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MEMORANDUM SECftET 
NATIONAL SECURITY COUNCIL 

eTION July 9, 1982 

MEMORANDUM FOR WILLIAM P. CLARK 

THROUGH: NORMAN .A. · BAILEY /'?!, 

FROM: 

SUBJECT: 

Soviet Union 

WILLIAM F. MARTIN W f t,k. 

Soviet Bloc Economic and Financial Situation 
Update J30 {U) 

The Wall Street Journal has reported that an important Soviet 
economics magazine says . the Soviet Union is bedeviled by 
shortages of fuel, raw materials, equipment,. consumer goods, 
food and labor (Tab A). (U) 

A USSR commercial official has predicted that in light of 
general trade conditions and East-West relations, 1982 is and @ 
will continue to be a very difficult year for the Soviet Union . U:: 
(Tab B). (S) gj 

The Soviets are reported to have called a meeting this week 
in Moscow with key European companies to discuss the impact 
of the extended US embargo. (The Soviets . would s.till prefer 
to avoid •delays ·b.y. ··.using the US ·: designed· turbi.nes on order. 
They are probably hoping that West European countries will 
disregard or circumvent· the restrictions (T~b C). (C) 

The soviets want Nuovo Pignone to provide parts for the Soviet 
designed GTN~25 gas turbine (Tab D). (D) 

Alsthom Atlantique . is reportedly not capable -- without 
significantly expanding its work force -- of replacing the 
GE rotors. Alsthom officials have been reluctant to increase 
the firm's labor force because. of potentially massive layoff 
problems when the project is finished (Tab E). (C) 

Belgium may import soviet gas if an alternative agreement 
for additional gas from the Netherlands cannot be worked out. 
(The US .Ambassador to . the Netherlands is appealing to the 

~ 5 
~z 

Dutch to . consider more favorable terms with the Belgians. ) =-PR=-=E::"".'.'s=10-=-E-NT- 1A_L_L_IB-RA_R_Y_ 
( Tab F) . ( C) REVIEW OF NSC EQUITY IS 

REQUIRED 

The Soviet's efforts to increase production of a major oil 
field have been set back. The Soviet's need US steam generators, 
but have been unable to order them because of hard currency 
shortages (Tab. G}. (C) ,, .. '\ _ A~ 
SE~'l' ~ F= l ~'W l=T 
.., ___ , No Obiection to Declassification in Part 2010/10/11 : NLR-748-19-49-1-3 
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Th Soviets are attempting to obtain $10 million worth of 
credit from two West European banks for the purchase of 
grain (Tab H). {C) · 

The Soviets have recently paid cash to a US company for 
gra,in-. Their willingness to. pay cash, despite the purchase 
originally being contingent upon credit, reflects a very 
strong Soviet need for grain (Tab . I). (C) 

Eastern Europe 

The Deputy President of Poland's Bank Handlowy, stated on 
July 1, that if the _Western banks would grant Poland a six 
month delay in its interest payments (meaning th.at payments 
due last . January wouid now be due in July), the Polish Govern
ment would try _immediately to start making interest .payments 
on its foreign debt as those payments .fall due (Tab J). (S) 

Western .bank representatives held inconclusive talks on 
July 7 with Polish officials on rescheduling War.saw's 1982 
commercial debt . (Tab K). _. {U). 

attributes Poland -' s declining trend 
.......,.i_n--.f.--o_r_e...,.i_g_n--:-t-r_a __ d.--e---=-t-o_ s_o_c~i--'o..:.po l i tic a 1 tens ioil s . in Po 1 and and to 

a sharp reduction in short-term. credits (Tab L). (S) 

Poland is desperate to increase coal exports (Tab M) • . (C) 

France and Germany wi11 · probably extend additional credits 
to Hungary to· avert a rescheduling in 1982 • . This support 
could help Hungary out of its immediate hard currency bind, 
but Budapest's financial position will .remain precarious 
at least for the remainder of the year (Tab ·N). (C) 

Hungary is reported to be seeking a private loan of $100 
million~. The Deputy Chairman of the Council of Ministers, in 
requesting . the loan,· observed that "as a result· of the effect 
of international pQlitical and economic happenings our monetary 
relations have reached such a low. level that they threaten 
the maintenance. of our -system of economic relations . with the 
outside world · (Tab O). (S) · 

the 
political leadership is considering cuts. n· domestic con
sumption and defense expenditures to make foodstuffs available 
for export, but these me~sures may not be adequate to avert 
rescheduling this year (TabP). 

