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ECO~Ig~fY OF THE NORTH EUROPE~/~ SATELLITES 

5 April 1951 

COLONEL RINDLAUB: Today we turn from our late study of the Soviet 
Union to a consideration of some of the other parts of tho Soviet bloc. 
Professor Samuel L~ Sharp~ of the American University, has consented to 
come doom this morning and speak to us on the "Economy of the North 
European Satellites.,, You all have his biography; so I will ne~ take 
time from the period allotted to this lecture to discuss any further 
why we wanted to get hi~ down here this morning. 

You are very welcome to our platform, Professor Sharp. 

PROFESSOR SHARP: I am afraid that within the time allotted us, the 
economies of Poland, Czechoslovakia, and Hungary--with the exception of 
eastern Germany the most industrialized countries within the European 
orbit of the Soviet Union--can be discussed only in the most general 
terms. I suppose it is a good idea to discuss them with particular 
reference to the contribution which thes~J countries can make to the 
war potential of the Soviet bloc. Within these limitations it appears 
important that we not limit ourselves to a mere review of these elements 
which make up the usual definition of potential--such as natural resources, 
manpower, and technical facilities--but also that -~e touch uoon the organ- 
izational framework and certain other nonmaterial factors which make the 
resources of these countries available to the Sov~_et Union within its 
mobilization needs and plans. 

I think a ~ord wou3~d first be in order about the political pattern 
of these countries. I woUld like to show why it is important and what 
its connection is with the subject under discussion~ 

We know that by now the government in eastern Europe is openly 
Communist, with the residual admixture of nominally non-Communist groups, 
described .in official tern~inology as "useful transmission belts to the 
masses.,, In other word~, the Communist Party~ which controls the govern- 
ments Of the countries, thinks it is useful to do certain things ~u cer- 
taiu fields not directly through the Communist Party, but through what I 
think are very aptly described as useful transmission belts. 

Now, this was not the case throughout the area in the immediate 
postwar period; it was c~aracterlzea by an impressive amount of wishful 
thinking on the part of non-Communists and tactical camouflage on the 
part of the Communists. In the economic field this was reflected in 
the general impression that a so-called "triple decker economy,, has 
come into existence in eastern Europe, composed of a socialized or 
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state-owned sector, a cooperative sector, and a large sector of private 
initiative. It. was presumed by a number of people, both inside and out- 
side the area, that this mixed economy would be permitted to develop 
harmoniously or move very gradually into something described rather 

vaguely as socialism. 

In the economic life of the countries concerned there was a con- 
siderable degree of tolerance of private enterprise in the initial 
oostwar period, when the main aim was quick reconstruction and rehabili- 
tation of the damage that resulted from World War II~ Also there were 
continued political cooperation with the West and certain items of un- 
finished business which required the good w¢~R of the West--reparation 
claims, peace treatles--some of these count~ ~ had been on the side of 
Germany and peace had to be concluded with them--arid Ui~RRA. We know 
that Czechoslovakia, Poland, and Yugoslavia received their first shot 
in the arm from UNRRA assistance, which, as you know, was mostly 
American-produced and American-financed contributions. All these things 
required a certain amount of western good will; and I think this kept 
the Communists from taking over too soon or too swiftly so~e of these 

c ountries. 

In addi:.ion--and this is important for our purposes .... the Soviet 
Union was not then in a position to assume the role of an economic 
leader and coordinator of the area. The reconstruction needs of the 
Soviet Union were given high priority; this involved rather indiscrimi- 
nate ',takings," as they were called, from ex-enemy and ally alike. The 
groundwork for Soviet economic influence in the area was then laid by 
the creation~ on the basis of so-called German assets, of mixed com- 
panies for the exploitation of some vital branches of the national 
economy. In Hungary such mixed companies include bauxite, oil, steel 
and iron, chemicals, and aviation. Other interventions were limited 
to vital sectors v~ich the Soviet Union secured immediatelyj ~uch as, 
for instance, the uranium mines of Czechoslovakia. I think the avail- 
ability of uranium in western Czechoslovakia was well ~o'p~m. However~ 
in general, with the exception of a f~w vital industries; it suited the 
Soviet Union not to assume the responsibility for the coordination of 
the economic activities in the area as a whole, and, but for the ex- 
enemy countries, influence was rather indirect, through trade agreements 
which forced a partial revision of the trading pattern of such countries 

as Poland and Czechoslovakia. 

The amazing thing about the Soviet orbit to many observers was 
the actual lack of coordination at a time when the existence of an 
over-all master plan for the area was rumored about in the West. To 
a large extent the Soviet Union came around to direct economic inter- 
vention as a result of developments in the international situation. 
The actual Molotov Plan of coordinated economic activities mn the area 
(with which Molotov may actually have had little or nothing to do) began 
to be put into operation quite late--I am speaking of the apparent steps 
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taken by the Soviet Union--to a large extent in r~sponse to the Marshall 
Plan. This Plan appeared te the S~e% rulers dangerously attractive to 
such countries cs Poland and Cmechoslovakla~ to the point that the deci- 
sion was made to forbid their participation in the Plan and its benefits. 

