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Preface

The Soviet invasion of Afghanistan and the crisis in Poland have
raised two unresolved and controversial issues in East-West rela-
tions. First, what is the utility of applying Western economic
sanctions to change Soviet behavior? Second, the recent labor
unrest in Poland has highlighted many divisive issues in relations
between the two Germanies and the USSR, and has reminded the
world that the German question has not entirely been resolved.

This book deals with questions at the heart of these two issues
- the politics of East-West trade and the German problem. The
treatment is partly historical, but the subject remains of great
importance today. The book addresses a number of key themes
that will continue to determine East-West relations for the
foreseeable future.

The United States and the Federal Republic once agreed on
the imperative of using East-West trade as a political instrument
to elicit concessions from the Soviet Union. Why did West Ger-
many alter its policy and cease to view East-West trade as
primarily a political lever? The book examines in detail the
German government's historical attempts to change Soviet pol-
icy through the use of economic weapons and explains why,
when the Social Democratic-Free Democratic coalition came to
power in 1969, it ceased to use trade as a primarily political
instrument. The Soviet side of this equation is discussed in equal
detail, in particular why the USSR has not historically responded
to Western use of the trade weapon.

Prior to the detente era, Bonn and Moscow disagreed on the
definition of the German problem and its possible resolution.
Trade was used as one form of negotiation in discussions on
Germany. The election of Chancellor Willy Brandt in 1969 and
the change in West German Ostpolitik heralded a new era in
Soviet-West German relations. In the past decade, ties between
the two countries have undoubtedly improved; yet the German

xiii



xiv Preface

problem remains unsolved. Why is it that Brandt's Ostpolitik
and Brezhnev's Westpolitik have not yet resolved the ultimate
question of the future of Germany? This issue is examined from
both the Soviet and German sides. It will continue to play an
important role in European politics for many years. It is ulti-
mately both a political and an economic question; moreover,
economic relations are also at the core of intra-German contacts
and the triangular Soviet relationship with both Germanies.

The relationship between the two Germanies has become an
increasingly important determinant of West German Ostpolitik,
and has given Bonn a considerable stake in maintaining detente
in Europe. This commitment is not necessarily shared by the
United States, as events since the invasion of Afghanistan have
shown. This book discusses the origins of the divergences be-
tween American and German policies toward the Soviet Union
in the early 1960s, and the development of these conflicts since
detente. America and Germany share fundamental security
goals toward the USSR; yet they disagree on how to achieve
these ends, and on the ranking of their interests in East-West
relations. In particular, they differ over the politics of East-West
trade and the utility of punitive economic sanctions. The Reagan
administration's opposition to Germany's participation in the
Yamburg natural gas pipeline from the USSR and the disagree-
ment between Washington and Bonn over the imposition of
high technology and grain embargoes against the USSR under
President Carter are reminiscent of the Adenauer-Kennedy
conflicts over the pipe embargo and wheat sales to the USSR.
The difference is that in 1980, unlike in 1963, Germany was
not willing to follow the American agenda and reduce trade with
the USSR. Meanwhile, the Soviet Union has consistently sought
to capitalize on German-American disagreements over eco-
nomic relations with the USSR. The German-American discord
over East-West trade, and the Soviet reaction to it, form another
theme of this book.

The 1970s began with great expectations for East-West rela-
tions. The 1980s have begun on a more sober and pessimistic
note. As we move into an age of greater uncertainty, Soviet-
West German relations will continue to play a pivotal role in
determining and regulating the structure of the uneasy postwar
coexistence between East and West.
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1

The German problem and linkage
politics

I say, as Voltaire said of God, that if there were no Germans we should
have to invent them, since nothing so successfully unites the Slavs as a
rooted hatred of Germans. Mikhail Bakunin, 18651

[I]f war is too important to be left to the generals, surely commerce is, in
this context, too salient to be left to bankers and busi-
nessmen. .. . Another misconception is that the potential for economic
leverage, even if it exists, cannot be translated into effective pressure
against the Soviets, because they will not make political concessions for
economic purposes. In fact, however, only rarely have Western coun-
tries attempted to use economic leverage against them.

Samuel P. Huntington, 19782

The German problem has been a major source of instability in
European and world politics for over a century. Although it has
been resolved for the time being since the normalization of rela-
tions between the Federal Republic of Germany (FRG) and its
Eastern neighbors in the early 1970s, it could once again become
a source of international tension. It is a central issue for Soviet
foreign policy. The relationship between Germany and the
USSR remains one of the most important determinants of
East-West security today. It is therefore vital to understand the
process of postwar Soviet-German conflict and rapprochement
to outline future developments in East-West relations. Although
political questions have dominated the evolution of West Ger-
man Ostpolitik and Soviet Westpolitik, the economic aspects of
the relationship have at times played a significant role in the
development of German-Soviet detente, interacting with politi-
cal issues. This book examines the importance of economic de-
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2 From Embargo to Ostpolitik

terminants in shaping Soviet and West German foreign policy
toward each other.

Unlike Soviet relations with other Western European coun-
tries, postwar Soviet-West German relations are unique in that
until 1969 neither side would even agree on a common agenda
for the conduct of relations or on what the parameters of their
relationship should be. As long as the FRG refused to recognize
the German Democratic Republic's existence, Soviet-West Ger-
man relations were particularly strained and complicated, be-
cause West Germany's Ostpolitik was largely a function of its
Deutschlandpolitik (policy toward East Germany). Detente has in-
volved a process of normalizing East-West relations in Europe.
Because of the prior hostile state of Soviet-West German con-
tacts, the Soviet-FRG relationship has altered more dramatically
than have Soviet relations with other West European countries.
Relations with the FRG have always determined Soviet policy
toward Western Europe. Hence the special significance of
Soviet-West German contacts in the detente era. Moscow's im-
proved ties with Bonn have involved major policy shifts on both
sides since 1969 and changes in power relations that are particu-
larly important for the future Soviet presence in Western
Europe. Prior to 1969, the USSR and the FRG did not agree on
what the rules of their bilateral game should be. Now their rela-
tionship is directed toward securing and modifying the rules of
that game.

The history of West German-Soviet relations since 1955 is a
chronicle of clashes over solutions to the German problem. Tra-
ditionally, the German problem prior to 1871 was defined by
Germany's weakness and hence its inability to prevent domina-
tion by others. After 1871 the main problem was Germany's
strength - it was either too strong to be contained by its
neighbors or not strong enough to impose its hegemony on the
continent.3 In the cold war era, the German problem had
centered on four main questions. First, what was the proper
geographical location for Germany in Europe? Should it have
remained truncated or should it have expanded eastward and
recouped its territories of 1937? Second, there was the division of
Germany. Should it have remained divided or if it were to have
been reunified, what kind of government should it have had?
Third, there was the role of Berlin. Should West Berlin have
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been linked to the FRG and if so, in what way? Fourth, there was
the question of West Germany's role in the international system
and its relations with both parts of Europe. By 1973, all four
aspects of the problem had been resolved in international
treaties, and the nature of the German question was materially
altered.

In the formulation and implementation of foreign policy,
states have limited resources at their disposal. As part of their
attempt to influence outcomes in their favor, states will use
whatever bargaining levers they possess. In an asymmetrical re-
lationship, such as that prevailing between the USSR and the
FRG after 1949, economic levers have had a special significance
for West Germany. The FRG was by far the weaker country in
terms of traditional measures of political and strategic power;
yet economically it was often in a stronger bargaining position
than was the USSR. The normalization of Soviet-West German
relations in the last decade involved agreements on the core
political questions of the cold war. Although the goals were polit-
ical, the FRG sometimes used economic means in the process of
negotiating with the Soviet Union. This book analyzes the extent
to which Bonn succeeded in modifying Soviet foreign policy
through the use of economic levers by focusing on three main
themes.

Soviet-West German relations: background

The first theme is the development of German Ostpolitik and
Soviet Westpolitik since 1955. Soviet-German relations were de-
termined by the political and geographical situation in Europe at
the end of the Second World War. Josef Stalin's prime concern
after 1945 was to guarantee that Germany could never again
threaten the Soviet Union. In his search for security, Stalin was
convinced of the need to create a series of loyal buffer states
between Germany and the USSR. He was willing to accept a
Western sphere of influence in Europe but was intent on con-
trolling the governments of Eastern Europe to ensure their
compliance with Soviet goals. Without embarking on a discus-
sion of the origins of the cold war, which have been extensively
analyzed elsewhere,4 suffice it to say that the USSR's definition
of spheres of influence was different from that of the West. The
United States and Britain considered the Soviet imposition of
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communist government in Eastern Europe a breach of the Yalta
and Potsdam agreements.

There is some evidence that Stalin was undecided about what
Germany's fate should be in 1945. By 1949, however, the USSR
believed that the division of Europe could be secured only by the
division of Germany into two halves, one of which had to be in
the Soviet sphere. In redrawing the postwar map of Europe, the
USSR moved westward, annexing parts of what had formerly
been East Prussia, and Poland gained parts of Silesia and
Pomerania, previously under the German Reich. The boundary
of Poland was drawn at the Oder-Neisse line. Altogether, Ger-
many lost 13,205 square kilometers of its territory to the USSR
and 101,091 square kilometers to Poland. Apart from losing
24.3 percent of its prewar (1937) territory, Germany was divided
into two halves. Berlin was also divided, although it remained
under Four-Power control. The main point of contention be-
tween the USSR and the FRG after 1949 was the legitimacy of
the postwar status quo. The West Germans rejected both the
political legitimacy of the German Democratic Republic (GDR)
and the geographical legitimacy of Poland's and the USSR's in-
corporation of territories belonging to the former Reich. They
also insisted on maintaining links with West Berlin. The Soviet
Union, on the other hand, sought German ratification of the
status quo. In the absence of a peace treaty between the two
sides, there were no bilaterally accepted rules of conduct.

There were three distinct West German Ostpolitiks in this
period. The first was that of Chancellor Konrad Adenauer
(1949-63) and was negative and passive until his final year in
office. Adenauer's Politik der Stdrke (policy of strength) was pred-
icated on the premise that the FRG's integration into the West
was the precondition for German reunification and also on an
uncompromising stance toward the USSR. The issue of German
reunification was certainly the most prominent in Adenauer's
declaratory Ostpolitik, partly for domestic reasons. Every con-
tact with the USSR in the early years was designed to induce the
Kremlin to renounce its control over East Germany and allow
Germany to be reunited. Reunification was upheld as the central
goal. In his operational policy, however, Adenauer did not act as
if reunification was his first priority. Germany's integration into
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the Western alliance was far more important for him. Mindful of
his constant need to reassure the United States that the FRG was
a reliable member of the Western alliance, Adenauer's Ostpolitik
consisted largely of the periodic articulation of legal claims, such
as self-determination for the "Soviet zone" (i.e., the GDR), free
all-German elections, and the Alleinvertretungsanspruch - the
claim of West Germany to speak for the whole of Germany,
because East Germany was an illegitimate state. This became
known as the Hallstein Doctrine, whereby the FRG refused to
have diplomatic relations with any state that recognized the
GDR. This placated domestic opinion, did not threaten the
United States by appearing to be an autonomous policy, and was
an alibi for prudent inaction.5 The only concrete result of
Adenauer's Ostpolitik was the reluctant establishment of diplo-
matic relations with the USSR. Adenauer's Ostpolitik was
Moscow-oriented. He dealt only with the USSR and refused to
pursue contacts with the Eastern European states, whose legiti-
macy he denied.

Under Chancellors Ludwig Erhard (1963-6) and Kurt Georg
Kiesinger (1966-9), German Ostpolitik became more flexible.
Bridge building and the "policy of movement" ultimately were
unsuccessful in achieving their specific goals, but they implied a
degree of reconciliation with the USSR. Instead of dealing only
with Moscow, Erhard and Kiesinger tried to woo Eastern
Europe. However, Germany refused to ratify the status quo in
Europe and continued to deny the legitimacy of most of Eastern
Europe's existence. The only concrete achievements of the more
active Erhard-Kiesinger Ostpolitik were the establishment of
trade missions in Eastern Europe and of diplomatic relations
with Rumania. Under Chancellors Willy Brandt (1969-74) and
Helmut Schmidt (1974-present), German Ostpolitik has changed
dramatically. The FRG since 1969 has been willing to ratify the
geographical status quo in Eastern Europe and to renounce its
Alleinvertretungsrecht. Initially, Brandt realized that he had to re-
vert to dealing only with Moscow. Subsequently, the FRG was
able to establish relations with all Eastern European states, includ-
ing the GDR, and although it retains an ultimate commitment to
reunification, it recognizes the impossibility of achieving this goal
in the near future.
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Soviet Westpolitik since the death of Stalin has been more
consistent than has German Ostpolitik. Prior to 1954, one could
argue that the USSR was not sure about what course it wanted
Germany to pursue or whether it should be reunified. There is
evidence that Stalin was flexible on this issue, and yet the main-
tenance of a loyal East German buffer state was also considered a
vital necessity. Although there are few data to support this claim,
Khrushchev said in May 1963 that Beria in 1953 was willing to
allow the FRG to absorb the GDR, and this was one of the rea-
sons Khrushchev gave for his execution.6

Nineteen fifty-four was in some ways a watershed year for
Soviet policy toward the FRG. Bitterly opposed to the Paris
agreements by which the FRG joined the Western alliance, the
USSR was reluctantly forced to accept Germany's membership
of NATO as a fait accompli. Once the USSR had accepted the
FRG's membership in the Western alliance and had secured
German diplomatic recognition, its main goals were to obtain
FRG diplomatic recognition of the GDR and the rest of Eastern
Europe and an acknowledgment of the legitimacy of the postwar
status quo in Europe. This remained a consistent Soviet stance
during the regimes of Nikita Khrushchev (1954-64) and Leonid
Brezhnev (1964-present). Apart from the 1958-62 Berlin crisis,
the USSR has grudgingly been willing to accept that West Berlin
has some links with the FRG. Soviet Westpolitik has largely
achieved its aims, because the FRG by 1973 had acceded to all the
main Soviet demands for ratification of the postwar status quo.

The USSR has had an advantage in the pursuit of its
Westpolitik. Russia's Westpolitik was always oriented toward
securing a legitimization of the status quo. Whereas the USSR
sought ratification, however, the FRG's Ostpolitik was predi-
cated on revisionism - on changing the status quo. In this sense,
the Soviets, as the status quo (and the stronger) power, stood a
greater chance of success than did the revisionist weaker Ger-
mans. The German issue was the main focus of Soviet policy
toward Europe. The perceived need to prevent Germany from
ever reaching the position in which it had the capability to
threaten the USSR dictated Soviet policy toward Eastern Europe
and exacerbated the differences that had been inherent in the
wartime alliance with the West, that tenuous marriage de conve-
nance that proved to be only too ephemeral. The Western Allies
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- the United States, France, and Britain - felt equally con-
strained to supervise West German foreign policy for ten years,
to ensure that West Germany could be reborn as a nation in
which a commitment to a democratic system of government and
an orientation toward the West were better rooted than they had
been in the unfortunate Weimar Republic. It was only in 1955,
when West Germany became a sovereign state, that the USSR
and West Germany were able to begin to develop a bilateral
relationship, albeit under the close supervision of the Western
Allies.

Linkage politics

In their attempts to modify each other's policies, both the USSR
and the FRG sought to link different aspects of their foreign
policy. Linkage politics forms the second theme of this book.

Linkages arise when states decide that they can utilize levers
and make an economic concession dependent on another state's
granting a political quid pro quo, or vice versa. Since the Bol-
shevik revolution, Western states have tended to assume that,
given the USSR's economic problems, it would be willing to
make political concessions in return for trade. Linkage politics
become particularly significant when obvious asymmetries in
power arise between antagonistic nations. During much of the
period that this book discusses, West Germany and the USSR
were on opposite sides in the cold war and as such had mutually
hostile relations. However, their economic contacts, meager
though they were, implied a degree of normality and coopera-
tion absent from their political relations. This asymmetrical situ-
ation of confrontational political relations and potentially
cooperative economic relations was the environment that facili-
tated a policy of linkage. As unequal antagonists, both the USSR
and West Germany were able to use reward power.7 In a
dynamic relationship that includes both political and economic
contacts, linkage involves changing interactions between dif-
ferent levels of interstate relations. The possibility of linkage was
always there, but the character of linkage altered as relations
became normalized.

An analysis of the politics of West German-Soviet economic
relations is comprehensible only in the context of the general
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environment in which they operated. West German-Soviet trade
was largely determined by general East-West economic interac-
tions. East-West economic relations are distinguished by four
basic features that differentiate them from all other interna-
tional economic transactions. First, they have taken place be-
tween two antagonistic, hegemonic political blocs confronting
each other as ideological adversaries. Although they were ini-
tially dedicated to each other's overthrow in the early years of
the cold war, their enmity has somewhat dissipated, although
both sides remain wary of each other's future goals both inside
and outside Europe. The era of detente has signaled a willing-
ness to cooperate in some areas but by no means an end to the
basic enmity. Second, not only have the political systems in the
East and the West been antagonistic, but their economic systems
have been very differently organized, creating problems. Capi-
talism, based on the more or less free play of the market and
with some commitment to free trade, has faced socialism, in its
guise of state-controlled economies, with rigid centralized plan-
ning and pricing policies that bear little relation to cost factors.
Third, there has been a great asymmetry between the economic
development of the two blocs, such that East-West trade has
always been and continues to be mostly complementary, involv-
ing the exchange of raw materials for advanced Western
technology. Fourth, despite the antagonism between the two
blocs, the existence of a nuclear stalemate has meant that hos-
tilities have had to be conducted by methods other than outright
war. In much of the cold war era, trade was the continuation of
politics by other means.

Soviet-West German relations are a particularly salient exam-
ple of the interrelation of politics and economics because of their
prior history of economic interdependence. The long tradition
of economic relations between the two countries meant that both
economies were oriented toward trade with each other, and
there was a certain complementarity of interests. Even when
political relations were bad in the prewar days, economic rela-
tions were relatively good. A few statistics will show how impor-
tant trade with Germany was to Russia (it was always more im-
portant to Russia). From 1858 to 1862, imports from Germany
formed 28 percent of Russian imports, and exports to Germany
formed 16 percent of Russian exports. From 1868 to 1872, the
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figures were 44 and 24 percent, respectively. In 1914 - the best
year - the figures were 47 and 29 percent. In 1923, they were 25
and 30 percent; and in 1932 they were 47 and 18 percent.8 By
contrast, 5.3 percent of the USSR's trade was with the FRG in
1979.9 There was a tradition of Soviet admiration for German
achievements, particularly in the field of economics.10

German-Soviet trade has always been characterized by the ex-
port of advanced industrial goods from Germany in exchange
for raw materials from Russia. There have also been the special
asymmetries of a medium-sized, highly developed country, for
which foreign trade is an important part of its GNP (roughly 30
percent), trading with a large, relatively backward country for
which foreign trade forms only 5 percent of the GNP. This
asymmetry has had both advantages and disadvantages for
Germany. On the one hand, Germany has greater leverage in
international trade than does the USSR. On the other hand, it is
more susceptible to economic pressure from the outside.11

These are the reasons why linkage politics were both possible
and feasible in FRG-Soviet relations. Based on these premises, it
is possible to analyze the dynamics of German-Soviet relations in
terms of four linkage strategies. These are four different ways of
describing the possible uses of economic and political levers in a
bilateral relationship, and they have all been used at various
times during the 1955-80 period.

1. The first strategy is negative economic linkage, involving
the use of negative economic means in the pursuit of political goals.
In other words, country A indicates to country B that it will not
sell B a particular commodity, or not trade at all with B because
it disapproves of B's foreign policy. Trade denial is the most
usual form of negative economic linkage. This linkage can be
either general or specific. In other words, country A can deny
country B some economic good because it disapproves of B's
general policy, or it can deny the trade because of some specific
foreign policy act by B, for instance, the U.S. technology em-
bargo following the Soviet invasion of Afghanistan. The nega-
tive linkage could also be a response to domestic political de-
velopments in B, such as the U.S. Congress's denial of Most
Favored Nation status to the USSR because of its Jewish emigra-
tion policy.

