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LCONOMIC DEVELOPMENT OF THE COMMUNIST COUNTRILS OF
EUROPE

INTRODUCTION

1. The slowdown in economic growth which in the USSR
started in 1968 spread last year to all COMECON countries,
and the outlook for 1970 seems hardly more favourable, This
general trend, which 1is brought out in Western estimates and
confirmed by official data from Communist sources, does not
apply equally to each country. Whereas in Poland and the
Soviet Union results in 1969 were especially disappointing,
in East Germany on the other hand a relatively satisfactory
rate of growth has been maintained. The less-developed
COMECON members (Bulgaria and Rumania) made the most rapid
progress but nevertheless also slowed down somewhat,

2. There are several reasons for this loss of impetus.
In & number of Europcan Communist countries including the USSR,
unfavourable climatic conditions had a serious impact on ’
agricultural production, and despite increasing industriali-
sation, agriculture still plays a decisive r8le in the economic
development of most of these countries. ’

3. Moreover, what is rathcr more serious, the
industrial sectors as a whole have over the last few years
shown themselves increasingly less capable of maintaining
the rate of growth which prevailed up to 1967 thus drawing
attention to the growing difficulty which centrally
controlled economies have in coping with their problems.
Hitherto thec Communist countries have relied on massive inputs
of labour and capital to ensure rapid growth, There is now less
surplus labour, and investment is bccoming less effective. Hence-
forward the task must be to make most efficient use of resourcecs,

L. Generally spcaking the Communist countrics hove been
stressing the nced to improve thec system of central planning
and management, but following the USSR they scem unwilling to
face the political consequences of really pursuing their
economic rcforms in the sense of delegating decision-making
to the entcrprises and introducing market mechanisms., Since
the invasion of Czechoslovakia economic reforms in CONECON
countries as a whole have been marking time.

5. The rise in the standard of living in the Zuropcan
Communist countries has been affectcd by the general slow
down in economic growth, On the other hand, military expendi ture
of the East Duropean countries, os notified in their official
budgets, has risen faster than national income, and in the USSR
continues to absorb an important shore of resources.
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6. Trade of the European Communist countries as a whole
scarcely amounts to one-tenth of world trade and over the
last two years this proportion has tended to decline.
Nevertheless, the keen interest shown in Western capital
equipment has not flagged and Bast/West trade probably grew
about 12% in 1969. This figure must be seen in context: the
volume of trade concerned is fairly modest relative to that
of the Western partners, and none of the basic factors which
hinder thc development of this trade has so far been climincted.

7. The Communist countries generally and the USSR in
particular are now faced with making serious economic
decisions as they have to work out ncw Five-Year Plans for
the period 1971-1975. The decisions taken by the Sovict luaders
will also determine the course taken by COMECON countrics as a
whole,
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A, RECENT TCONOMIC DEVELOPMENTS

.(é) General Trends

8. According to official statistics, the Sovict Union,
whose net material product(l) had risen 8% in 1966 and 8.&. in
1967, had a lower growth of 7,5% in 1968 and 6.0% in 1969. The
1970 plan envisages an increase of 6,3%. The countries of
Eastern Europe together which, according to Communist sources,
had registercd an increase of 7.9% in 1966, showed ratcs of growth
of 6.2% in 1967, 7.0% in 1968 and 5.4% in 1969, The 1970 plans
envisage an increase of 5.8% for the area as a whole. According
to Western estimates, the growth in the Soviet national product
in 1969 (calculated in Western tcrms) was less than 5¢ and thot
of the othcer countries of Eastern Europe about L.5:.

9. The gross national product of the United 3tatcs in
constant priccs rose 4.8% in 1968 and 2,8% in 1969, thot of
Canada 4.8% in each of the two years, but the NATO European
countries as a whole enjoyed a much faster growth: 5.0% in 1968
and 7.0% in 19569, The GNP of the Soviet Union still amounts to -
less than half that of the United Statecs and is about the same
as that of the six Common Market countries. Moreover, in view
of the large population of the Sovict Union, any comparison with
Western countrics in terms of national income per person is
bound to be still more unfavourable to the Soviet Union,

10, Within the Communist camp, the Soviet Union easily
maintained its economic preponderance with a national product
amounting to three quarters of the total output of the “arsaw
Pact countries, Poland which in respect of GNP is second in
this group has a GNP one-tenth that of the Soviet Union., Never-
theless, as recgards national income per head, the Soviet Union
is wcll bchind Eastern Germany and Czechoslovakia and, at the
present ratcs of growth, it seems unlikely that she will catch
them up in the course of the present decade,

11. The rates of growth in the Communist countries have
once again varied very much, ranging between 3,5% for Poland to
7.7% for Bulgaria (official figures for 1969), Generally
speaking the cconomically less developed countries (Bulgaria
and Rumania) have advanced faster then the more industrialised
(Eastern Germany and Czechoslovakia) although thc differences
in the rate of growth have tended to be less marked over the
last two years,.

