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LI PART I: GLNERAL

;pi;p@pgyggg: The last six months in Eastern Europe have seen

- the continuance of Moscow's drive to consolidate
the Soviet bloec, to strengthen its ideological
unity, and to reinforce- Sov1et hegemony over
it;

- the accelerated socialisation of. the Satellites,
the régimes of which are tightening their hold .
over the peoples.

_ 2. These two processes each show features of special,
interest consequent upon

- the upheavals of 1956 in Hungary and Poiand;

- the special position of Yugoslevia: a Communist
power but not a Satellite:

For Moscow, and in varying degreesfor cach of the Satellite .
régimes, a compleXx series of problems arises from these factors.
The current jargon labels as “revisionism“ any aspect of policy
or doctrine inconvenient to Moscow's authority or to that of the
Satellite régimes. In this campaign ageinst revisionism, Moscow
has had the- suppo*t of Communist China.

3. "Revisionism'", and particularly the theories of
the Yugoslav Communists as expressed in their new party programme
adopted at Ljubljana in iAnril, were the targets of 2 widespread
propeganda offensive. The execution of Nagy, ilaleter, and their
colleagues was a challenge to the Yugoslavs and a sharp warning
to any potentlal dissident elements in the bloc, especially in
Poland. o

ﬁ. The Cominform has not been reactivated, but a
monthly journal, intended to assure the doctrinal unity of the
international Gommunist movement, began publication in August.
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5. Although the USSR last summer withdrew all its armed
forces from Rumenia and reduced the number of its troops stationed
in Hungary, Khrushchev has made it clear that he would not hesitate
to reintroduce Soviet troops into the Satellites to maintain Commun -
ist régimes in-power whenever they were threatencd from within or
outside. At the i/arsaw Pact mcéeting 'in: loscow in May, it was announc-
ed that Satellite armed forces would Pe reduced by 119,000 men.
Both this measure and tﬁé'withQrawal of Soviet troops may well have °
been. motivated by economic and military considerations, but in any .
event they served a propaganda purpose. ' - bR
6, ilthough the commitments of the members of the Warsaw. .. ..
Pact do not extend to the Fer East, in September all the bloc
governments published declarations of solidarity with Communist
Chinaa K
7. The Satcllite régimes are agaein displaying greater ~
severity. A more intransigent attitude is developing towards- the -~
Church, and intellectuals have been warned that they may be called

- on to support the régime more actively. Party purges have taken-

place in several countries.

8. In the campaign against Yugoslavia touched off by the

_ Ljubljana programmec, Moscow's fulminations were for a time eclipsed

by those of Communist China. These attacks were accompanied by
economic pressure, notably the cancellation of a joint Soviet and

EBast German credit for Yugoslavia's aluminium industry. By resort-

ing to punitive economic measures -against a recalcitrant Yugoslavia
Moscow accepted the risk of unfavourably impressing the uncommitted
world and of deéstroying the myth of "Soviet economic aid without
strings". The fact that Khrushchev was willing to face this cal-
culated risk shows his preoccupation with Tito's heresy. However,

- trade relations between Yugoslavia and the bloc persist. In Moscow

there seems to be at present a tendency to refrain from exacerbat-
ing the quarrel. ! :
9. Gomulka's public comment on the Yugoslav issue- came
later than that of the rest of the bloc. In a speech at Danzig
on June 28th he gave the Yugoslavs credit for good intentionse.
But in a speech in Moscow on Fovember 10th, Gomulka attacked
Yugoslav.policy, saying that the blame for the present situation
lay entirely with the Yugoslavs. The November talks in Moscow
produced a still closer public alignment of the two countries’
foreign policies, especially in regard to East-West relations, the
Gergan question, and Yugoslavia.