But~ once they interfered actively in this manner, the Soviet rulers 
could not avoid the consequences of this step. Mere propaganda about 
Soviet aid was not enough; the Soviet Union, with limited and heavily 
taxed resources, actually had to take over the responsibility for economic 
coordination in the area, which of necessity included some forms of finan- 
cial and material assistance to the countries of the area. It is no doubt 
an exaggeration when a British economist o~" known leftist tendencies, ~iiss 
Doreen Warriner, writes: ~Certainly Russia is putting more into eastern 
Europe than it is taking out',~ but it would also be a mistake in a realis- 
tic appraisal to accept without qualifications the other extreme, which 
pictures economic cooperation in eastern Europe as a one-way proposition, 
with the Soviet Union bleeding its satellites white. I think the picture 
is much more complicated than that. 

Attempts of the Soviet Union to effect integration and a rational 
division of economic functions within the orbit of its influence and 
responsibility were opposed to some extent by planners and economic 
leaders in the countries concerned; they included Communists who had 
come to think in terms of the national interest of their respective 
Countries rather than in cooperative terms of the area as a whole. 
(One must adm2~t that Soviet methods, even more than Soviet aims, make 
one dubious about the cooperative nature of any undertaking which 
involves Russia. ) 

The most spectacular opposition came from Yugoslavia. We know from 
statements and ~aterials published since the break that one of Tito's 
grievances was the apparent assignment to Yugoslavia of the function of 
a predominantly ext~active producer of raw material~. But similar, though 
less spectacular, objections were apparently voiced also in other couutries. 
Czechoslovakia, for instance, felt that its econozic aims would be much 
better served by the production of articles which could find markets in 
the West and secure in return vital machinery for the modernization of 
the country,s plant, rather than by having to make, say, tractors for 
Bulgaria. However, the Soviet leaders apparently felt that what they 
termed the division of the world into two opposed camps required tighter 
political and economic controls over the activities of fringe countries. 
From this there was only one step to the imposition of the Soviet pattern 
as an obligatory model to be fully and faithfully copied everywhere in 
the area. Thus we have no mere socialization of the economies. If by 
"socialism,, we mean state ownership, then ~he process is complete for 
all practical purpo~es. But we see in the area no mere socialization; 
we have the Bolshevization pattern. 
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What are the consequences of this "Bo!shevization"? It means the 
adoption of certain principles and techniques in organiza Sion, planning, 
and production, with a view toward building up rapidly the industrial 
components of military strength and achievement of the highest degree 
possible of self-sufficiency. 

In the field of planning and executing investment and production 
policies, this means the discarding of certain traditional notions of 
harmony. This is especially true about notions that industry must gear 
its development to the needs of the agricultural part of the economy so 
as to satisfy the demands for industrial goods of the peasantryj other- 
wise it will be J~npossible to make the peasants produce and deliver the 
food required for the growing Cities. From the point of view of Soviet 
experience, there is no need that such harmony be maintained. From that 
point of vi~, if the resistance of the peasantry to the delivery of food 
without getting a reasonable equivalent in industrial goods is an obstacle 
to the rapid development of heavy industry~ the thing to do is to overcome 
this obstaclej it can be done by so organizing the peasantry that it will 
be forced to surrender its grain at prices and on conditions dictated to 
it by the government, not in accordance with what it could obtain on a 
free market .in a period of increased demand for agricultural produce. 

To some extent this is also true of the problem of labor. Instead 
of considering the demands of labor in a period of expansion as a constant 
which has to be reckoned with in calculating costs, the thing to do, if 
one accepts the Soviet pattern, is to organize control over labor in such 
a fashion, either directly by legislation or indirectly through government- 
controlled trade-unions, that it will surrender its contribution without 
obtaining a fair equivalent in real wages. This is not to say that the 
labor policy is all stick and no carrotj the latter is provided whenever 
it cannot be helped or when it can be safely done without endangering 
plans for the production of heavy equipment. The Soviet system of wages-- 
of remuneration for extra production and punishment for nonfulfillment 
of quotas--and so-called emulation drives are being introduced in the 
area against considerable resistance. 

This question arises: V~y is the Soviet pattern being imposed so 
thoroughly and rather crudely? Is it merely a matter of toadying before 
the Soviet Union and the genius of its leader? It would be dangerous to 
think that these patterns are being imposed only for prestige reasons, 
without regard to their economic importance. The truth is that~ within 
certain limits, the Soviet experience has been successful if one dis- 
regards the human cost, the discomfort and privation caused, and realizes 
that all this was done in order to achieve a rapid increase of production 
in branches considered vital from a military poin~ of view. 

There is a considerable degree of resistance in the area, not only 
among workers but also among planners and government leaders, to the 
acceptance of Soviet patterns. The people there may be thinking, even 
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if they do not dare argue, that they have a longer tradition of technical 
experience thau the Russians. This line of thinking oversteps the limits 
of economic considerations. It is a psychological and emotional problem. 
The way I see it, whatever shortages there are in the area, there is an 
abundance of one commodity--conceit--mixed with cont3mpt for other nations. 

