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· Soviet . Union 

WILL'IAM F . MARTIN W F /VJ 

Soviet Bloc Economic and Financial. Situation 
Update f:27 

· COMECON countr:ies, have jointly condemned • the Versailles. · 
Swnrnit de_cision to tighten trade credits (Tab A) ,. ·_,kef 

. -- Soviet Premier Tikhanov ·has admitted that economic 
pres.sure from · the West, labor . shortages, higher energy costs 
and the. third bad harvest in a row ~ve made the past year 
difficul·t for the USSR (Tab B) • (21 . 

. . . 

-- The outlook for French sales .of equipment to the -USSR 

I 

has turned bleak. Under the new consensus credit rates, France_~ 
cannot offer a credit line acceptable to the Soviets (Tab C). (..r,n 
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LI MIT ED OFF ICIAL USE BUDAPEST 3363 
E. O. 12065: N/A 
TAGS: HU , ECON, PEPR 
SU BJECT: COMECO N COMMUN IQ UE CO NDEMNS VERSAILLES DECISI ON 

1. THE COMMUNI QUE IS SUED AT THE ENO OF THIS 1/EEK ' S 36TH 
SESSION OF CoHECoN IN BUDAPEST COND EM NS TH E VERSAILL ES SUMMIT 
~CISION 10 I IGHI EI\ l~AOE eREBIT3 AND ECONofljC:RELATIONS 111TH 
_£!:MA §TAHS. THE COME CON MEMBERS AL SO CONDEMNED IIESTERN 
SAN CTIONS AGAINST THE SOVIET UNION ANO POL AND. THE 
COMMUNI QUE DESCR IBES THIS ECONOMIC PRESSURE AS A VIOLATION 
OF THE UN CHA RTER AND THE HELSINKI FINAL ACT. THE COMMUNI ­
QUE HAKE S A SPECIAL PO INT OF REJE CT ING 1/ESTERN INTERFEREN CE 
IN THE INT ERN AL AFFAIRS OF POLAND AND STATES THAT THE COHECON 
MEMBERS \/I LL CONT INUE TO EXTEND MULT I-FACETED ASSISTANC E TO 
POL AND . 

2. THE COMMUNI QUE STRESSES TH E NE ED FOR FURTHER ECONOMIC IN­
TEGRAT ION AMONG ME MBER STATES ANO SAYS THAT COMECON REVIEIIEO 
ANO APPROV ED THE PROGRAM OF COORDINATION OF PLANS FOR IN DIV I­
DU AL ECONOMI ES FOR THE 19 86-1990 PLA N PERI OD . SEVERAL AGR EE­
MENTS I/ERE •EPORTEOL Y REACHED DURING TH E SESSION, INCLUD ING: 
--GE NERAL AGR EEME NTS ON DE VELOPMENT AND APP L !CATI ON OF MICRO ­
PROCE SS OR TE CHNOLOGY; 
--COOPER ATI ON IN OsGANIZING PRODUCTION OF INDUSTRIAL ROBOTS; 
--JO INT RESEARCH ~NO DE VELOPMENT IN PRODUCTION OF ADVANC ED 
AUTOMATED ELECiRONI C MACH IN E ANO INSTR UMENT SYSTEMS; 
--AN AGRE EME NT ON SPEC IALI ZATION OF PRODUCTION OF MIC RO­
ELECTRON IC COMPONENTS FOR COMPUTER ENGINEERING; AN D 
--COOPERAT ION IN THE PRODUCT ION OF COLOR TELEVISION SETS. 
THE COMMUNIQUE ALSO EMP HASIZES TH E NEED TO CONSERVE ENERGY AN O 
TO COOPERATE FURTHER ON NUCL EAR ENERGY PRODUCTION. 

3. COMMENT : WESTERN JOURNALISTS I/H O HAVE BEE N COV ERING 
THE BUDAPEST ME ETINGS HAVE BEEN FRUSTRATED IN TH EIR ATTEMPTS 

TO DEVELOP HORE DETAIL ON TH E COMECON DELIBERATIONS. ALL 
INTERVIEII REQU ESTS HAVE BEEN TURNED 001/N ANO ONLY OPENING 
ANO CLOSING SESSIONS \/ERE OPEN TO THE PRESS . THE OVE R­
RIDING THEME OF THE PUBLIC STATEMENTS AND T.HE COMMUNIQU E 
IS THrRE-:IE-CttOl'I-OF \IE STERN ECONOMIC PRESSUR E AND TH E 