12, The annual fluctuations in the rates of gro:th and the
differences between countries bring out the importance of the
part which agriculture continues to play in the general economic
development of most of the Communist countries. The vear 1969

(1) The socialist concept of net material product differs from
the Western concept of national product, mainly in that
the value of most services is excluded,
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was distinctly less favourable for agriculture in the Soviet
Union as well as in ccrtain countries of Eastern BEurope. However,
the persistent slowing down in the rate of growth of industrial
output over the last few years, and which continued in 1969 in
most Communist countries (except Poland and East Germany), is
probably  the main conccrn of the Communist leaders. Indecd, as
this loss of impetus cannot be explained by a fall off in demand,
it points to the malfunctioning of the existing economic systecm.

(p) Agriculturc

13, After two consecutive very good yecars, agricultural
output in the Communist countries of Europe as a whole has hardly
progressed since 1967. The fall in output in the Soviet Union in
1969 (=3.2%), in the Soviet Occupied Zone of Germany (-6,0%) and
in Poland (-4.7%) correspond morc or less to the increases made
in 1968. On the other hand, the increases made in 1969 in
Rumania (+4.8%) and in Bulgaria (+2.4%) only made up, by and
large, for the setbacks of the previous yecar. Indeed, it is only
in Czechoslovakia and Hungary that the rates of growth over the
last few years correspond to the long-term rates noted in these
countries (2.5% and 2.7% per year respectively)e.

1}, The disappointing results in 1969 were largely due to
atmospheric conditions which, in different degrees, affected all
the Communist countries except Hungary. The earlier investment
efforts, the increased use of fertilisers and the selective use
of secd have, nevertheless, helped to reduce the effect of bad
climatic conditions on crop production, On the other hand, there
was little progress in animal husbandry, The number of
cattle has beecn declining over the last threce or four years in
most of the Communist countries including the USSR and, although
yields have been rising, supplies are inadequate in view of the
increascd demand for meat and dsiry products, :

15, PFactors common to most of these countries are
inflexibility of planning, backwardness in and slow development,
of mechanisation, and the inability of the svster to mobilice
the efforts of the peasantry, with its lack of training and
its ageing labour force, I1n consequence, there is very slow
progress in modernising the agricultural sector, which is
indispensable if needs both quantative and qualitative, are to
be met. Relative to other countries such as the US and Canada,
which use extcnsive mcthods in agriculture, the Soviet Union is
backward. Very much more labour is used for smaller yields.
Supplies remain inadequate, whereas in Western countries the
problem is really how to dispose of surplus produce,
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(c) Industry

16, Over the last three years industrial growth has
gradually slowed down in the Communist countries,.,. According to
official sources the rate of growth of gross industrial output
in the region as a whole was 9.6% in 1967, 8.6% in 1968 and
7.1% in 1969, This slow down was less marked in the countries
of Eastern Europe where in 1969 the rate was 7.5% as against
8.4% in 1967. In the Soviet Union, on the other hand, the
slow down-was more rapid. Its rate of growth of gross indusuiial
output which was 10% in 1967 was 8.1% in 1968 and 7.0% in 1¢69.
In point of fact these results were below those envisaged by
planners who had fixed a target of 7.3% for industrial growth
in the Scviet Union in 1969 and of 8,1% in the countries of
Lastern Europe. Two COMECON members do not conform to this
trend, Soviet-occupied Zone of Germany and Poland, where planned
targets were realised and even surpassed. The countries in
course of industrialisation, Rumania and RBulgaria, continued to
mark more rapid rates of growth than the other Communist countries
(+10% in 41969). The least satisfactory industrial results,
particularly relative to plan, are those of Czechoslovakia
(1969 plan 7.2% achieved 5.2%) and Hungary (1969 plan 6.0,
achieved 3.0%).