- 10, The USSR continues to regard tke maintenance of the
Communist régime in the Soviet Zone of Germany as fundamental to
its position in Europe. Khrushchev's announcement on November 10th,
concerning Soviet intentions to hand over the Pankow functions )
performed by Soviet occupation authorities in Berlin, was designed
inter alia to enhance the prestige and authority of the "DDR" and
to manoeuvre the Western Powers into recognising it.
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11. Satellite economic policies reflectcd the harder line
adopted in the political field. Although the priority given to in-
vestment in.heavy industry has not been. re—-established to pre-1956
levels, therc was a tendency to:raisc-production targets and to
allocate larger shares of the national incomes to investment. .
Gradual improvements in living conditions continucd, but the rate of
improvement- tended to level off. Industrial prodactlon on the whole
rose apprecciably, although in some countries there werc short-falls
in key sectors.' In agriculture, the grain crop was generally less
than last: year's, but the output of animal products tended to
increase.

12, The drive to socialise the economy and especially agricult -
ure continued in the more orthodox 8atellites. In Poland and Hungary
on the other hand, peasants and artisans were not subjected to
strong pressure to join co-operatives. In the Soviet Zone, Poland
and Czechoslovakia, the governments to some extent decentralised.
the economic administration to increase its efficiency and reduce
the power of the bureaucratic machine. .

13. The USSR intensified its efforts to consolidate intra-bloc
economic ties. After the mceting of CEMA (COMECON) in May, negotia-—
tions were held to define fields cof specialisation for each Satellite,
as well as to lay the basis for co-ordinating forcign trade up to
the end of 1965. A number of large joint investment projects are to
be undertaken. . :

14. These efforts at bloc economic intcgration still meet with
difficulties, but thcy have already had some cifect on the pattern
of Satcllite foreign trade. Intra-bloc trade has risen considerably,
whereas the trade between the Satellites and the free world is
increasing much more slowly.

15. During the period under rcview, most of the Satellite
régimes have demonstrated some increase in confidence and control.
Therec has, however, been no diminution in the basic hatred of
Comaunist rule and Russian overlordship pervading the peoples of
the arca. A flexible Soviet policy, which can isolate Tito, prefer
an Ulbricht Dbut 51nu1taneously accept a Gomulka, may well prove
more profitable for the USSR in Lastern uurope than earlier Stalln—
ist policies.

- PART II: COUNTRY STUDIES

YUGOSIAVIA'S RELATIONS WITH THE SOVIET BLOC

16. . The April Yugoslav Party Congress with its heretical
"revisionist" party programme precipitated a sharp deterioration
in Belgrade's relations with the bloc. The Yugoslav Party Programme,
which strongly challengcd the Soviet ideological monopoly and criti-
ciscd the policy of reliance on blocs, was qguickly and vehemently
attacked by both Moscow and Peking because of its implications for
intcrnal and external policy. The remaining bloc countries Jjoined
in the attacks, with Albania and Bulgaria voicing the most virulent
criticism, and Poland at. first remaining as discreet as possible
on the.subject. '
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17. Despite initial bloc assertions that the dispute should
be confined to the ideological arena, governmental relations were
soon affected, . Soviet developmental credits totalling #2444 million
were cancelled, the Yugoslav ambassador to Peking was snubbed on
his departurs, and the Chinese Communists instituted a boycott of
Yugoslav transit .ports and ships for their trade with Eastern
Europe. In addition Sofia again raised the question of Macedonia,
and Tirana that of Albgnian minorities in Yugoslavia, '

18, Titoist Yugoslavia, faithful to its policy of independ-~
ence and national sovereignity, was not. able to accept the concept
of Soviet hegemony over the Bloc inherent in the November 1956 Moscow
Declaration of the 12 parties. Nevertheless, in many reéspects,
Yugoslavia's foreign policy is.still in line with that of USSR,
though she intends in all circumstances to keep her freedom of
judgment and decision. Without in any way.abandoning-her
hostility to colonialism and the "bloc policy", Yugoslavia would
nevertheless like to maintain good relations with the Western : ‘l’
powers taken individually, - ' -

19, While there have sdbse@ﬁently been some signs of lessened
tension (e.g. Soviet agreement, after some .delay, to ship 200,000

“tons of wheat to Yugoslavia), neither side apparently intends to
- compromise on its basic attitude.

. 20, -To offset the deterioration in h@s~relat;ons with the
bloc, Tito has tried to strengthen his political ties with
"neutralist" countries, as well as economic ties with the West,
There are indications that Tito's visits to Asian and African
countries have caused some annoyance in Moscow and especially in
Peking. : i _ .