2. The second strategy is positive economic linkage, involving
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the use of positive economic means in the pursuit of political goals.
In this situation, country A uses trade inducement - offering
country B something it wants - in the expectation that this will
persuade B to modify aspects of its policies. Again, this linkage
can be general or tied to a specific political quid pro quo, and
could be directed toward country B's modifying its foreign or
domestic policies.

3. The third possible strategy is negative political linkage, in-
volving the use of negative political means in the pursuit of economic
goals. In this scenario, country A pursues a more hostile policy
toward country B than heretofore because it disapproves of B's
foreign economic policies. The linkage can be general or specific.

4. The fourth strategy is the opposite of this. It is positive
political linkage, involving the use of positive political means in the
pursuit of economic goals. In this case, country A agrees to make
a concession in its foreign policy toward country B in return for
B's altering its foreign trade policy. The concessions can be gen-
eral or specific.

This book will describe how all of these categories have
applied at one time or another during the period and will ex-
plain why different strategies were valid at different times. On
the basis of the evidence, it will suggest the environment in
which similar situations might arise again, and it will evaluate the
success of the use of these various negative and positive political
and economic levers. Of course, trade and politics can develop as
separate processes even if trade is politically motivated. Linkage
occurs only when a country explicitly makes economics and poli-
tics interdependent. Moreover, economic and political relations
can affect each other without conscious linkage strategies.

There is a major caveat involved in attempting to differentiate
between negative and positive levers. The interaction of eco-
nomic and political factors is complex, and it is not always easy to
distinguish unambiguously between cases in which a lever is
used negatively or positively. Linkage, like beauty, is often in the
eye of the beholder, and the same lever can be interpreted as
either positive or negative depending on the particular percep-
tions involved. We shall try, wherever possible, to differentiate
between trade inducements and trade denial in specific in-
stances, but sometimes the intricacies of the situation will blur
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fine distinctions. On occasion, the USSR and the FRG have used
similar levers in mirror-image fashion, and the identification of
negative or positive levers depends on discovering who initiated
the linkage strategy.

In any discussion of the use of linkage strategies, one of the
most important questions is who sets the agenda. Before we can
develop a viable analysis of the use of levers in foreign policy, we
must ascertain which country has the power to define the
framework in which the linkage is made and can initiate such
linkage. The kind of linkage that is used will be determined by
the environment that establishes the terms of the relationship.
In the case of West German-Soviet relations, the question of
agenda setting is complex and involves various levels. The bilat-
eral FRG-USSR relationship for much of the period operated
within a larger three-party game. Until Willy Brandt's accession
to power, German foreign policy, particularly its Ostpolitik, was
subject to American control, and any initiatives were taken only
with American approval. It was often the U.S.-Soviet relation-
ship that set the agenda for the West German-Soviet relation-
ship, most strikingly in the case of the pipe embargo of 1962, it
was the United States that initially made the issue of trading with
the USSR so controversial for the West.

To understand how trade becomes politicized, we can imagine
a situation in which country A is in a position of power over
country B. That is, it is less interested in trading with B than vice
versa, from which it derives this power. Primary politicization
occurs when A determines in what way it might utilize B's desire
to trade with it by demanding certain political concessions from
B. Politicization, in this sense, means placing economic issues on
the political agenda between A and B. The situation may alter
and B may subsequently become less interested in trade with A,
but once A has set the agenda, B will probably react to sub-
sequent situations essentially in the form spelled out by A's initial
definition of the parameters of politicization. Thus, it is likely
that, even if B is now in a position to link economic relations to
political concessions from A, it may well define politicization - in
this case, secondary politicization - in terms that are derived from
those set by A. Thus, A has begun a chain reaction in which the
initiative in the politicization of economic relations may shift
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from A to B, but in which the stakes involved in the politicization
are likely to derive from the initial agenda setter. This places the
actor who first politicizes trade in a strategically advantageous
position.

Primary and secondary politicization are important aspects of
agenda setting in international politics. However, domestic poli-
tics also influence agenda setting. Foreign policy consists of two
discrete processes - policy formulation and policy implementa-
tion. In a pluralist society, the process of policy formulation is
complex and involves inputs from many different domestic
groups. In communist societies we have evidence that bargain-
ing among various sectors of the leadership also exists, but it is
far harder to document this process. However, the agenda for
linkage, involving as it does both government and business in
pluralist societies, is often determined as a result of domestic
bargaining. The domestic group that has the most power will
probably set the agenda, but different groups will predominate
depending on whether it is economic or political levers that are
being used in the pursuit of foreign policy goals. In this sense,
trade can be politicized when the government interferes with the
business sector. Agenda setting is therefore both an international
and a domestic issue.

During the period covered by this book, West Germany en-
joyed predominant economic bargaining power over the USSR
and was generally the initiator of economic linkage strategies.
For this reason, the USSR sought to avoid any such linkage
because it had to respond to Bonn's policies. On the other hand,
the USSR, as the predominant political power, initiated political
linkage strategies to which Bonn had to respond. Thus, both
sides preferred to operate in an environment in which they
could be the initiator of, rather than the respondent to, a linkage
strategy.

The domestic roots of linkage

The question of domestic politics of linkage forms the third
main theme of this book. The book examines the problem that
all pluralist societies face in pursuing a foreign policy of linkage,
whether negative or positive, political or economic. There is a
limit to how much any Western government can tell its business
community what to do. We shall discuss the relationship of West
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German business and government in the linkage question and
examine the role of economic and political interest groups in
formulating foreign policy and setting the agenda.

There will be an asymmetry, however, in considering the role
of various participants in the FRG. There will be a tendency to
disregard the role of nongovernment actors in political ques-
tions and to examine them more closely in economic transac-
tions. The reason is that for most of the time covered by the
book, the political climate between East and West was so hostile
that there was little room for nongovernment actors to exercise
any influence.

As Arnold Wolfers has indicated, "the closer nations are
drawn to the pole of complete compulsion, the more they can be
expected t o . . . act in a way that corresponds to the deductions
made from the states-as-actors model."12 It seems that non-
government actors can play a more significant role when politi-
cal relations are flexible enough to permit a variety of contacts.
In the East-West situation, only after a relative relaxation of
central political controls could these actors have more leeway. In
an environment of intense ideological and political antagonism,
the room for maneuvering was far smaller.

Although it is comparatively easy to identify West German
transnational and nongovernment actors, any discussion of
nongovernment Soviet actors is fraught with difficulties. This is
not to say that Soviet society is a monolith. Since Stalin's death,
there is increasing evidence of disagreements within the Soviet
elite, and yet any attempt to identify specific interest groups or
pluralist enclaves within Soviet society is difficult and remains
largely within the realm of speculation. Political participation in
the USSR is largely directed from above and does not represent
genuine popular initiative. It is consequently problematic to
identify autonomous sources of power or interest coalitions.
Furthermore, although interelite bargaining undoubtedly takes
place, these elites do not amount to interest groups in the West-
ern sense of the word. These groups lack the necessary sanctions
or "clout" to make their opinions felt if these views are opposed
to those of the party leaders. The USSR remains a closed society,
hierarchically controlled and organized, and unfortunately we
lack systematic evidence on differences of opinion on foreign
policy between specific groups, although anecdotes abound.13
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There have been a variety of East-West nongovernment con-
tacts in the cultural and economic spheres - trade union dele-
gations, student and cultural exchanges, various friendship
societies and discussion groups, and delegations of Western
businessmen to the USSR. It is unclear what, if any, political
significance these kinds of exchanges have had, although they
may have had some economic importance. In terms of Soviet
society, one cannot call these groups independent nongovern-
ment actors. Because all official Soviet delegations that have con-
tact with foreigners are carefully chosen by the party organs, it is
debatable whether these formally nongovernment actors are in-
deed distinguishable from the government (and by implication
the Communist Party) in the views that they put forward and in
the freedom of maneuver and access to channels of influence
that they have. In a society as highly centralized and stratified as
the USSR, when insulation from foreigners until the detente
period was fairly complete, the number of channels open for
nongovernment foreign contacts were severely limited.

Although there will therefore be some asymmetry in consider-
ing the actors in Soviet-West German relations, we shall discuss
the growing importance of economic interest groups in the for-
mulation of West German foreign policy. As economic relations
have become depoliticized since detente, the government has
relaxed its control over business groups' freedom to negotiate
economic contacts with the USSR. Certain economic groups in
the FRG have come to play a more important role as foreign
policy actors and have sought to insulate trade policy from nega-
tive political influences.

In the last decade, the economic content of Soviet foreign
policy has become more marked, and it is generally agreed that
economic determinants have grown in relative importance in the
formulation of Soviet policy toward Europe. This increasing
salience of economics in foreign policy has been matched by
what appears to be the growing influence of the "managerial-
technologist" group on Soviet policy.14 The evidence suggests
that the economic elite has been pressing for normalization of
relations with the FRG and, like its Western counterparts, has
sought to insulate trade from political interference.15

There is a central irony in any comparison of the feasibility of
implementing linkage strategies in socialist and capitalist
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societies. It is structurally far easier for the Soviet government to
enforce linkage strategies domestically than it is for the German
administration. Because Brezhnev does not have to deal with an
independent economic sector, he can more perfectly control the
economic and political components of his foreign policy. There
is no question that Stankoimport, for example, will obey his
orders. Yet the USSR has made sparing use of its institutional
advantage in using coercive economic power against the West,
maybe because of its relatively limited involvement in interna-
tional trade.16 Moreover, despite the structural advantage that
Moscow has in implementing linkage strategies, it has rarely
possessed the economic power to do so in its relations with Bonn.

It is much harder structurally for the German government to
utilize economic leverage because trade with the USSR is by and
large the preserve of the private sector. Helmut Schmidt cannot
order Krupp to do what he wants, and Adenauer did it with
great difficulty, as we shall see. From an institutional point of
view, it would have been easier for Bonn to use political leverage
because the government would not have had to deal with the
business community. However, as it was the weaker political
power vis-a-vis Russia, this was never a practical possibility.
Within Germany, the foreign trade agenda evolves through a
process of bargaining between different groups. Only in the
pipe embargo was the German government able to forbid pri-
vate companies from selling to the USSR, at considerable politi-
cal cost to the country. Otherwise, the German government can
control trade with the USSR only to the extent that it negotiates
trade treaties or determines whether credits can be subsidized. A
further complication arises from the split between the executive
and legislature in the FRG. The German government has to
contend both with business and with the Bundestag if it wants to
implement a linkage strategy. However, despite institutional dis-
advantages, West Germany is the stronger power economically
in its relations with the USSR, and pragmatically it has been
easier for the FRG to utilize economic leverage. Germany has
tended to use economic levers, whereas the Soviets have usually
used political levers. Agenda setting and the potential to initiate
linkage depend on who has the predominant power, in what
area, and how many actors - domestic and international - are
involved.
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The terms of the debate

Before we begin our discussion of the politics of West German-
Soviet economic relations, we must tackle a few definitional is-
sues. Although it is theoretically possible to differentiate be-
tween economics and politics, the two are so often intertwined
that any all-encompassing methodological definition would be
too abstract for the purposes of this analysis. Rather, when we
discuss specific issues in German-Soviet relations, we shall dis-
tinguish between economic and political levers in a concrete con-
text. The impossibility of developing a general theory that dif-
ferentiates precisely between political and economic means and
ends has been elegantly explained by one of the foremost
scholars in this area:
On the one hand, it appears that the number of connections between
economics and politics is limited only by the ability of social scientists to
detect them. On the other hand, it seems quite unlikely that there exists
somewhere a master key which would bring into view the usually hid-
den political dimensions of economic relationship or characteristics in
some more or less automatic or systematic manner. Each time it seems
to be a matter of specific ad hoc discovery.17

The use of Western political and economic definitions in specific
contexts is compatible with Soviet writings on this subject. Soviet
leaders are quite capable of differentiating between political and
economic criteria on an ad hoc basis, irrespective of more
theoretical Marxist-Leninist ideology. Factors such as the most
advantageous price for goods and a desire to maximize profits
are just as keenly appreciated by the Soviets as by their Western
counterparts. Because the Russians have entered the world
market on capitalist terms and use capitalist-determined world
market prices, they are quite capable of dealing with the
capitalists and appreciating capitalist economic criteria. Accord-
ing to an eminent Hungarian economist, "We can admit without
shame . . . that so far socialism has found no acceptable concept
of its own covering the questions of foreign trade and interna-
tional economic relations."18

When we analyze the politics of foreign policy making, we
cannot talk about political and economic goals without dif-
ferentiating between various levels. Beneath these two concepts
lie many gradations of importance. Political goals, in the Ger-
man case, ranged from German reunification to the release of
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10,000 German prisoners of war from the USSR. Similarly, the
USSR has pursued a variety of major and minor political and
economic goals vis-a-vis the FRG. We can distinguish between
core political values and secondary goals. Core political goals in-
volve such vital interests as national security, territorial integrity,
national survival, and, in some instances, prestige. They include
both national goals and the preservation of alliances deemed
essential to national security. Core values can involve practical or
more symbolic matters. Secondary values are those concerned
not with survival or prestige but with increasing influence, alter-
ing the international environment in one's favor, or satisfying
domestic political groups. They are important at the margin of
politics. Likewise, core economic goals involve questions of eco-
nomic survival and maintaining present standards of living or
access to vital raw materials such as oil. Secondary economic
goals are concerned with more marginal issues. The success of
linkage strategies depends on the kinds of goals involved. It is
important to identify the kinds of foreign policy goals involved
in order to ascertain the effectiveness of linkage strategies. Both
West Germany and the USSR tried to utilize leverage in situa-
tions involving core political values, but linkage was in fact most
successful where secondary goals were at stake and where the
economic and political goals were symmetrical.

This book will examine the changing dynamics of Soviet-
German relations by investigating a series of questions. First,
from the West German side, we shall examine to what extent the
German government consciously used economic incentives to
encourage political concessions from the USSR and to what ex-
tent it used economic veto power when these political conces-
sions were not forthcoming. Second, we shall discuss the dif-
ferences between the government leaders, the various ministries
(particularly the Foreign Office and the Economics Ministry),
and the business community over the role of economic relations
with the USSR. We will examine the kinds of interest group
coalitions that were formed and how they evolved over time.
Third, we will analyze to what degree the FRG's economic rela-
tions with the USSR have become relatively depoliticized in the
years following the Brandt Ostpolitik and how the interaction of
politics and economics has altered. If economic factors have be-
come more important for the Germans, then we will examine
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what economic problems have arisen from less politicized con-
tacts and how they have affected the formation of interest
groups. We shall also discuss whether stronger economic ties
have in any way improved political relations. Finally, we shall
analyze to what extent a country can use economic levers suc-
cessfully in the pursuit of political goals when dealing with an
adversary, and the lessons that German policy makers have
drawn from this practice.

From the Soviet side, we shall discuss first whether the Soviet
interest in trade with the FRG was always more economic than
was the German interest. Second, we shall examine the evidence
of differences between various ministries, foreign trade organi-
zations, and scholarly institutes on the question of economic ties
with the FRG and whether one can infer any consistent pattern
from these differences. Third, we shall discuss to what extent
the Soviet response to Ostpolitik was predicated on specific
Soviet economic needs. We shall examine alterations in the
structure of Soviet trade with the FRG for clues about the rela-
tive importance of foreign trade with West Germany over time.
Finally, we shall discuss to what extent Soviet leaders have been
willing to make political concessions in return for economic ben-
efits, and to what degree they have changed their ideas on this
problem over the past few years.

This book deals with the politics of East-West trade. One of
the main themes is that the use of economic and political means
in the pursuit of foreign policy goals has altered as a result of the
changing international situation and changing domestic eco-
nomic conditions. The normalization of relations represented
the key turning point in the use of levers. From the West Ger-
man point of view, economic incentives and disincentives were
used in the pre-Brandt period in an attempt to modify Soviet
behavior on the German question but were largely unsuccessful.
Since Brandt's Ostpolitik, there have been fewer attempts to
utilize economic levers in political bargaining. From the Soviet
side, there were some attempts in the post-1969 period to use
political levers to gain economic concessions, but the Russians
were mainly interested in keeping economic and political goals
separate and avoiding linkage because they wanted to import
from the FRG irrespective of the political climate. One cannot
talk about the USSR using economic means in the pursuit of
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political goals because it was at a relative disadvantage eco-
nomically and thus not in a position to manipulate economic
levers.

Because detente has involved the process of normalizing pre-
viously hostile relations, the book will examine what happens to
economic relations as political contacts become less hostile. In a
period of general disillusion with detente, it may well turn out
that the economic dimensions of East-West relations will be the
more stable element in the delicate East-West equation, particu-
larly in the German-Soviet relationship. However, the book will
show that, based on the West German experience, it is in general
illusory to believe that the West can significantly change Soviet
political behavior through the use of economic levers.



The long road to Moscow: the origins of
linkage, 1955

Bismarck spoke about his nightmare of coalitions against Germany. I
have my own nightmare: its name is Potsdam.

Konrad Adenauer, 19531

Chancellor Konrad Adenauer arrived in Moscow in September
1955, in response to a Soviet invitation, to begin negotiating with
Soviet Premier Khrushchev. The talks were partly conducted
out of a railway carriage, symbolizing the fact that West
German-Soviet relations were still in their glacial phase.2 The
Soviet experience with Germany during World War Two had
left a legacy of profound mistrust and fear of Germany among
both the leadership and the Soviet people. From the German
side, Adenauer, Der Alte, was preoccupied with proving Ger-
many's loyalty to the West. In many ways West Germany was a
beneficiary of the origins of the cold war. Had the USSR not
become the United States's main antagonist immediately after the
Second World War ended, West Germany would have found
rehabilitation more difficult. As it was, the denazification pro-
gram was soon scaled down, and the FRG became one of the
bulwarks of the Western alliance. After the USSR and the FRG
established diplomatic relations in 1955, Soviet-West German
relations improved marginally but remained antagonistic.
Adenauer's visit to Moscow marked the beginning of a new era
in Soviet-German relations.

Background to the summit

In analyzing Soviet political goals toward West Germany prior to
the 1955 summit, it is essential to bear in mind that, until Ger-
many became a member of NATO and was granted full sover-

20
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eignty in May 1955, there was some optimism on both sides of
the iron curtain that a solution to the German problem could be
found, other than its permanent division and incorporation into
two antagonistic power blocs. Indeed, after the end of the Ko-
rean War, the Russians decided to initiate what was in retrospect
seen by some as a major effort to find a solution to the German
problem. It is probable that, at least until 1949, Stalin did not
have a blueprint for Germany, and he was partly sounding out
the other Allies to determine the geographical and political
shape of a future united Germany. In his 1952 work Economic
Problems of Socialism in the USSR, Stalin predicted that Germany
would rise again as a great power and that, as a consequence of
attempting to "break out of American bondage," Germany
would bring on a new war.3 His views in this book underline his
concern to prevent a resurgent Germany from turning its ag-
gression against the USSR.