This feeling of superiority over other nations is a reality in the 
area; it is especially true of the attitude of some of these nations 
toward the Russians, whom they consider as barbarians. This attitude 
may be historically justified and it may haws been reinforced by the 
behavior of some individual Ru.?slans during and after the war. But I 
think one has to be careful iu classing current Soviet methods in pro- 
duction and organization as backward by con oarison with those of Poland 
and even Czechoslovakia. The Soviet Union has had a unique experience 
in rapid industrialization under extremely difficulb conditions. Iu 
sheer volume of p~:oduction it has been on the whole a successful experi- 
ence if we bear in mind what they wanted, and that is, that not welfare 
and not any other consideration but miS~.tary preparedness was the aim. 
It is no doubt true that the problems of e~stern Europe can be solved 
in a different way, and. above all, at a more reasonable human cost; but, 
once the Soviet pattern" of thinking is accepted (or imposed), the prob- 
lems facing Poland~ or Czechoslovakia, or Hungary, are not different at 
present from those which confronted the Soviet Union in its period of 
rapid industrialization° Consequently the ~ethods used could not be 
basically different, even if the plannLug offices ~d key economic organ- 
izations in the area had not been heavily staffed, as they seem to be, 
with Soviet spec~ alists. 

The result of Soviet influence and pressure on eastern Europe is 
increasingly reflected in the stepped-up production goals of the currsnt 
economic plans of the area ~ in the stress on maximization of production 
at all cost; in the subordination of all ogler aims, including those of 
social welfare~ to needs of a military-industrial nature; in the utmost 
utilization of resources; in adapting production to poor-grade raw 
materials which~ however, have the advantag~ of beiug available locally 
or within the exchange area of the Soviet bloc, and so on. There is 
no point in saying that Swedish ore is better than local Polish ore, 
because the plans call for a situation where Swedish ore may not be 
available. In ~he drive toward greater self.-~sufficieacy, especially in 
raw materials, elements of cost are subordin~ted to the main goal. 
This is the result of both immediate needs (such as the shortage of 
copper caused by the cessation of imports from Yugoslavia) and a basic 
outlook as a result of which the outside world is viewed as committed 
to hostility toward Communist states. 

This attitude is reflected, above all. in the ra~ material policy 
of the area, where the principle of enlarging the existing domestic raw 
material base plays an important role in current endeavors. The Sovie~ 

RESTR CTZD 



R $TRICTED 
 000 
example is not wholly applicable in the area, because in the case of the 
Soviet Union it was only in part a matter of starting or enlarging the 
exploitation of available and kno~m resources. Energetic geological 
surveys of Asiatic Russia have led to the discovery of mineral resources 
not previously reckoned with. Poland, Czechoslovakia, and Hungary have 
been extensively surveyed~ their endowment in natural r~sources is in- 
comparably poorer than that of tl,e Soviet Union. There th.~ problem is 
of exploiting known resources previously neglected becaus~ of the non- 
economic nature of the exploitatica by comparison with the availability 
of the same products on the world market. 

To cite one example, which I have already mentioned~ copper is 
recognized as a rather important metal. All three countries that we 
have under consideration have been importers of copper, from the "ited 
States and also from Yugoslavia. But there are at present obvious diffi- 
culties in this respect, and as a result we see a wild scramble for copper, 
which is known to exist in Poland and in Hungary. Poland had long aban- 
doned the exploitation of the copper in the ~ills of central Poland, 
around Kielce, because of a very low coppe~ ~ontent of the rock. Now 
there is much talk about copper, described as ,,Poland's newest raw materi- 
al" and "the pet of our minZ~g industry" by Hilary Minc, the economic boss 
of Poland. In addition to the long-abandoned mines in central Poland, 
there are at present within the territory of postwar Poland copper- 
yielding slates in former German territory, in Lower Silesia. According 
to official Polish figures, Poland is to reach a coppe_ c_e extraction 
of 3.2 million tons yearly at the end of the current planning period 
(that is~ 1955). This figure is~ of course~ by no means as impressive 
as it may appear, because of the extremely low-copper content. Actual 
progress was described as disappointing in January 1951; but care should 
be taken not to be misled by such statements, which may be aimed at goad- 
ing on the workers to higher production. 

Since we are on the subject of copper, one should mention that 
Hungary~ too, has some copper deposits~ near Szekesfehervar.~ southwest 
of Budapest, in addition to the Recsk mine southeast of Budapest~ in 
the Matra l~ountaius, which produced small quantities of copper before 
the war, less than 2 percent of the quantity imported by them. 

Of course, if we turn our attention to the mineral z~sources of 
the area, the main mineral asset of the area is coal. It is concentrated 
mainly in the wedge-shaped area stretching from ~mewhat west of Cracow 
in Poland toward Gliwice in former German territory and Olomouc in 
Czechoslovakia. The reserves of this so-called Dombrowa-Silesia Basin 
(or the Polish Basin) have been estimated at anywhere from 67 to 95 bil- 
lion tons (depending on the depth included in the estimates: 1,OOO meters 
in the first case, 1,200 in the second). In addition to the Ostrava- 
Karviuna fields on the Czech side, which are part of the Polish Basin, 
Czechoslovakia has some coal in the areas of Kladno and Pilsen in western 
Bohemia. A larger percentage of tht Czech coal is made into coke than is 
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the case ~rlth Polish coal. Both compare Inafaw>rably with the quality of 
western German coal. Some of the mines acquired by Poland in former 
German territory have a high peraentage of eol'~iug coal, Poland has pro- 
duced 5,8 million tons of coke in !9&9 and Czechoslovakia 6~5 million 
tons, A substantial increase seems to have been achie~,ed in Poland in 
1950. 