17. The reasons for this slow down are various and dirfer
from country to country. Generally speaking it appears that
industrial production has suffered from a series of bottlenecks.
as regards supply of fuel, electric power and raw materials,
Climatic conditions, on the other hand, slowed down building
and transport and their effect on agriculture was followed by
repercussions in certain industrial sectors. In the Communist
countries as a whole the leaders continued to be worried by the
over-bong delays between the decision to set up new industrial
capacities and their coming into use. In the past the
development of industrial production was based on regular supplies
of new labour. More recently there has been a decrease in the
influx of labour to the industrial sectors., Communist authorities
are everywhere faced with the problem of making better usc of
résources available, It is now a question of increasing
production intensively rather than extensively. However, the
Communist countries’ as a whole growth in productivity has not
reached the level envisaged in the plans and cven fell
in 1969 in Bulgaria and Hungary.

18, The slow down in the rate of growth of industrial
production is particularly marked in Hungary, CzechoslovcKkia
and the Soviet Union. In Hungary it would appear to be
essentially a temporary phenomenon the result of the difficulty
which industry has in adjusting itsclf to the c¢conomic reforms.,
In Czechoslovakia the unsatisfactory industrial results are the
result of the gencral apathy whieh has affected the populcotion
since the Soviet occupation., On the practical level the main
industrial branches are suffering from the lack of supplies
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which prevents them from mecting the demand of various sectors,
In the Sovict Union the results obtained in 1966 and 1967 were
mainly due to the usec of the reserves available in industry
when the reforms started, Since then labour productivity has
not risen as fast as was envisaged in the plan.

(a) Investments

19. Economic progress in the Communist countrics has
traditionally been based on massive investment, which has . .
tended to grow faster than the national income, This process
has continued over the last fcw yecars and the pecrcentage of
national incomc invested has, on the whole, been greater than
in Western countries., This trcend has been particularly marked
over the last four years in the Soviet-occupied Zonc of JFecrmany,
in Poland and in Rumania. In the Sovict Union the sha.c of
national incomc devoted to investment which was alrcady very
high has rcmained at about thc same level,

20, The economic reforms which have been applied in

the Communist countries 21l tend towards & certain dceccentralisation

in investment. The investment funds left at the disposal of
entcerprises have grown and the role of bank credits has
incrcascd which hos meant o diminution in direct budget
financing in the form of subsidies which had been onc of the
characteristics of the regime., It appcars that tuesec mcasurcs
are beginning to have a favoursble influence on the
rclationship between capital and output in which there sccms to
havec becn some improvement in a certain number of countrics
particularly Czechoslovakia, Sovict-occupied Zone of Germany
and Hungary. On the other hand, in the case of the Soviet Union
there arc growing difficulties in exploiting new resources of
raw materials owing to the distance from the industrial centres
and to difficult climatic conditions. On the whole investment
yield scoms lower than in the West and the problem of
distribution of resources continues to be one of the major
rrcoccupations of the planncrs,

9.

(¢) Decfence cxpenditure

21. According to the official defence budget, military
expenditurc of the countrics of Bastern Europe has apparently
incrcasced in 1969 faster than the ncotional income of thesec
countrics. This trend should not be so marked in 1970.

A8 rcgards the Sovict Union the derence budget in 1970 is

only 1% cbove that of 1969 which was dout 6% higher than

in 1968. Thcsc official figurcs, however, do not give a clesr
picturc of total military cxpenditure nor of its trend,
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22, According to Wcestern cstimates which seek to take
into account military expenditure accounted for in the budgct
under hcadings 'Other than derence' the Soviet Union in 1969,
might have dcvoted &% to 9% of its GI'P to military ecxpenditure.
This figurc has probebly not altcred in the course of the last
two yecars. On thc other hand, it is not out of thec question
that thc Sovict Union may have dcmanded increased efforts on
the part of its Warsaw Pact allies, In most of these countrics
military cxpenditure has probably riscn more rapidly and moy
have rcachcd in 1969, say 5% to 53% of GNP in Poland, the
Sovict-occupied Zone of Germany and Czechoslovakia, aobout
L.5% in Hungary and Rumania snd a slightly lower figure in
Bulgaria, These estimates can only be considercd approximate
in view of the difficulty of -evaluating real militaory
expenditure cnd the gross naotional product of the Communist
countries,