Although the division of Germany appeared to be a fait ac-
compli, Stalin sent the Western powers a note in March 1952
proposing a reunited, neutralized Germany. Unlike all previous
Soviet proposals, this was the first to admit that a reunited Ger-
many could have a national army.4 This note was sent during the
period when the Western powers were trying to agree on giving
the FRG a greater measure of sovereignty and including it in a
European Defense Community (EDC). In fact, the note was sent
just prior to the signing of the EDC treaty in May. The main
Soviet purpose behind this note was to forestall that develop-
ment, because Russia now considered the strengthening of the
Western alliance and the FRG's integration into it more of a
menace than the possibility of a reunited armed Germany. In
addition, because the opposition party, the German Social
Democrats (SPD), vigorously opposed the inclusion of the FRG
in an EDC because it would make reunification more difficult,
the Kremlin decided to exploit these differences within Ger-
many.5 After a seven-month heated exchange of diplomatic
notes, the Soviet proposal foundered on an irreconcilability of
views.6 The Western powers insisted that reunification be predi-
cated on free elections in both parts of Germany, and the Rus-
sians countered that this was a diversionary tactic employed by
the West to obscure the real purpose of the Soviet note. In an
authoritative Soviet book about the German question, the weight
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of blame for the failure of the Soviet proposal was ascribed to
the United States; however, Adenauer was also severely
criticized.7 Although the Soviets failed to prevent voting on the
formation of an EDC, the French ultimately vetoed it because
they feared a loss of sovereignty. Many years later, the theory of
"lost opportunities" became popularized in the West. Some
analysts believed that the USSR had genuinely been interested in
German reunification in 1952 and that the Western powers had
passed over this unique opportunity to solve the German prob-
lem. It is highly debatable, however, whether these Soviet moves
were anything more than a delaying tactic by Stalin to prevent
the solidifying of the Atlantic Alliance and the rearming of West
Germany in the EDC. Perhaps they were both a delaying tactic
and a serious negotiation bid. Ultimately, one will never know to
what extent the Russians were prepared to put up with a re-
united Germany, communist or capitalist.8

The death of Stalin and the accession to power of
Khrushchev, Malenkov, and Molotov had an immediate effect
on Soviet policy toward Germany. Although Khrushchev proba-
bly did not have complete control over foreign policy until he
had ousted the "anti-party" group in 1957, his views on crucial
foreign policy issues influenced the definition of Soviet goals
toward Germany, together with those of his colleagues. There is
a paradox about Khrushchev's German policy. He is in general
known for his relatively flexible foreign policy, in contrast to the
more rigid policies of Stalin. Both in style and in substance,
Khrushchev saw the opportunities offered to the USSR of a
world metamorphized by decolonization. However, in his Ger-
man policy, Khrushchev was, if anything, less flexible, more
hard-line, and more status quo oriented than was Stalin. This
was largely the result of developments within the GDR, which
necessitated a firm choice on the part of the Soviet leadership.

Toward the end of his life, Stalin was primarily preoccupied
with the West German aspect of Soviet policy toward Germany,
in that he sought to prevent the FRG's incorporation into the
North Atlantic Treaty Organization (NATO) alliance by keeping
options on reunification open. As long as Stalin was alive, GDR
leader Walter Ulbricht seemed firmly ensconced. Shortly after
Stalin's death, in the crucial succession period, the uprising in
East Berlin on June 17, 1953, forced the new Soviet leadership
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to choose between the stability of the Ulbricht regime (and by
implication the security of the Eastern bloc) and keeping
reunification options open. The riots were caused by Ulbricht's
insistence on raising work norms, despite the relaxation of
Stalinist standards both in the USSR and in other Eastern Euro-
pean countries. Khrushchev and his colleagues realized that, if
they did not provide firm backing for Ulbricht, domestic turmoil
within the GDR might lead to the disintegration of the key Soviet
buffer state. Because there was no viable alternative to the loyal
but unpopular Ulbricht, the USSR had little choice but to keep
him in power. Soviet troops quelled the riots in East Berlin, and
this decisively showed that from now on, the stability of the East
German government, backed permanently by Soviet troops, was
the key determinant of Soviet German policy and took prece-
dence over the attempt to make a deal with the FRG. Although
the USSR continued to discuss the prospects of German reunifi-
cation with the Western powers until the FRG's entry into
NATO, the emphasis of Soviet policy had shifted. In the future,
the preservation of East Germany, and not the wooing of West
Germany, determined Soviet policy until the building of the
Berlin Wall.

The failure of the West to come to the aid of the East German
opposition in the abortive uprising of 1953 in some ways diluted
the alleged Western commitment to "liberate" the GDR and
strengthened the Soviet position. Although the Russians had
secured the survival of the GDR in their sphere of influence,
they failed to prevent the FRG's accession to NATO by the Paris
Agreements in October 1954 and the bestowing of full sover-
eignty on it. Until the very last moment, the Soviet government
tried to persuade the FRG to renounce its membership in
NATO, but to no avail. The Soviet response to these develop-
ments was the creation of the Warsaw Pact on May 14, 1955, to
counter the inevitable rearming of West Germany within
NATO.9

Despite the solidifying of the Western and Eastern alliances,
the international atmosphere improved prior to the Moscow
summit. The signing of the Austrian Peace Treaty on May 15
indicated a Soviet willingness to compromise and create a neu-
tralized Austria free of Soviet troops. The Kremlin had pre-
viously insisted that there would be no Austrian Peace Treaty
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until the German problem was solved. However, in 1955 the
Russians changed their mind. Under the terms of the treaty, the
USSR - in return for permanent Austrian neutrality - termi-
nated its occupation of Austria and agreed to the complete with-
drawal of all foreign troops. This renunciation of a forward
military base in Europe was unprecedented, and it has been
suggested that the leadership overruled the probable advice of
the Soviet General Staff on this subject. On the other hand,
although it had withdrawn from an important area, the USSR
could reap the strategic benefit of creating a neutral wedge some
500 miles deep between West Germany and Italy. This in effect
split the Western defense area. In return for their withdrawal,
the Soviets were to be rewarded. Austrian goods would compen-
sate them for the properties that the USSR had seized as
German-owned and that it now returned to the Austrians.10

Some scholars have pointed to the Austrian treaty as a coun-
terargument to the theory that the USSR was intent on control-
ling all the territories in Eastern Europe that it had occupied at
the end of the war. They cite the Austrian case as an indication
that the USSR was not inexorably committed to the cold war.
Perhaps, if the United States had behaved differently, the ar-
gument goes, Poland, Hungary, and the rest of Eastern Europe
could have had "Austrian" solutions. The reply to this view
might be that, far from having Austria as a possible example for
Eastern Europe to follow, the USSR would have preferred
Western Europe, in particular the FRG, to have an Austrian
solution. Indeed, Molotov, at the signing of the treaty, intimated
that West Germany might like to follow the Austrian prece-
dent.11 Although the FRG was by now in NATO, the USSR was
still holding out the possibility of an alternative settlement.

It is more likely that Austria was a unique example, the result
of a special combination of circumstances. Austria was militarily
and industrially insignificant, it had been declared a liberated
rather than an enemy territory, and no communist regime had
been placed in the Soviet zone. Thus, through a particular series
of events, Austria was spared the fate of Eastern Europe and the
USSR appeared to be magnanimous.12 Because the FRG was
already in NATO, there was little to be gained by delaying a
solution to the Austrian problem.

The generally optimistic atmosphere of 1955 climaxed at the
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Geneva summit, where declarations of peaceful intentions and
friendship belied the unresolved tensions behind the superfi-
cially amicable exterior. It was as part of what came to be known
as the "spirit of Geneva" that the Soviet government sent the
West German government a note offering to hold talks on the
establishment of diplomatic, cultural, and economic relations.

The Soviet political motivation in inviting Chancellor
Adenauer to Moscow was part of its new post-Stalin Westpolitik
that eschewed any support for German reunification and
showed that Moscow had by now accepted the two-state theory.
Having battled for so long to prevent the FRG from joining
NATO, Moscow realized that the only way to deal with this fait
accompli was to reorient its German policy and secure West
German diplomatic recognition and the ratification of the status
quo in Eastern Europe. The USSR set the political agenda for
the FRG. At a minimum, the presence of ambassadors from two
German states in Moscow would, in Soviet eyes, contribute to the
legitimization of the GDR and enhance Soviet prestige in the
international arena. At a maximum, the USSR may have hoped
that, if it were able to improve its relations with the FRG, it might
be able to influence West German policy within the Atlantic
Alliance and possibly encourage its independence from the
United States. The attempt to divide the FRG from the U.S. has
been a consistent Soviet goal since 1955. A Pravda editorial on
the eve of the Moscow talks emphasized the good relations that
the two countries had had in the past and minimized the histori-
cal enmity between them. However, it made it quite clear that
the FRG's entry into NATO complicated the issue of German
reunification, although the USSR supported reunification in
principle.13 The normalization of relations could not be condi-
tional on the reunification issue, which Moscow had no intention
of discussing. Its main political goal was to establish diplomatic
relations with the FRG.

Because West Germany's foreign policy was controlled by the
Western Allies prior to May 1955, the definition of German
political goals toward the USSR was in part a product of U.S.,
British, and French influence. The United States established the
political bargaining agenda for the FRG in Bonn's negotiations
with Moscow. At the beginning of his chancellorship in 1949,
Adenauer had defined his policy toward the USSR. He emphat-
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ically eschewed the prewar policy, the so-called Schaukelpolitik
("see-saw" policy) whereby Germany had balanced its commit-
ments between East and West. He strove instead to prove his
unshakable loyalty to the Western alliance.14 Within this context
of priorities, Adenauer's Ostpolitik was definitely secondary to
his Westpolitik because he wanted to dispel any possible Western
suspicion about where Germany's sympathies lay.

Konrad Adenauer's Ostpolitik in 1955 was in many ways a
continuation of the policies he had espoused in the 1920s. As a
Rhineland Catholic, Adenauer had never liked Prussia or the
Bismarckian Reich. Under the Weimar Republic he disagreed
with the policies of his contemporary, Foreign Minister Gustav
Stresemann, who, as a Protestant Prussian, felt ambivalently to-
ward Western Europe and believed that Germany should pur-
sue a Schaukelpolitik between Russia and the West. While mayor
of Cologne in the 1920s, Adenauer favored closer economic ties
between Germany and France and opposed the trend toward
rapprochement with Russia (as exemplified in the 1922 Rapallo
Treaty) because it smacked of expansionist German nationalism.
He was, from the beginning, a firm believer in Western Euro-
pean unity based on Franco-German reconciliation.15

Adenauer's policy toward the USSR was constitutionally de-
termined by the Basic Law, in its preamble and in Article 146,
which bound the Federal Republic to strive for reunification.16

The main feature of his Ostpolitik was to deal only with the
USSR and not recognize the legitimacy of the Eastern European
states, including East Germany. The GDR was always referred to
as the "Soviet occupation zone," and in a characteristic speech in
Berlin, he proclaimed: "We must remove any doubt that Ger-
many will ever get accustomed to the existence of two separate
German states."17 An essential part of this policy of nonrecogni-
tion of the GDR was the emphasis on West Berlin's links with the
FRG. The only way that Germany could be reunited, in
Adenauer's view, was on the basis of free all-German elections,
and thus all Soviet proposals were unacceptable because they did
not include free elections. Adenauer was largely supported by
the opposition SPD in his policy of not recognizing the GDR, but
they opposed his efforts to promote West Germany's integration
into the Western alliance, claiming that this would impede the
cause of German unity. Until the granting of sovereignty to the
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FRG, Adenauer was opposed to any dealings with the USSR. He
rejected an offer to go to Moscow in January 1955 to negotiate
diplomatic relations, saying this was a trick designed to break the
Western alliance.18

However, once West Germany became a fully sovereign state
on May 5, 1955, Adenauer indicated his willingness to begin
talks with the Soviet leaders, albeit with the understanding that
this would further the cause of reunification.19 Given this com-
mitment, it is instructive to examine his aims prior to his Moscow
journey.

In discussing the German government's political goals in
agreeing to talk to the Soviets, one must distinguish between
declaratory and operational policy. Adenauer was limited in his
freedom of maneuver because of his need to dispel the specter
of Rapallo for the United States, Britain, and France, and to
prove that, in its first major independent negotiations since be-
coming a sovereign state, the FRG would be a responsible ally.
The chancellor consulted with Eisenhower, Dulles, and Eden
before he accepted the Soviet invitation.20 According to one
source, he assured the Allies prior to going to Moscow that he
would not establish diplomatic relations with the USSR unless
the Kremlin made significant concessions on reunification.21

Adenauer claimed that he would do nothing in Moscow to
weaken the position of the West in the upcoming October For-
eign Ministers Conference in Geneva, and there were sugges-
tions that the talks were to be treated only as exploratory in view
of the Geneva conference.22 In an interview before his depar-
ture, Adenauer claimed that the Soviet desire for conversation
was "a success for the consistent and determined policy of the
West."23 Despite the reunification rhetoric, Adenauer's political
goals were more limited - the release of German prisoners of
war still held in the USSR.

The economic situation

The most striking aspect of Germany's postwar economic de-
velopment was its rapid recovery from the ruins of war, so that
by 1958, the FRG could boast the world's third largest GNP.
This phenomenal economic recovery was largely the result of
the application of the Soziale Marktwirtschaft (social market econ-
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omy), a theory popularized by Economics Minister Erhard. The
object of the social market economy was to create a truly compe-
titive market, free from domination by the state or by private
monopolies. The market was allowed to operate freely, subject
to such conditions as would ensure all-round and "social" de-
velopment instead of one based solely on private profit.24 The
outstanding achievement of this philosophy, which was above all
responsible for Germany's Wirtschaftswunder (economic miracle),
was the phenomenal growth of foreign trade. The Marshall Plan
and the building of new plants were also significant. From 1952
to 1957, the rise in the volume of exports was equal to more than
25 percent of the growth in GNP, providing a stimulus to eco-
nomic expansion.25 The spectacular increase in exports was in
part a product of extensive liberalization measures, both inter-
nationally and within Germany, that ensured West Germany a
continuous export surplus in this period.26 Thus foreign trade
was a vital component of Germany's economic recovery.

Germany's export structure played a key role in the
Wirtschaftswunder. Germany's export strength lay in its manufac-
tured goods, in particular capital goods from the engineering
sector. These were, of course, goods that the USSR wanted to
buy, but the FRG radically altered the direction of its trade flows
in the postwar era as a result of the political situation. Whereas
trade with the East had been very important in the prewar era,
after the war Western Europe became the chief market for
German manufactures, with only 5 percent of its trade going to
the East.27

Germany's import needs changed considerably after the war
as it became a highly industrialized nation. In the prewar period,
the FRG's import dependence - imports as a percentage of na-
tional income - was well over 20 percent, but after the war it
became less dependent on imports. In particular, it became
more self-sufficient in foodstuffs, some of which it had imported
from the USSR in prewar days. After the creation of the Euro-
pean Economic Community (EEC) in 1957, the FRG imported
most of its foodstuffs from the EEC area; thus it had little need
for Soviet imports in this sector. The most important structural
change in imports in the postwar period, however, was the fact
that manufactured goods became an increasingly significant im-
port item. It is characteristic of more industrialized countries to
conduct the bulk of their business with each other by exchanging
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Table 1. West German trade with the USSR, 1952 -7 (in millions of US
dollars)

Year

1952
1953
1954
1955
1956
1957

Imports

4.0
15.6
22.2
35.9
53.2
97.4

Exports

0.2
1.7

12.6
26.7
68.8
59.6

Total

4.2
17.3
34.8
62.6

122.0
157.0

Source: United Nations, Yearbook of International Trade Statistics, 1958
(New York, 1959).

industrial goods for industrial goods. Germany began to import
textiles, chemicals, and the products of the engineering industry
in the postwar years (see Table 2).28 Although the USSR would
have liked to export manufactured goods and machinery to the
FRG, Soviet manufactures could not compete in quality with
those from the West.

West Germany's trade with the USSR had risen from $4.2
million in 1952 to $62.6 million in 1955 (see Table 1), but even in
1955 only 0.35 percent of its foreign trade was with the USSR.
However, some of its trade with East Germany undoubtedly
went to the USSR. Trade with East Germany was known as
Interzonal Trade and was conducted by a Trusteeship for Inter-
zonal Trade (Treuhandstelle fur den Interzonenhandel) under the
aegis of the German Chamber of Commerce and Industry
(Deutsche Industrie und Handelstag, or DIHT) to preserve the
legal position that Bonn did not officially recognize the GDR. In
1953, Interzonal Trade was $123.3 million and in 1955 it was
$270.5 million.29 Whereas trade with East Germany was quantita-
tively and politically important for the FRG, its trade with the
USSR was in this period peripheral.

A cursory examination of Soviet foreign trade would give the
initial impression that the USSR would be far less susceptible to
economic pressures from other countries than would the FRG.
Although it is true that for the USSR foreign trade is far less
important than it is for West Germany, there are nevertheless
countervailing factors that suggest that Russia is, in certain sec-
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Table 2. Commodity composition of West German foreign trade,
1952-7 {in millions of US dollars)

Year

1952
1953
1954
1955
1956
1957

1952
1953
1954
1955
1956
1957

Food

1155.5
1076.3
1344.4
1423.2
1745.3
1909.5

68.0
83.5
90.3

126.9
158.7
149.3

Crude materials,
including fuel

1628.8
1556.2
1756.1
2351.5
2637.0
3016.3

577.3
611.4
695.4
707.5
792.1
870.9

Imports

Manufactures

522.7
610.5
812.5

1190.6
1257.4
1369.0

Exports

1244.1
1165.0
1340.5
1581.3
1956.6
2304.7

Machinery

123.2
126.3
172.0
268.6
331.4
440.8

1459.2
1673.0
2041.2
2456.5
2974.4
3560.4

Total

3814.1
3771.0
4570.8
5793.4
6616.5
7499.0

4001.6
4389.1
5247.6
6134.7
7357.7
8574.7

Source: United Nations, Yearbook of International Trade Statistics, 1958
(New York, 1959).

tors involving the import of technology, more dependent on
foreign trade than the latter's overall contribution to its GNP
would imply. Like the FRG's, the USSR's main task in the im-
mediate postwar years was to build up an economy severely
damaged by war, and it did this largely by harnessing the eco-
nomic capacity of Eastern Europe, extracting sizeable repara-
tions, neglecting the consumer goods sector, and continuing the
Stalinist strategy of unbalanced growth. Whereas its prewar
trade with Germany had been a significant factor in the Soviet
industrialization drive, in the postwar years the exigencies of the
political situation compelled Russia to reorient its trade toward
Eastern Europe. In the early 1950s, over 75 percent of Soviet
trade was with Eastern Europe. The rapid rate of growth of
Eastern European foreign trade in the postwar years exceeded
that of world trade in general, and the trade turnover of the
USSR increased by more than 120 percent between 1950 and
1956.30 Thus, foreign trade became relatively more important
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for the USSR in the postwar years, although it was predomi-
nantly an autarkic nation.

An analysis of the commodity composition and direction of
Soviet trade reveals that trade with the West played a subordi-
nate role in Russia's foreign trade. The USSR's export surplus of
foodstuffs diminished, and in 1956, 55 percent of its exports
were of fuels and raw materials.31 However, all of the fuels or
raw materials were products that the FRG could purchase else-
where. Machinery formed about 15 percent of Soviet exports,
but this machinery was not of sufficiently high quality for the
FRG to import it. About 1 percent of Soviet trade was with the
FRG in this period (see Table 3) and thus was an unimportant
part of its total exports.

The USSR's interest in trade with the FRG was relatively more
significant on the import side. Although until Stalin's death au-
tarky was the desired goal, imports of foreign machinery were
important, and in the mid-1950s, 30 percent of Soviet imports
were of machinery. Nevertheless, the USSR could obtain most of
its machinery imports from Eastern Europe, although the most
advanced technology was still to be had in the West. Imports
from the FRG increased from 0.78 percent to 1.89 percent of its
total imports between 1955 and 1956 but still were only a small
part of total Soviet imports. Thus, from the point of view of both
commodity composition and the direction of foreign trade, the
USSR was also substantially impervious to economic pressure
from the FRG.