POLAND .
21, The joint declaration of November 1l0th, 1958, issued :
after the Khrushchev-Gomulka meeting, reaffirmed the principle ‘.D

of Polish.solidarity with the bloec, previously shown in Poland's
signature of the 12-party declaration of November, 1957,

22. Gomulka's condemnation of Imre Nagy as a rcvisionist
(although not as a traitor), and his joining in the attack on
Yugoslav. "revisionism" represent a closer alignment of the Polish
and Soviet positions although significant differences of :
formulation and of emphasis .remain,

. 23, During his visit to the USSR, Gomulka vigorously
accused the Americans of inciting the "revengeful" elements in
the German Federal Republic to press their claims to the "lost
territories". He also supported the Soviet plans for revising
the status of Berlin, - -
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24, The rcvival of the Rapacki Plan is a move agreed between
Warsaw and Moscow. This move may reflect the continued desire of
the Poles to improve their national security and to play a réle in
international affairs., The Poles may not have welcomed the use made
of the Plan. But what is certain is that tho plan tends to promote
Soviet policies on dlsarmamedt Germeny and-European security, and
has already served thc bloc's propaganda purposes.

25 In spite of its increased stress on bloc solidarity,
Poland maintains more actﬂve relations with Yugoslavia than does
any other satellite. The régime also continues its efrorts to expand
its contacts with the West. At present Poland is actively seeking
membership in GATT and sounding out ‘the pOSSlblllby of rejoining
IR and IBPD

26. During the porlod under review there have .been signs of o
tightening up in Poland's intermal affairs, e.g. the curtailment
of the powers of Workers' Councils and of the right to strlﬂe, and
1ncreqsed censorshlp. : )

27 Thochnrch together with the pGaSﬂnuPJ, remains the maln
obstacle to the hogemony of the Communist party in Poland. The '
Church-State agreement of December, 1956, remains in force znd there
continues to be no reason. to believe either side wishes to renounce
it. There are, however, certain elements on cach side which regard
the prescnt balance as unfavourable and which press for further
gains. Under these circumstances friection of the sort which has
plagued Church—statorrolatlors in recent months (e.g. the raid-on
the Jasnd Gora monastery and the question of religious education
in the schools), is likely to continue but also to stop ‘short of
open rupture. '

28. Freedom of the press is at present very limited. All
criticism of Soviet policy has disappeeared from the Polish press.
Even frecdom to remain silent has been caliled into question by
Mr. Gomulka, though as yet only indirectly, by hints. Polish writers
do not appear, however, to fear a return to the excesses of the
Stalin period, at least for the moment.

29, Although the process of "liberalisation" has been reversed,
Poland has not relapsed into a totalitarian state in which everyone
lives in constant terror of the polltlcql police.

30;[ The convoning, after many adJournments, of the Third
Congress of the Polish Unitcd Workers Party for next March, indicates
that control and unity of the party are now sufficiently re-eatab-
lished' to ensurc support for the party's policies, and the Congress
itself mey be expected to give greatcr strength and drle to the
party and to consolidate Gomulka's position. Gomulka's visit to
Moscow is likely to have improved his position vis-a-vis the
Netolin ("Stalinist") elements.
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31. After a pause of two years imposed by the need to restore
order in industrial production which had been disorganized by the
frequent disproportion between investment requircments and capebil-.
ities, Mr. Gomulka has recently announced that progress towards -
Socialism would recommence in the course of the second five-year
plan 1961-65. The new.five-year plan provides for a stepped-up
rate of development Tor heavy versus light industry, but this is
not expectcd to causc a re¢turn to the severe disproportions between
their respective rates of development which prevailed during
1950~-53, There are indications that the share of national.income
allotted to. consumption will incrcase, but at a lower raté than
has been the case since 195L. ' .

