
SUBJECT: i-8 for Econoda m6a8UTBS t o  b~ U d  h ds-g with 
the rlinproblem. - 

It will b;, r e a d  tkt, in ths autumn of 1960, the interruption of 
interzonal tndb by the Federal Republic apparently MI mor. offectivo 
thpn hod been axpectsd. 
to reduoe their  dependanae on isports from West Cbrmany and t o  obtain from 
the U.S.S.B. m u  guaranb08 of support in the evant of f'uture oconodo 
action on the part of West Germany. It also led to East Gorman efforts t o  

This led to effort8 on the part of ths East Gemen8 

substitute o t h k  Wost European suppliers for  the Federal Republie. Prodor 
Khrushcher has told a number of Westernerr (e.g., (Lnrbirssador Thompson) tha t ,  
should a separate peace treaty be signed with East Gsrrpprry, he would antioipate 
a period of tension during whioh 60llld eo011011pic counter measures miat bo 
taken by the West; homver, ho has oxpressed confidsnoe t h a t  the period of 
tension Yotild be relatively short urd that tha U.S.S.R. and East Gerroury 
could easily absorb the rtrain. 

pressures against East Germany, w. faae a number of basic problems: 

Q :  

-E From past eqerience we hare learned that ia planning prlg economic 

a. It is difficult t o  take any aation quickly. 9 

b. It i r  di i f iaa l t  t o  ob- multi-lateral agreements on aommon 
actions. 

There 1s a need t o  acquire con8iderable flexLbiUty In  our 
planning since most, if not all, West furopron rutions oppose any resort 
to  general sabargo short of war or copparable emergency O O a d i t i O n 8 .  For 
examplev the Fodoral FhpuhUc apparently feels that even the signing of a 
soparot4 peaoe treaty would not in i tml f  justify a cessation of all inter- 
tonal  trade. 

d. All nations ins i r t  on the necessity for some equitable sharing 
of the ncostsn involved in my e a o n d a  mom. 
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e. There i s  no praatiaal agreement a~ regards the real purpose of 
economic pressures: 
for action8 already taken by the k t  or should they be d t o  deter 
future action ky the East, 

i . e . ,  8hod.d sueh pressures be ded-d to rokliata 

vulnerability still seems t o  be particularly high in the petro-chemlcal 
industry, in which there is alow coordination of East Oellpan and SQviet 

arbsoqumt to December 1960, It will be rmlled that the luge-8cale 
increases in production in thir industry eonpriw a particularly iPPporWt 
psrt of the current Soviet Seven-Year Flan and that Soviet dependenoy on 
s o m e 8  outside the bloa for the tmhnology to maks good on the plan WOE 
speaifically acknowledged by Khrrrshcheo when the plan was ~orrzlcod. 

O C O A d C  P h X l E ,  & S & h  Step8 takW by ths u.S,S.R, urd h 8 t  hrpvly 

Having In nind tho dlfflcult ias faad in planning nulti-lateral action 
outlined ab-, and the dedrobi l i ty  of solooting area8 in w h i c h  both East 
Garmany and the U.S,S.B. - sensitive, we would propose that 3mnadiat.o 
attention be given to plans for invoking, as the n o d  h - 8 ,  e m o a i e  
muurns selectively directed against koy c d t i e s ,  indu8trbs md 

Department study the available -/ 
makrial C O Y O ~ ~ ~ R  the lnnrral euonomiu Vrsne rabi l i ty  of k t  Gemam t o  

t S C h n O l ~ & i o e l  bW-hoW. A8 a fb8t 8kp9 it i6 r 8 O o l m w r d . d  th.t the 

, 

but i l b o  to  reach aCpceement on motes ubi& might be taken quicrkly to brhg 
homo t o  the Cemministr the willingness and ability of the Western powers 
t o  a c t  decisively in the economic f ie ld  again& targets where Eastern 
vulnerability i s  relatively bib, Ideally soeh targets would bolude 
either products o r  toahnological skill8 available from only a few suppliers 
and preferably available only from Fodaril Ibpubllo, Frame, OR o r  US. 

iaot.org. For example, -re P mikrn supplier is under omtract t o  build 
a spocUi0 plant in Ebt 00- (or even the U.S.S.R.), the amtract  mod 
not be broken abmptly rinse, on the one hand, oonddorable doaurtI0 
prosemre would ba generated against the Wertern gonrment cenaorned. On 

Under thir approaah, we uauld errriaage maxbu use of psychological 

the other 
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the other hand, a clear-cut abrogation of 8 contract would merely lead t o  
an avarding of the contract to  soae other mpplier. However, tho slow 
h r a l  of b c h n i C h T l 8 ,  d e 4 8  h the delivery of 0 8 6 O n ~  mak-8, 
referenoes by Westam eompanior t o  burriness uneerkint ier  u i r l n g  Iron 
Sovlet a d  QR poli t foal  tbol.8, o b . ,  muld readily uamy 8 political 

targets,  efforts could proceed within UT0 to raach agrrrrrsnt on a broadly 
bawd camon program (e,g., the roduution of trade credi ts  t o  Erst  bmmy, 
eto.) . Thir 0~91oc1 progpn should r l r o  make prorlrion for : tightened TII) 
oontrols and a s t r io t e r  p o l i c ~ .  for tho ismunao of rLou t o  E a s t  
Natlonrlr traveling for tho purpom of promoting trade. 

t o  plm on the assumption k t  aotion i n  the e c o n d c  field should bo 
considorod only WB a r e p d d  for aotion which mibt be t&on by tho East. 
The U.S.S.R. already h u  n-kindlod & Borlin c r i d a  and CiDR leaders .Ire* 
ham begun t o  implament the uar o f  M I T O 8 0  Prunmubly our major obJeofiva 

lo t t ing  tho matter den lop  i n t o  an active aonfrontotlon of military forcer. 
Therefore, eoomde aations ahould acquire au onburcad inporturaa aa 
neasures soeking to  deter tho East from acutoly aggrrmting the situation. - Sons aation ohodd cam promptly when the East d e s  its first move; publio 
proterts are not d f i o i e n t .  We would urge, therefore, that vb osoertria 
wtun the sensi t ivi ty  i r  greatert pad oin for those tPrget8 in a oalm 
purposeful manner. 

mSSSog00 mle blpl-tbg q a c k l r  O O O a O d O  W t i O I A  r w d  S d e O t d  

It neem8 to  u8 that it is both p s y c h o l o g % c ~  md kctical* tnnfiae 

i 8  t o  &obi@V. a m t w  ~ c ~ p t o b l e  r88OlUt iOn O f  th. CurzVnt d 8 f 8  without 

cc: GEE 
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