West German-Soviet economic relations before 1955 were in
large part determined by activities of the United States that were
beyond Bonn's influence. America set the agenda for German-
Soviet economic relations. Under the terms of the 1951 Battle
Act, the U.S. was authorized to cut off economic and military aid
to West European countries if they failed to comply with the
embargo. Until the Paris agreements of October 1954, Ger-
many's foreign trade was controlled by the Allied Joint Export
and Import Agency, which, on behalf of the FRG, negotiated
trade agreements with all of the Eastern European states except
the USSR, Rumania, and Albania.32 Of more direct impact on
the conduct of Germany's trade with the USSR was the
American-inspired Consultative Group-Coordinating Commit-
tee (CoCom) set up in 1949 to administer the strategic embargo
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Table 3. Soviet-West German trade as a percentage of total Soviet
trade, 1953-7 {in millions of rubles)

Year Total foreign trade Trade with FRG % of total trade

1953
1954
1955
1956
1957

5145.1
5824.2
5838.5
6504.9
7487.3

4.6
19.9
47.7
98.9
120.2

0.09
0.34
0.82
1.52
1.61

Source: Roger A. Clarke, Soviet Economic Facts, 1917-70 (London: Mac-
millan, 1972).

that the U.S. had instigated against the Soviet bloc in 1948.33

The CoCom embargo lists, which were particularly stringent
during the Korean War, were revised and modified in 1954, but
they placed restrictions on a large variety of goods that were
construed as of "strategic" value to the communist bloc. There
were three lists - munitions, atomic energy, and industrial/
commercial. There were three types of embargoed goods - those
totally embargoed, those permitted in limited quantities, and
those to be kept under surveillance. In May 1950, Bonn had
been nominally coopted into the joint embargo decision-making
process.34 However, there were some people in West Germany
who opposed the embargo policy because they thought it was
counterproductive to the cause of German reunification. They
also objected to the fact that, until 1952, West Germany was
affected much more heavily by the export controls than any
other nation.35 Indeed, there were violations of the CoCom rules
on the part of West German businessmen. Of a particularly con-
troversial nature was the American attempt to prevent the Ger-
man mainly state-owned shipping company, Howaldtwerke,
from selling fishing vessels to the USSR. The Americans, after
much German pressure, compromised by saying that the Rus-
sians had to sell Germany strategic goods in return.36

The theory behind the strategic embargo represented the
quintessence of negative economic leverage and implied a de-
parture from a policy designed to maximize a nation's economic
welfare. In the pursuit of national security, countries were will-
ing to sacrifice current consumption in return for reducing what
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they perceived as the uncertainty involved in future consump-
tion.37 The West responded to what it perceived as Soviet eco-
nomic warfare with its own version of it. Some economists have
argued that the Allied embargo policy was counterproductive
for the West because it speeded up the process of the economic
integration of the Soviet bloc and forced the Russians to develop
an autonomous productive capacity that they might not have
had to develop had there been no embargo, making them more
independent of the West. Although it is difficult to obtain pre-
cise data on the impact of the embargo on the Soviet system, a
few tentative conclusions are possible. First, the embargo un-
doubtedly imposed some costs on the Soviet system. Neverthe-
less, given the high rate of Soviet GNP growth in the 1960s,
these costs were certainly not crippling. As against the modest
gains of the embargo, the West also incurred considerable costs.
The U.S. and its allies forewent some of the productivity gains
resulting from foreign trade, and differences of opinion be-
tween the U.S. and its Western allies over the political use of
trade denial caused considerable intra-CoCom tensions.38

The desire to mitigate the effects of the CoCom embargo was
one of the factors that motivated the Russians to begin a new
trade offensive with the West after 1953. The cornerstone of
Malenkov's "new course" was that, based on the successful crea-
tion of a powerful heavy industry, the USSR could and should
accelerate its growth in the output of consumer goods. These
goods were to be manufactured at a rate even faster than that of
producer goods. At the same time, the USSR normalized its
trade relations with Eastern Europe, placing them on a less ex-
ploitative foundation and basing the trade on world market (i.e.,
capitalist) prices.39 Although Stalin had initiated the bid for
more Western trade, the main aim of this policy had been to
import Western machinery to increase Soviet self-sufficiency.
Under Malenkov and Khrushchev, the USSR's interest in trade
with the West was broader. It was still primarily oriented toward
imports of capital goods, but there was also a desire to increase
Soviet exports to these countries. Needless to say, there was also
political motivation behind this policy, above all a hope of
weakening the Western alliance by encouraging Western Euro-
pean independence of the U.S. in trade matters.

This Soviet drive was implemented by a series of initiatives to
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negotiate with Western businessmen. Marshall Plan aid had
been terminated in 1953, and the 1952-54 recession in Western
Europe revived interest in new foreign trade markets. Sensing
this new opportunity, and the possibility of exploiting "con-
tradictions in the capitalist camp," the USSR tried to increase the
interest of Western businessmen in the Soviet market. Russia, in
April 1952, organized the International Economic Conference
in Moscow, whose theme was "peaceful coexistence through
means of world trade"; it was attended by a German delegation.
Large orders were placed by the Soviets with individual Western
businessmen, although Western governments decried it as a
propaganda move. The Russians described the strategic em-
bargo as "a senseless manifestation of aggressive policy."40 In
August, representatives of the West German steel industry met
with the deputy Soviet foreign trade minister in Copenhagen.
Although these negotiations were unproductive, the Soviet in-
itiatives were successful in the longer-term perspective. Nine-
teen fifty-two saw the beginning of a modest trade between the
two countries.41

In 1953, at the Economic Commission for Europe (ECE) con-
ference in Geneva, the first official contacts were made between
West German and Soviet representatives, although these talks
too were not particularly productive because the Russians
wanted firmer commitments than the Germans were willing to
give.42 Indeed, as early as 1953, the Soviets wanted to negotiate a
trade agreement with the FRG government, but the Germans
declined, saying that any agreement had to go through the ECE
and have U.S. approval. Thus, the first Soviet attempt to en-
courage German independence from its allies in matters of trade
failed.43

Given Soviet import needs and financial problems, West Ger-
many had a relative advantage in economic diplomacy, because
there was nothing the USSR wanted to sell to the FRG that
Germany could not purchase elsewhere. Furthermore, Germany
did not lack export markets in the West. However, although the
FRG had this relative advantage and was in a better position to
use economic levers than was the USSR, in the early 1950s Ger-
many's capacity to exert economic pressure on the USSR was
limited by the small share that it had in Soviet trade, by the
Soviet desire to avoid dependence on Western markets, by the
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differences in economic systems, and by U.S. control.44 Both the
Soviet and West German markets were oriented away from each
other, and both could have survived without the other. How-
ever, politics is sometimes played at the margin, and therefore,
as soon as Moscow and Bonn entered into economic relations,
the potential for German use of economic levers existed.

The domestic German lineup on trade

Within the FRG, the debate about the efficacy of the Russland-
handel (trade with Russia) revolved around two central ques-
tions: first, was it politically judicious - that is, would more in-
tense economic contacts facilitate or hinder the core political
goal of reunification - and second, was it economically desirable
- in other words, to what extent would it enhance West Ger-
many's economic welfare and enable businessmen to make more
profits? Often the protagonists on both sides of the issue were
themselves unable to make a clear distinction between the two,
and would use one to rationalize the other. In general, those
who were against any great extension of trade with the USSR
argued from the point of view of its political inadvisability and
then brought in as proof of this essentially political argument
various economic data to show how relatively unprofitable it was.
This was true of the government in particular. For those who
favored an increase in trade - namely, certain sections of the
business community and the SPD - the main argument was that
it was economically beneficial for the FRG, and in support of this
they pointed out that it could have favorable political results.

Chancellor Adenauer and his supporters derived their posi-
tion on trade with the USSR from the political dictates of the
time. The government, because of its delicate political position
and its need to demonstrate its loyalty to the Western powers,
supported the CoCom embargo policy and rebuffed Soviet
moves for a greater trade volume. The political opposition,
however, strenuously opposed this policy. In 1951, the SPD ta-
bled a motion in the Bundestag demanding an end to the em-
bargo policies and an increase in East-West trade.45 In their
view, this would facilitate reunification. In the debate that fol-
lowed, the Bundestag adopted a resolution demanding a nor-
malization of trade with the communist countries and identical
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restrictions among all Western European countries.46 At a
cabinet meeting called to discuss the Bundestag resolution, the
government went on record as practically agreeing - albeit
somewhat ambiguously - with this position.47

The government's attitude toward trade with the USSR was
most explicitly outlined in a statement by the head of the trade
division of the Foreign Ministry. Admitting that "no area of
German foreign trade policy is so symbolic of foreign policy as
East-West trade," he emphasized the economic limitations of
East-West trade. Even if there were no embargo restrictions, he
claimed that it was doubtful whether Germany would be export-
ing much more to the East than it was at the present time. The
crux of the matter was not the unwillingness of Germany to
export to the East but the inability of the East to deliver goods of
interest to Germany. The prewar situation, when trade between
the two countries had been so much greater, was not to be re-
peated.48

Within the German government there were also differences of
emphasis on the question of East-West trade between the Eco-
nomics Ministry and the Foreign Ministry. However, the origins
of these differences were institutional rather than substantive.
From the early fifties on, it was clear that the West German
government viewed trade with the East as primarily a political
problem. In 1951, a general department for East-West trade
was established within the German Economics Ministry, but in
1953 the Foreign Ministry took over the Economics Ministry's
responsibility for determining guidelines for the embargo
policies and left the Economics Ministry with responsibility for
only the purely technical details of trade. The Foreign Ministry
challenged the competence of the Economics Ministry in Ost-
handel (trade with the East), a fact that irked Economics Ministry
officials. A prominent German advocate of East-West trade con-
cluded in 1954 that a depoliticization of this trade was inconceiv-
able in the near future.49

The conflict between the two ministries became clear when the
question of Adenauer's advisors for the summit arose, specifi-
cally whether Economics Minister Erhard should form part of
the delegation to Moscow. On the one hand, Economics Ministry
officials and some businessmen argued that his presence in
Moscow would signal a genuine willingness on the part of the
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FRG to conclude a trade agreement with the USSR. On the
other hand, it was argued that Erhard's presence would over-
emphasize the FRG's interest in trade with the USSR and that it
would detract from the significance of the political questions.
After an acrimonious debate, it was decided that Erhard would
not go to Moscow, to impress on the Kremlin that for Bonn,
political questions were paramount in these negotiations.50 Both
Foreign Minister Brentano and Hallstein, the state secretary,
downplayed the possibilities of extending German-Soviet
trade.51 Thus, in 1955, it was clear that the Foreign Ministry,
with the support of Chancellor Adenauer, had prevailed over
the Economics Ministry on the question of responsibility for
trade policy toward the USSR.

Because the German government could not officially
negotiate matters of East-West trade, it had created, on the in-
itiative of Economics Minister Erhard, an organization of busi-
nessmen to coordinate East-West trade. The Ostausschuss der
deutschen Wirtschaft (Eastern Committee), under the sponsor-
ship of the BDI (Bundesverband der deutschen Industrie, Fed-
eration of German Industry), was formed in 1952. Its purpose
was to coordinate trade with the communist countries in close
cooperation with the government. It was officially recognized as
the sole representative of businessmen on questions of trade
with the East and brought to the attention of the government the
wishes and needs of industry in trade with the Soviet bloc. The
committee's power and prestige were indicated by the fact that
unlike other BDI committees, it was made up of industrialists
and important bankers. Its executive committee included direc-
tors of many of the largest Ruhr firms.52

In the absence of diplomatic relations with the communist
bloc, the Ostausschuss conducted negotiations with trade offi-
cials from Eastern Europe. There was also some confusion as to
what its exact status was, because it was variously described as an
"independent" and a "semi-official" organization. The limits of
its independence became clear in 1954. As a result of the 1954
Geneva Conference on East-West trade, the Ostausschuss, led
by Otto Wolff von Amerongen,53 was scheduled to go to Moscow,
and negotiate a trade agreement with the Russians.54 At the last
moment, the Foreign Office called off the trip for "technical
reasons." Inquiries into these reasons aroused such confusion
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and anxiety in the Foreign Ministry that it was assumed that the
reasons were political rather than technical.55 This episode indi-
cates that, although there were differences of opinion between
the Ostausschuss and the government over the degree to which
the former should promote trade with the USSR, in the final
analysis, the Ostausschuss deferred to the government and did
not publicly disagree with it. Nevertheless, the Ostausschuss con-
tinued to press for liberalization of the embargo regulations and
for more trade with the East, within certain limits.

A 1954 survey by Gabriel Almond found that, on the question
of trade with the East,
it remains interesting that the business community in Germany is rela-
tively unaware of the priority of political factors in communist policy-
making. Only government officials and some leaders of business
pressure-groups seem to see this point. Few of the industrialists, even in
the largest establishments, are aware of it. Their thinking about the
possibilities of the communist market is dominated by simple, apolitical
economic calculation.56

Almond's survey highlighted the fact that, like the SPD and the
Free Democratic Party (FDP), considerable sections of the busi-
ness community opposed the limitations on trade with the East
from a primarily economic standpoint. When Adenauer was re-
elected in 1953, the German Chamber of Commerce and Indus-
try (Deutsche Industrie und Handelstag) drew up a memoran-
dum to him that they suggested he consider in formulating his
new economic policies: "The trade and political efforts of the
Federal Republic should not be restricted to the Western world.
It is necessary to reestablish the traditional trade relations with
the countries behind the iron curtain."57 Many German com-
mentators began to urge more trade with the East, because it
would help businessmen to diversify their markets and insure
themselves against the effects of a recession. They also claimed,
as an important byproduct, that a normalization of trade with
the East would improve political relations.58

The economic argument for more trade with the USSR was
not based on immediate need but rather on longer-term factors.
Businessmen believed that rather than have such a heavy de-
pendence on Western markets, Germany should diversify its
foreign trade. There was also considerable resentment over the
fact that Germany was discriminated against in the embargo
regulations, and it was precisely Germany that had been the
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East's main industrial supplier in prewar times. There was some
nostalgia for the Rapallo era and the memory of Russian orders
for machine tools that helped Germany during the Depression.
Some industrialists also asserted that a planned economy was a
more reliable trade partner. Finally, many businessmen, aware
of the chronic shortage of consumer goods in the USSR, be-
lieved that massive orders for these goods would soon be forth-
coming. Almond, in criticizing the views of these businessmen,
points to their lack of understanding of the structural changes in
both the Soviet and German economies that rendered these
hopes of large-scale Soviet orders chimerical.

A section of the West German business community in the early
fifties believed that the prewar Russo-German trade pattern
could successfully be revived. Perhaps this overestimation of the
trade potential of the USSR was in part a result of lack of contact
with the Soviet market for ten years, a situation that encouraged
false expectations.

The businessmen who favored more trade with the USSR
were supported both by the opposition political parties and by
sectors of the public. For instance, in 1954, in answer to the
question, "Should trade between the Federal Republic and
Soviet Russia be strengthened or should it be reduced as much
as possible?" a public opinion survey in the FRG showed that 56
percent of the people felt it should be increased as much as
possible, 18 percent felt it should be eliminated altogether, and
13 percent felt it should be maintained or held to a minimum.59

An FDP deputy, Pfliederer, suggested that the FRG return to its
Rapallo diplomacy and send a Bundestag delegation to Moscow
to initiate contacts on trade with the USSR.60 Prewar Chancellors
Briining, Luther, and Wirth came out strongly for more eco-
nomic ties with the East, to balance what they considered Ger-
many's injudicious one-sided commitment to the West. They
were severely criticized by Adenauer and the BDI for these
views.61 Thus, on the eve of Adenauer's departure, there were
three main groupings on the question of trade with the USSR.
On the one hand, Adenauer and most of the Christian Demo-
cratic Party (CDU) argued against any significant increase in
trade because it would make Germany politically more vulnera-
ble. On the other hand, certain sections of the business commu-
nity claimed that the economic prospects for trade with the
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USSR were so promising that they must be exploited, and it was
hoped that they would also improve political relations. Finally, a
third group, composed of the Ostausschuss, some businessmen,
and politicians, argued for some increase in trade but pointed to
the inherent economic problems, irrespective of political de-
velopments.

The Soviet view of trade

In the early post-Stalin years, it was difficult to detect any dif-
ferences of opinion within the USSR on the issue of trade with
the FRG - or indeed, on the question of Soviet policy toward the
German problem. This is because it was such a sensitive subject
that no public airing of differences was permitted, particularly
in the transition period before Khrushchev had secured his posi-
tion, when the USSR was groping to find a new political modus
vivendi. Nevertheless, it is instructive to examine the way in
which the Russians expressed their views on trade with the FRG.
As Marxists, Soviet commentators stressed the interdependence
of economics and politics, saying that more trade would promote
better political relations. Soviet commentators expressed their
support for more trade with the FRG in political terms, although
their motivation was often economic. Thus Soviet articles in the
early 1950s that dealt with the issue of trade with the West gen-
erally said that its prime purpose was to strengthen the cause of
peaceful coexistence.

The Soviet motivation in attempting to increase trade with the
FRG in 1954 was partly political, a move to prevent what seemed
inevitable - Germany's entry into NATO as a fully sovereign
power. By tempting the government with economic bait and
promises of reunification, the USSR somehow hoped that it
might forestall this event. Pravda and Izvestiia published articles
stressing how much German businessmen wanted to trade with
the USSR, and Molotov singled out West Germany as the coun-
try with which the Russians would like to trade.62 Neues Deutsch-
land also emphasized the German business community's desire
for more trade with the USSR and said how profitable it would
be.63 The communist press reiterated the conflicts that existed
between the FRG government and the political opposition and
business community over the issue of trade with the USSR, using
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this partly to encourage those elements of opposition in Ger-
many. This also served to make the USSR appear more reason-
able in its dealings with the FRG because it could justifiably say
that it wanted to improve relations, whereas the Germans did
not.

Despite this political element in the Soviet drive for more
trade with the West, there was also a strong economic compo-
nent that, on the basis of the prevailing Soviet economic difficul-
ties, seems to have been predominant. Because of its unwilling-
ness to admit economic problems, the USSR generally used the
device of emphasizing how much German industrialists wanted
to increase their economic contacts with Russia. A Pravda article
in June 1955 stressed that German industrialists were very in-
terested in the Adenauer invitation to Moscow because of the
economic possibilities they saw in it.64 Other articles described
the work of the Ostausschuss and its enthusiasm for trade with
the USSR.65 One writer claimed that "the more far-sighted West
German industrialists understand that normal relations between
the Federal Republic and the USSR. . . would considerably
overcome the difficulties in foreign trade with which the GFR is
beset."66

These articles, which were to become a Soviet pattern, all
stressed the Rapallo connection and the fact that it was Ger-
many's extensive economic relations with the USSR in the twen-
ties and thirties that had saved Germany from the worst effects
of the Depression. Emphasizing Germany's current "economic
difficulties," Soviet commentators assured the Germans that
more trade with the USSR would solve their "export problem"
and that "trade strengthens peace."67 The Russians clearly were
exaggerating the desire of German businessmen to trade with
the USSR and the extent of Germany's economic problems -
indeed, the German economy was booming. Nevertheless, they
realized that there were businessmen in the FRG who were re-
sponsive to Soviet overtures. The Soviet moves were part of the
general Stalinist and post-Stalinist "peace offensive" and were
motivated by the need for Western machinery to promote the
further industrialization of the Soviet economy.

When Adenauer left for Moscow, the German and Russian
governments appeared to have taken irreconcilable positions.
The Soviets, for both economic and political reasons, wanted to
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increase their trade with Germany, and the German govern-
ment, because of largely political exigencies, would not take any
practical steps to do this.