32, TIndustrial production will increasc by about 10% in 1958.
As regards agriculturec, the harvest this year was almost equal to
the record of last year, while the output of meat and dairy products
has sharply increased. ' ' ¢

33, . Poland's economic situation neverthcless remains precarious.
Among the problems which the government must solve is the unsatis-
factory balance of payments, the irnsAdequate level of investment,
the rapid inercase in thie popueiaticon and latent disconlent among
the workers.. Poland remains economically dependent on the USSR and
this dependence has been accentuated by the decreasing demand in
Western Burope for the coal and meat that Poland exports to this- -

3L, In spite of prevailing gencral apathy and continuing
dissatisfaction of workers with the current wage-price relation-
ship, the desperate housing shortage, and the inadequacy’ of con-
sumer goods, labour discipline appears somewhat improved, being
reflected in '‘a decline of absenteeism. :

35. The Polish Government remains cautious in applying its
social policies. Although it has repeated its intention of collect--
ivising all land eventually, it has not put. pressure on the farmers

"to join collective Tfarms and has confirmed that it proposes to

abolish compulsory deliverics of agricultural products.

THE SOVIET OGCUPIED ZONE OF GERMANY

_ 36. Moscow recognises the strength of the continuing popular
opposition to the Communist régime and is morc fearful of its con-
sequences here than clsewhere in the bloc. For this reason, as well
as for the purposes of its gencral European policy, it rcgards the
presence of substantial Soviet forces in the Zone as essential.

© 37. During the past six months, the East Zoné :égimc“cﬁrriéd
out major structural and personnel changes within the party, the
state apparatus; and economic and educational institutions. '
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.38, In the religious field, the Zone-régime launched a major .
campaign ageinst the Evangelical Church, ostensibly for having
endorscd the remilitarisation of the Federal Republic. This is an.
unprecedented threat to the unity ofthe‘uvangellcal Church in

Germ any. -

39. The flow of rcfugces to the West, largely canalis ed
through Berlin, continues to be a major preoccupation of the.
régime. As compared with previous years, the flow included.a . .
higher proportion of teachers, students =and above all doctors. As
a result, the régime  took measurcs, with some apparent success,
te rcassure doctors in the Zone that they and their children
would not be subject to unduly irksome treatment.

LO. The Communist leaders and their Soviet masters are mak-
ing a considerable effort to provide the bagis for an increase in
the standard of living in the Zone. The USSR has agrecd to relieve
the Zone of further occupation costs which amounted to 600 million.
eastern DM in 1958. Certain economic concessions have been mede to-
the population, In May,:rationing ended at last, thanks in part
to incrcased imports of foodstuffs from the USSR. Measures were
taken (changes in- wage levels, taxation, etc.) designed to leave
intect, or to improve, the cconomic situation of industrial
workers, while penellslng private enterprise and the. earnbrs of
larger incomes. -

4l1. The Zone has been since 1957 the principal trading part-
ner of the USSR. A Soviet-EBast Zone trade cgreement in July provid-
ed for incrcased Soviet deliveries of foodstuffs and raw materials
in return for machinery and chemical products. There have also been
reports of considerable Soviect credits for 1959 for the development
of industry in the Zone. An oil refinery is to be built in the
Soviet Zone, and a pipeline constructed from Baku to Frankfurt—on-
the-0Oder. Increascd supplies. of raw materials from the USSR enabled
the wégime to avoid undertaking certain costly end unprofitable
investments in the basic industries. All these measures have, how-
ever, so far, made little impact, and there has not becen much

. -improvement in living standards.

42. The Pankow régime continued its efforts to increase its
international prestige and status, notably through economic relat-
ions, e.g. trade agreements with Irag, Ghana and Guinea. However,
its attempts to obtain diplomatic recognition from the non-Commun-—
ist world have met with no success.-

L43. Pankow has been ohe of the most enthusiastic supporters .
among the Batellites of the economic, political and SOClal integrat-
ion of the entire Sino-Soviet world.

HUNGARY

Lhy, The végime continued, with minimum publicity, to imprison
or execute persons connected with the 1956 revolt. In addition to
the execution of Imrc 1Tagy and his companions, another member of
Nagy's government, Istvan Bibo, was rcported to have been given,
in August, a long prison sentence. On the second anniversary of the
revolt strict security measures werc taken.