(f) Living Standards

23. The slow down in cconomic growth in generzl and
of agriculture, in particular, has had a decisive effect on
the development of living standards. On the whole output has
not been sufficient to mect the rising demand and various
shortages in consumer goods, have been noted in most countrics,
causing rises in prices which are unusual for the centrally
controlled countries, Housing conditions still rcmain
inadequate snd the five-year targets will probably not bc mct;
in Czcchoslovakia and in the USSR ncw housing in 1969 was only
about 80% of what was envisaged for the yecar. Morcover,
despite certain progress achieved in services, these still
fall short of satisfying the most elementary dcmands,

24, Although nomincl wages have riscn in most
Communist countrics more rapidly than was expected, 2 tendency
particularly marked in Czechoslovakia, Hungary and Poland,
the risc in the cost of living has mopped up a large part of
the increase in weges, In Bulgario ond Rumania the rise in
real wages has bocn much slower than previously and this slow
down is also opparent in the Sovict Union. 1In practically all
the Communist countrics inflationary tendencies are much more
cvident than in the past. In Czechoslovakia in particular
inflotion was more open in 41969 and ot the moment is thce mcin
concern of the Authoritics, In most of the other countrics
as in the USSR excess purchasing powecr not absorbed by thc
market has brought ocbout a faster increasc in savings.

B. ECONOMTC REFORMS

(a) Gencral Trends

25, Thcre has becen a slow down in the introduction of new
measurcs in most of the East Buropean countries and attempts at
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decentralisation and at making planning more flexible have been
half-hearted. Most of the East Turopean countries have tended
to take greater account of the attitude of the Soviet leaders
as to their policy in this respect. In the Soviet Union itself
the present trend is towards delay if not towards a less
flexible attitude., Moreover, the threats of inflation are not
such as to encourage relaxation of control by the central
authorities.

(p) Countries of Eastern Europe

26, The setback relative to earlier tendencies is most
evident in Czechoslovakia where measures previously envisaged
particularly those concerning the introduction of three types
of prices (authoritatively fixed, fluctuating within upper
and lower limits, completely free), while not being rescinded
have in effect been made inoperative by other measuies.

It appears that the leaders are resorting to controls in
practically every sphere.

27. At the moment Hungary is the leading country as
regards efforts to free the system of planning and administrative
management from its too great rigidity. In particular the
system of price fixing based on the Czechoslovak ezample has
been adopted. No new departure has been tried out in the
course of the last year and the Authorities will use
ingtruments such as taxation, credit, rate of interest, price
and wage policy with prudence and after prior consultation
with the other Communist countries especially the USTR.

28, In Poland, as in Hungary, growing importancec has
been given to the role of banks and also to sclf-financing
by enterprises, The prescent trend is more towards a rationali-
sation of central planning than towards decentralisation,

29, The fairly satisfactory results obtained in the
Soviet Occupicd Zone of Germany in recent years are not

prompting the leaders to devclop and go further in thc¢ economic
eforms which have been progrecssively developed sincc 19563,
Up to now efforts have been mainly concerned with administrative
decentralisation and simplifying the planning systecm. In these
respects thec Last Germans have lead the way. Howcver, freedom
of decision at enterprise level and the introduction of certain
aspects of the market economy arc not much in evidence except
28 rcgards commercial relations with abroad., At the present
moment no change in the direction of e conomic reforms as
envisaged and applied in East Germany seems likely., The central
organs whose Job it is to fix prices have becen trying to take
into account both costs of production and world prices.
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30. Up to now Rumania has taken relatively little part
in discussions about economic reforms, The possibilities of
growth due essentially to abundant labour and to the lcvel of
economic development which could be much improved have induced
Rumania merely to aim at improving the efficiency of the system
of planning and management which has remained very authoritarian,

31, Bulgaria is above all anxious to conform to the.
attitude adopted by the Soviets. The bold ideas put forward in
April 1966 and which were partly inspired by Czechoslovak
concepts as regards price fixing have been ébandoned. A scheme
has recently been adopted which aims with the support of the
Soviet Union, at setting up a model of centralised economic
programming with the aid of computers which, if successful,
could be used as an example by the other Communist countries,