Now, the coal situation in Ht~agary is very different from that in 
Poland and Czechoslovakia in that the deposits are scattered rather than 
concentrated, the deposits being divided over 14 districts. Hungary has 
predominantly brown coal and lignite rather than bitu~ainous •coal. Only 
the coal from the ~ecsak (or Pecs) fields in southelm Hungary is suitable 
for the making of metallurgical grade coke. 

Needless to sayj the drive to increase the extraction of coal in 
the area looms large in current plans and is the subject of special 
attention. Stepped-up Polish plans call for the extraction of 1OO mil- 
lion tons in 1955 (against an estimated 75 million actually mined in 
1950) ; Czechoslovakia is to mine more than 50 million tons by 1953, and 
Hungary 18.5 million tons by 195A. The production goal is to be attained 
by raising productivity of labor (which admittedly b~zs not yet reached 
the highest prewar level), by the introduction of new methods and machin- 
ery, and finally by opening to exploitation new mines. 

The Soviet example may be quite useful in this field, in which 
Russia has achieved, to quote an American expert, "a major technical 
revolution.', (,~ccording to Harry Schwartz, by 1938 the USSR claimed 
that 99 percent of its coal was mined by mechanical methods.) As is 
frequently the case in the Soviet Union, this mechanization relates 
to the main process, while many activities continue to be executed by 
hand° There has been a mention of the introduction in Poland and else- 
where in the area of Soviet-type "coal digging combines°~. It is also 
pointed out currently that the mechanization of some f~mctions will make 
possible the employment of women in what has ceased to be hard labor, at 
least in the Polish propaganda. We will return to this new privilege of 
Polish women in a moment. 

Let us first pass in quick review the othGr natuz-al resources of 
the area, 

Iron ore is insufficient and of low grade~ The area is a traditional 
importer of iron ore for the needs of its steel industries. Current 
efforts ' go in the direction of retaining as long as possible imports of 
high-grade ore from Sweden, of developing imprints from the Soviet Union~ 
but also of developing the exploitation of domestic ores. Poland, for 
instance, aims at reaching the goal of 3 million tons of iron ore by 
1955, which means almost four times more than was mined in 1949. Plans 
call for the activation of 35 iron ore mines. Czechoslovak plans for 
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iron ore extraction were initially less ambitious; within a scheme for 
division of labor within the Soviet bloc~ Czechoslovakia was to concen- 
trate on development of the m~uufacturing facilities of its engineering 
industries rather than on extraction; however~ the possibility that 
Swedish ore might not be available and the transportation problem con- 
nected with the long haul of iron ore fro~ the Soviet Union have caused 
a shift in the direction of stepping up targets for iron ore extraction 
in Czechoslovakia. With all this, it will require an effort to reach 
the target of loL million tons for 1953. Current production is estimated 
at about 1 million tons. New mines are being opened, mostly in south- 
eastern Slovakia. In Hungary about one-half the need for iron ore v~s 
satisfied domestically in the last five years before the war. An increase 
in the targets of steel production will necessitate further development 
of domestic mines and increased imports. 

Now a word about oil--Poland has lost its main oil fields in eastern 
Galioia to the Soviet Union, but there are some fields in the central 
Carpathian region. Attempts are being made to bring the production of 
crude oil up to 394,000 tons annually by 1955; however, Poland will have 
to rely for the solution of its liquid fuel problem on imports from 
Rumania and the Soviet Union, in addition to the further development of 
synthetic fuel production for which the Germans have laid the technical 
foundation by building a plant, ~lich ~vas left undamaged in Silesia, at 
Blacho~ia. Czechoslovakia satisfies its needs from the production of 
the synthetic gasoline plant at Mosty, whose output is a secret. I have 
the figures for 1948; the production target was 82,000 tons, and it 
apparently ~,~as not met at the time 

Now, the development of the production of oil in H'a~gary (which, 
incidentally, was done primarily by an American ccmpany, a subsidiary 
of Standard Oil of New Jersey, and by American skill) made impressive 
progress in the late thirties and during the war. The main field at 
Budafapuszta produced an estimated 2 million barrels in 19A1, while 
the nearby field at Lovaszi produced about a million barrels in 1941. 
The fields are connected by an eight-inch pipeline with the capital and 
the industrial center of Budapest, a distance of some 130 miles. 

Of other important raw materials in the area, one should mention 
Polish zinc and Hungarian bauxite. Poland has the most important zinc 
deposits in Europe and large lead deposits. They have been increased 
by the acquisition of former German territory, which brought the entire 
Giesche complex (once American-controlled) under one sovereignty. Maxi- 
mum production before the war (1930) was 462 thousand tons for zinc and 
lead jointly. In 1949 actual production had not reached the comparatively 
Io~ level of production for 1938. The capacity of the existing mines is 
more than 1.2 million tons a year. 

Hungary is believed to possess the largest bauxite reserves in the 
#orld, estimated in 1938 at over a quarter of a billion tons, to which 
must be added the deposits discovered during the war in the Boerzoeny 
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Mountaius~ on the Czechoslovakian border. Production reached a million 
tons in 1943, but dropped considerably in the postwar period and has been 
slow in picking up. In 1948 it was some ~40.000 tons. Of course we have 
no more recent figures. This is in part due to the fact that there is a 
Soviet-Hungarian company in control. 

To sum up this sketchy review of the raw material situation: The 
countries ~nder discussion are not very richlj endowed in raw materials, 
certainly not to the point of making them self-sufficient. One striking 
exception is coalo There is a noticeable effort to enlarge the raw ma- 
terial base of the area, to produce synthetically substitutes for not- 
available resources, such as gasoline, rubber synthetic fibers, etc. 