· ungary needs $300 million to avoid resc eduling 
----=----=---,-~--' during the .third quarter (Tab Q). (C) 

No Obiection to Declassification in Part 201011oi11 : NLR-748-19-49-1-3 
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· t,~,1·\ C. I . 
'-"SEcp{ T 3 

The Romanian . Government is firing bank officials. who .are not . . 
i _n agreement with the government's austerity program; especially 
thos.e that have bee11 strong advocates for increasing .government 
expenditures to help strengthen the domestic economy (Tab R). (C) 

On July 2., the Romanian · Foreign Trade Bank propqsed ta Western 
creditors a repayment schedule on its 1982 foreign debt 
principal · and subsequent maturities. Official.s of a major 
US bank .are not interested in the proposal (Tab S). (C) 

~-:-:--=----=--=-~-=---=---=----=--:--~---,-------;c,:--~---,--_j the dinar . 
will prob~bly be devalued ·in the autumn (Tab. U). (S) 

us bankers are considering a $200 milli.on · loan to Yugoslavia . 
(Tab V). {S) 

A Japanese petrochemical firm. is having difficulty reeeiving 
timely payments for plants sold to Eastern European countries 
(Tab W). (S) 

Other 

The North Korean Foreign Trade Bank has informed some Japanese 
firms that a $1 million payment due on June .l would be 
delayed (Tab X). (S) 

In an effort to reach a solution to the problem of · non~p,~yment 
of Libya of $130· million ·aue Spanish exporters for over a 
yec3.r, the Bank of Spain has frozen -. oil payments to Libya for 
oil impo.rted • in the second and third quarters (Tab .Y) • (LOU) 

Vietnam's recent efforts to reschedule debts vividly illustrates 
Hanoi's difficult financial situation and lack of foreign 
exchange (Tab Z). . (C) 

cc: Tom Reed, Don Gregg, Norm Bailey, Dick Pipes, Paula 
Dobriansky, Henry Nau (w/o attachments) 
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and often-turgid prose: But to Sc,vi~ manag• . niantifactuttilr,,~.f The. mailir conclusion -. . ,-~;, •; >5.4'':i«'½,.! :··-, -'.~ . '. · •. ·., · / , 
ersit is ,tlre-only major forum for-. ~con· was:tllatthisareaotSovietfildustry-lagsfar ·, ..:_ t·· .i::' ~-. s o·· u· 
tinning crttique of_ the- _Soviet economic ~ -. ~. · ' ·'tJie; West- ·and that.th'e p.lanning sys, : . .,. , .. ..- ,,-,;-; ~-._ : · · ·_' 
ease · . . - ' ~."'~: •·; · ·=.- · -~ ·, -· ·teni'-ls to ·bfame. .,, :1,i · ,-. 1, . _; . . . ' :_ .. ", .t. . · '· . ~ 

. · ··irs v:ery' unideolagtcal';.:,;ery:- futsl)oken ·o •·'-TakertheJ"·seerhmg11 simple busines.,-of ... ' .. , .. ~~';} , _ · ·_-. , . . . . 
· ·and .very trendy," says,.Soviet-econ<>QlY spe- servicing a customer's machine tools. ·L.N. ·. · ._. .d ~ • - ·' '.,.,'+_>"·:..., .. , . - , d 

. ciaUst Phttip 'Hailsort of E11gtand's .Univer- Snovsky, a governmerit"planner-·fof' the·~iti• : SU'~~{, rro·. - ' ..... tl. ,. n·· ·' . e 
Sity, of Birmingham_. :'. · -· · r-""~" · . ._ t"· dustry/ 'relatedvwith' seemiilg-,amazement'. · . . " · '. . 