The Moscow summit

The arrival of Marshal Bulganin's note of June 7, 1955, at the
German embassy in Paris was apparently something of a sur-
prise.68 The note declared that "the interests of peace and Euro-
pean security... demand a normalization of relations between
the Soviet Union and the German Federal Republic." Citing the
mutually beneficial economic relations that had prevailed in the
past between the two countries, the note, inter alia, stressed the
great importance that the USSR attached to improving eco-
nomic relations with the FRG.69 Although the note was primarily
concerned with the need to normalize and improve political rela-
tions, the desire to increase trade was apparent. In his short
reply of June 30, Adenauer agreed in principle to discuss these
issues but demanded further clarification of the problems in-
volved.70 The Russians, in their August 3 reply, reiterated their
desire to establish diplomatic relations and conclude a trade
treaty but made it clear that these issues had to be discussed
unconditionally.71 The German reply countered that the discus-
sion of these issues had to be conducted within the context of
other important political questions, in particular German
reunification, European security, and the release of Germans
still held in the territory of the USSR.72 The Soviet reply of
August 19 agreed to discuss all these issues, although it noted
that the Soviet position on the question of German reunification
was "well known" to the Bonn government.73

As we have argued above, although Adenauer had to pay lip
service to German reunification as the main aim of his
Ostpolitik, he realized that this goal was hardly obtainable and
was more concerned to integrate the FRG into the Western al-
liance. In his memoirs he stresses that he approached the
Moscow negotiations "without illusions" and "sceptical.. . about
whether the Soviet Union would make offers on the question of
German reunification which could be seriously discussed." His
stated aim was to secure the release of German prisoners of war
who had been kept in the USSR for ten years.74
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There were some suggestions that Adenauer should use eco-
nomic incentives to extract Soviet political concessions, although
the precise nature of these concessions was never articulated.
Some businessmen claimed that expanding trade with the Rus-
sians might make them more amenable politically.75 Others
hoped that the United States might offer to finance German
industrial projects in the USSR in return for reunification.76

However, there is no evidence that Adenauer shared these ex-
pectations, nor that he was interested in the economic dimension
of these talks. His main aim - the release of prisoners of war -
was political, whereas the Soviet government was clearly as in-
terested in economic as in political questions. The key Soviet
political goal was the establishment of diplomatic relations with
the FRG.

Adenauer's five-day visit to Moscow was punctuated by
periods of high drama.77 After an exchange of pleasantries
about the need for closer understanding between the two na-
tions, the discussions became quite acrimonious at times. Soviet
references to Hitler and the sins of the German people prompt-
ed Adenauer to inquire politely of Molotov, "Who actually con-
cluded the agreement with Hitler, you or I?" Adenauer's criti-
cism of the behavior of Soviet troops in Germany after the war
brought outraged denials from Khrushchev, who claimed that
Soviet troops had comported themselves impeccably. Dis-
cussions on German reunification and the status of the GDR
proved to be fruitless, and thus Adenauer focused on his main
aim - the release of 9,628 German prisoners of war. For four
days, the Russians insisted that there were no prisoners of war,
only "war criminals" in the USSR. Finally, the course of negotia-
tions became so intolerable that Adenauer ordered his plane
ready to take him home. When the Russians realized that they
would obtain nothing from these talks if Adenauer left abruptly,
they changed their tactics at the last moment and agreed to
release the prisoners of war in exchange for diplomatic rela-
tions. However, Foreign Secretary von Brentano and State Se-
cretary Hallstein were categorically opposed to diplomatic rec-
ognition without Russian concessions or reunification. Adenauer
overrode their objections and agreed to recognize the USSR.78

According to Khrushchev, it was Charles Bohlen, the U.S. am-
bassador, who tried to prevent the signing of the treaty, and
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the Russians would have been quite prepared for the Germans
to leave, but the Germans changed their mind and persuaded
the Soviets to sign the treaty.79 This view is corroborated by
Bohlen himself, who criticized Adenauer for his actions.80

Although the bulk of the negotiations dealt with political ques-
tions, it is instructive to survey the economic content of the talks,
because they bring out the differing approaches to the question
of trade.81 In his speech welcoming Adenauer, Bulganin re-
ferred to the fact that West German-Soviet trade was very lim-
ited and expressed the hope that both sides would discuss the
mutually beneficial broadening of economic contacts during the
talks. In reply, Adenauer agreed that economic relations be-
tween the two countries could develop advantageously, but his
references were vague. Khrushchev stressed how good the
conditions for trade were and said that the USSR was a most at-
tractive economic partner. However, with his characteristic mer-
curial turn of phrase, he reminded the Germans in the next sen-
tence that if they did not want to trade with the USSR, that was a
matter of indifference to him: "We can wait, we have strong
nerves and our economy can continue to develop without the
German economy."82

The only time that the German delegation made an official
statement about trade was when Hallstein, pointing out that
good trade relations depended on a favorable political climate,
said that trade relations had been broken so long between the
two countries that insufficient information was available about
the levels of production and availability of goods. Although the
Federal Government hoped for better economic relations with
the USSR, this was not the time to discuss this issue and trade
talks would have to take place at a later date.83 According to
Adenauer, Khrushchev asked for a clarification of the German
position, questioning whether it would be possible to discuss
trade relations at that time. Adenauer reiterated Hallstein's
viewpoint, that trade talks would have to take place at a later
date, and, according to the chancellor, Bulganin looked disap-
pointed. As Adenauer was departing, Khrushchev repeated that
he hoped economic ties would be strengthened, because closer
trade relations could improve the political climate between the
two countries. He emphasized that the political aspect of trade
was the most important to him.84 Indeed, the Russians had
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hoped to conclude a five-year trade agreement during the
course of the talks.85 Needless to say, when one compares
Khrushchev's to Adenauer's account, one receives a somewhat
different picture. Khrushchev believed that Adenauer had come
to Moscow
hoping to use economic leverage against us. West Germany had already
gained considerable economic might and was in a position to extend
credits to the Soviet Union - money we badly needed in order to buy
modern industrial equipment that was available neither in our own
country nor from any other socialist state.86

Khrushchev also claimed that, because of pressure from Ger-
man capitalists, Adenauer offered the USSR credits and more
reparations. He offered, so said Khrushchev, 500 million
deutsche marks in return for the GDR, which he wanted to
incorporate into a capitalist Germany. Khrushchev congratu-
lated himself on increasing trade with the FRG as a result of the
treaty and said he was "able to break the American blockade
because the prospect of our commercial contract appealed to
German business interests."87

The final communique stated that trade talks would be held in
the near future but dealt mainly with the establishment of dip-
lomatic relations. It also formalized what later became known as
the Hallstein Doctrine. In a letter to Bulganin accompanying the
communique, Adenauer made it clear that the establishment of
diplomatic relations between the FRG and the USSR in no way
constituted a recognition of the GDR. Germany continued to
assert its Alleinvertretungsrecht.88

There was disappointment among some German busi-
nessmen, who had hoped that there would be a discussion of
economic matters.89 However, while the conference was taking
place, Hilgar von Scherpenberg, head of the Foreign Trade De-
partment of the West German Foreign Ministry, had private ex-
ploratory talks with Alexander Saburov, a Politburo member
and head of Gosplan (The State Planning Office), and Ivan
Kabanov, minister of foreign trade. German officials considered
that a trade volume of 250 million marks per year both ways -
more than double the 1954 volume - would be a realistic begin-
ning, with medium-term credits to be arranged by banks.90 Dur-
ing these private talks the Russians offered to export timber,
cotton, manganese ore, chrome ore, petroleum, and some chem-
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icals. They expressed the wish to purchase from the FRG ships,
machinery, diesel engines, technical apparatus, and phar-
maceutical materials.91 In addition, it was reported that one
week after the Moscow negotiations ended, Soviet economic of-
ficials began extending numerous invitations to Bundestag
members to come to Moscow for economic talks.92 Skepticism
about the potentialities of trade with the USSR remained, how-
ever, and Carlo Schmid, vice-president of the Bundestag, re-
minded the Germans that they could not expect political conces-
sions to follow from economic concessions.93

After the conclusion of the talks, Bulganin sent a letter to
Adenauer reminding him of the importance of holding talks on
trade in the near future, showing that the Kremlin attached
importance to these talks.94 An Izvestiia article answered Ger-
man criticism of the inability of the USSR to supply Germany
with needed goods and emphasized Russia's great export poten-
tial.95 Other articles used the traditional tactics of stressing how
much German businessmen wanted to trade with the USSR.96

When the German prisoners of war were repatriated, the Soviet
press referred to them as "war criminals," thus reasserting the
USSR's refusal to make any political compromises.97

Most of the West German reaction to the Moscow talks
centered on the political issue of whether Adenauer had "walked
into a Soviet trap" in Moscow because by establishing diplomatic
relations he had appeared to accept the Soviet claim that there
were two German states, both represented in Moscow, and that
only their two governments could negotiate reunification. There
was also the question of whether it was right to increase Soviet
prestige by extending diplomatic recognition to the Moscow re-
gime in international law in exchange for a few thousand pris-
oners of war. A poll taken after Adenauer's return, however,
showed that 48 percent of the population considered his trip an
unqualified success and 31 percent thought it a qualified success,
with only 9 percent saying it was a failure. The presence of a
West German ambassador in Moscow and a Soviet ambassador
in Bonn enhanced both countries' bargaining power.98

The bulk of the criticism of Adenauer on the economic front
came from the expellee party, the Bund der Heimatvertriebe-
nen und Entrechteten (BHE), a small group in the Bundestag.
In the Bundestag debate of September 22, Adenauer had said
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that his delegation deliberately held back on the issue of trade
talks because political questions had been uppermost, but that
trade talks would come later." In the ensuing discussion, an
expellee deputy criticized Adenauer for not discussing trade
with the Russians, because their domestic economic situation was
so precarious that he was convinced that the Kremlin would be
willing to make concessions on reunification if they were offered
economic gains in return. Indeed, he was sure that the USSR
would prefer the economic might of a reunified Germany to
give it economic assistance, and he urged that trade talks begin
immediately with this in mind.100 The right-wing groups such as
the BHE were more convinced of the efficacy of economic-
political tradeoffs than were their centrist opponents, because
for them the urgency of reunification was greater than the need
to placate the West or maintain national prestige.

In 1955, it was impossible to utilize levers from two separate
spheres of relations in the pursuit of foreign policy goals. There
were two main reasons for this. First, economic contacts were too
meager to provide the wherewithal for manipulating trade in
the service of politics. Subsequent developments demonstrated
that there had to be a certain level of economic contacts before
the use of linkage was possible. Where political suspicion was so
great, the promise of more trade - without any strategic mate-
rials - was inadequate to elicit political compromises. This leads
to the second reason for the independence of trade and politics
at this stage. The asymmetry between the economic and political
stakes involved in these negotiations was too great to make link-
age a viable policy. The use of economic levers in the pursuit of
political ends, or vice versa, can be successful only when there is
some equivalence between the magnitude of the economic and
political stakes.
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From diplomacy to trade: 1955-1958

We are not of the opinion that we must conduct a political policy for the
sake of business. [Eastern] markets are political markets. How we shape
our relations is a political and not an economic question.

Heinrich von Brentano, 19561

We would rather go down in the dust than make political concessions to
capitalists. I can say to all who combine trade with political concessions
that they will be eaten by worms before we will crawl to them.

Nikita Khrushchev, 19642

The international situation immediately following Adenauer's
visit to the USSR was not auspicious for the development of
Soviet-West German relations. The Geneva meeting of the for-
eign ministers of the Big Four in October proved to be yet
another "exercise in public relations" at which contacts seemed
good on a superficial level.3 Adenauer and his government
realized, however, that beneath the declarations of good intent,
the Russians were as uncompromising as ever on the issue of
German reunification.4 The deadlock over the future of Ger-
many was complete.5 The Suez crisis and the Soviet intervention
in Hungary in the autumn of 1956 marked the conclusive end to
the period of the Geneva thaw.6

The FRG, now firmly ensconced as a member of NATO, con-
tinued to assert its commitment to German reunification while
reintroducing conscription and taking measures to strengthen
its integration into the Western bloc.7

Although the main priority of Khrushchev's German policy
was the continued stability of the Ulbricht regime, he began to
pursue a more active policy toward the FRG. The United States
and West Germany could not match this Soviet strategy with a
similarly active policy toward East Germany, because their position

48
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on the GDR was negative - to deal with the GDR implied a
legitimization of its existence. In this period, Soviet policy in
regard to the FRG was directed partly toward the stimulation of
anti-German feeling in other NATO countries and partly to-
ward achieving arms limitation in Europe, which would also
create tension between Germany and its allies.8

Khrushchev's policies in this period reflected a variety of
interests. At the Twentieth Party Congress, he rejected Stalin's
two-camp theory of international relations and announced a
new policy of peaceful coexistence. The main goal of this policy
was to avoid nuclear war and seek improved relations with the
West while continuing to support the international class struggle
and to aid national liberation movements. Khrushchev en-
gineered a rapprochement with Marshal Tito, Stalin's bete noir,
and thus mended his fences with one former enemy. He as-
serted his strength by meeting the challenges to Soviet foreign
policy posed by the unexpected destabilizing consequences of
destalinization policies in Poland and Hungary. One of his most
notable successes occurred when he impressed the world with
Soviet prowess by launching the Sputnik. He also continued to
promote divisions between Western Europe and America.9 The
U.S. decision to permit access to tactical nuclear weapons for the
European NATO forces, particularly the Bundeswehr, aroused
Soviet fears. By the end of 1956, the FRG had acquired access to
dual-purpose nuclear delivery systems whose warheads re-
mained under exclusive U.S. control. One response to this situa-
tion was the Polish Rapacki Plan, calling for a "denuclearized
zone in Central Europe." There is some question about whether
this was a Soviet-inspired proposal or represented an indepen-
dent Polish initiative.10 Soviet-West German altercations about
nuclear weapons increased, and the FRG for the first time con-
cretely implemented the Hallstein Doctrine when it broke off
diplomatic relations with Yugoslavia in October 1957 after the
latter recognized the GDR.

For Adenauer, 1957 was an election year, and charges by the
opposition that his Ostpolitik was in a cul-de-sac prompted him
to pursue a more active strategy toward the communist world
within the limits of the NATO alliance. In both the FRG and the
USSR, domestic exigencies suggested a more flexible policy.
Whereas West Germany was preparing itself for an election, the
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USSR was experiencing a period of relative domestic turmoil.
Khrushchev's denunciation of Stalin at the 1956 Twentieth
Party Congress had a devastating effect, both domestically and
abroad.11 Barely had the USSR recovered from this fundamen-
tal questioning of the past thirty years when Khrushchev himself
was faced with dismissal. In 1957 he consolidated his rule by
purging the "anti-party" group that had tried to fire him and
introduced innovative - but ultimately unsuccessful - economic
policies.12 Given the domestic need for foreign policy success,
there was some incentive on both sides to pursue more conciliat-
ory foreign policies toward each other. It was against this back-
ground that the Russians invited the Germans to negotiate a
trade agreement.

The 1957-8 talks represented the first time that linkage
strategies were consciously used in Soviet-West German postwar
relations and reveal some important aspects of the interrelation-
ship of economics and politics. In these negotiations, the use of
economic and political means in the pursuit of specific goals was
a stated object of both sides. The negotiating room is a uniquely
valuable laboratory in which to examine the explicit use of these
different levers. There were to be no bilateral negotiations on
this scale until 1969, and in the intervening years, the use of
political and economic means in the pursuit of different goals
tended to be more diffuse and less explicit.

Because the main Soviet aim in inviting the Germans to
negotiate was to secure the conclusion of a trade agreement, it is
instructive to outline briefly the issues involved in the conclusion
of such an agreement. The main focus of the debate over
German-Soviet trade had shifted from whether to trade to how to
trade, because both sides had by now accepted that a relatively
small amount of bilateral trade had become the norm. Economic
relations had grown to the point where some form of linkage
was possible. It became increasingly important for the USSR to
conclude a trade agreement, such as it had at that time with
various capitalist countries. The typical East-West trade agree-
ment stipulated the overall value of trade and broad classes of
goods for periods ranging from two to six years and also regu-
lated the method of payment, application of tariffs, exchange of
trade missions, and other technicalities. The Kremlin's motiva-
tion in concluding a trade agreement was both political and eco-
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nomic. Politically, the conclusion of such an agreement would
further enhance Soviet claims to the legitimacy of the GDR by
securing another legal document with West German signatures
and would increase Soviet prestige. However, the economic in-
centives for seeking a trade agreement were also important.
With a bilateral agreement, imports and exports could be more
concretely planned and integrated into the overall economic
structure. The Soviet desire to conclude a trade treaty was part
of Khrushchev's new foreign policy, which recognized the im-
portance of economics and the link between the economic and
political aspects of foreign policy more than had Stalin's policy.

The political disadvantages for the Germans of concluding a
trade agreement with the Russians stemmed from exactly the
same cause as the Soviet political advantages - namely, reinforc-
ing the FRG's independent existence, implying that the GDR too
was equally separate and autonomous. In addition, the Germans
considered that traditional trade treaties were impossible to ar-
range with political enemies and also thought that less formal
agreements were inappropriate. However, there were mitigating
economic factors. A trade agreement would formalize the Bonn
government's role in trade with the USSR, thereby enabling it to
exert more control over the business community. It also had the
advantage of allowing the FRG to regulate Moscow's dealings
with private traders and prevent indiscriminate market disrup-
tion. Because trade agreements are not legally binding, they
could also be less than fully honored. There was not much to be
lost by concluding a modest agreement.

The German perspective on trade

The debate about trade with the USSR became more intense in
West Germany during 1956, and for some time both sides hard-
ened their positions. In general, those who were against more
trade continued to argue from a primarily political standpoint,
and those who were in favor of a trade agreement and more
trade argued from a basically economic position. The debate
became more complex because both sides realized that their case
would be strengthened if they could adduce economic argu-
ments against greater trade or political reasons suggesting the
judiciousness of more trade. It was partly as a result of the
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modification of these arguments that the German government
agreed to enter into trade negotiations with the USSR.

There was a general hardening of Adenauer's position on
trade with the USSR after the end of the Geneva Foreign Minis-
ters Conference and a reversion to the stand he had taken be-
fore his visit to Moscow. He adopted the position, to be reiter-
ated many times throughout 1956, that a trade agreement be-
tween the USSR and the FRG could be concluded only after
their relations had been normalized. As long as two-fifths of
Germany's soil was occupied by the Russians, there would be no
trade agreement.13 Foreign Minister von Brentano claimed that
the Russians were pressing economic negotiations not because
they were interested in peaceful trade but because they wanted
the strategic embargo to be lifted. He cited economic difficulties
that would impede trade with the USSR and said that the FRG
had no intention of discussing a trade agreement or the strategic
embargo with the USSR until the political situation improved.
Brentano emphasized that the Soviet trade offensive was the key
to the new Russian foreign policy in the underdeveloped coun-
tries whose success lay in the favorable economic conditions
granted by the USSR.14 The FRG should in no way give economic
assistance to a communist country trying to woo the new states
with economic aid while at the same time demanding similar aid
from the FRG. The furthest he was prepared to go was to say
that the government might consider a partial trade agreement
with the USSR. Economics Minister Erhard concurred with
these views.

The government, therefore, continued to argue from an ini-
tially political standpoint. However, there were also more spe-
cific fears about the interrelation of the political and economic
disadvantages of greater economic contacts with the USSR. Ac-
cording to some sources, the German government feared that a
bilateral trade agreement would open the doors to the Soviet
infiltration of West German industry, which could result in an
organized German business lobby against Bonn's pro-American
foreign policy. There was also concern in the United States that
Soviet leaders wanted to "persuade German industrialists that
alliance with the Atlantic community simply doesn't pay."15

The Social Democrats disagreed with the government's view.
The SPD, whose prime focus was Ostpolitik and not Westpolitik,
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had consistently adopted the position that economic concessions
to the USSR would induce the Soviet leadership to reconsider
the issue of German reunification. They favored the use of posi-
tive economic levers.

The issue of trade with the communist countries came to a
head in December 1956, when the SPD, frustrated over the lack
of progress in German reunification, pressed for a debate on the
Osthandel. This debate, the most comprehensive discussion about
trade with the East that the Bundestag had ever held, outlined
the differing points of view. The debate was prompted by the
events in Poland and Hungary and the realization that even
though the Hungarian rebellion had been crushed by Soviet
tanks, the very fact that both countries had attempted to assert
their independence showed that Eastern Europe was no longer a
monolith. Its main focus was on the question of establishing
trade missions in Eastern Europe as a substitute for diplomatic
missions, thereby seeking to encourage the autonomy of Eastern
Europe in opposition to the USSR. This would be done only in
the 1960s, but the discussion foreshadowed the "bridge build-
ing" era. Although much of the debate concerned Eastern
Europe, the SPD began by directing some of its remarks to trade
with the USSR, asserting that trade with the East was part of the
general problem of the FRG's relations with the communist
world, the main aim of which was to secure the reunification of
Germany. The SPD criticized the strategic embargo and de-
manded that the FRG not comply with it, and they pressed the
government to explain why there was no trade agreement with
the USSR. The lack of an agreement placed West Germany in a
disadvantaged financial position compared to those Western
countries that did have trade agreements with the USSR.16 The
FDP, supporting the SPD stand, claimed that the policy of with-
holding trade from the USSR had had no political results and
said that it would be good for Germany's economy to diversify its
markets. Both parties believed that more trade with the USSR
would improve political relations.