Tlji STRONG EMPHASIS ON PROGR ESS 
--~Cu_-ELE CtRONICS ANO ROBOT S (\IHICH HAS BEEN HEAVI LY 
PUBLICIZED IN THE HUNGARIAN MEDIA) SEEMS DESIGNED TO DEMON­
STRAT E THAT COHECON CAN DEVELOP ITS 01/N TECHNOLOGICAL 
CAPABILITIE S. JOURNALI STS \IE SPOKE 111TH \/ERE UN ABL E TO 
OBTAIN ANY HARO INF ORMAT ION ON THE RE SPONS E TO JARUZELSKl' S 
APPEAL FOR HORE AI D OR THE IMPAC T OF REDUCED SOV IE T OIL 
SUPPLI ES . SEVERAL HOPED THAT TH E JUNE 11 PRESS CONFERENCE 
BY SOVI ET COMECON CHAIRMAN FAODAY EV HIGHT SALVAG E WHAT MANY 
DEEM SOMETHING OF A LOST WEEK IN BUDAPEST. 

4. ONE JOURNALIS T TOLD US HIS OVERRIDING IMPR ESSION OF THE 
CON FERENCE I/AS THE ISOLATION OF THE HUNGARIAN DELEGATION IN 
URGING CON TINUING ECON OMIC TIES 11 1TH THE \/ES T. I/HI LE THE 
FINAL COM MU NIQUE ENDO RS ES CON TINU ED ECON OMIC LI NKS ON THE 
BASIS OF MUTUAL ADVA NTAGE, THE JOU RNAL I ST SAID THE HUN G AR I ANS 
SEEME D TO BE CLEARLY ON THE DEFENSIVE AT THIS MEETING IN TH E 
FACE OF PRESSURE FOR TURNING INIIAR O. THE JOURNALIST CITED CONTRAST 
IN TH E FINAL SPEECHES OF HUNGARIAN PRIME MINISTER LAZAR, \/H O ONCE 
AGAIN REITERAT ED HUNGARY ' S DESIRE TO MAINTAIN TRADE LINKS , 
ANO GDR PRIME MINISTER STDPH, I/HO I/ILL CHAIR THE NE XT CEMA 
MINISTERIAL ANO \/HO RE PORTE DLY BARELY MENTIONED CO NT INU ED 
TIES 111TH TH E \/EST IN HIS FINAL STATEMENT. 
BERG OLD 
BT 
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LIMI TED OFFIC IAL US E SECT ION 01 OF 112 MOSCO\/ 07087 
BRUSSELS ALSO FOR USEC 
PARIS ALSO FOR USOECD 
E. 0. 12065: N/ A 
TAGS: CENA, ECON, PEPR, PR OP, UR 
SUBJECT: TIKH ONOV SPEECH AT CEMA MEETING. 
REF.: BUDAPEST 3206 (N OTALl 

1. SUMMARY: SOVIET PREMIER TIKHONOV, SPEAKING TO J 
\ 

THE CEMA MEETING IN BUDAPEST , HAS ADMITTED THAT 
"OBJ ECTIVE FACTORS," - ECONOMIC PRESSURE FR OM THE 
\/EST, LABOR SHORTAGES, HIGHER ENERGY COSTS AND THE 
THIRD BAD HARVEST IN A ROIi - MADE THE PAST YEAR 
DIFFICULT FOR THE U.S.S.R. BUT HE PROPOSES THAT 
CENA COUNTRIES PULL TOGETHER IN THE FACE OF ADVERSITY, 
IN PARTICULAR , THAT THEY GIVE PRIORIT Y ATTENTION TO 
IA) MICROELECTRONICS, IB) ENERGY CONSERVATION, AND 
OC ) AGRICULTU RE . TIKHONOV CALLS FOR HELP FROM THE 

OTHER CENA COUNTRIES IN MAKING BREZHNEV 'S AGRICULTU RAL 
PROGRAM A SUCCESS. END SUMMARY. 

2. PR AVDA JUNE 9 PUBLISHED LENGTHY EXCERPTS FRON 
TIKHONOV ' S SPEECH TO THE CEMA MEETING IN BUDAPEST 
THE PREVIOUS DAY. HE BEG INS BY AGREEING 111TH THE 
CENA EXECUTIVE COMMITTEE'S CONCLU SION THAT THE 1981 
PLAN \/AS "BASICALLY" FULFILLED--NOT A RAVE REVIE~ 
FOR THE SOVIET ECONOMY, THE YEAR I/AS "VERY DIFFICULT," 
BECAUSE OF A DECLINE IN THE GROIIT H OF THE LABOR SUPPLY, 
GREATER EXPEND I TURES ON PROD UC I NG AND TRANSPORT I NG 
FUEL, AND THE THIRD BAD HARVEST IN AS MANY YEARS. THE 

U.S . S. R. NATIONAL IIJCOHE DID, HO\IEVER, RISE BY 
14 BILL ION RUBLES, ACC ORDING TO TIKHONOV. THE SOVIET 
PREMIER NOTES THAT NATIONAL INC OME ROSE IN OTH ER CENA 
COUNTRIES AS \/Ell, ALTHOUGH NOT IN POLAND, \/HER E 
"A NOR MAL ECO NOMI C PROC ESS IS GRADUALLY BE ING RESTORED." 