If we turn now from mining to the output of manufacturing industries, 
the problem which commands Our attention, i~ connec~ffon with the possible 
use of these iudustries to the Soviet Union, is that of their location. 
I think that is a problem to which we should give some thought. If we 
look at the map, we can realize that the industries of Poland and Czecho- 
slovakia and also those of Hungary are vulnerable by definition. 

There is a very interesting piece of soeculation as to why the 
Soviet Union should help develop the industrial potential of these 
countries° I am afraid that all I would engage~ iu: would be an extremely 
uninformed and not very scientific speculation. Therefore, ! will abstain. 
I think it is a very fascinating question, however. If I were engaged in 
military planning, I would devote some attention to finding an answer to 
why and to what extent the Soviet Union has developed the industrial poten- 
tial of an area in which everything is so strikingly vulnerable to attack. 
But since the war you will find that, quite apart from the Soviet plans, 
there is within the area the problem of exactly what effect the develop- 
ment of the industries is going to have on the social resources as well 
as the economic and strategic picture. 

Various tentative answers have been given to this question. It has 
been suggested that plans may be based on the assumption of an offensive 
advance into western Europe; the Polish-Czechoslovak industrial region 
would then be a very useful advanced industrial base. Another considera- 
tion may be the assumption of a certain period of peace during which the 
plants, favorably located from the point of view of availability of coal 
and of skilled labor (even if deficiem.t in ores) may make an important 
con~ributiono Still another, and to my mind a most plausible assumption, 
is that the element of vulnerability is being disregarded almost completely, 
for the very simple reason that technological advance has made the crea- 
tion of an even relatively sheltered industrial area anywhere in Europe 
an impossibility. In other words, classic considerations, without the 
element of vulnerability, seem to determine the locational policies in 
the area. 

Within these limitations there is, however, noticeable trend toward 
a more even distribution of industrial facilities (especially those not 
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dependent on the proximity of bulky raw materials) within the countries 
concerned. The reason is at least in part of a social nature, since the 
Communist leaders believe that the industrial proletariat is their main 
ally and the industrialization of a region means therefore the possibility 
of enlarging the popular base of support for the regime. This is the case, 
for instance, in Czechoslovakia, where plans call for the building-up of 
the industrial facilities of the more backward Slovak part of the country. 
In Poland long-range plans call for the building-up, outside the present 
highly industrialized regions (which comprise Upper and Lower Silesia and 
the city of Lodz, the main textile center), new industrial regions--(a) 
around Cracow, specializing in metallurgical and chemical (synthetics) 
production~ (b) in and around Warsaw, whose industrial facilities in 
metal and electrotechnical industries are to be restored and enlarged; 
(c) the region of Czestochowa, with metallurgical establishments and 
ore mines; (d) the Kujav<f industrial district, based orimarily on chemi- 
cals~ and (e) the Kielce region--mining and metal works. 

We are unable to go here into a detailed analysis of the manufac- 
turing facilities of the countries under review. I want just to make a 
few general comments. 

The accent is, of course, on the development of heavy industries. 
In the revised versions of the current plans, which are obviously geared 
to a stepped-up industrial mobilization program, the ratio of the planned 
output of capital goods as against consumer goods has been raised. In 
Czechoslovakia it was originally 66:50, but it was changed to 88:50. 
For the year 1950 the output of heavy industry was scheduled to increase 
by 25 percent, but the target was revised and raised to 34.9 percent. 
Of course, one could probably squeeze out a lot of water from these 
official figures, and I am Jn no position to check their accuracy and 
the degree of fulfillment. I cite them as indications of a trend° In 
Poland the part played by the production of capital goods is supposed 
to rise from 59.1 percent of the total industrial output in 1949 to 
63~,5 percent in 1955; for machine building the index of growrbh in the 
current version of the plan is 364 (with 1949 as lO0), an admittedly 
ambitious and difficult task, which includes plans for the production 
of a number of items of equipment not previously produced in Poland. 
In Hungary the gross output of engineering industries is supposed to 
increase 2.8 times over 1949 and more than 4 times over 1938 (in the 
latter figure there may be concealed an element of inflationary bias 
which requires deflating in order to give the real picture). The share 
of the industries producing means of production is to be 70 percent of 
the total production value of industry. 

At the basis of the current attempt to build up heavy industry 
there is the drive to increase the steel output. Steel production in 
Poland was 2,3 million tons in 1949, and the target for 1955 (after 
upward revision) is 4.6 million tons. Czechoslovakia's steel output 
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was 2.65 million tons in 1948, and the target for 1953 is 3.5 million 
tons. Hungarian output was reported at 890 thousand tons in 1949, and 
the plan calls for 1.6 million tons in 195&~ 

If we consider the total steel output of the Soviet Union, this 
would mean a considerable addition, percantagewise, to the steel pro- 
duced by the area as a whole. Unless, however, the oroblem of raw 
materials is solved by the co,retries under consideration, there is an 
element of plausibility in the argument advanced by Dimitri Shimkin of 
Harvard University (in two articles "Steel behind the Iron Curtain,, 
in "Iron Age," 3 and I0 August 1950) that the development of steel pro- 
duction in eastern Europe will constitute a drain on Soviet resources. 
For instance, Czechoslovakia was to receive, according to Shimkin, about 
1.3 million tons of iron ore from the Soviet Union in 1950. Along with 
Soviet blueprints for the building of a new steel plant in the Cracow 
region (v~idely publicized as the export of Soviet know-how) there goes 
no doubt also the imposition of Soviet steelmaking methods, which, in 
spite of certain shortcomings, may nevertheless be advantageous to the 
increase of production. If I may once more refer to Shimkin,s data, 
productivity of the Soviet steel industry, estimated at %3 percent of 
that of th8 United States, is quite high by comparison with other branches 
of Soviet industry, where it is only about 20 to 25 percent of the [hf[ted 
States. These countries have, in spite of the small output in reference 
to the United States, profited somewhat from the Soviet experience. 