(¢) Soviet Union

32, The Soviet leaders who are asbout to produce their new
five year plan in 1971-1975 scem to be faced vith a number of
fundamental options and do not yet appear to have made their
final dcecisions, The economic reforms which were zcdopted in
September 1965 have now been applied to all major industrial
enterpriscs, After making possible some spectacular results
over the years 1966-1967 they now seem unable to infuse a new
dynamism into the economy. The economic results of thc¢ past
year have given rise to severe criticism but it does not-secm
that the Soviet Union has in mind any important development
in the reforms applied so far. The leaders are aware of the
need to harness initiative at enterprise level which would
ensurc thc adoption of new technology and the elimination of
waste of resources arnd the inefficient use of labour. :
Nevertheless, they arc not ready to accept the logic of this
situation which points towards a systcm less directly controlled
from the centre, :

C. FOREIGN TRADE

(a) Forcign trade general tronds

33, The total trade turnover of all the Europcan
Communist countries has over these last two ycars incrcased
more rapidly (8,6% in 1968, 9.5% in 1969) than thcir national
product, Thesc rates are still lowcr than those of world trade
as a whole, The importance of forcign trade in the Communist
world is very different from one country to another: whcreas
it is very slight in the Soviet Union, given the vast arca of thc
country and thc size of its resources, foreign trade rclative
to GNP is much more important in the countries of Bastcrn
Europe, Thus, although the total of thec national products of
these countrics is LO% below that of Soviet GNP the value of
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their imports has been more than 50% greater than that of Soviet
imports,.

34, Over the last few yecars, trade with the non-Communist
world has accounted for about one-third of Soviet trade and
about 30% of that of all East European countries., Rumania,
however, is an exceptior here since its trade with non-Communist
countrics is more than half its total. Contrary to the trend
noted during the two previous years (1967-1968) trade between
Europcan Communist countries in 1969 developed more slowly than
with the rest of the world. DNevertheless, trade between COMECON
membcer countries continues to account for by far the greatest
part of the trade of the Europecan Communist countries.

35. The growth in trade in 41969 is due essentially to the
rapid development of trade of the Soviet Occupied Zone, Hungary
and Poland. In 1969, there was an increase of 9.8% in the trade
of all East European countrics as against 9% for the Soviet
Union. The lowest rate achieved was by Bulgaria, which was due
primarily to thc fall off in imports. Czechoslovakia which in
1968 had had an exceptionally rapid increase in imports devoted
its main effort in 1969 to the expansion of exports,

(v) East/West Trade

36. Communist countries are increasingly aware that the
technological gap which separates them from the countries of
Western Europe and North America has been getting larger. This
consideration has incrcased their interest for Western capital
goods. Over the last two ycars the Soviet Union and Czecho-
slovakia have led the Communist countries in expanding their
imports of Western origin (slmost 20% per year of the two years).
Rumania which in 4967 had imported massive guantities of Western
products and capital has since found it necessary to balance its .
trade with non-Communist Europe by reducing somewhat its imports
and attempting without great success to develop its e »jorts.

37. The European Communist countries purchases in the West
were stimulated by the possibility of obtaining large commercial
credits. In 1969 they received #1,42;.9million new export credits,
of which 66% was of a duration of more than 5 years. Although
reimbursements on earlier credits also rose, the total amount
of outstanding credits grew considerably, in particular, in the
case of the USSR (+39.8%), Czechoslovakia (+44.8%) and the
Soviet Ocaupied Zonc of Germany (+41.9%).

38. Total trade between Western Europe and COMECON
qouptrles probably grew some 412% during 1969. But as growth
}n imports was about the same as for cxports the balance of
trade of Communist countries as a whole remains largely unfavour-
able. The deficit in 41969 could be sbout #4000 million, The
Problem of supplying industrizl products which could interest
ﬂestern countries still remains unsolved and the bad harvests
in most of the Communist countries in 1 969 did nothing to help
the export of agricultural products., The expansion
of trade between East and West European countries seems to be
causing little concern to the Soviet Union insofar as the latter
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PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

-

- 13 - NATO UNCLASSIFIED

hag reinforced the control over the foreign trade of the other
Communist countries and insofar as this expansion does not
call into question the share of trade going to other Communist
countriese.