Foreign Minister Brentano, in his reply, reminded the Bun-
destag that his party "understood the difference between politics
and economics, and we do not believe that we can subordinate
politics to economics." He defended the strategic embargo as a
political necessity but said that despite it, trade between the



54 From Embargo to Ostpolitik

USSR and the FRG had grown 130 percent since Adenauer's
visit to Moscow.17 He claimed that in its final communique with
the USSR after the September talks, the government had delib-
erately used vague wording about the conclusion of a trade
agreement and had promised nothing. The government did not
give any ground on its stand that trade talks with the Russians
were predicated on an improved Soviet attitude on the question
of German reunification and reiterated its support for the
NATO strategic embargo. It is also instructive that the foreign
minister, and not the economics minister, spoke in the debate,
emphasizing the primacy of politics. The German government
was not yet ready to use economic incentives in the pursuit of its
political goals with the USSR and saw this position as a cor-
nerstone of its "policy of strength." Only negative linkage was
permissible. In this debate, both sides exaggerated the signifi-
cance and effects of West German-Soviet trade. The symbolic
value of this trade to both sides was greater than its commercial
value.

The business community in Germany was still divided over the
desirability of increasing trade with the USSR and tended to
stress the need for caution. One group of industrialists, after
studying the possibilities, concluded that the necessary economic
conditions no longer existed for a strong return to the Soviet
market. West German industrial production was primarily
committed to customers in the West, and the pattern of trade
between the USSR and the FRG had altered sufficiently to make
businessmen question what the USSR wanted to buy from them.
Total trade between the two countries had risen from $62.6
million to $122.0 million from 1955 to 1956; but this was still a
very small fraction of Germany's total $14,021.30 million for-
eign trade.18 The USSR continued to purchase steel from Ger-
many, and a Soviet delegation spent some time studying au-
tomotive manufacturing at the Daimler-Benz company.

The Ostausschuss continued to press quietly, firmly, and
realistically for expanded trade on a more legal basis. In August
1957, Handelsblatt published the first of what were to become an
annual series of trade supplements on the Osthandel, to which
German and East European authors contributed. Its main aim
was to provide information and an advertising forum for en-
couraging more trade. In the first issue, Otto Wolff von



From diplomacy to trade: 1955-1958 55

Amerongen admitted that trade between the FRG and the East
suffered from politicization, called for a depoliticization of
trade, and was relatively optimistic about its future.19 It is possi-
ble that, under government pressure, business's full desire for
more trade with the USSR did not receive commensurate public-
ity because the business community continued to advocate a
trade treaty with the USSR behind the scenes.

The Soviet perspective on trade

The Soviet pressure to conclude a trade agreement with the
FRG was part of a broader strategy aimed at intensifying eco-
nomic relations with the West. At the Twentieth Party Congress,
Khrushchev emphasized the desirability of trade with capitalist
countries.20 The sixth Five-Year Plan was announced at the con-
ference, and among its most important elements was the deci-
sion to create a "third metallurgical base" in Siberia and
Kazakhstan to produce more pig iron, a commodity in demand
in the West.21 The plan was abandoned a year later for a new
Seven-Year Plan. It appeared that by 1956 Khrushchev had re-
nounced the Stalinist conception of foreign trade as an adjunct
to autarky and looked upon economic relations with the West in
a longer-term, more favorable light as an essential component of
the further industrialization of the USSR.22

Soviet writers continued to stress the link between trade and
politics, claiming that "international trade and the development
of business contacts encourage the weakening of international
tensions and the normalization of relations."23 They condemned
the NATO embargo, said that it had failed, and proposed the
slogan "Let's trade" as the beginning of a more peaceful world.24

Khrushchev also emphasized that "ideological differences are in
no way an obstacle to the development of mutually profitable
trade between socialist and capitalist countries."25 Indeed, the
Russians deliberately minimized the economic motivation in
their trade drive by claiming that the USSR was primarily in-
terested in trade for the political benefits of peaceful coexis-
tence.26

Peaceful coexistence was both a political and an economic
strategy, and it is difficult to establish precisely the division be-
tween its two faces. Khrushchev was genuinely interested in
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minimizing the possibilities of a nuclear war, and at the same
time he hoped that improved political relations would lead to an
intensification of East-West trade. He envisaged, however, the
amelioration of East-West political and economic relations while
maintaining an uncompromising position on the German ques-
tion.

One might question whether the Russians really believed that
a greater volume of international trade would improve political
relations. The attempt to infer motivation from Soviet foreign
policy statements is fraught with difficulties. In the absence of
concrete evidence to the contrary, one can assume that official
explanations of Soviet foreign policy to some extent reflect
genuine concerns or inter-elite communication. A related ques-
tion is the extent to which Soviet leaders genuinely believe their
ideology or the degree to which one must discount ideological
pronouncements as explanations of foreign policy actions. Be-
cause we do not possess mind-reading instruments, a more fruit-
ful way of posing this question is to ask to what extent ideology
determines Soviet foreign policy today. Soviet ideology has his-
torically served four main purposes in relation to policy: inter-
pretive, predictive, legitimizing, and cohesive. Marxist-Leninist
ideology was probably much more important as an interpretive
and predictive tool of Soviet foreign policy under Lenin. Today,
it is used much more to legitimize policies motivated by pragma-
tic needs. However, one cannot always separate ideology from
practice so neatly. Even if ideology does not serve as an everyday
guide to foreign policy actions, there is a fundamental sense in
which the leadership in the USSR is influenced by Marxism-
Leninism despite the prevalence of Realpolitik determinants.27

In seeking to evaluate whether the Soviet leaders really be-
lieved that a greater volume of international trade would im-
prove political relations, one is faced with a specific example of
the more general problem of inferring motivation from official
explanations of Soviet foreign policy. Lenin and his successors
have undoubtedly appreciated the economic utility to the USSR
of trading with the West. However, as Marxist-Leninists, they
must also have been aware of the interconnection between eco-
nomics and politics in East-West relations, and both Lenin and
Khrushchev may have believed that trade with the West would
both help the Soviet economy and promote better political rela-
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tions. Moreover, in Soviet relations with West Germany,
Marxist-Leninist ideology reinforced prior perceptions arrived
at as a result of historical experience, political culture, and prac-
tical considerations. The Kremlin leaders may genuinely have
believed the Leninist maxim that trade promotes peace even if
they were also aware of their more immediate pragmatic eco-
nomic motivation in seeking more trade with the West. If the
first consistent theme of Soviet writing was the desire to increase
trade with the capitalist countries in the interests of peaceful
coexistence, the second was to stress the extent to which German
businessmen wanted to trade with the USSR. There was continu-
ing comment in the Soviet press about how much German busi-
nessmen supported by the SPD wanted to regularize and in-
crease their trade with the USSR.28 Throughout 1956, Soviet
foreign trade organizations invited German firms to enter into
discussions about concluding business deals. This fueled Ameri-
can fears about the Russians trying to woo German businessmen
to lobby the government.

The Soviets also made attempts to approach the government
on the question of trade. As soon as Valerian Zorin, the first
Soviet ambassador to the Federal Republic, arrived in Bonn on
December 20, 1955, he began to press for negotiations leading
to a trade treaty, citing Adenauer's commitment to these talks at
the Moscow conference, but all his efforts were rebuffed. The
minister of foreign trade, Ivan Kabanov, although reiterating
that the USSR did not need the trade treaty and could do very
well on its own, criticized the failure to hold talks and warned of
the deleterious economic consequences.29 In reply to the Ger-
man note of September 1956 on the question of reunification,
the Soviet government demanded to know why trade talks had
not yet been held.30

The Russians also increased the use of historical parallels. For
instance, they claimed that trade with the East could help West-
ern countries overcome their economic difficulties, as it had in
the 1930s.31 Soviet commentators, in academic journals, popular
journals, and the daily press, increased their emphasis on the
historical trade links between the two countries. The scholarly
International Affairs published a series of documents from cap-
tured German archives, consisting of memoranda from leading
German businessmen to the chancellor advocating more trade
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with the USSR in the twenties and also asking for large credits to
the USSR. The documents included a strong request from For-
eign Minister Stresemann for a substantial credit to the USSR,
which was granted to prevent competitors from cornering the
Soviet market.32 The more popular New Times, recalling how the
Rapallo Treaty had benefited the Soviet and German economies
during the world depression, claimed that "with the situation
altered, much that was important in the Rapallo Treaty now
belongs to history. But the underlying principles of that treaty
have lost none of their validity; and to ignore that would be a
dangerous error."33 The message behind these frequent histori-
cal allusions was hard to miss. Neues Deutschland even went so far
as to cite the 1649 treaty between Brandenburg and Russia as an
example to be followed.34

The Soviet treatment of the German business community,
however, had two distinct faces. On the one hand, Moscow
stressed how much "far-sighted" German businessmen wanted
to trade with the USSR, but on the other hand it constantly
harped on the "revanchist" and "militarist" proclivities of West
German monopoly capitalism.35 One might question whether
the constant criticism of German monopoly capitalism was not
counterproductive to Soviet economic goals, but it seems that
most German businessmen accepted it as part of standard Soviet
operating procedure and were convinced of the Soviet desire to
trade with the FRG.36

It is also possible, although we have little concrete evidence for
it, that there were divisions within the Soviet bureaucracy over
increasing trade with the FRG and that the moderates encour-
aged contacts with German businessmen, whereas the more con-
servative politicians insisted on an uncompromising attitude to-
ward German capitalism. Thus the conflicting press comments
possibly reflected at least two distinct groups within the Soviet
hierarchy.

The Russians combined the drive for a trade agreement with
unremitting criticism of German politics in both scholarly and
popular publications. Khrushchev, although reiterating that
only the two German states could decide on their reunification,
claimed that in the FRG "the Hitler techniques are being
vigorously applied and democratic freedom suppressed."37 The
Kremlin was also incensed by what it considered the German
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volte face on the issue of trade. Pravda and Izvestiia attacked von
Brentano, stressing that his refusal to discuss a trade treaty was
against the interest of most West German businessmen.38 In a
reply to the Izvestiia article, the German government Bulletin
ridiculed the Russian suggestion that German businessmen were
opposed to their government's policy because they wanted more
trade and confirmed that the normalization of trade relations
was dependent on an improvement in the political situation.39

The attempt to profit from and fuel conflicts over East-West
trade between Western governments and their business sectors
has been a consistent Soviet tactic since the Revolution. By the
end of 1956 both sides had adopted what they claimed were
immutable positions. The FRG refused to discuss trade unless
there was progress on the reunification issue, and the Russians
demanded to hold trade talks but refused to discuss reunifica-
tion, saying that it was a matter for the two German states to
arrange between themselves. Six months later, trade talks began,
and both sides were willing to manipulate political and economic
means and goals.

The trade and repatriation negotiations

Bulganin's note of February 6, 1957, represented a major initia-
tive on the Soviet side after over a year of icy relations with West
Germany. Saying that he and his colleagues were "not satisfied
with the way the relations between our countries have developed
since the establishment of diplomatic relations" and discussing at
great length the political problems of German foreign policy,
particularly the issue of atomic weapons, he alluded to the "tre-
mendous possibilities for a large-scale development of overall
economic contacts between the Soviet Union and the Federal
Republic of Germany, to the mutual advantage of both sides."
He suggested that trade talks begin, because better economic
relations could provide "a firm foundation for improving the
political relations between states."40 The motivations behind this
Soviet note were both political and economic. On the one hand,
the Kremlin was seeking to break out of the diplomatic isolation
in which it had found itself since the intervention in Hungary.41

Conciliatory moves toward the FRG were part of a larger policy
designed to improve Russia's image in the West. On the other
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hand, the more intense interest in trade negotiations was con-
nected to the progress made toward the organization of the EEC
and the European free trade area.42 The Russians feared that, in
the absence of a trade agreement, they might be subject to fur-
ther economic discrimination once the EEC was fully organized.

It is also possible that the Kremlin had decided to link closer
economic relations to specific political issues. One problem be-
tween the FRG and the USSR that had remained unresolved was
that of the repatriation of Germans from the USSR and of Soviet
citizens from Germany. In October 1955, about half of the Ger-
man prisoners of war were returned, but then the repatriation
stopped suddenly for two months. The holdup was attributed to
delays in the Soviet-German talks on setting up their respective
embassies and to Soviet demands for the repatriation of 100,000
Soviet nationals allegedly held in the FRG.43 The issue was
naturally of some importance to West Germany, and it is con-
ceivable that Moscow had decided to use this as a bargaining
device to extract economic concessions. Bulganin's note had
hinted that an improvement in consular and trade relations
could expedite the repatriation of Germans in the USSR.

The German reaction to the note was cautiously receptive. In
his memoirs, Adenauer explains that in his opinion, the reason
for the Soviet note was the difficult economic position in which
the USSR found itself.44 Publicly, Adenauer welcomed the note,
refuted the Soviet stand on the existence of two German states,
but admitted that some points of the letter could profitably be
discussed. There was general agreement among all German
political groups, from the SPD to the right-wing Deutsche Partei,
that the note was considerably more moderate in tone than pre-
vious Kremlin pronouncements and could provide a basis for
useful talks. Soviet Ambassador Smirnov had a lengthy discus-
sion with Economics Minister Erhard, in which "political ques-
tions . .. were not discussed."45

Adenauer's reply represented a change in the German gov-
ernment's position. Reiterating his views on the issue of reunifi-
cation, he nevertheless alluded to the favorable increase in
Soviet-West German trade and proposed early intergovernment
talks on trade, because better trade conditions could facilitate an
improvement in the political atmosphere.46 Adenauer's reason
for changing his position on the FRG's willingness to discuss
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trade in the absence of reunification proposals was partly a re-
sult of the need, in an election year, to show that he was willing
to compromise in order to make some progress in his Ostpolitik.
His more immediate practical objective, however, was to secure
the release of some 100,000 German nationals who were esti-
mated to be in the USSR. The chancellor had also agreed to the
talks because of pressure from the parliamentary opposition and
some business circles to improve economic relations with the
USSR.47 Thus, for the first time, the German government was
reluctantly prepared to use positive economic incentives to se-
cure political goals - albeit limited - because the release of Ger-
mans in the USSR was clearly more important to Adenauer than
was the negotiation of a German trade agreement with Russia.

The difficulties in agreeing to start the trade and repatriation
talks demonstrated the extreme reluctance with which both sides
committed themselves to their respective bargaining levers and
indicated that neither side would make a concession without
commensurate payoffs. The preparedness to use such levers was
in itself a tacit admission that the previous policies - on both
sides - had failed. The German government had twice delayed
beginning the talks because of Soviet intransigence over the re-
patriation issue. It refused to accede to the Russian demand that
the talks be at the ministerial level, and the preceding acerbic
exchange of notes on atomic rearmament and German reunifi-
cation had not softened the atmosphere. The USSR continually
harped on Bonn's atomic weapons and used this theme to
popularize its call for the conclusion of a European security
treaty, that is, a multilateral ratification of the postwar status
quo. The German government did not want to negotiate a for-
mal trade treaty and was only prepared to make informal ar-
rangements. It also had no desire to increase the volume of trade
to the extent proposed by the Russians and only wanted to con-
clude a one-year agreement on trade.48 The Russians, on the
other side, accused the Germans of wanting to make "political
capital" on the eve of German elections and denied the existence
of the repatriation issue.49 They countered German demands
with their own request for the compulsory repatriation of Soviet
citizens in Germany - the great majority of whom had no desire
to return to the USSR and could be classed as political refugees.
The Kremlin's main aim was to conclude a long-term formal
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trade treaty and a treaty on consular rights. Thus, when Ambas-
sador Rolf Lahr, from the foreign trade division of the German
Foreign Ministry, arrived in Moscow with his delegation of
twenty-five, the auspices for a successful conclusion of negotia-
tions were not good.

The negotiations were difficult, and by the end each side had
made use of bargaining devices and conceded important ele-
ments of its original position; yet each side achieved its
minimum goals. The Soviet delegation was led by Deputy For-
eign Minister Vladimir Semyenov, a former political advisor to
the Soviet control commission in the GDR and later Soviet am-
bassador to East Germany. He was considered one of the top
Soviet experts and a tough negotiator. The appointment of such
a high-ranking political expert suggested to some that Semyenov
was told to sound out the German delegation on the possibility
of the FRG's agreeing to the Soviet plan for a loose federation of
the two German states as a step toward reunification.50 The
institutional structure of these talks reinforced the interconnec-
tion of the political and the economic. There were three parallel
sets of negotiations in Moscow - on repatriation, trade, and con-
sular matters - and each set had its own negotiators. Although
the discussions were conducted separately, there was linkage
among all three, and ultimately progress could not be made in
one area if another area were stalled. The Soviets tried to sepa-
rate the economic from the political negotiations, but the Ger-
mans insisted on linking them.

The repatriation negotiations were by far the most difficult.
The central issue was not the return of the prisoners of war
whose release had been agreed upon in 1955 but the release of a
far broader category of Germans. Indeed, the German claim
that there were up to 100,000 German nationals in the USSR
from Memel, the Baltic, East Prussia, and Bessarabia was open to
question. The Germans fell into three categories. The first, and
smallest, were those who had German nationality before the war
- living in what is now East Germany or those parts of prewar
Germany now incorporated into Poland or the USSR. The sec-
ond category, which was much larger (about 20,000), were
known as "treaty resettlers" and consisted of those "racial Ger-
mans" who, under the Molotov-Ribbentrop pact of 1939 were
removed from their former domiciles in the Baltic states and
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parts of prewar Poland and Rumania, given German nationality,
and resettled in territories incorporated into the German Reich.
The third group, known as "administrative resettlers," consisted
of 70,000 racial Germans to whom the policy of Germanization
and resettlement was unilaterally applied by the German admin-
istration in occupied Russia between 1941 and 1944.51 Not sur-
prisingly, the Russians rejected the assertion that these people
were really Germans, particularly because these FRG claims re-
vived some of the worst memories of Hitler's racial policies.

The first phase of the talks, which lasted from July 23 to 31,
resulted in deadlock, with the Russians refusing to admit the
problem of repatriation. Foreign Minister Gromyko accused the
Germans of artificially creating the repatriation problem for
propaganda purposes instead of concentrating on economic
questions, which were the core of the negotiations.52 The Ger-
mans, surprised by this Soviet volte face, recalled Lahr and sent
a note to the Soviet government admitting that for the FRG
government, "humanitarian questions are more important than
political ones" and asking why the USSR had reneged on its
agreement to discuss repatriation.53

When the talks resumed two weeks later, the Soviet press pub-
lished articles citing letters by Soviet citizens of German extrac-
tion who claimed they were very happy as Soviet citizens in the
land of "peace and progress" and had absolutely no desire to
return to Germany.54 The second round broke down on the
question of repatriation, although the Russians made one slight
concession by agreeing to discuss "individual" cases.55 On one
list of 1,000 names submitted by the West Germans, all but a
dozen were claimed as citizens of the USSR. The USSR's posi-
tion remained that all the so-called Germans whose names were
on German lists were now Soviet citizens.