Is there a clear pattern of integration and regional specialization 
in the area, or does each of the countries concerned expect to produce 
everything, as it may sometimes appear from propaganda statements? An 
effort at coordination was started in 1947 by the conclusion of an agree- 
ment between Poland and Czechoslovakia; one of the purposes of the agree- 
ment was the avoidance of duplication of effort, the common utilization 
of some resources and joint building of plants, such as power stations 
and so on. There are indications that eastern Germany is being drawn 
into these coordinated plans. However, uncertainty over the political 
future of Germany may make a short-range, predatory exploitation of its 
facilities more desirable from the point of vie~. ~ of the Soviet bloc than 
a long-range integration, which would necessitate a shift in Polish and 
Czechoslovak plans, based in part on the elimination of Germany. In 
general Czechoslovakia is apparently expected to be the main producer 
of heavy machinery and of precision instruments in the area, in addition 
to putting the full capacity of its armament ~orks at the disposal of 
the Soviet Union. Poland is to increase its s~eelmaking capacity~ 
possibly to the point of supplying the needs of the other smaller coun- 
tries of the area in addition to its ~vn. The textile industries of 
Poland and Czechoslovakia are already engaged in production for the 
Soviet Union, mainly on the basis of agreements whereby the Soviet Union 
delivers raw materials, which are processed i u the Polish and Czech p!ants~ 
payment is in the form of retaining a certain percentage of the raw 
materials for domestic use. Hungary seems to concentrate on the produc- 
tion of electrotechnical equipment and on building up its chemical and 
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pharmaceutical industry. The latter is true also of Poland, where the 
relative importance of the chemical industry is to grow from 8,8 percent 
of total industrial production in 1949 to 13,1 percent in 1955. This 
growth will be due mainly to the development of various synthetic materials. 

The manpower problem is, of course, of basic importance in determin- 
ing the war potential of an area; we can only sa~v a word or two about it. 
The general population picture for the area as a v~ole is favorable. 
Poland belongs to the group of countries with a rapid, although slowing- 
down, population growth. It is true that Poland has lost to the Soviet 
Union the area of highest population increase (the eastern half of the 
country); but postwar statistics, although fragmentary, suggest for the 
time being a continuation of the prewar trend rather than spectacular 
change. The general population of Poland has decreased from over 34 
million in 1939 to some 24.5 million now, but this loss is (v~ith the 
exception of the extermination of the Jewish population) not a net loss 
for the area as a whole, becat~se the Soviet Union has acquired what 
Poland has lost. 

Czechoslovakia's population has decreased from over 15 million £n 
1937 to a little over 12 million in 1947, mainly as a result of the 
expulsion of the Sudeten Germans and of the detachment of the Carpatho- 
U~L-aine by the Soviet Union. In Czechoslovakia this change in popula- 
tion has created a real problem in terms of effect~ive manpc~er in industry, 
because of the loss of the skills of the Sudeten-German population. 
Hungaryls population was a little over 9 million ~n 1937 and it was 
reported as 9,201,000 in the census taken at the end of 1948. 

The manpower problem of the area is ndt one of absolute availability 
of laborj but of the transfer from agricultural and other nonindustrial 
pursuits to industry. This process began already in the interwar period, 
and it has been accelerated after the war. However, there are various 
obstaclesj such as the lowcultural level of part of the rural popula- 
tion, inertia, lack of attractive incentives, and so on. The mining 
industries seem to have a particularly difficult manpower problem, but 
its sources appear to be largely the same as elsewhere in the Western 
WorldNthe reluctance of young people to go into the mines. The shift- 
ing of occupations is an important problem~ and the existing, still 
largely voluntary, controls may prove insufficient to check it. 

A trend recently accentuated in the area~ in addition to the inten- 
sive training of young people in technical skills, is the movement of 
housewives into gainful employment, either directly into industry, or 
to release men for industrial occupations. As usual, these organized 
drives have their serious and less serious aspects. Thus I read in a 
Czechoslovak publication that "as part of the drive to release men for 
izlportan t jobs in industry there has been opened in Prague a school to 
train women barbers. Seventy girls are now learning the fundamentals 
of haircutting and shaving. '~ Yet this is merely a funny-side product 
of a general trend to draw women into employment. 
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In Czechoslovakia the m~nber of women in industry already constitutes 
about 32 percent of the total manpower; J~u Poland (on the basis of social 
insurance statistics for ~iarch 19~9) iS "~as 26.9 percent. Recently the 
Women's League of Poland was ~listed in a campaign to convince women to 
take up gainful employment. This is, of course, presented as a privilege 
and achievement of equaliby by wo~le~ it was triumphantly announced that 
women will henceforth be "entitled" to work i~ ~ such occupations as mining. 
Existing laws for the protection of worn-on were changed to make this pos- 
sible. 