K alia : NATO SECRET
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uﬁ Thcro arc still signs of non~co—opcrqt10n on the part of
writers, lawycrs and other intellectuals, ¥#Writers continue to con-
fine themselves to non-political historical works. However, three
writers, after suiteble self-abasement, had their sentences of
imprisonment "suspended". A widespread purgc of the legal profession
is in progress, including the disbarment of all lawyers mot prepared
to. co—operata fully with the réglme. .

hé " Strong pressure continues to be put on the Churches. _
Certain prelates have been forced to ebendon their: functions, among

them arc Luthecran and one Catholic bishop. Others have had to~

accept "'progressive" priests among their closest collaborators.
Last: October, the govermment rcfused to. give Cardinal Nlndszenty -
who is still at the United States Legetion- .permission to 'go to

“Rome to participate in the election of the Pope.

'47. The first elections since the uprlslng of 1956 were. held
on November 16th - 18 months after they were. legally due. Some of
those elected werc not previously known as Communists but will un-
doubtedly toe the party linc. That the elections were held at all
was. evidence of the rdégime's confidence in the ability to control
both the Hungarian people and the outcome of the ballots. But great
efforts were made in an attcmpt to show that the régime enjoyed
massive support and that this was freely given, Indeed the main
aim was to convince the outside world that further ”1nterference

. in Hungarlan affalrs would bu ungustlfled.

L4L8. The reconstituted Hungarian Socialist Workers' (Communist)
Party continues to be plagued-chiefly by the prevalence of faction-
al strife and by its inability to organize rcliable local cadres.
The party's size - 410,000 at last official report (August 1958)
is less an index of genulnu_strengtn than a reflection of the in-
discriminate recruitment campaign since.the 1956 revolt. The ex-
tremists in the leadership appear to be gaining in strength and.
confldence. Kadar secms for the time being to continue to enjoy -
Khrushchev's support. He probably also has a con51derable follow1ng
in the middle: ranks of the party.

U49. The government secms to have thought it wiser not to reduce
consumption for the benefit of the balance of payments and capital-
investment, and not to' go ahead with its policy of socialisation
in agrlculturc and small business. Compulsory-deliveries of agri-
cultural products have not been resumed and the profit-sharing scheme
for the workers, introduced after the revolution of October,1956,
has been continued. In 1ndustry, the modest objectives of 1958 Wlll
no doubt be recached. As regards agriculture, however, the harvest-
has been bad and grain imports will probably be necessary., S

CZECHOSLOVAKIA

50. Czechoslovakia, considered the most stable and prosperous
Batellite, continues to play its accustomed rdle as one of the most
loyal. and trusted members of the bloc.

NATO SECRET , -8~
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51. The bleventh Perty Congress in June announced that almost
all of the country's agriculture would be collectivised by 1960,
industrial production nearly doubled by 1565, and agricultural out—
put increased by 40O% by 1965. A new central committee and Politburo
were elccted, including Jiri Henrych, the party ideologist, and
Pavel David, a Slovak leader. The latter appointment suggests an
effort to placate: natlonallst feelings in Slovakia.

: 52. The reglme th tightened its control over the armed forces,
the Union of Czechoslovak Youth and the intellectuals, and stiffer
sentences have been mcted out for social crimes such as hooliganism,
theft, etc. A limited economic decentralisation, ostensibly aimed

at increasing efficiency, was uscd to get rid of &1l persons pre-—
sumed to be unsympathctic or hostile because of their class origins:;
or past behaviour. :

: 53&_ The economy continues to function relatively satisfact-
orily. The standard of living, though leaving much to be desired,
continues to rise steadily. It is higher than elsewhere in the bloc.
Czechoslovakia is the only Satellite that has not received any
large- scale economic assistance from the USSR. .

54. Czechoslovakis is also one of the principal proponents
of the economic integration of the members of the bloc and has
entered into a number of specialisation agreements with its neigh-
bours. .It has expanded its trade with China and continues to be one
of the most. so0lid supports of the Soviet economic drive in the
under-developed. countries. '

RUMANTA

55. Rumanla s rulers have spent the 1ast year, and partlcularly
the last several months in a house-cleaning campaign. Sincé the
removal of two Politburo members in mid-1957, four alternate Polit-
buro members, regional and local 0ff1c1als, and many ordinary party
mcmbors have been purged.