'the trel\dlness. . in Soviet terms at least, that on · a visit t6 the U.S. he; fOW)d that ma· .; ;_ , . · 
comes. from- Ek'o's a~etl')pts. to portray' West~ 'cbme,tooF firms ''routine!)!' carried; out re-- · . ' · 
ern industrial efficiency; arid:-worlt·styles for. pairs~ .modernization of·otd,"etJuipment and. ·, ~ -.-• ·; f'· ~ ,: " 
.Soviet managers-.. •. The inagallne has serial'- ' ' selllng· of, secondhand, eqttipment" Soviet, ·•----... --~---------.--
!zed .Arthur. Hailey'.£ book "WheeIS" a_nd -companiesi 1he said>; 1'un(ortupately have no ·· _· t. 
Oale' camerbt's~ ' 'How; tf>_ •Wbf Ft;~nds · 3:Jld utterest tn·tsucrt a:ctivittes. even tl\Ollgh- tftey .. \-

-- !!if!~e.!'Cf:·Peopl!?,: ' . .;m.q_ ev_ery;:r_nonth.i( car: . a~ n~essal'lt.•: -------. ,._. ,,- " 
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WIiy. asked Leningrad economist G .A. 
· ~ Kulagln,' couldn't So¥1et machine-tool mak· 

· ers stmply have two or three specialists sta· 
- · • tlonetl abroad-to service Soviet machinery in 

, the export market? "They would travel 
around and service their equipment and 
'lloultl ·1hlprove-tht! reputation of our· ma· 
chlnery,'' he said. 

. WASHINGTON, D.C. 

,:~, :A.J~.enai~sanct O j 
,,:... , ; 9rac;io~esr _ 

· A luxury· hotel in tl)e gm1. , •. 
~n tndition:,El,tant, quiet, ~--- . 

':;·t·t::'., ~): ~-~'. :-· ·:~ ·_ 

Tbe ·answer to that came -from V.P: Ka• 
baldu, the· ceneral director .of an lvanova 
machine-tool concern. "We have to choose 
wMf to sac·rlflce, our·plan or our prestige,' ' 
be sajd. '-'Service hardly £Overs- travellnr 
expenses:•,; His · best· workers: he said, 
''would have-to•be'taken away tO'do the,ser-
vtdng.'' ·· ·· ' . -.· ,, . ·, • - ., . 

· Theii ,' retorted' l\lr. Kuiagln, things should 
- be .11tanned· so that "servicing s11ou1c1n·t be· 

T-H~ MADISON less prolltable than. production. I know tor ' · c.· · · · · ' ,.,- fllY$elf that' some foreign firms make ,halt 
· · ' ,..,._., """' -':M- ':: ' their profits ,out'. ol !seniclnK"." .. · 

ISthMS.-,,,N.'11',W ......... D.C-lOOOJ . . ,, Tllat OA. I rltlctsm Id all" . 
l'hooo (Toll-r...),-.lum·-.• .. ·: .... , o ·c . woo nonn , 111- . 

_ or ,.. y...- nwi ...,.. . - . flame a Soviet bureaucrat, and .. Mr. Orlov, . . - ._ c.,....,,._, , ... the deputy editor, admits that we .get an• 
-~ - · , gry.letterslrom management." But, he·says 
· .. - . · , · with a sllrur, "our readers must be mrule to 
• · · . ' · -understand that life IS a colnpllcated thtnr 
' • . · . · ' · · of nept!ves and positives:" 
---------~· ------1 Bot'· the fact IS that Eko can get away 

Jervis B. Webb ,a 
Company ~ 

c_...,._.....,...,.._ . ....... ..., .. ,., .. ,.. 
,,, -,-.;. ___ . ._.-....,.:~ ·,, '~----utiit-~ ...... 
..... CJl, ................... c-c..,., a....,.~ a.:.....i. °'""911. , ____ _ 

. C...-.• ....... •KMMrS,...,• .......... 
)' .................. l_..• .... ...-. -1. 

...._. .... ~a,• _ ___, ..... ....... O...•,_.,.... ................ . ~-s.,_..,....,..., .. ,.,.. .. ,..,.., .... ,_. ............. ~ ,. 
, , ... '1- •• ,.- w_..........,..,. 