CENA SELF- SUFFICIENCY: A BULi/ARK AGAINST THE \/EST 

3. TIKHONOV NOTES 111TH SATISFACTION THAT THE CENA 
COUNTRIES THEMSELVES AR E ABLE TO SA TISFY THE "OVER-
1/H ELM ING PORT ION " OF THEIR IMPORT NEEDS - 55 PERCENT 
LAST YEAR . THIS, TIKHONOV GOES ON TO SAY, IS 
"E SP ECIALLY IM PORTAN T RIGHT NOii, I/H EN IMPERIALISM 
HAS OPENLY GONE ON THE OFFENSIVE AGAINST THE FORCES 
OF SOCIAL ISM AND IS TR YING TO UNDERMIN E ITS ECONOMIC 
PDIIERS . " IN AN APPAREN T EFFORT BOTH TO RALLY HIS 
CEMA LISTENERS TO ACTION AGAINST THE 1/ESTERN THREAT 
AND TO EXCUSE POOR PERFORMANCE, THE SOV IET PREMIER 
NOTES THAT THE UNITED STATES AND NATO ARE PUTTING A 
"POIIERFUL ECONO MIC SQUEEZ E" ON CEMA, INCLUDING 
"DISCRIMINATORY MEASUR ES LIM ITING EXPORTS TO CENA 
AND CO MP LICA TING THE SALE OF OUR PRODU CTS IN THE 
WEST" AND DISRUPTING TRA DE , SCIENTIFIC AN D TECH NOLOG ICAL 
COOPER AT I ON . THE \/EST' S I NT ENT I ON, TI KHONOV SAYS, 
IS TO "UNDERMINE OUR ECONOMY," "DI SORGANI ZE OUR 
ECONOMIC LIFE," "SHAKE TH E UNI TY OF THE SOCIALIST 
COUNTRI ES, " AND "OBTAIN POLITICAL CONCESSIONS . " SUCH 
ATTEMP TS , TIKHONOV \/ARNS, ARE DOOMED TO FAIL UR E, 
INASMUCH AS THE CEMA COUNT RIES HAVE "SUFFICIENT 
ECONOMIC MIGHT" TO RESI ST. 

4. ADMITTING THAT IT IS "NOT ONLY EXTERNAL REASONS" 
THAT HAVE MADE ECONOMIC LI FE DIFFICULT IN THE BLOC, 
TIKHONOV OUTLINES THE TASKS AHEAD AS HE SEES THEN. 
NOTING THAT STR ESS SHOU LD BE PL AC ED ON AR EAS OF MUTUAL 

INTEREST TO All THE CENA LA NDS, THE SOVIET PREMIER 
IDENTI FIES THREE AREAS OF PRIME IMPORTAN CE : (A) MICR O­
ELECTRONICS, 18) ENERGY-CONSERVATION, AND (Cl SOLVING 
THE FOOD PROBLEM. 

MICRO-ELE CTRON ICS 

5. TIKHONOV SAYS THAT IT IS "A HATTER OF FIRST-DEGR EE 
IMPORTANCE" THAT THE CEMA COUNTRIES CONCE NTRATE ON 
BT 
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LIM I TED OFF ICIAL USE SECT I ON 02 OF 02 MOSCOW 07 087 
BRUSSELS ALSO FOR USEC 
PAR IS ALSO FOR USOECD 
MAKING THE TRANSITION TO THE ENERGY-MATERI AL AND 
LABOR-S AVIN G WORL D OF MICRO-ELECTRONICS STARTING WITH 
MICROPROCESSORS AN D INDUSTR IAL ROBOTS. TIKHONOV NOT ES 
THAT THE "COMPETITIVENESS OF OUR MACHINES AND EQUIPMENT 
ON THE WORLD MARKET" DEPENDS ON THE "QUI CKE ST SOL UT I ON" 
OF THIS TASK, WHI CH IS WHY THE TASK IS "POL ITICAL" AS 
WELL AS ECONOMICAL . HE NOTES THAT INDUSTRIAL ROBOTS 
AR E ALSO IMPORTANT, AND THAT IT IS HOPED THERE WILL BE 
200,000 IN USE BY THE YEAR 1990. 

