incmasas in Production.

The annual increases in production since 19LS have not been mainly due
to new plant construction., Actually the major production at this time
(65% of tractors and 75% of the motor vehicles) is earried out in the srewsr
plants,

Probably the largest single cause of annual. increases has been the
technological improvement in the mamufacturing process, e.g., the ingtallation
of more highly productive equipment in existing plants. The inereasing
skill of labor reflected in a reduction of ,roduction rejects has been another
large factor, The older prewar plants have been expsnded somewhat and this ex-

of

pansion plus the construction/new postwar plants accounts for some of the annual

production increases,
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6. Batimated nnual Increases in Productivity and labor Fores in the

Industry Since 1945 ad the Causes.

These estimates of the sisze of the 1abor force have not been
attempted and the snalyst cannot devote sufficient time to such a large
project at this Lime,

We ean be sure that productivity has greatly incmgsad and that the
increase results chiefly from the training of labor and the insta;.lation
H

of labor sasving equipment.

7. Specific Difficulties Encountered in Fulfillment of Plan Goals Since 19L0,

The fourth five year plan for the preduction of motor vehicles md
tractors was not realized., At least one plant, liwoaibirsk, was probably
never built and has not been mentioned in the Soviet press sinee 1I946. This
plant was intended to produce 35,000 diesel powered trucks per year by 1750.
Tha motor vehiele plants at Ulyanovsk, Kubtalsi, Dniepropetrovsk and Minsk have
been very slow in coming into production, In fact therd is not yet sufficient
evidenee to prove that Kutaisi and Iniepropetrovsk are producing complete
vehicles without the help of subassemblies from the Z1S (lant in Moskow.

'ﬁxe new tracior plantSab Lipetsk and Minsk were slow in putting treir
new modslg into uroduetion. The existing plants ai Rubbsovsk, Viadimir and
Chelyabinsk were slow in increasing their output in the postwar period and
were much criticized in the press, HNevertheless, i;b appears that the tractor
plants have come closer to fulfilling the five ysar plan goals than have the

motor vehicle plants.

Approved For Release 2003/04[52%WP79T01049A000800140001-7
3



Approved For Release 2003/0§WP79T01 049A000800140001-7

In March 1948, 2 conferernce of the executives of the Minisiry of the
Motoy Vehicle ard Tractor Industry took place in Moscow. The conference
summed up the results of the first two years of the fourth five year plan and
found the results to bs unsetisfactory. A.A, Akopov, minister of this industry,
outlined the following steps which must be taken in order to fulfill the five year
plan in spite of the bad beginning.

{a) ©Sheortages in output and loss incurred in the course of the Iirst
two years of the five year plan must be covered to a considerable er&end-fm 1948,

{b) The output of major products in 1949 must be increased by at
least 60 to 70% in comparison to 1948, This meana that in 1949 at least B80-85%
of the new plants provided for must be in operation if the five ysar plan is to be
fulfilled. Particular attention must be devoted to completing plants which are
already in the process of construction.

{¢} The new postwar models must predominate :Lq production.

{d) A vital problem is to accelarate housing construction to correspond
with increasing plant capacity. This is censidered a decisive condition for
fulfillment of the 1%L% plan and the five year plen.

(e} Orders for new equipment must be fully jusiified; squipment on
hand must be gtrictly controlled snd new equipment must bs placed in operation
without delay. Moreower, the motor vehicle factories must bulld more of their
own equipment particularly the specialized types of forging, casting, machining
and materials handling machinery.

{£) Labor productivity amd quality of workmanship must be sharply

raised. Waste and scrap reductions, espscially in the foundry, can go far toward

increasing revenues.
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It therefors appears that in the baginning of 1548 a nrisis was racognized
to exist in regard to the fulfillment of the fourth five ysar plan in the mo;;cr
vehicle industry. This erisis was caused by fai lure to complste the new plant
constructions =nd old plant extensions on schedule, fdlure to provide housing
for the workers brought into new industrial areas, félure %o equip the existing
plants, fallure to use existing equipment efficiently, failure to raise labor
productivity and workmanship quality, failurs to introduce the new models into
production, and failure to achieve stesdy rhythmic production at the planned
rate,

The importance of steady rhythmical output should be emphasized. The
major plants dspend on specislty subcontractors for component parts, e.g.,
the Noginsk Fuel Apparatus Plant supplies Diesel fuel apparatus to the Lipetsk
Tractor Flant and in accordance with the plan is to ship a preseribed guantity
sach month. The Noginsk plamt owing %o its lack of steady rhythmic preduction,
achieved and shipped most of 1ts output in the last ten days of the month.

This practice caused tractors to pile up in the yard at Lipstsk awal ting fuel
apparatus, thus interrupting steady rhythmic vpmductien in that plant.