One of the most effective devices used by the ~overnments of the 
area to force women to take up employment is, in addition to propaganda 
and social pressure, the manipulation of wages and costs of living so 
that more than one melmber of the family is forced to work for a living. 
In this respect, too~ the co~ntries under consideration have adopted 
tried methods of the Soviet Union, where the enlistr.ent of women in 
industry has hekped considerably to solve the manpower problem, espe- 
cially d~a~ing the war° (Zu 1942 women constituted 52 percent of the 
total employed in the Soviet Union.) 

This concludes what i frankly consider a most unsatisfactory and 
very general review of the problems connected with the economic develop- 
ment of some of the European satellites of the 3ovist Union. The main 
point I was trying to make is that, for better or £or worse, the area 
is adopting the Soviet way of solving the problem of rapid industrializa- 
tion, and that the program is being carried out against some residual 
resistanco~ w}Sch the goverr~ents can overcome. I have left out many 
points which should be discussed in more detail. Some points probably 
have to be answered by more qualified observers with more up-to-date 
inform azion; o+/ners I shall try to answer if they are brought up in the 
question period o 

QL~STi0N: You covered wheat we might expect these satellites to 
contribute to the Soviet bloc. Can you turn the thing around now and 
tell us what in your view are the major weak~esses of the Soviet Union 
proper irrespective of these particular countries, things which they 
may have to get along without or get from outside the satellites? 

PROFESSOR SHARP: I think it would be unfair to ask me that 
question. It would get me into another course of lecturing. 

If I were to think of the weaknesses within the Soviet bloc, I 
mean, the weaknesses which the contributions of these satellites could 
help to overcome, I could think of the contributions of some medi~ or 
light industries, for instancej textiles. 

This is very important, for instance, in the labor problem of the 
Soviet Union. It has been noticed by recent observers that the standard 
of living of the Soviets has gone up considerably. One of the expl~Jaa- 
tions of that is that the Soviet Union, because of its ability to exploit 
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the industries of Czechoslovakia and Poland, is increasing the supply 
of consumer goods, such as shoes and textiles~ which is a very impor- 
tant contribution in the production of defense goods in the Soviet ~ion. 

QUESTION: I wonder if you would tell us something about the trans- 
portation system in this area with particular reference to the question 
of the ability of the two systems to be matched, that is, the broad-gauge 
and the narrow-gauge railroads. 

PROFESSOR .SHARP: The transportation system of Czechoslovakia, for 
instance, which, so far as I ~ow, is essentia1Ly rail transport, is 
being reoriented so as to improve its connections wit~ the Soviet Union. 
It is not an easy problem~ because of the mountains and so on. 

Now, broad-gauge and narrow-gauge railroads can relatively easily 
be either broadened or narrowed, as the case may be. In this case they 
would be broadened. There was, as a matter of fact, one line doom into 
southern Poland which was in exploitation. ~ether the gauge has been 
changed back to standard width I don't kno~,~. The general rehabilitation 
of transportation in this area, I think, is progressing quite satis- 
factorily. From my own observation when I was in Poland in 19&8, there 
was a very striking shortage of rolling stock; yet generally the lines 
were all repaired and the rebuilding of bridges was being tackled. The 
Soviets were channeling their efforts, from what I saw, into replacing 
the bridges over the Vistula on a concrete reinforced basis, which would 
show a certain concern with east-west traffic° 

Of course, detailed information is nowhere available. Among other 
things which they adopted from the Soviet Union they also adopted their 
way of expressing everything in percentages. As a result the current 
joke at present ir~ Poland is : "V~en does the train for Cracow leave?" 
"It leaves 20 percent later than the train for Lodz." 

QUESTIG'~ : ~Yould you venture a guess as to whether, despite the 
trade with the Soviet Union, any development of industry is visible in 
Rumania ? 

PROFESSOR SHARP" Yes. I think it has been agreed that I am not 
supposed .to talk about Rumania. But I would say~ yes. There are within 
certain patterns si~s of industrial develo~nent in R~nania~ within the 
over~all plan. I think, for instance, the steel capacity of Rumania is 
supposed to be built up. There are some extractive possibilities~ too. 
I think the most neglected industrially, if I may venture out of my 
limited field, is Bulgaria, not to mention Albania. Bulgaria would 
probably be the most neglected. Of course Rumania is still trying to 
increase its oil output, but it has not been very successful so far. 

QUESTI~: Is industry in Poland such as to mostly provide Russia 
with finished products that it can stockpile, or is it of such a nature 
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that its capacity is becoming more and more necessary for Russia if it 
should have to fight? 

PROFESSOR SHARP: ! think it is bQth. The~'e are certain arrange- 
monte for deliveries between Poland and the Soviet Union, which, insofar 
as has been announced, until 1958 show no interest in short-term exploita- 
tion of whatever finished products could be produced. It would be build- 
ing up capacity. As I say, additional cspac#ty of 4.5 to 5 million tons 
of steel is no negligible asset in the face of total Soviet production. 
So, if I understand it correctly, ~ur question is whether it is short- 
range or long-range planning. There is no indication that the Soviets 
have any doubt of their ability to hold the area~ i think quite the 
contrary is the case. All the indications are now that there is a cer- 
tain trend toward a long-range plan, which prestu~ably is based on the 
possibility of retaining that area. Now, whether or not this applies 
to eastern Germany is again another problem. There are signs of the 
integration of eastern Germany. That is important, because this means 
drawing eastern Germany into this Polish-Czechoslovakian system, which 
was initiated in 1947. But there is a problem that eastern Germany may 
have to be abondoned, which would shift the emphasis on short-term ex- 
p'±oitation rath~r than building up its capacity. 