For two months, the talks were suspended, with neither side
willing to sever them completely. Adenauer was reelected under
the slogan of "No Experiments" by the Bundestag in September,
and the Christian Democratic Union-Christian Social Union
(CDU-CSU) increased its majority by winning 270 out of the 497
Bundestag seats.56 Finally, when it became clear to the Soviets
that the Germans would refuse to conclude a trade agreement
unless there were concessions on the repatriation problem, they
decided to concede part of the issue. Although they were willing
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to jeopardize to some extent the economic side of the negotia-
tions for the sake of their political prestige, the Russians must
have realized that ultimately their uncompromising position on
the repatriation issue would be counterproductive because they
would not achieve their economic goals. They finally agreed to
the repatriation of Germans in the USSR who possessed German
nationality before June 21, 1941, and said they would consider
individual cases of other people of German extraction. This was
their political concession. In return, the Germans had to com-
promise by dropping their request for the repatriation of people
naturalized after Hitler's invasion of the USSR. The Germans
also had to agree that the Russians would not publish their dec-
laration explaining the terms of repatriation in the USSR, thus
making it difficult for Germans in the USSR to find out that they
would leave. Apparently the German delegation prolonged the
negotiations over this point but had to concede it in the end.
Thus, both sides made compromises on the political issue, but
the Germans achieved most of their initial political goals.57

The economic negotiations were much easier than the politi-
cal, because the political issues involved symbols of national pres-
tige for Germany and the USSR, whereas the economic issues
were less delicate. The Russians, under the direction of Deputy
Trade Minister Pavel Kumykin, initially offered the Germans a
five-year trade agreement authorizing the exchange of 6.5 bil-
lion rubles (about 7 billion marks) in goods between 1957 and
1961. The main Russian imports would be machinery and chem-
ical products, and the main German imports would be oil prod-
ucts, ores, linens, and other goods. The Germans countered with
an offer for a three-year trade agreement worth 3,900,000
marks.58

There were four main problem areas. The Russians wanted a
five-year trade agreement with five times the trade volume of
the initially proposed three-year German treaty. Moscow wanted
import quotas fixed item by item, whereas the Germans pre-
ferred overall quotas. The USSR asked for the strict application
of Most Favored Nation treatment, and the Germans were reluc-
tant to grant this. The Soviets were prepared to pay in limited
convertible deutsche marks but wanted clearing account credits
to be mutually granted at an agreed upon rate of interest. The
Bundesbank, having recently abolished this policy of "swing
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credits," did not want to restore this bilateral arrangement.
There were also problems about specific items - for instance, oil.
The Germans wanted to purchase more Soviet oil than the Rus-
sians wanted to sell, and the Soviets were wary of divulging
information on oil prices.59

Both sides compromised on all these economic issues. They
agreed on a three-year treaty, which would double the volume of
Soviet-West German trade, a total exchange of 3,150 million
marks between 1957 and 1960. Thus, the Russians achieved
their aim of concluding an official trade agreement, but the
Germans were able to veto the signing of a long-term trade
treaty similar to those the USSR had with the West. The Soviet
negotiators were able to secure quotas fixed by item.60 Only 0.08
percent of goods desired by the Russians had to be denied be-
cause of the CoCom embargo restrictions. The Germans had
wanted to sell more consumer goods than the Soviets were will-
ing to buy, so a compromise was reached whereby a certain
percentage of the German export quotas (8-10 percent) was
reserved for consumer goods, a higher proportion than existed
in most Western arrangements with the USSR.61

The Soviet negotiators succeeded in securing limited Most
Favored Nation treatment - much against German wishes - with
reference to customs and other matters connected with the im-
port and export of merchandise, and not in the broader sense in
which such privileges were afforded Germany's Western
partners. Because Germany was a member of the EEC, it was
limited in the extent to which it could grant Most Favored Na-
tion status.62 On the payments issue, the Germans refused to
accept a strictly bilateral clearing system. Thus, the Russians
were to pay primarily in convertible deutsche marks,63 but the
payments agreement permitted the contracting parties some
maneuverability on the question of credit and payment in other
currencies.64 As for the third element of the negotiations - the
consular agreement - the Russians had wanted to open a
number of additional consulates in German cities other than
Bonn to promote more extensive economic relations. They were
finally permitted to set up one additional consulate - in Cologne
- to serve primarily as a trade information center.

The Russians hailed the agreement as a victory for their policy
of peaceful coexistence and stressed its economic value for both
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sides. Repeating their contention that the German economy was
suffering, Soviet commentators stressed how beneficial the
treaty would be for German businessmen and for international
trade as a whole.65 They also, however, warned that the "so-
called Common Market" would bring considerable harm to in-
ternational trade.66 The Soviets reiterated that the repatriation
problem "did not exist," although "a businesslike discussion of
questions took place at the talks concerning individual Germans
who for some reason or the other remained on USSR terri-
tory."67 Finally, the Soviet press stressed the politically beneficial
aspects of the trade agreement, which would improve overall
political relations.68 The Kremlin had achieved its main eco-
nomic objective - to regularize trade between the two countries
and ensure that it would expand, at the same time strengthening
its position on the validity of the existence of two German states.

The Germans also achieved their main objectives in the
negotiations. Ambassador Lahr, describing them as "not only
the most difficult and the most tense, but also the most unusual
of the many economic negotiations that I have conducted in
twenty years of professional life," indicated that he still accepted
the theory that the USSR viewed trade with the West only as a
short-term stopgap measure.69

During the 1957-8 negotiations, both sides utilized positive
linkage strategies involving secondary political and economic
stakes. It is possible to differentiate between economic and polit-
ical means and ends in these negotiations and to identify the
linkage strategies because the tradeoffs were explicit. For both
the FRG and the USSR, the repatriation issue represented a
secondary political goal, involving questions of international
prestige and national pride rather than security. Likewise, the
trade treaty involved secondary economic goals and was not a
matter of economic survival for either side. The Germans in-
itiated the strategy of positive economic linkage by tying the
negotiation of a trade treaty to the repatriation of Germans. The
Russians were forced to respond to this German politicization
strategy, although they would have preferred to avoid linkage
altogether, by offering to repatriate Germans in return for a
trade treaty.

Unlike the situation in 1955, although economic contacts were
still modest, the expectation of increased trade and the growth
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of political contacts between the two societies meant that a suffi-
cient basis for the implementation of low-level linkage strategies
had been created. No basic political or economic goals or com-
promises were involved. Linkage would not have worked over
issues such as German reunification; it was feasible only because
limited goals were involved, because there was some degree of
symmetry between the economic and political stakes.



Trade and the Berlin Crisis:
1958-1961

The Soviet Government seeks to have the necessary change in Berlin's
situation take place in a cold atmosphere, without haste, and unneces-
sary friction, with maximum possible consideration for the interests of
the parties concerned.

Soviet ultimatum, November 27, 19581

The Berliners have a right to know how the land lies. The people of this
city are strong enough to stand the truth. The Soviet Union has given its
mastiff Ulbricht a slightly longer leash. This city desires peace but it will
not capitulate . . . But peace has never been saved by weakness. There is
a point when you have to recognize that you cannot retreat one step.
This point has been reached. Willy Brandt, 19612

Scarcely had the Soviet-German agreement been signed than
the Kremlin challenged its newly established modus vivendi with
Bonn and initiated a new crisis in East-West relations that
sought to alter the status quo. During this conflict, which lasted
until the resolution of the Cuban missle crisis in 1962, the focus
of East-West tension shifted to West Berlin, whose links to the
Federal Republic and protection by the Western Allies became
the focus of the unresolved German question. For us to analyze
the importance of Soviet-West German relations during the Ber-
lin crisis, it is necessary to examine the disparity in the signifi-
cance of West Berlin for the two countries. The USSR and the
FRG had conflicting interests in Berlin, and both viewed the
status of West Berlin as a central issue in their bilateral relations.
The Soviet Union sought to incorporate West Berlin into the
GDR, whereas the FRG, backed by the United States, Britain,
and France, insisted that West Berlin was part of the Federal
Republic.

68
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The Berlin crisis

The preservation of West Berlin's links with the FRG was a core
political value for West Germany. One can distinguish between
two kinds of core values: those concerned with the physical secu-
rity of a state and those involved in the symbolic legitimacy of a
nation or government. Physically, the Federal Republic could
have survived economically and politically within the Western
alliance without its links with West Berlin. Indeed, it would have
been better off economically without West Berlin. It was a con-
tinuous effort for Bonn to support the precarious economy of
West Berlin, which was surrounded by the GDR and cut off
from normal trade relations. The trauma of the division of
Germany, however, had influenced the FRG to view its ties with
West Berlin as an essential component of West Germany's legiti-
macy as a nation-state. It had imbued its nonterritorial links with
West Berlin with values normally associated with issues of na-
tional survival and territorial integrity. West Berlin was a symbol
of the unresolved German question, of the FRG's security in the
Western alliance, and of its commitment to reunification. Fur-
thermore, support for West Berlin's integrity was perceived as a
litmus test of U.S. reliability. Any questioning of West Berlin's
links to the FRG was defined as a direct attack on the security of
West Germany. Adenauer's unswerving and uncompromising
commitment to the freedom of West Berlin and to the FRG's
right to represent it internationally contrasts to his strong decla-
ratory but weak operational policy on reunification. This was
partly because the defense of West Berlin's position represented
a West German acceptance of the postwar status quo, whereas
reunification would have meant a major change in the status
quo.

West Berlin's status was also a core political issue for the
USSR, but more indirectly than it was for the FRG. West Berlin
per se was directly crucial to Bonn, but what concerned Moscow
was not the city itself but the indirect implications of West Ber-
lin's position for the GDR. The Kremlin responded to the West's
insistence on retaining ties to West Berlin by denying the legiti-
macy of these links. The status of West Berlin was a core value
for the Soviets because West Berlin represented a concrete
threat to the stability of the Ulbricht government. The funda-
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mental issue was the permanence of the division of Europe,
which was predicated on the division of Germany. The West
refused to ratify this division, and under President Eisenhower
and Secretary of State Dulles there was a commitment to "roll
back" the iron curtain, although the failure of the United States
to assist the Hungarian freedom fighters in 1956 revealed that
this policy was more rhetorical than real.

Khrushchev in 1958 was using Berlin as a lever in his pursuit
of the basic Soviet goal of securing Western recognition of the
division of Germany. Berlin was always more a symptom than a
cause of Soviet policy toward Germany. It was a convenient pres-
sure point with which to draw attention to Soviet demands, but
the central issue was the larger one of Germany rather than the
narrower one of Berlin, in particular, the survival of the Ul-
bricht regime and its continuing loyalty to the USSR. West Ber-
lin not only represented an annoying testimony to the economic
and political advantages of life in the West; it was a concrete
threat because, as long as the border between East and West
Berlin was open, it presented an escape route to the West,
thereby challenging the stability of the GDR. Because the USSR
had defined its security in terms of the maintenance of stable East-
ern European allies, West Berlin's status was indirectly linked to
the survival of the postwar Soviet sphere of influence and control.

Although West Berlin was more directly important for Bonn's
legitimacy than for Moscow's, the FRG had far less control over
events in the beleaguered city than did the USSR. This was
because of the peculiar situation in West Berlin, where the four
Allied nations had jurisdiction over the city and West Germany
had none. West Berlin was both a domestic and an international
issue for the FRG, whereas it was only an international question
for the USSR. Russia and Germany held irreconcilable views on
the legitimacy of East Germany and on the right of West Berlin
to maintain its links to the West. The Berlin crisis, although it
did not initially impinge on economic relations between the two
sides, ultimately had economic repercussions that highlighted
the role of economic bargaining in a time of political hostility. It
also showed clearly the limits of economic leverage in an acute
political crisis.

The 1958 Berlin crisis (known as the "second Berlin crisis" to
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distinguish it from the 1948-9 crisis) began when Khrushchev
stunned the Western powers by issuing an ultimatum on the
status of West Berlin. His threats were foreshadowed by Ul-
bricht in two speeches in which the leader of the GDR insisted on
a normalization of the situation in Berlin, hinting that West Ber-
lin lay within the territory of the GDR.3 Khrushchev took up
this theme in a speech to the Polish United Worker's Party in
Moscow on November 10, when he declared: "The time has
obviously come for the signatories of the Potsdam agreement to
renounce the remnants of the occupation regime in Berlin and
thereby make it possible to create a normal situation in the Ger-
man Democratic Republic."4 The formal ultimatum came in the
form of a Soviet note to the United States, Britain, France, and
Germany on November 27, 1958. Claiming that the Western
powers had forfeited their occupation rights in West Berlin be-
cause they had "grossly violated" the Potsdam agreements, he
insisted that they must withdraw from West Berlin. Instead of
incorporating West Berlin into the GDR, Khrushchev said he
was willing to make a compromise:
The Soviet government on its part would consider it possible to solve
the West Berlin question at the present time by the conversion of West
Berlin into an independent political unit, a free city, without any state,
including both existing German states, interfering in its life. Specifi-
cally, it might be possible to agree that the territory of the free city be
demilitarized and that no armed forces be contained therein.5

Making it clear that he would negotiate on no other basis than
that of a free city, Khrushchev gave the Western powers six
months in which to work out the details of their withdrawal,
warning that "if the above-mentioned period is not utilized to
reach an adequate agreement, the Soviet Union will then carry
out the planned measures through an agreement with the
GDR."6 Thus the note contained two distinct ultimata: first, the
immediate threat of a separate peace agreement with the GDR,
which would permit it to control Western access to Berlin, and
second, the free city demand.7

The Soviet note was both menacing and ambiguous on the
specifics of the neutralized city plan for West Berlin, all of which
raised questions about Soviet motivation. Perhaps one should
begin with the Soviet explanations for the precipitation of a new
crisis. Khrushchev, in a press conference justifying his action,
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described West Berlin as a "kind of cancerous tumor," saying
that it was being used by the Western powers as a launching pad
for their aggressive policies against the GDR.8 More sober
academic accounts reiterated the same point. The Federal Re-
public was trying to change the balance of forces in favor of
imperialism within Germany and was threatening the peace and
security of Europe.9 Another account, claiming that "the Ger-
man question is a peculiar barometer of the political weather,"
said that the West German militarists and revanchists were using
West Berlin consciously to overthrow the East German govern-
ment.10 Indeed, Soviet writers claimed that, whereas the USSR
had put forward a modest compromise proposal for Berlin, it
was the Western powers that had twisted the proposal around
and had used it as an excuse to reinforce their occupation of
West Berlin.11

In analyzing Soviet motives in provoking the Berlin crisis, one
must avoid the assumption that there was one continuous, con-
sistent cause. One must also separate Soviet concerns about the
specific German problem from its policies related to broader
international developments. From the ambiguous and erratic
nature of Soviet behavior throughout the crisis, it appears that
the causes were diffuse. They had to do with developments
within both the GDR and the FRG. The German question itself
remained an unresolved irritation for Khrushchev. Having
failed to prevent the FRG's entry into NATO, he was still trying
to persuade the Germans to renounce their access to nuclear
weapons. Undoubtedly, Khrushchev also thought that in trying
to make political capital out of the USSR's recent technological
successes - particularly the Sputnik - he would weaken West
German security and increase East German security by forcing
the West out of Berlin. By creating a new crisis, he might also
slow down the process of West European integration and in-
crease his stature in Eastern Europe. The economic and political
consequences of the constant stream of East Germans "voting
with their feet" and leaving for West Germany through Berlin
also influenced his decision. Khrushchev's primary focus in his
German policy remained the stability of the Ulbricht govern-
ment. Although the GDR leader had purged his main oppo-
nents, the so-called Harich group in 1956 and others in 1958, his
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regime remained unpopular, and the exodus from the GDR
challenged the survival of his government.

Extra-European factors may also have been significant in the
Soviet decision to provoke a Berlin crisis. Sino-Soviet relations
were deteriorating and collapsed in 1959. Perhaps the USSR
wanted to solicit China's support in a gamble before the alliance
completely broke down.12 Soviet motives were partly deter-
mined by the situation in Berlin and the GDR and within West
Germany, but they were also the product of more wide-ranging
foreign policy goals that were directed toward changing the bal-
ance of power within Europe and possibly outside of Europe.13

The Western response to the Soviet note was firm and un-
compromising. The three powers refused to cede any of their
rights in West Berlin and stressed that the USSR had no right to
put such conditions on them.14 For the moment, we will discuss
Western reactions in general and will consider West Germany's
policies in a later section. This is because, on the issue of Berlin,
the USSR was primarily dealing with France, Britain, and the
United States. There were, of course, differences among the
Western powers as to the Soviet motivation and what the appro-
priate response should be, but they managed to present a more
or less united front to the USSR.15

The strategy of pressurizing Berlin as a way of attacking the
wider German problem became clear when Khrushchev sent a
note to the United States in January 1959 proposing a draft
peace treaty for Germany. Reiterating many of the points of the
November note, it also implicitly gave up the six-month ul-
timatum.16 Khrushchev threatened to sign a separate peace
treaty with the GDR - that would also give it the right to control
Berlin - if the Western powers did not resolve the German is-
sue.17 There was little mention of Berlin at the Twenty-first
Party Congress in January, although this may have been the
result of some divisions among the leaders.18

The Geneva Conference of 1959 indicated the impasse on the
German issue that both sides had reached. The Western powers
attempted to link their proposals on Germany to a general
European security system, as they had in 1955. Once again this
failed, because it was impossible to have a European security
system without incorporating the GDR, which they refused to
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do.19 The Soviet draft peace treaty for Germany was one-sided
and would have opened up West Germany to communist influ-
ence while barring any Western influence from the GDR.20 The
conference ended in deadlock, and Khrushchev's subsequent
visit to the United States did nothing to ameliorate the situation.
Indeed, the "spirit of Camp David" seems to have been born
partly from a misunderstanding over Berlin.21 Thus, by 1960
neither side had altered its position. The USSR demanded that
the Western powers withdraw from West Berlin and agree to the
German states forming a confederation under a new peace
treaty. The West insisted on its rights in West Berlin and de-
manded free all-German elections.

It is conceivable that Khrushchev hoped to gain some ground
in the Berlin issue at the Paris summit meeting in May 1960, but
when he walked out of the conference following the U-2 inci-
dent, the German issue remained unresolved. Khrushchev may
have broken up the conference because it had become clear that
the West would not give way on Berlin, and he did not want to
return home empty-handed. However, one could also argue
that, given the public American justification of the U-2 flights,
even if Khrushchev had returned from the summit empty-
handed he could have blamed the lack of progress on the Berlin
issue on American "cold war mongers." This leads to a second
theory - namely, that Khrushchev's actions were prompted not
by foreign policy considerations but by a domestic struggle for
power, in which his opponents forced him to break off the
summit. Based on the fact that Khrushchev had in January an-
nounced a major reduction in military manpower, this theory
holds that the opposition, led by Marshal Malinovsky, forced
him to return to Moscow after he had arrived at the Paris sum-
mit prepared to take part in it.22 Whatever the reason for his
dramatic volte face at the conference, Khrushchev's refusal to
negotiate did nothing to alleviate the German problem and the
Berlin situation.

Throughout 1960, domestic exigencies within both the GDR
and Berlin continued to determine the development of the Ber-
lin crisis. In January 1960, encouraged by the USSR, the East
Germans resumed their drive for collectivization that they had
abandoned in 1953.- Between January and March, the entire
GDR agricultural sector was collectivized and the peasants were
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all put on LPGs (Landesproduktionsgenossenschaften), the East Ger-
man collective farms. The campaign savored of the worst of the
Stalinist excesses during Soviet collectivization, with widespread
trials, deaths, and suicides. Presumably, the Ulbricht govern-
ment collectivized on the assumption that it would soon gain full
control over its frontier through the peace treaty that
Khrushchev had promised it in Berlin on his way back from
Paris.23 Unfortunately for the GDR, there was no treaty, and
East Germans reacted to collectivization by fleeing in increas-
ingly large numbers to the FRG. Because there was an open
border in Berlin until the building of the wall, in the first six
months of 1961, 103,000 persons left East Germany; in the fol-
lowing six weeks, 50,000, compared to a total of 194,000 ref-
ugees in I960.24 In the days preceding the erection of the Berlin
Wall, 2,000 refugees were leaving every day. Clearly this spelled
immediate economic and ultimate political disaster for the GDR
regime.