Noginsk was & viotim of the same problem, receiving essential materials
in the last ten days of each month, In fact, there 1s a visious cimcle of last
minute fulfillment throughout all Soviet industry from the sxtraction of ore

to the delivery of the finished major product 4o the CONnsuMNT,
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fiince plans do not provide for reserves, it ia all too common plaes for
assenbly lines to shut down for lack of some component or other. The success-
ful plant director is the one who is able %o acquire sn illegal maaﬁe of
eritical comjonents in order to absorb the fluctuation of his suppliers' shipoing
schedule and thus achieve a steady rhythm of producticn in his own plant.

8. The Fifth FivewYoar Plan-Pealistic or Unrealistic.

The f£ifth five year plan required that 19% more tractors and 207 more motor
vehicles be produced in 1959 than were produced in 1950, These modegt increases
are realizable and can be accomplished without any gxtension to the postwar
sxpanalen progrem which was to have been completed during the fourth five year plan,

The completion and equipping of the presently wnfinished plants together with
normal increasses in labor productivity in all plants will probably permlt the
gchisvement of the 1955 goals,

9» Idmiting Factors which will Slow the Growth of Industry.

It eppears from a xtnd;r of the goals of the fifth five year plan that the
rate of growth is decelerating at the present time, The minimum sstisfactory
gise of the industry is that sise which will allow annual production of enough
vehioles and tractors o increase the national pn-ks* at the same rate as the
_inerease in national requirements for these parks {taking into account both the
necessary amuel increments %o the paris and the replacsement of worn out vehiclep

and tractors).

¥ Tho Torm "parks” refers to the number of vehicles and tractors in use,
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The very large annual increasss in production in the poatwar period
have been necessary because the indusiry started from a negligible rate of
production to satisfy a tremendous deficit in the national park. Now (1953}
that a high rate of production has bsen established, compared to 19L5, very

small annual incraesses in production should be sufficient.
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PROJEGT 0,12

OO HACTINE ToOl, THDUSTRY
——

1. The nostune m‘htem of WIWZ of the Soviet machine tool industey
is one of steady and logieal developmert, Svidemos of shanges m produstion
LR e s Fian

m!‘m&;ﬂﬁaaxafmmmcémsiapmu spirse, T!wSmiau o8t a high
tut resschable production target for 1950 of 74,000 msshine % ols and production
‘ncreased consistently over the five yoar period umtil the target was et and
arparently exceedad.

e grestest change in the industry tc ooouyr during this perisd was the
veconveraion of maehine teol plants from military to ponos tine produstion.
inee there was o subetantial production of maghine tools during the smbire period
of the var, the reconversion problen of the machine tool induatry was not so
great as that of other maching bullding industyies which had totally converted
thelr fecdlities o silitary production. Thet it was a real roblse, however,
Lo evidenced by & 1716 plan Mlfillmert for the mschine tool industyy of only
937a Thie was the only nostumr vear in whieh the industry failed 4o ML11 the
yearly plans The meehine tool induatay, however, fared better than industry
a8 a whole wideh fulfilled the 1516 plan only 965,

In addition to the Fourth Five Year Plan poal of a 1980 mroduoticn of
74,000 machine tools, the Flan called for the developing of the sreduction of
wiltipurpose, speeial-purpose automatics and semiautomatio maghine tools for

a total produetion of 12,300 for the year 1950, Construction poals for the
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industey comprised the relinbilitation of 10 machine tool plante, the building
of iafe new plante for the oroduction of heawy machine tools and thrse plants
for the predustion of radtipurposs machine toole.

Thess vehabilltoted and new plants would prssmably be equdpped with
Hemntlad equisent Sron Jeraan factories; U.8. and Pritish mechinery yeselved
during the lagt phase of the lendeleass progras, and with machine tcols produced
dumestionlly durlng the first postuer yesrs. Several 79 reporte mention the
arvival of demantled Cerman machine tools at Soviet mocihiine tool plamts during
19LE and 1946,

#asivine tool produotion in 1I9LT increased SOF over 1566, an incroase
that can be atiribubed 4o the instellation of the equlprent memtlomsd above
plug the fact that two large plants at Daltrov and Fharkov rasswed full pro=
durtion Suring the yeays

A pogsible change in the meshine tool produstion schwdule may have
onouwred during 1519, Stmetine during that vear the Soviet Oovermment ingressed
118 plan for industrial producticn established for thet year and thisg ingveased
vlan vas mmm 1038« It is probable that thie change in plan applied to
the =eghine tool industry. An Lmproved profustion situstion for 19:9 wenld
serbainly be loplead inmsarch g the bulk of the plant recomtruction progran had
becn gorpleted by that tioe,