(¢) Economic Relations with Developing Countries

39, Commercial relations between the Third Worldand

the European Communist countries which had developed modestly :
over the years 1966-1968 improved in 4969, In the earlier years
the main effort had been in the export to the developing
countries of capital equipment supported by development credits,
The more rapid development of trade in 41 969 (about 10%) was due
largely to increased imports (13%) by the Communist countries of
products from developing regions. '

40, The fact remains, however, that both as regards trade
and aid the role played by Communist countries is small compared
with that of VWestern countries: 4% of Third World trade is done
with the European Communist countries and economic aid granted
by them scarcely s=mounts to 5% of the official aid granted by
Western countries. The Communist countries seek to make good
this weakness by concentrating their efforts on a small number
of countries where they can have a greater economic impact then
the general figures would lead one to suppose. Deliveries of
arms and military equipment, mainly from the USSR, to a small
nupber.of countries, most.of.which belong to the Arab World,
exceed in value deliveries intended to promote economic develop-
mente Military aid is unquestionably one of the most disquiet-
ing aspects of relations between Communist and developing
countries.

(d) _._.omic  claotions Between the Countries of’qutern'Europe

41, Within the Communist camp trade expansion is greatly
hampered by the exclusivély bilateral character of this trade
and the non-convertibility of Communist currencies. FIFor more
than twenty years the Council of Mutual Economic Assistance
(COMECON) has been looking for asolution to this fundamental
problem, hitherto without much success. Trade arrangements

- continue to be made within the framework of the five~year plans

and are formalised at the beginning of each year. Settlement
of commercial balances is effected through the clearing. Despite
all efforts there hem. been iittle progress made towards mulit-
lateralisation and studies envisaging a limited currency
convertibility are .once more on the agenda although the chances
of success do not appear to be much greater than in the past.
It should be noted that in this respect the Communist regimes
have shown themselves less able to cope with divergencies in
national interest than the countries of the Common Market., The
eeonomic preponderance of the USSR as well as the new doctrine
of limited sovereigncy go far to explain why certain East
European countries are loath to increase the role of COMECON-

L2, During the 23rd session of COMECON, held in Moscow
in April 1969, little real progress seems to have been made but
it wes dscided to seek means of improving the system of payment
and to set up an investment bank alongside the one already
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existing in order to finance common projects requiring porticularly
large investment. The guestion of what prices to usc in intcr-
COKECON trade was not entircly solvcd in the way the Soviet
Union would have wished but it was decided that as a general
rule 'modificd world prices', as obtaining in the period 1960-
1964, should constitute the staorting point in negotiations
between partncrs. PFinally stress was laid on the part which
COIECON should play in five-ycar plans and in the¢ longer-tc.m,
Morecovcr, intirested countrigs could undertcke joint planning

or set up orgens common to scveral countries concerned with
industry, scicencc amd technology and the foreign tradc aspcct

of certain manufacturing industries. Certain East Europcon
countries (Poland and Hungary) declarcd themselves in favour

of strcngthcning COMECON but the reasons for this attitude wcrc
different or even contradictory. Thc Soviet Union avpears to
have adopted o walt-and-see attitudc in face of the problcms
which cfforts to increcasc the ¢fficiency of COMECON hcve created.

L3, A ncw mceting of COMECON has bccen announced for
13th and 4L4th NMay, 1970, the agcnda of which will probably
include thc setting up of the Investment Bank which was decided
in principlc in April 1969. Despite the publicity which
might surround this occasion, it secems that little in the way of
practical rcsults can be cxpected in the ncar futurc,

D. CONCLUSIONS

Ly, On thc cve of the new five=year plan period (1971-1975)
the Buropcan Communist countrics arc faced with scrious .
economic problcms, In the Sovict Union, the falling industrial
growth ratc has given rise to criticism at a moment when the
economic roforms scem to have run out of steam. In
Czechoslovokia the major problem is inflation., In Eastcrn

- Germany the leaders are concerncd with the inclastic supply

of labour. Hungary is faced with the nced to improvc ropidly
labour productivity. Bulgaria has just run into secrious
difficultics in agriculture, Poland is suffering from over-
investment and may have to face lobour problcms. In Rumania the
persistent deficit in its trade bolance with Western countrics
and its indebtedness to them constitute one of its major problcms.
It scoms likely that economic growth in -the Europcan Communist
countrics will decline furthcr in 1970. .

L5, The efficacy of the¢ ncw cconomic efforts in thesc
countrics which should be implied in the new five-ycar plans ncw
being preparcd will depend cssentially on the economic policy
which the Sovict Union will adopt. Generally speaking, it sccms
there will bce a tendency to more authoritarian attitudcs and to
what the Communists call 'social discipline’. It is, however,
doubtful whether, in the long-run, such expedients will resolve
the internal problems which the Communist system is facing.
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