•. W~-11 ....... - ........... 11 
u1J1ss>-1• 1.raix, nsm_,_ 

with such broadsides because Its editor and 
founder is Abel·:Aganllegyan. a member of 
the Soviet fl:cadeniy of Sciences, a dlstln· 
gulshed economlsr and a man described by 

:tlC~~t !lle:f ·hoose_ e,tab~ishment 
Elo's Qrilini .t. · "t- '·'{:;r.~ , ;-.;;.J' -::-~·._:--t:'-· 

·. · Mr:'~-fDWld~.-the magazine in 
1970 ata time wbeiuhe. SOvlet economy was 
lioornlng and, if,wu felt ,· that businessmen 
needed , I~ similar to the business press 
in the West But as the; eeonomy bas slid fur· 
~ downllill_-industrlal Dlltput rose-by only 
2.l '!o In Ille first quarter ot this year. far be- · 
low the year's. lfOWth targel-Eko. ha$ be
come a ~, board · for the- moonttnr · 
troubles bl Industrial · managers: · · 

E\'.en ?,fr •. Ajanbegyan, a la"ll:l! man who, 
despite his exceJIJmt English, Insists on be
Ing--· 'intemewed' through a Russian · inter-· 

Tentlc Sllow~ preter, believes that something has· to be 
,.._c.-.-sooyour-.by done to Improve incentives for managers in 
making"- 1ag1 hom 1hoir industry . . His $Uffe5tlon is to end the rigid 
:::;:;.'":'..,::;::.~. . .systerri of state-planned<salarles and instead 
5• -he c-. - <.adGuard • , to allow pay to rise )Mith production. "Those , 
_,.,,1oc.· ' · ,with the highest efficiency would He·able 10: ~= 312 212-,... ~ up,to 50'!• I>!! l!>P :Or.t!telr .basic wage: ·· 

;::~~:;:;:;:;:;:;:;:;:;:;:;:;:;:;::::::::;::::J he 1f:t11e'sta~•s ii~i~. wlth.•tlie central 
. - I'__, for · planl\iiig'or eyecything' from sa_larli!s t~. pro-' • __ .,, _.... • ductlon quotas thaf regularly absorbs large 
,;, · .. Pl'lvale·CompanlNc, ·amDWlts of space in 'Eko. lit many witys "we 

HOWARD 6 COMPANY .. don't. know how to make a goocl ·plan,'' Mr. 
. Co,porate ~ Spectallatl Apl\begyan . lffl)te· in one recent issue. 

CAU.c-s.La-111,11~...,,- , . , :~'1hree years ago a roun11-iable discussion ,saw..,.,, ... .,,..._ ... ,., •121111 _735-a,._ ripped. apart the Inefficiencies In the steel· 
industry. Since then, subjects such as labor 

_a-____ ,,_ · discipline.and !OPdsupplieihave'been tack· 
., !I> ~l •· TAX·Ffl(E NE,VADA,~. 1'4,,Mr, Orlov says th~ a number DI experts : r,:;,-~ ~~;;"":' s.=·•~. Wtt":? in a fie.kl-are simply invUed'-to sit down and 
· oT~ ~ - · •- ••••-•- talk and the recorded conversauon is edited 
!I 1; ~.~.•~, ·"::t. '.:'-1,.::!: and ' printed· "We only sho .. - it but we ::i 1'1- 11',Qw Y0U..l'toW • I KC.._ , 

r ,i,, ~ •. ~•• r0•m:~"fr"~ . ; don't ~change a wont" he hastens to add: 
, .. ...: ~- ' ::,~ ,.,~"'!' :;-.;:.~ .. ~t is obvious; Judglnf' by the forthnght 

·• 1'f ,ti <A "LI" Ass«. •- comments of one round-table dlscUSSlon last 
-::;,; r • • • ~~.!;:~.;:;;,~'· year that was supposed to anaJyze,~and pre-

·• ·:: IMPJ.EMA~ll'iie;.:-.:-,e= 
;~• .· 1WU41111Nf"'°plllN?'W,I ) · \; ·_;;l 

sumably to praise, the government's 
va1111ted_ Rlal!nlnr and managem~pt refonns: 
But tlJe, dlscusslmr .. turned lnto one · long 
groan .from lbe-fndustrl;ll :managers taking 
part, and one manager said that the reforms 

'' ~ f...t, 11,. "Y. ;. 7'rofi1-'d., •, succeeded only in bringing even more regu• 
1 latlons to stifle• production. 