The Fifth Five Year Flan forecast & ¢honge In esphasiz in the machdne
tool indugtyy to produgtion of more spealalised types. o planned percentace
ingreassg were given for the general category of mashine tools. Instend the
olan salled for a 1950 production of large smchine toolw 2.6 times that of 1950,
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and of high rreecision machine tools 2 times thet of 1950, 1552 machine tool
praduotion inoreased only 3% over 1901, whish is s probable indiscation that
the sphagis on evenlalized types of tools had conslderebly slowmd the rate
of inoresse Ln vwoluwe of oulpubs
2, llo apparent lnsbxowtable problems have fecod the machine tood

industry sinee 1 Jemwary 1940, The industyy has eppavently had no difffedty
o obtalning spdlies of vaw materials or akilled lsbor, Producing one of the
tagle weans of production it has prebably been accorded a Migh pricrity for the
securing of ite materisl snd labor requirementsc. The probleus that 1t has had
gan e prowed in the following esteporiess

a. Completion of regonstrustion of dmmaged plants snd of the
new plwre scheduled in tiw Fourth Five Teer Plan. The Minsk and Ivamstorsh
Plante were #till under construction in the swwer and £al of 15L8, respeotively.
Another Mnsk plant did ot complete its reconstruction umtil 18L9. Construgtion
of the two new plants for heavy machine tools was comoleted within the plan
period Wt cnly near the end of 1ts Part cof the FKolomwna plant was in operation
by Cetober 19h9, wihile Ryazan began produstion in 1590,

Ly Producticn of new models, Sinoe 1518 the machine tool industry
has put into bateh and nmass production many new models of mashine tools embodying
advanosd technologicsl desipns, Introduction of new models requives reteoling,

yet this had 4o bo sceamplliehed without devressing the mte of ocutput, 7f Soviet
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reports of plan fulfllnent are correct, this tas: vas sccossfully earried
sute The indugtey was slso salled upon to desipn and preduce astematie tranpfoy
lines for auto, tractor and egricultural mach nery plants, as well as the
construstion of a fully aubtomatic plant for the produstion of subomehils pistons,
These taske vresented a formidable problem to the design and produstion engireers
in the industry. Judging by the absenoe of ariticiem of the machine tool
aindetyy in the press, thie procran was asperently emecuted on sohedule.
S« There is mo evallable informmation on changes in "Noms® of produgtion
1a the mechioe tool indusiry,
Le Emtimates of the snma) voluse «f produstion of mactine tools &ve
mresented in Aspendix “AY,
Se The walor swurces of the anmusl inereases in producticn within the
muetine ool industry arve as followst
8s Hsconstruetion of demaged plants, expansion of exlsting plants,
and construstion of new plants. These were equipped, as pointed out skove,
with new machine tools of d.mestie production, dlsmartled emuionent frox Corman
mlants (and to a lesser extent from Henshurian and Hunparian plants), and fron
UsGa and Dritish lende-lsase shismonts. Newly constructed plants, Leca:se they
got into production in the last jart of the Fowrth Plan period and in addition
produce ondy o saall woluse of complex machine tools, comtributed very 13itle to
increasss in the yolune of preduction,

b, Detter organizetion of production, In a musber of machine tool

plants durlny the postwar period production was organised on a flow 1ine basts,
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This lavpe soale vroduction was wmade poasible beoa.se of the stendardization
of modals and eopwonent parts, Flow line produstion, sssording to Soviet
writers, considerdlly inoressed the vate of output,

fo  Ho infoymetion is swallable on the labor force eczloved in the machine
ool dndustry, hende it iz lwosgible to detersine anveal incresses 1n the
labor foros. Mlthough it can be assumed thet lsber productivity incrossed
dus to betler organdsation of opodustion, there is no way of measuring the
amount of thie invreanse,

Yo The only vear in whileh {he mashina tcol industyry falled o Sdfild
ite plan was in 19L6, and this failure, as pointed out abowe, can be attributed
1o the dlffioulties of resonversion tc pesee time produoticn. The produstion
lang Lor the years 1547 thwough 199 were overfulfilled by u eomfortable merpin,
There were, therefore, mo superent difficulties during tiis pericd. The plans
fer 1950 and 1951 were each fulfilled 1007 but no move, Durdng this period
there wers a muber of eriticisss of individusl plamts in Soviet newspapers.
in Havah 1550 the Yegurevsk plant was severely oriticlsed; in Deesdbar the Chkelow
plant wag severely eriticized for failing te meet deliveries; the Novomibirsk
Fleant wag oriticizsed for unsatisfectory vesults. In Mareh 1951 the Leninerad
Avtonat plant ver oriticized for lagring srodustion; in September the Chkalow
plant was blasted again for failure to fUlfill the plan., Two Moseow plamts were
algo taken to task durlng the years In would therefore mpucar that the 1950 and
1951 plans were fulfilled only as the result of some strong sprodding fyoa sources

cutside ihe Mindstry, During the early part of 1552 at least five nlamts vere

Approved For Release 2@&/@}1REPA-RDP79T01049Aooosoo14ooo1-7



25X1

Approved —CH\-RDP79T01048A000800140001-7

dealt with sewerely by the newspapers, and the vearly plan wes Duliilled

L0058,
3y The goals of the FLfth Flve Year ilan deal only with incrosses in

the produostion of large and high precizion mashine tools, 3Sinae we do mot

boewt how magy of those twe mategories were yrodused in 1950; we camnot properly

ewalaate the simmilicance of the pereentage ingreases, Since five new plants

Lop produstion of heavy and speclal puroose machine tools wae goploted neay

the end of the Powrth Fiwe Tesr Flan, there is & conalderably increased ospactity

for the pyeduoticn of the types called for im the Fiftk plans so that substantial

nreduotion lnoresess acoear to be quite ressonakile.