ENERGY CONSERVATION 

6. TURNING TO THE QUESTION OF ENERGY , THE SOVIET 
PREMIER PRAISES THE GDR AND HUNGARY--BUT NOT 
CZECHOSLOVAKIA, POLAND OR BULGARIA- -FDR SUCCESS ES 
IN ENERGY CONSERVATION . HOWEVER, THIS SUCCESSFUL 
EXPERIENCE HAS NOT YET BEEN TRANSFERRED TO ALL THE 
CENA COUNTRIES. THE NEED TO CONSERVE ENERGY CANNOT 
BE SAVED ONLY BY STRICT CONSERVATION MEASURES, ENERGY­
SAVING EQUIPMENT IS NEEDED AS WELL . THE SOVIET SIDE, 
TI KHON OV SAYS, SUPPORTS THE PROPOSAL ON REVIEW OF 
QUESTIONS CONCERN I NG THE RATIONAL USE OF FU EL, ENERGY 
AND RAW MATERIALS AT THE REGULAR SESSION OF CENA. 

BREZHNEV 'S FOOD PROGRAM 

7. TI KHON OV NOTES THAT THE GOALS OF THE NEW SOVIE T 
FOOD PROGRAM Will BE MET "LARGELY BY RELYING ON 
MOBI LIZATIO N OF INTERNAL RESOURCES ," BUT HE GOES ON 
TO SAY THAT "NEVERTHELESS, WE HOPE THAT COOPERATION 
WITH OTHER CENA COUNTRIES Will AID IN REALIZ ATION 
OF THE FOOD PROGRA M. " WHAT THE U. S. S. R. WOU LD l lKE 
FROM ITS ALL IES WITH "GOOD EXPERIENCE" IN THE PRODU C­
TION OF FOOD IS HELP IN PROC ESS ING MEAT , MILK, 
VEGETABLES, SUGAR BEETS, BUTTER, FEEDS, AS WE LL AS 
ASS ISTANCE IN PRODUCING AN D EXP LOITING REFR IG ERATION, 
STOREHOUSES , GRAIN ELE VATORS , FLOUR AND BREAD FACTORIES, 
AND, IN GENER AL, THE "RECONSTRU CTION OF CORRESPONDING 
FACILITIES" IN THE U.S.S. R. TIKHONOV SAY S THE SOV IET 
SIDE AGR EES TO DISCUSS THE MATTER AT THE NEXT CENA MEETING. 

COOPERATION WITH DEVELOPING COUNTRIES 

8. THE SOVIET PREMIER IDENTIFIES "RES ERVES " IN CENA 
RELATIONS WITH DEVELOPING COUNTRIES, AN D SUGG ESTS A 
COLLECTIVE CENA APPROA CH TO GIVING TECHNICAL AI D TO 
THE TH IRD WOR LD. HE SAYS THAT "PRACTICAL MEASUR ES" 
TO STRENGTHEN THE IN DEPENDENCE OF THIRD WOR LD COUN TRIES 
IS ESPEC I All Y IMPORTANT NOW, WHEN THE "USA AN D I TS 
ALLIES ARE STRENGTHENING THEIR ECONOMIC EXPANSI ON IN 
THE DEVELOPING COUNTRI ES." THOSE COUNTRIES WHICH HAVE 
CHOSEN A "SOCIALIST PATH OF DEVELOPMENT"--PRESUMABLY 
INCLUDING CENA MEETING ATTENDEES LIK E ANGOLA, 
AFGHAN ISTAN , YEMEN, LAOS, MOZAMBIQUE AN D ETH IOPIA-­
SHOU LD BE GIV EN "SPECIAL ATTENTION," TIKHONOV SAYS. 
ZIMMERMANN 
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S'.. OSS·R 

A. NeWE Cr·edi t · P-ol.icy Hurts- F're,nch 5a,lea: 

The: outlooJ;c for F'renc.h. sales.. of e ui me-nt: to the- OSSR haa. turned 

c:_ 

/0 

e , , o a- ~enctr banker. Onde·r: the. new eonaensus c:redi t 
..,tat.es, Ftance- cannot: offer a credit line, acc:eptiblif eo: C:hi.· sovteti'., 
·previously, the !'eettcb t:enaed to counterbalance. their tntllt:ed 
prices vith· subs·idized' credit in order to rem·a:in. competitive with· 
the Germans: and other equipment exporters. 

Embassy Moscow Comment~ Although French industrial i sts continue to 
visit the, OSSR, they ha.ve little hope, of landing contracts. Thi• i 
credit dilemma- and continued above-averag& inflation may lM a 
harbinger of__,.f.u.ture difficulties for French trade with the Sovieta . 
(C~'fiAL) . 
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