--. ,,._ __,.. Eko doesn't rely solely on panel disc11S· 
sions. Many of its JO or more articles In a 

.. 

The plays the thing. On 
· O~and's Playhouse Square, a· 
$22.5 million rest~rarion of three l 
m~cent old theaters is taking } ., 

,-pl~. This performing am com-,_ · · 
;,lex, with a searing capacity , , 
greater than Lincoln Center, will 
serve as the permanent home of the 
Oeveland Ballet,.Oevdand Opera, 
and Great Lakes Shakespeare· 
Festival. . . . 

We have a ball all 
year round. 

, Golfers enjoy a 
six-monrh season 
at some of the ' 
country's finest · 

courses. Tennis is 
played year round 

When the snow falls, 
there's downhill and 

cros&e0untry skiing, 
tobogganing and ice skat• 

ing. And,ofcourse, 
· Oevdand is a 

major league 
town for base-
. ball, football, ' 

soccer and·, 
basketball. ' 

Free par 
home, th 
Necklace 
widely US< 

over 21 rr 
Cuyahog, 
train ride 

. ' . For-mo 
New G:lc,,,cland Campa i, 

Thia ad it llpONOftd t,,, the 
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USSR - ·WESTERN EUROPE: Efforts To Counter US Embargo 

The Soviets PeportedZy have aaZZed a meeting on Tuesday and 
Wednesday in Mosaoti1 ti1ith representatives · of ManneBmann AG a71d 
Creusot-Loire, the genera.Z aontractors for 22 of the 41 compressor 
stations for the Siberian export pipeUne. #H' . 

. ~he purpose . o:f the session is· to discuss the impact 
of . the extended US embargo. An executive of the French 
firm :Alsthom-Atlantique, which manufactures rotors under 
US license for pipeline turbines to drive the compressors, 
rep_ortedly believes that the Soviets intend at that meet
ing to decide on alternatives to pipeline equipment made 
or designed in the US. -te') 

Comment: Moscow probably is calculating that pres
sure now may produce results because West European 
governments,. angered by the US move, may prove willing 
to disregard or circumvent the re.strictions. Al though 
the Soviets are continuing to explore the possibility 
o.f using alternative equipment, they would prefer to 
avoid delays in completing the pipeline by using the us
designed turbines currently on order. ~NFT' · 
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T~Vk ret • 
R~ UMBRA 

BELGIUM-USSR: Possible · Gas Purchase 

. Betgiwrr may import Soviet gas if an aZterna.tive agraeement 
for additional, gas fttom the NetherZand8 cannot be worked out. (C NF) 

The .Belgians and soviets already have reached agree
ment on terms of a gas contract, which has not yet been 
signed.. It calls- for Belgium to buy 500 million cubic 
meters of Soviet gas annually from 1986 to· _1991 and 2.5 
biLlion c_ubic meters annually from 1991 forward. (C NF) . 

Brussels would prefer to buy Dutch gas, but the 
Dutch reportedly are offering unattractive terms. Dutch 
Prime Minister van Agt has directed his top economic aide 
to review the negotiations because van Agt believes it 
would be politically preferable for Bel'giumto obtain 
gas from the Dutch. Additional Belgian-Dutch .negotiations 
will be held this week. (C NF). 

comment~ Although The Hague may be willing to 
compromise on some issues, the interim government prob
ably will delay a final decision for several more weeks. 
The Netherlands could use the revenues from extra sales 
to help cover the increasing costs of social programs ., 
{C. NF) . 

The Belgians hope that the us, because of concern . 
about the Soviet pipeline, will urge the Dutch to make 
a better offer. If the Dutch cannot improve their offer 
and Moscow agrees to increase purchases of Belgian goods, 
Brus.sels is likely to buy S<;:>viet gas. Belgium would then 
depend on the Soviets for almost one-fifth of its gas 
supplies, and Moscow would earn about $500 million per 
year in the 1990s. (C) 
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Freedom of Information Act - [5 U.S.C. 552(b)] 

B-1 National security classified information [(b)(1) of the FOIA] 
B-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIA] 
B-3 Release would violate a Federal statute [(b)(3) of the FOIA] 
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B-8 Release would disclose information concerning the regulation of financial institutions [(b)(8) of the FOIA] 
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIA] 
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