e It can be expetted that for the next few ysars the Sovlet nagbine toel
indugtyy will be reaping the rewsrds of ite reconstruction and expsnglion progran
of the Pourth Five Year lan, The rate of increase in volump jroductiony however,
haz been on the deeline simve 1547, drepping to only 3¢ in 1952, With a current
rate of preduction of ower 00,000 unlts a yeay, 1t is only veascnable to expect
a lewlling off of the cutput of generel purposs maghing tools $o the point where
fotad. wlt produstion ney not Inoresse st all, or even decrenss, This would nob
ngeegoarily be & resudt of any liniting feotor bmi nerely beomuse the mschine
bl ldine industey mieht be adequately satisfled with the currvent rete of oublput.
Valug of cuiput, on the othar hand, oan be expected to inoreuss gieadily owing
to the sphasis on gpecialived machine fools during the FLfth Flve Yeay rlan,

and this inerease will probably oontime to the end of the 1985,
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USSR MAG{INE T00T, PRODUCTI N TNDEX APPENDIX A
VOLUME OF % THCREASE OF . % OF FULFILLMENT
FROUCTI'N  PRODUCTION OVER PRECEDING YR. 4F PLAN
TEAR (IN UNITS)  MAGHINE TODLS ALL INIUSTRY AGHIHE TOOLS ALL INDUSTRY
s 31,00 3 20 ~ 58 %
1947 47,800 50 22 108 103.5
1948 59,200 2h 27 106 106
19L9 70,500 19 20 102 103
1950 78,500 12 23 100 102
1951 81,400 ¥ 16 100 103.5
1952 83,642 3 " . 1005 101
€

Large, heavy and speclal-purpose machine tools only,
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ACRIGULT RAL MAGIDNE BUILDING

1. During the war, the agricultural machimery industry was mobilized
for the production of munitions. There was some reconversions to agricultwral
machinery befors the end of the war, ut, for the most part, reconversion did
not take place until 1945 and 15L6. In 1948 and 1949, there was s limited con-
version back to munitions in some plants. This conversion was by no means
as widespread as it was in the period jJust before the war. There are certain
nlants which have not ceased producing munitions since the war, though thelr
entire productive facilities are not so engaged. Kmmercus prigoner of war
reserts indicate that a complete conversion to munitions would be a relatively
simple matier, singe many plants retained the necessary machine tools in storage.

The major effort in the first years after the war was concenbrated on

the vroduction of the basic agricultural machines such as combines, plows,
threshing machines, seed drills, and cultivators. Since about 1950, there apoear
to have been increasses in production ¢f the sssller maciines for the mechanization
of nonefield fams tasks. The big change in the agricultural machinery indusbry
came in 19%2. Combine production decreased for the first time in the postwar
period, about 23 percent from 1951. This deerease appears +o have been the res:lt
of a change in plams, since planned production for 1951~1952 at 100,000 units was
only L0,000 more than the 1950 plan of 60,000 umits. Actual production for 1951~
1952 was 9h,000 units or 94 percent of plan.

2, The major problems of the agricultural machirery industry since 19ka

ares a) reconstruct war damaced plants while erecting a mumber of new plants;

SEGKes
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b} to expand production (ineluding spare parts) sufficiently %o replace

nachines lost or demeged during the war while expanding over-slil agriecultural
mechanization; ¢) %o mechanige more of the non-field types of fam tasks;
@) to improve the generally backward technology of the industry; and e) to
achieve all this while =till devoting a part of its facilities to mnitions
production.

3..5 There is insufficient informaticn available on the agricultural
machinery inmdustry to allow for a comment on changes in tporme? of production.

k., Unit production figures for the four main types of agricultural machines

for which estimates are available are given below {including plan figwes where

knowm) s
M"mm
ANy tom Tractor Tractor
Qombines Gombines Seed Drills mltimters
Tctual o Plan Kotaay Tiin I&ﬁi&f""‘mﬁa’n Acteal — Tian A
300 o 64,000 14700 900
1,350 2,000 0 11,900 ‘ 75100 15,300
2,800 7,000 280 700 23,800 32,000 19,800 30,000 32,100 37,000
1,100 25,000 3,700 53,300 30,000 11,700 67,000" 12,300 55,000
29,000 30,000 12,000 10,000 82,600 65,100 52,700
16,100 £0,000 23,000 123,500 110,000 126,306 83,300 99,800 82,300
5’3,9@03 25,000 139,600 135,300, 116,800,
11,000 100,000 21,000 139,600% 138,300% 116,800

*
THUD, 23 Jamary 1953 published figwres only for gombines. In the. absence of other informae

tionm, it is estimated that 1952 production of plows, sesd drilis, and cultivators reaained

at the 1951 level.
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Parcent of Flan

196 68

i9h7 ko ip 7h 65 87
19k8 58 &7 62 71
19Lg 97 120

1950 17 110 1k 171
1951)