QUESTION: There are considerable armies in being in Poland and 
Czechoslovakia~ Would you like to tell us to ~hat extent these forces 
are being supported or can be supported by their own industries and to 
what extent they are getting their military supplies from Soviet Russia 
proper? 

PROFESSOR SHARP: If I had the full information to answer that 
question, I probably would be a very valuable citizen in Washington, 
D.C. One can only say that in the initial period from all the indi- 
cations they were using Soviet equipment throughout~ That was for pur- 
poses of standardization. In 19&8 it was a very simple matter to go 
into a book store in Warsaw and buy a book issued by the ~[inistry of 
Defense and entitled "Political Education of the Arm2 ." It was a two- 
year course. It contained a catalog of Other publications available. 
I don't think it would be available now. The book was a list of train- 
ing manuals from which you could obtain an idea of the equipment used 
by the Polish Army, and it was throughout Soviet equipment. There was 
work going on Jn Czechoslovakia and also some in Poland in armament 
plants; they were concentrated in the so-called "security belt" in the 
southern part of Poland. It was called before the vmr a "security belt" 
because in. a w~r with Germany it was expected to offer the degree of 
security ~hat you could have in any of these countries. There are some 
facilities which were used during the war by the Germans that have no 
doubt contributed considerably toward building up the Polish and other 
armies. 

I would hesitate to call those armies considerable, oven by com- 
parison with their prewar level. I thiuk~ so far as armies go, this is 
the least of the troubles facing the Soviets now. They are more inter- 
ested in different plans for manpower than in taking a large part of it 
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into the army. It is no~ reliable. It is much better to employ them 
in industr~£. But I am just offering my private and muinformed opinions. 

QUESTION : How do they stand ia th~ agricultural field as to being 
able to supply certain things that they grow that would be vitally needed 
by Russia in time of war? 

PROFESSOR SHARP: I have not mentioned the agricultural problem at 
all~ because I felt that this w~s an autirely d-~ferent field. The area 
is not a food-deficit area° It can take care of its needs; and can even 
under certain circumstances, but not al~mys, export some. 

Now, the collectivization of agriculture is definitely aimed not 
so much at increasing the absolute output, although it does that to some 
ext~ut, but at making it possible for the government to control the out- 
put. They are being pressed by the Soviets in their plans to grow things 
~-hich are important to them. For instance, their are beginning to grow 
cotton in Huugary. I don't know how successfu~ it is. But the emphasis 
in eastern Europe is shifting from grain to industrial plants. The Soviet 
Union does not need their contributions. To some extent certain types 
of grain are still supplied by the Soviet Union to the area~ I think the 
plan is to move as much manpower as possible fx~om agriculture and concen- 
trate it on industry. I think the Russians can take care of themselves 
in food and may even contribute some of their products to the area. One 
exception may be sugar, which used to be ab'mdant in Poland and Czecho- 
slovakia~ That may be one contribution. We must not think Lu te~s of 
the immediate postwar period~ when Russia imported everyth£ug from every- 
where~ especially wbmt it didn't have to pay for~ I think that ~n terms 
of food the picture would be of little importance from the point of view 
of the Russians. 

QUESTION: Do you think that there still exist today any strong 
revolutionary feelings within countries like Poland end Czechoslovakia? 
Has Russia been able to stamp out those divergences of opinions and 
views and ways of life that they might have against the Russians there? 

PROFESSOR SHARP: No; it has not. This is a subject on which I sp~d 
much of my time. I am very much interested i~ it. ~t seems to me impo~A 
rant not to be sober about it ~ud not to misl~ad ourselves by overempha -~t 
sizing the weight of this factor. You will find that the feelings of the 
people, no matter how strong., are of little or no value unless there is 
strong stimulation from the outside. ~J~at I am trying to say is that 
what the individual worker feels and how he th~nks about it is not very 
decisively important in determining output. There are ways, maybe drastic 
ways~ maybe Communist ways, but there are ways for a modern totalitarian 
government, and--for that matter--for s~ly modern industrial state~ to 
overcome the private feelings of its people. A very good illustration 
is this: We were surprised to find in World War II that the Czechs worked 
very nicely for the Germans~ I don't say the,e was no resistance or that 
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there was no sabotage, but on the whole the people worked very well. 
They did that because they had to eat and because the Germans had a 
way of organizing them so that they had to work° Therefore, unless, 
as I say~ there is potent stimalaticn from the outside (for instance~ 
if we should place a good part of General Eis~howe~"s army directly 
in front of Poland) I would not expect any substantial deficit in the 
output as a result of the feeling of the people. 

COLCNEL R~TDLAUB: There will be further opportunity this afternoon 
for extending this discussion period6 You will be able to ask more ques- 
tions at that time. 

i thank you very much, Professor Sharp, for laying such a wide and 
valuable foundation for our discussion this afternoon. 

(9 July !951--.350)S. 
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