56, Harsher policies wecre applied in several fields. A decree
of July 21st introduced a number of scvere and arbitrary penalties
into the Penal Code: e.g. the death sentence for contacting foreign-
ers with a view to "engaging the state .in a declaration of neutrality"
and stricter penalties for the distribution of forbidden publicat-
ions and for wviolence and threats against officials. Attacks were

~made on "liberal judges" and ”bourgeois—minded” laywers were dis-

barred. The ®égimc repeatedly threatened writers, artists, and -
others for straying from the party line. Repressive measures ageinst
the Churches were¢ taken and priests arrested,.

57. Several thousand Jews were allowed to leave Rumania for
Isreel. In September pressurc was put on hundreds of foreign nation-
als -to take Rumanian citizénship or to leave the country. Both
measures may have been dve to the pdgime's nervousness about
security.
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58, To some extent, Rumania has increcased its cultural and
economic contacts with the West. Rumanian officiels continue to
stress their desire for trade with non-bloc countries and some
sticcess has been achieved in this field.

BULGARIA |
59. The Seventh Congress of the party was held in June;'the

. Xeynote being anti-rcvisionism. The directives then issued have

led to the strengthening of party discipline and the intensification
of ideological and party action among the masses. Curbs on intellect-
uals have continued. liconomic and administrative measurecs have been
taken to step up the drive against corruption and waste. Even the
death penalty is envisaged under certain circumstances. The control
exerciscd over those responsible for administration at all levels

has been reinforced.

60.- Changes in the Council of Ministers included the replace-
ment of General Panchevski, the Minister of Defence, following
eriticism of political indoctrination work in the armed forces.
Chervenkov  relinguished the Ministry of Bducation, but retained - -
the Deputy Premiership, and probably continues to play a key rodle

- behind the scenes.

61, Bulgaria continues to lead the Satellites in the field

- of collecctivisation and is currently proceeéding to regroup the co-

operatives into large territorial units with particular emphasis
on the crecation of large units: 92% of -the arable land is now
collectivised. In the field of industrial production, the govern-
ment has ambitious plans: the five-year plan has become a three-
year plan and the targets set for 1962 are now sect for 1960.

62, Bulgaria's economy is being integrated morc and more
with that of the Soviet bloc and of the USSR in particular, the
trend being for Bulgaria to specialise in the production of ores,
tobacco, wine and consumer goods. © 3

63. The quarrel between Yugoslavia and Bulgaria, apart from
its ideological aspect, has assumed a special character now that
Sofia has once more raised the Macedonian question.

ALBANTA

6li, Purges have taken place in the higher ranks of the police
and Army, the effect of which is rcported to be the elimination of
certain people who maintained relations with the "Titoists" condemn-
ed in 1956. Yugoslav families havc been deported from the Tirana
arca. Albenia has participated with special enthusiasm in the cam-
paign against Yugoslav revisionism. The leaders have raised the
question of the Albanian minorities of Montenegroj of Kosmet..and of
Macedonia.

65, The number of Soviet advisers seems to have increased
particularly in industrial enterprises.
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66. The policy of forced collectivisation is being pursued
in agriculture and nearly 80 of the arable land is now socialised.
In industry, the main effort is being directed at the development
of national mineral resources, especially oil. The government has
taken certain steps to improve the living condition of the people,
particularly by lowering prices, but the standard of living remains
very low.

67. The system of comnunications between Albania and the
other countries of thc Soviet bloc is being developed: Tirana is
now an important aerial junction between the Soviet bloc countries
and the Midd > Bast...Albania has been allotted an active rdle
in contacts between the Soviet hloec and the loslem world.

68. The Albanian Government has protested to the Italian
Government against the siting of launching ramps in Itz2ly and has
announced that similar installations will be constructﬁd in Albanian
territory.

69. Some normalsiation of reclations with the free world has
teken place, e.g. rc-establishment of diplomatic rclations with
Turkey and memborship of UNESCO. Nevcrtheless, of the countries
of Dastern Burope, Albania remains the one most cut off, and the
one in which the Gommunlst ﬂéglme has maintained a partlcularly
"Stalinist" atmosphere.

(Signed) C.A.B., SHUCKBURTH
Chairman
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