1952} : 9

5. Probably the most jmportamt factors in imcreasing production in the
period 191i5-15L9 were the reconstruction of war damaged plants and the constructicn
of & mumber of new plents. The "reconstruction® pericd is reported tc have endad
in 1549, That a 1ot of work had been done in the agricultural machinery industry,
in spite of the siow rate of reconstruction, may be seen from the table for question
L in comparing 1947 production with 1951 production. Combings increased 13.9 tines,
selfw-propelled combines, 10.L times, tractor moldboard plows, 5.9 timea,.r tractor
seed drills, 7 tinmes, and tractor cultivators, 3.6 times, Since 1950, increases
in production hawe been due more to improwvememnts in technology, though much is
vet to be dome in this respect (see question 7 below), Foundry techniques have
been improved and conveyors for trangporting raw materials and finished machines
have been installed as have improwed models of machine tools. Production increases
in the postwar periocd might have been ewven greater had not certain plants devoted
a part of productive capacity to munditions instead of agricultural machineyy,

6. There is insufficient informstion ayzilable on the agricultural machinery
industry o make a comment on amnual ineresases in productivity and labor foree

in the industry since 1945,

Approved For Release zooSE@R{QZ\-RDPnTm049Aooosoo14ooo1-7



25X1

Approved For Rglease 2003/04/24 : CIA-RDPT9T010424000800140001-7

Te The specific difficuliies which have prevented plan fulfillment
since 1945 may be found in the Jamuary 1953 issue of Sel'khozmashina (The
Agricaltuoral ¥Machine), The diffieulties therein outlined are not specifically
ghated as those carrying over the eight year perioed, but mmerous press reporis
of the period testify that such is the case, The difficulties are: &) Un~
fulfillment of the Planm for labor and preduction cogts because of shortecomings
in the organization and setiing of norms; b) failure to institute shot blast
cleaning of castings, memfacture of machinery parts from high-strength iron,
and highsoeed cutting in ceriain plants as plannred; ¢ failure to exercise
sufficlent control over the observance of technological discipline in preduction
in many plants; d) violation of temms of acceptance of completed machines by
divisions of control of a mumber of plants; e) unsatisfactory degree of mechanization
of leading and unloading cperations in reil transport; f£) a high rejection rate
in production, perticulsrly for gray ivon castings; g} over-congumption ar
materials and & lowering of the owerall quality of materigis; and g) failure to
develop and put into producticn new {ypes of agrieultural machines at the planmed
rate, Though not mentioned in the above arlicle, an inadequate production of
spaye parts tlwoughout the postwar perdiod has prompled almost constant criticisam
czjf the industrys, The indusiry alse eriticizes other industries at times for not
supplying ab the proper time or in the proper amounts and quality the meterials and
components which have been ordered. Each of these difficulties has received more
emphasis at one time than another or has shared the limelight with other of the ‘

diffienlties. As mentioned in question 5 above, certain plants have been faced
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with the problem of achieving planned goals for agriculiural machinery while
devoting & porticn of thelr facilities to producing munitions.

8. Yo information on goals for the agricultural machinery industry were
published in the Iifth Five Year Plan,

9. There are two factors which probably will operate most effectively
to slow future industrial growth. The first in the slow rate at which
technological advancenents seem to be adopied in agricultural machinery plants
as cutlined in question 7 above, and the second is the production of munitions
in suech plants. Both of these factors are operating at the present time,
Technology is bound Yo improve with each year and thus inerease the production
potential, but the production of munitions is more likely to increase each
year also, If war should break out, the caspaign to improve ltechnology will
probably take a back ssat Yo munitions production., The large scale conversion
to munditions in the industry in 1938 was immediately reflected in the considerable

drop in the production of agrieultursl machinery.
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mfntﬁhution To 0ffice Project 0.12
8hip 2 From The BExd O World War JI To Date
Introductory rerurks -

1. cConsideration of the shipbuilding industry suwet include building
for the Maritime (ocean going) flaet, the River ficet, the Casplan flset,
the Pishing flset and the Ravy, Since the ghip repalr industry is so closely
integrated into the shipbuilding industry this endeavor should also bo
considereds

2. Since World War IT Russis has largely confined the use of her
naritine fleot to trade betweon native seaporis s velying almost entirely
upon an expanding Polish merchant marine for forelign commerces thus the
relatively swill acount of sldebuiiding effort devoted to the native merchand
marine. Those largze coastal shipyards which are eapable of bullding ogean
eing wesgels have been, since their relabilitation during the posb-uar
Fva~Year Plan period, engaged almost exclusively in the building and in the
maintenanca and repair of naval vessels. Even some of the larger inloand yards
have devotad thelr efford to fhe building of small combat and auxiliary naval
vasanle.,

3+ Increased activity in shipbuilding amd ship vepair for the river
fleat was recuired by the Fourth Five-Tear Plan. There are cenbinuing raports
of failure to meat planned goals in ghip repair for the river fleed.
Indleations are that mative tnilding, alded by Setcllite Duilding, roparations,
and trade agreement vessels may have met planned goals for the incrcase in
the slze of the river fleot. Exact, overll, zoals for the sonpsteuctiun of

3
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inisnd vesssels are not set forth in the Pifth Fiwg-Year Plan., However, the
requirerents of this Plan, insofar as they portain to cargo and passenger
heulage, indicats a contiming increass in construction which, with the aid
of trade agreerant vessels and reparations may possibly be met.

4o To date enly a peneral over-all study of the shipbnilding industry
of the LSSR has been made by this Braach. 1/ A detailed study of shipbuilding
for the River flset iz now in process. Ho production fipures or conclusions
heva besn determined as of the present.

5. The following comments are, therefore, based orn individusl, untested,
reports or on imoragsions gained from many reporis, rather than on detailed

atwdins. These comments are subjeet to revision as detalled studies are mads.

1/ ORR Project 35-51(WP), 20 Feb 1953

0
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A» Is At the end of World war IT many of the principal shipbullding
facilities were heavily damaged, This was particularly true of the larger
coastal yards in VWestern Russis. One of the goals of the Fourth Five-Year
Plan (1946-50), was the rebuilding and/or rehabilitation of the demaged and
previcusly evacuated yards. In gensral the rebuilding may be considered to
have been accomplished by 1949 or 1950 depending upon the extent of damage,
#lthough ascopding to our most recent information, some rebuilding is still
in process. In genorsl, the plan was to rebeild the facilities as they
had proviously existed, in many cases actually building on the old foundations,
4 few new shilpyards were plammed. Those k-own to have been comstructed were
minor building yards or repair yards.

Construction of merchant vessels during this pericd was largely
confined %o various types of vessels for the inland fleet. This construction
hag increased st a steady rate and there is no indieation of any radical
or unexpected changes in productions sehedules, albhough considerable erphesis
has been placed on cerdain btypes of bullding and conversion vork for Lhe
Yolza Don Canale.

In 1946 the Navy lost its independent status and became & part
of the Ministry of Armed Porces. Shortly after this mnification
Ade Yusashev, who advocated the modernization of existing large war ships
and the building of only small defensive units, was appoinded head of the
Navy. ¥is known policies were largely followed until 1949 when the first of
the Sverdlov class oruisers was laid down., During the perdiod of Yumashevtsg

leadsranip, however, there was underteken the Jarge submarine bullding program
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which has careiad through to the presert. This crndser bullding prosram
gppears o have inaungurated a new policy in the buillding of larger combatant
vaszels. There are other events which appear to confirs arn ovar-all change
in policy at this %ime evon thouph thelr sctual dates were not ooincldent.

In Pabruary 1950 an independsnt Naval Ministry wes sstablished. Although

it was not wnbil July 1951 that Vice Admiral Nikolay Kuznetsov wae appointed
¥avel Minister it was rumorad that he had been the gulding light in navel
affairs since 1°50. Yuseisov 1is ivown &5 an adwocate of building a large
offenaive navy. In 1950 Viacheslov A. ¥alyshev was appointed head of the
Shipbuilding Rinlstry which is chapged with the sotval construction of naval
vessels. The recent sppointment of Malyshev, in March 1953, a& Minister

of Transpord, corbining shilpbullding, transport machine building, heavy
machine bullding snd construction and road machine building into one ministry,
points out his estimated capabilitiss and further strengthens the probability
that a definite changs of plaus for naval constriotion was put into effect
gbout 1949,

2. Tha major Russian coastal shipyards have been ongagad almost
snbirely in the building and repairing of naval vessels, making it necessary
for the USSR to rely largely on purchase of merchant veassels from sbroad as
wall as for contracted repairs to the over apge sesw-going flset in forelgn
shipyards.

Idttls is known of any major problems encountered by the Soviets
4n the bailding of naval vessels. The way time of 131l months for the Sverdlov

EGRET
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¢lass crulsers 1s considered good and indicstes that there have besn no major
problems in connection with this mejor construction prograns For the past
seversl years the Soviets have had & ressarch and design progras under way

to develop a submarine utilizing the Walther cycle as developed by the Cernmans.
The employmont of many Gem spocieliste on this program way or may not
indicate a lack of Russien technolsgical ability.

In Jamary 1948, the river shipbwilding industry was faced with

cartain very definite problems. Listing of soma of thess problems inciude:

&+ Completion of restoration work ineugurated at the conclusion
of Wordd War II, while at the same time carrying on owrent
tasksg

bs Diversion of some capacity to the building of vessels for
the maritime flset (& prosumption based on past practice:
iseey during the First Five~Tear Plan approximately 127,000-hp
in five vessels a3 w8ll ag 16 barges with a eareying capacity
of 57,000 metric tong; during the Second Five-Year Plan period
10 vessels of 20,0L0-hp and a comparable mumber of barges.

¢+ The developrent of plans for the construction of new vossels,
a3 well as new equipments required in the construction of
such projects as the Volga-Don canal, the ¥ain Turkman Canal, atc.

ds The rebuilding of cadres of RANPOVEY ,

e» The obtaining of materials from plants mreviously geared
solely to war preduction and in process of conversion to

certain ltems of peactime use.
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¥hen it is established that the magnitude of transport services
required by theeconomy of the USSR is sscond cnly to that of the United States
{Soviet Economle Growth, p. 157), and that, within the framework of such service,
the inland waterways of the USSR are credited with hapdling from A=12% of
the totsl carrisge of all cargo and passenger tﬁx‘i‘ia, it i= appsrent that
the obtaining of bobtoms in which ﬁomul this traffie is of prime imporiance.
Virtually every water basin in the nation has been faced with the task of
ingsreasing its individual haulase, with incresscs ranging from SEBR a
relatively modest 10% on certain of the small rivers, to as much as H0F on
the vast complexes in the populous west. As a corrolary, the building of
new wessels and the repair of those vessels which had survived the war and,
which had, in the course of ths war, been virtually worn out, was an equally
dmportant task for the industery.

Obvicusly there was oreated the problem of designating certain
river shipyards to engage primarily in repair work. In addition there arose
the problem of obtaining sufficient sites for such work as more vessels wers
added %o the river leet. Hence, from 1940 until the present time thers arve,
in the Sovist press, continuing refersnces to the work of repair yards, in
contradistinction of the work of building yards, information concerning which
is more circumspect.

The net result of such circumspection has been sn increasing
ameont of inforsation from the Soviet press and perlodicals dealing wlih water
transportation on the subject of shiperepsiring. When the Soviat practise

of subjecting their vessels to what translates as ®capital overhanl,® ls

studief it 3g found to mesn the laying up of vessels so assigned for periocds
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ranging up to 88 long a5 five years and more. The facilities tied up by such
procedures are, of course, not available for new constractlon and, obviously,
one cannot help but wonder how rmch additional work is recaired to overcoms
the ravages of deterioration as the vessel walbts for repaiprs.

3« ¥e have only limited information as %o norns, and noe specific
information as to change in norms. It is doubtful that actual norms can
be established for the over-all shipbuilding and ship repair industry since
the production por worker wust vary couslderable depending upon the type of
vessal under construction or the twue of repair being performed and the type
nf/and facilities of the shinyard,

L. (a) Estimated 1/ Production of Herchant Vessels (Inelnding a1

types ¢ sises):

Yaar 1;909 GRT
1945 307
s 326
1okt 337
1948 347
19ke 356
1950 a6z
1951 370
1952 319
1953 388

(B) Esbtimated Production of Naval Vessels:

Year 1,000 8%d. Naval Displacemsnt Tons
ohs N

wh6 WA ®

1947 HA #

1918 HA &

i9h% HA @

1950 HA »

1951 MA %

1952 203,000 2/

1953 283,500 /.

\J
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5» The tonnage of ocean poing rerchant wesseis contained in the
foregoinz table, hi, is practically negligible, the great prepondorance being
in vessels for the Rivor floet.

lertain factors within the Soviet economy hawe reflected upon

the activities of the shipbuilders for the rivers. Among such factors are
an inerease in the expanss of navigable water ways, increased length of
haulg due to the complation of such projects as the Volga-lion Canal, as well
as the postwar vehabilitation and deapening of other canals and riverz. 4s
such developrents took place additional fields of grain or stands of timber,
for exampleo, have becoms available for morketing and hence there has evolved
a need for vesssls. Coupled with this need for service has besn an ingreased
eamphasis on the Lraining of psrasonnel for vork in the shipbuilding industry.
For exanpley ithe Jorkiy Instifute of Engineers for Water Trangport anticipates
greduating 269 specialists in 1953. (RT, 1 Jan 1953). In turn the Hoscow
River Technicum has, in the twenty-onec years of its existence gradusted
approximately 2,000 g;:aaialiats‘ This year the Technioum anticipates the
graduation of what is approximately an anmual quota, 98 spenialists.
(VT, 1k ¥ay 1953). Wnile not all these rraduates go into the ghipbuildicg
industry, the industry is augrented 'b;w,r a steady influx of tirsined personnel,
the net result of whieh is an inevitable incresse in productivity. While
the following figures ave as of 19k1, and hence way not be valid today, they
will indisate the extent to which treining was stressed in thag ysar., In

what was then the Poople's Commissariat of the River Flest, and hence the

SEGRET

Approved For Release 2003/04/24 : CIA-RDP79T01049A000800140001-7



Approved For Release 2003/04£%GRE‘FDP79T0104%000800140001-7

sdministrative contrel of virtually a1l shipyards buil iing for the river fleets,
a total of 7,000 persons were engaged in formal fraining courses, vhile 20,000
others ware in tachnical schools, undergoing Stakhanovite training and enrolled
in courses given by Masters of Secislist Lebor. {¥1841 State Plan," FOD Trans.
Now 291)« In that same year, 1941, it was aunticipated that snmal recruitment
for the River fleet would amount to 9,000 p rsons. {Ibid).
The repair and rehabilitation of the larger siipyards from

World War IT to sbout 1950 mads an increasing amount of shipbuilding facilities
available. This scouplsd with the emphasis on the importance of the Havy, in
1950, prineipally mccounts for the increases in naval shipbuilding although
there are meny secondary influences which have entered into incressed
productions Among these secondary causes may be included increaped training
of erginsers, techniclans and sicilled workers, improved machlnery and methods.

by The astmteé labor foree in the total shipbuilding and ship
repair industry for 1952 1s 312,000« Estimates for other yaars have not
teon made. 5o Ffar as sroduetivity of thal labor is concerned it is estimated
that the productivity within the shiptwilding industyy has kepl pace with
that of industry as a whole. Accordingly, in the period betsmen 1946~-1950,

produetivity incroase has been caleulated as:

Annual Productivityr 1/ 2/

Year Increase in % -

1947 13.0

1948 150

1949 13.0

1550 12.0

1951 10.0

1952 10.0 25X1
1953 8.0
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To some sxtent this incmeased prodvctivity is due to & viging
incidence of skill on the part of the workers. Too, improved methods of
production, such &s the introduction of sssembly line methods of production
in the Wuilding of 14¥0-hn passenger vessels, &s well as some degree of
standardisation as to types have aidad prodvctions.

7¢ ¥elther the 1545=1950 Plan nor the 1951-1955 Plan are specific

enough to srrive at over-all construction goals., The 19461950 goal for
increase in aizse of the River flset iz estimated to have been fuifilled.
Much of this incrpase is attributable ito =mcouisitions from abrosd. It is
possible that such agouisition was a partd of the Plane

The Pourth Five-Year Plan requirsd that *In 1950 the tonnage
of ships built shall be doubls the 1SLO figure.” Considering the construction
of merchant vessels only, this Plan goal wes not met. If, however, the
inornased naval buwilding is superimposed on the original Plan, 1t sppears
that the total shipbuilding Plan was met ‘onnagewise by diverting production
of merchant tomnege to production of naval tonnage. This reduced merchant
tormege was almost entirely at the expense of the large occan gzolng vessels,
production of which is estimated at only between O and 20,000 CRT by 1952.
The difficulty encountered insofar as the building of lerge merchant vessels
iz soncerned 1s primerily lack of shipbuilding facilitisa.

So far es the river shipbuilding industry is concerned no
speeific difficulties have been apparent in the attainment of Plan goals.
Repair, however, 1s another matter. Without atterpling to tabulate the

available material reported in the Sovist prees, mention cen be made, for
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exsmple, of affairs in ths Butakov Ship Repadr Yard in Jamary 1953, at
which tims vepalr of the self-propslled vessels assigned te the yurd was
545% behind scheduls, whils in the Ship Repair Yard imeni ¥olotov the lag
was 6458, {RT, 16 Jan 1953). Howsver, the Chardzhou Ship Repair Yard was
raported ag having falled to complete its 1952 plan for winter ropaisr of
the fleet assigred to 1%, as well as ite 1952 plon for capitel and restoration
repair and ehipbuilding. (BT, § Jan 1953}. This lagging behind eehedule
was rather gensral during the past winter and hag been attributed to
unsatisfectory organization, not only within the wurds themselves, but up
to and including certain of the Main Administrations of the Ministry. Vaste
snd delays still plague the shipbuilders and ship repairers. (RT, 2L Feb 1953).
8. ‘The published Plan for 1950-1955 glves production zoals for
only specific types of vessels and does not give an overeall goal. Construetion
for the River fleeb, which in 1950 accounted for e great majority of
merchant shipbuilding, is wentioned only as followss
"To increase the lawncthing of river passenger
boata by 2.6 times as compared with 1950.
Toe insure the building of river passenger and
freight vessals.”
In view of ths fragmentary nature of this plan, as published,
for merchant shipbuilding, per ss, we do oot bellsve that it can be called
nnrealistic.
Another parh of the Plan, that pertaingnio thoe construction

of new shipysrds and apecifieally the portlon of the Planrequiring the
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inereased capucity of ehip repair yards for sea~golng vessals by 1003 apoears
to ba guestionsble g2 to its probable fulfilirent. This cannot be evalusted,
hovevor, without knowing whether the Plan base includes those facilities now
engasod in nawal work or enly these minor yards or portlons of major yards
available for merchant vessel repairs.

9+ In gencral the growth of shipbuilding and of the ghipbullding
industry has contimued at & moderate, methodical pace singe the snd of
vorld War IT. There are & few excepiions, viz., the atiespted speed-up of
repalrs for vessels of the River fleets, the construction aﬁ.iraeconversion'
of vessels for the new Volga-Don. As far as can be learned by astusl
obaarvalion, nowever, the major gripyards are still mrkmf on a one shift
basis. Research, the tralning of shipbuilders and the expansion of facilitles
appear Lo be progressing at such = rate that the growth of the industry +111
“entinue. Thers are no known factors which will limit this growth in the

forageeabls future.
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