After the failure of the Paris summit, the Berlin issue entered
a relatively quiescent phase internationally. However, perhaps as
a result of the domestic situation within the GDR, Khrushchev
began to brandish the sword again. His moves may also have
been prompted by the failure of the Bay of Pigs invasion, from
which Khrushchev drew the conclusion that the new president
of the United States would take no strong action in Germany.
During his meeting with Kennedy in Vienna, he again
threatened to sign a separate peace treaty with East Germany if
the United States did not agree to his proposals for Berlin.
Thereafter his threats increased, as did American resistance,
and finally the Berlin Wall was erected on August 13. Western
statements may have encouraged the Soviets to believe that their
action would not provoke Western resistance. Most Western
statesmen were concerned with the freedom of West Berlin, but
not specifically with freedom of movement from one part of
Berlin to another.25 Intended primarily as a defensive measure
to halt the stream of East German refugees into West Berlin, the
wall ultimately had the effect of stabilizing the Ulbricht govern-
ment and thus solving the Berlin crisis. It was subsequently clear
that Ulbricht had played a major role in persuading Khrushchev
to build the wall.26

Soviet explanations for the building of the Berlin Wall focused
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on the need to take defensive actions against Western aggres-
sion.27 This was not only political but also economic, because,
according to one author, the West was trying to destroy the
economy of East Berlin and ultimately the economy of the
GDR.28 The Russians stressed that the "strengthening of the
borders of the GDR" destroyed West Berlin's role as a NATO
base and "demonstrated the change in the correlation of forces
in Germany and the growth in the international authority and
prestige of the GDR."29 Undoubtedly, this last explanation sheds
important light on Soviet motives in building the wall. Although
the immediate cause was the need to stop the stream of refugees,
this was a symptom of a much larger problem - the legitimacy
and viability of the East German regime and the division of
Germany. Ultimately, the building of the wall helped to consoli-
date the Ulbricht regime and ensure its survival with the tacit
compliance of the West, which failed to take any measures
against the wall.30

The second Berlin crisis entered a less acute phase on the
night of August 13. The Russians resumed nuclear testing, and
the war of words continued.31 However, at the Twenty-second
Party Congress, Khrushchev, despite his menacing rhetoric, had
renounced the idea of the free city.

By removing the ultimatum, he was in fact admitting that the
crisis no longer existed. Despite all his menacing posturing and
his repeated threats, Khrushchev had not succeeded in changing
the status of West Berlin; nor had he secured a peace treaty that
would have meant Western recognition of the GDR. However,
he had achieved one important gain - stabilizing the Ulbricht
regime and ensuring its economic and political survival. He had
also prevented the West from taking any measures to strengthen
the position of West Berlin. This in itself was an important step
on the road to a resolution of the German problem for the
USSR.

West German policy during the crisis

The USSR tried at various points during the crisis to exploit the
differences between the members of NATO over the Berlin
crisis; in particular, it attempted to woo the British, who were
more flexible than the Germans. Germany played an important



Trade and the Berlin crisis: 1958-1961 77

role in this crisis as a source of pressure and defender of a
special interest, with its veto power over certain Western policies.
West Germany was initially in a disadvantageous position be-
cause the freedom of West Berlin was a more immediate core
political goal for Bonn than for any of the other Western pow-
ers. However, it did hold one important political bargaining
lever: It could ultimately threaten the West with neutralization
or even defection to the Soviet bloc if the West did not protect its
interests. Nevertheless, there were significant limits to German
maneuverability and independence during this crisis. West
Germany could do little to influence the USSR's actions because
it had no legal rights in Berlin and because of the great disparity
in power between the USSR and the FRG. However, Bonn calcu-
lated that there was one area in which the balance of power was
in its favor. This was in the economic sphere, and in the later
stages of the Berlin crisis Adenauer attempted to use what he
considered to be his bargaining advantage over the Russians to
exact a relatively minor, but nevertheless politically symbolic,
concession from the USSR.

Adenauer's government adopted a rigid stance throughout
the Berlin crisis: no compromise on either the status of West
Berlin or the legitimacy of the GDR. The two were intimately
connected in German perceptions. However, this situation was
complicated by the apparent inconsistency between West Ger-
many's own considerable dealings with the GDR - particularly in
the trade field - and its disapproval of any Allied dealings with
Ulbricht.32 Adenauer believed that the FRG had the right to deal
with the GDR on "technical" issues, but other Western countries
did not.

Adenauer's attempt to exert political leverage on the Western
Allies was ultimately successful, in that they did not recognize
the GDR. However, although he realized that West Germany's
survival was dependent on the Western Allies, he tried for some
time to develop a closer bilateral relation with Khrushchev.
Adenauer was trying to establish the legitimacy of Germany to
develop its own political agenda within the framework estab-
lished by the United States.

Before the beginning of the Berlin crisis, Adenauer had in
March 1958 secretly proposed to Soviet Ambassador Smirnov
that East Germany be neutralized and given the status of Au-
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stria, a proposal that Khrushchev rejected. By the end of 1958,
State Secretary Hans Globke had drafted the "Globke Plan."
This plan moved closer to the Soviet position by proposing a
ten-year period during which East Germany would be
liberalized and after which elections to decide the issue of
reunification would be held. Khrushchev rejected the Globke
Plan.33 Adenauer unofficially was more flexible than in public.
The official face of the FRG-Soviet dialogue was the corre-
spondence between Adenauer and Khrushchev, initiated in Au-
gust 1959, in which the two leaders tried to iron out some of the
more pressing issues. According to Hans Kroll, the controversial
German ambassador in Moscow, one of his main aims in en-
couraging this correspondence was to arrange a visit by
Khrushchev to Germany, but Adenauer said the German people
were not ready for this. In the letters, both sides discussed their
views on Berlin and other questions.34 Although the corre-
spondence failed to achieve any substantive changes in either
side's position, it was symbolically important in indicating a
willingness on both sides to explore controversial topics.

Adenauer's Ostpolitik was not determined only by his rela-
tions with the United States. It was also part of his domestic
policy. He challenged his Social Democrat opponents for being
influenced by the communists, because they advocated a more
flexible attitude toward the USSR. There was, however, a dif-
ference between Willy Brandt, the Social Democrat mayor of
Berlin, and the rank and file of the SPD. Brandt adopted an
uncompromising position on Berlin. He insisted on the integrity
and freedom of West Berlin, and his views on East Germany
were closer to those of the CDU than to some of his more radical
SPD colleagues.35 The head of the SPD, Erich Ollenhauer, for
instance, met with Khrushchev in East Berlin in March 1959 and
told Brandt about it only at the last moment. Although the meet-
ing was inconclusive, the SPD chief was severely criticized in the
German press for meeting with the Soviet leader in East Berlin,
because it implied a de facto recognition of the city.36 The Social
Democrats put forward their own plan for German reunification
involving a neutralized Germany that was rejected by the CDU,
and a further meeting between Khrushchev and SPD leaders in
Moscow produced no results.37 After the Bad Godesberg Pro-
gram of November 1959, when the SPD finally renounced Mar-
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xism and accepted democratic socialism as its credo, the Soviet
press comments about the SPD became scathing.38

The Soviet attitude toward trade during the Berlin crisis

For much of the period under review, it had been in the Soviet
interest to separate politics and economics in its relations with
West Germany because Russia could gain little by politicizing
economic issues. Because the Soviets were on the whole more
interested in trade with the FRG than vice versa, there was little
that they could achieve by using economic incentivies or veto
power to extract political concessions from the Germans, who
had the predominant economic power and initiative. Moscow
wanted the economic benefits of trade with the FRG regardless
of the political situation. There was thus a contradiction between
Soviet economic and political goals. The incentive for increased
trade with the FRG was a result of the Russian desire to maintain
its growth rate and enhance its efficiency by importing capital
and technology as well as by improving the quality of products it
imported in daily commodity trade.39 The USSR's economic
goals dictated cooperative relations with the FRG. Yet its politi-
cal goals were oriented toward confrontation with West Ger-
many. No Soviet writer since Stalin has ever criticized the desira-
bility of trading with the Federal Republic, although most Soviet
commentators have denounced West German political activities.

Soviet-West German economic relations during the Berlin
crisis indicated that politics and trade were conducted at dif-
ferent levels. Despite the mounting political tension, trade in-
creased two and a half times between 1958 and 1961. It grew
from $163 million in 1958 to $196 million in 1959, to $345
million in 1960, to $401 million in 1961.40 Although this still
formed only a fraction of the total trade of either side, and fell
short of the original targets set in the 1958 agreement, it repre-
sented a definite increase in both the value and range of goods.
German businessmen began to visit Moscow, and Soviet trade
officials became more active in Cologne.

The Russians continued to point out that the volume of trade
could grow more.41 Khrushchev separated his political diatribes
against Adenauer from his mildly optimistic remarks about the
beneficial effects of West German-Soviet trade. His criticisms on
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economic issues were mainly directed toward the United States,
which promoted the CoCom embargo. Khrushchev claimed that
it was not the USSR but the United States that carried on
politically motivated trade:
Some people might say that Khrushchev has a political approach to
trade. I can reply: And what is the approach of the United States ruling
circles to trade, when they put an embargo on trade with us and boycott
the socialist countries? This is an exclusively political approach . .. For-
eign trade has great economic and political importance; it can help to
clear the political horizon and ease international tension.42

Soviet economists claimed that the USSR was not interested in
autarky and that it believed in the international division of
labor.43 Despite occasional invective against militarist German
monopoly capital, journalists distinguished between German
capitalists who were in favor of progress and trade with the
USSR and those reactionaries who were against trade with the
Soviet Union.44 Perhaps the most instructive functional demon-
stration of the separation between politics and economics can be
illustrated by a speech that Anastas Mikoyan, known in the West
for his expertise in East-West trade, gave on the forty-first an-
niversary of the Bolshevik revolution. Delivered four days be-
fore Khrushchev announced his Berlin ultimatum, it criticized
the United States, France, and Britain but said nothing about
Germany.45 Mikoyan's role as a promoter of West German-
Soviet trade became more apparent when, in May 1960, he pub-
lished an article in Handelsblatt appealing for more trade be-
tween the two countries.46 The Kremlin made a concerted effort
to ensure that trade and politics were independent during the
Berlin crisis because it wanted to maintain economic relations in
as congenial an atmosphere as possible; even though trade with
the FRG was only marginally significant to the USSR, it was
important to keep those economic channels open and function-
ing in the best possible environment.

The economic situation in the USSR provides some explana-
tion of the significance of trade With the FRG. Khrushchev had
discarded the sixth Five-Year Plan (introduced in 1956) for a
new Seven-Year Plan for 1959 to 1965. The main aim of the new
plan was to speed up the growth of the relatively backward
chemical industry and change the fuel balance of the USSR,
which was too heavily oriented toward coal, to oil and natural
gas.47 The plan had no specific foreign trade quotas, although a
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minimum 6 percent annual rise in trade with other socialist
countries was envisioned.48 However, in the late fifties, the rate
of growth of Soviet foreign trade began to decline and con-
tinued to drop into the early sixties.49 The Russians continued to
stress their desire to export more finished goods, particularly
machinery.50 Foreign trade still played a marginal role in the
Soviet economy, although with the planned increase in oil and
natural gas production, the USSR was intensifying its drive to
become a leading exporter of energy to the rest of the world.

The German experience with Soviet trade

After the signing of the 1958 agreement, the issue of trade with
the USSR more or less subsided as a controversial question in
Germany. For two years, economic relations between the two
countries remained relatively unpoliticized from the German
side. The immediate modest political goals of the 1958 agree-
ment were fulfilled, in that the USSR returned most of the Ger-
mans whose release it had originally promised.51 However, on
the economic side, there were problems that persuaded many
German businessmen that their originally optimistic forecasts
about trade with the USSR had been exaggerated.

The root of these economic disparities was the need for strict
bilateralism because of Soviet currency inconvertibility. The
Russians were eager to buy as many German investment goods
and manufactures as possible, but they simply did not have
enough to sell in return. It was this lack of suitable Soviet exports
that proved to be the main hindrance in fulfilling the trade
quotas. The Russians complained that the Germans were pursu-
ing discriminatory practices against them in the import of raw
materials. Apart from import restrictions on textiles that were
designed to protect the German home market, the Soviets as-
serted that the Germans had calculated the cost of and had
graded their grain exports in such a way that Soviet grain sold at
a lower price in Germany than it deserved. Stressing that high-
quality grain was one of the USSR's most attractive exports, the
head of the foreign trading organization Exportkhleb, respon-
sible for grain exports, said that because of the unfair import
regulations and price assessments, the Soviets were being pre-
vented from fulfilling their grain quotas for the FRG and there-
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fore from purchasing more German goods.52 Aside from the
problem of importing Soviet raw materials, German-Soviet
trade was hampered by the refusal of the FRG government to
guarantee credits, and this made the extension of credits more
problematic. The Russians could have bought more German
goods had they been able to secure guaranteed German credits.

The German business community, although it differed over
specific economic policies toward the USSR, was convinced that
trade and politics should be separate. This was clearly demon-
strated by two incidents that occurred shortly after the signing of
the 1958 agreement. Berthold Beitz, managing director of
Krupp, was invited by Anastas Mikoyan, on his visit to the FRG,
to come to Moscow. At the end of May he made a ten-day visit
there, "to re-establish contact with Soviet foreign trade organiza-
tions."53 He traveled throughout the USSR and was given a
lavish reception by Mikoyan, although he did not sign any
agreements. Chancellor Adenauer, in a speech to industrialists,
criticized Beitz for going to Moscow without prior discussion
with the chancellor and questioned his "national reliability."54

Alfred Krupp wrote a stiff letter to the chancellor for casting
aspersions on Beitz's loyalties, and relations between the Krupp
firm and the chancellor were not particularly cordial following
the incident.55

Shortly after Beitz's return, a group of prominent West Ger-
man industrialists from the Ruhr steel industry went to Moscow
on what was termed a private visit.56 Their departure happened
to coincide with the anniversary of the 1953 East Berlin uprising
and the day on which the news of the execution of Hungary's
former leader, Imre Nagy, was made public. To compound
these political developments, the Soviets chose to retaliate
against a German demonstration that had been held outside the
Soviet embassy in Bonn to protest against the death of Nagy.
The Russians' "spontaneous" demonstration resulted in stones
being hurled at the West German embassy in Moscow just as the
industrialists were negotiating in the Kremlin. Adenauer then
put out a public statement, saying, "I hope and wish that these
gentlemen will return immediately." However, the industrialists
did not interrupt their tour.57

Despite Adenauer's apparent disapproval of businessmen dis-
regarding political factors in their relations with the USSR, his
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policy in this area was far from consistent. Indeed, when it suited
him, he was quite willing to utilize these less political, and there-
fore less complex, contacts to his own political advantage. For
instance, in December 1960 he sent Berthold Beitz of Krupp,
whose activities in Moscow he had previously censured, to Po-
land to try to improve relations with the Warsaw government.
The idea of the CDU at this point was to establish a permanent
trade mission in Warsaw as a substitute for formal diplomatic
relations, which were impossible because of the Hallstein Doc-
trine. Because of Beitz's background and his cordial relations
with Polish leaders, he was considered to be the best man for the
job.58 Although his mission was ultimately unsuccessful - be-
cause the Poles refused to sign an agreement with the Germans
unless they were willing to make a compromise declaration, as de
Gaulle had done, on the recognition of the Oder-Neisse line -
Beitz at this point was clearly regarded by the Adenauer admin-
istration as a man of considerable value.59 Adenauer was quite
willing to utilize businessmen for his own political ends, and he
did not object in principle to their dealings with the USSR. How-
ever, the key factor here was control. He would not permit busi-
nessmen to pursue independent initiatives.

Despite these various efforts to link politics and economics,
after the April 1958 agreement the issue of trade with the USSR
was less often discussed in the German media and, despite the
Berlin crisis, there was less pressure to try to couple the two. By
the end of 1960, it seemed as if Adenauer, in the midst of his
more conciliatory policy toward Khrushchev, was content to
leave the conduct of trade to the businessmen without any gov-
ernment interference. Suddenly, however, trade once again be-
came a highly political issue, and Adenauer intervened to link
politics and economics. The reasons for this were largely domes-
tic.

The 1960 crisis over trade and Berlin

Despite the USSR's inability to implement strategies of economic
linkage, there was one area in which the Kremlin did exert some
leverage - the renewal of trade agreements. There has been
remarkable continuity in the Soviet policy on trade agreements
with the Federal Republic. Moscow has continuously sought to
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exclude West Berlin from these treaties, claiming that it is a
separate entity that should have its own trade treaty with the
USSR. Indeed, the Soviets sought to exclude West Berlin even
after the signing of the 1971 Four-Power agreement on Berlin.
Trade treaties are both economic and political agreements, and
it is difficult to establish the dividing line between these two
aspects. Indeed, trade treaties had only limited economic im-
pact. For instance, between 1963 and 1972, when there was no
trade treaty between the two countries, trade grew at a modest
rate and was influenced much more by the economic situation
inside the FRG and the USSR than by any legal agreement.
Trade treaties, rather than determining economic relations,
were more a reflection of the political situation. When political
relations deteriorated, this had an impact on the USSR's willing-
ness to conclude an economic agreement.60

One of the paradoxes of Soviet-West German economic rela-
tions between 1958 and 1961 had been the Soviets' tacit agree-
ment to include West Berlin in their trade with the FRG while
publicly denying its right to political links with the Federal Re-
public. In the original 1958 agreement there was no explicit
Soviet agreement to include West Berlin, but the Russians were
prepared to trade with the city because this did not affect the
stability of the GDR.61 In 1952, it had been agreed that West
Berlin could be included in all of the FRG's international
treaties. In 1952 the mayor of Berlin and Adenauer had ex-
changed letters stipulating that West Berlin would be included
in the currency sphere of the FRG's trade treaties with Western
nations. A 1957 Federal bank law had stated that West Berlin
was de jure part of the deutsche mark (D mark) currency area.
The Russians in 1958 had verbally agreed to trade with the D
mark area but had refused to sign a written agreement on this.62

Although it might have been possible to continue this way,
events in the GDR changed the German government's attitude
toward this aspect of the Berlin question.

In the fall of 1960, the East German authorities, in what in
retrospect was the beginning of measures that culminated in the
building of the Berlin Wall, instituted travel restrictions for West
Berliners entering East Berlin. The reply of the Bonn govern-
ment, after much debate, was to threaten to break off all trade
relations with the GDR within three months unless the restric-
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tions were withdrawn. Economics Minister Erhard explained
these moves by declaring that "interzonal trade for the Federal
Republic is the most uninteresting thing there is." He added that
the only reason the FRG traded with the GDR was to assist the
threatened population of West Berlin. However, he claimed that
the best answer to communist aggression for the West would be
a total trade embargo against the East.63 The Soviets denounced
this "provocative" step and stressed that it was not in the inter-
ests of German businessmen to break off trade relations with the
GDR. They reiterated that of course, as was well known, West
Berlin was not part of the FRG and could trade independently
with the GDR.64 The West German position, however, remained
that the GDR wanted to trade with the FRG and would ulti-
mately make some political concessions over the freedom of
movement of West Berliners in order to secure the economic
benefits of interzonal trade. The East Germans then demanded
a separate trade agreement with West Berlin, although in previ-
ous interzonal agreements West Berlin had been treated as part
of the FRG. The disagreement finally ended with a compromise
solution at the end of the year, in which the GDR included West
Berlin in the new agreement and lifted the travel restrictions,
thus restoring the status quo.65

While these problems were being worked out, the Soviets and
West Germans began talks about concluding another trade
agreement, because the 1958 agreement was about to expire.
The time was certainly not propitious, given the situation in
Berlin and the troubles with interzonal trade. In view of the
tense political situation, these trade negotiations were seen by
many West German officials as a test that would show how effec-
tive Adenauer's attempts at a rapprochement with Moscow had
been. A West German official explained the degree to which the
government was consciously pursuing a policy of keeping trade
and politics independent at the start of the talks:
Precisely because the political situation is not favorable, we feel we
should do our best to maintain good relations with the Soviet Union in
other fields, such as trade. If we were to extend the struggle over Berlin
by breaking off trade with the Soviet Union as well, we would be called
too aggressive by the very same people who are criticizing us today for
negotiating at all with the Russians.66

As the negotiations dragged on, it became clear that the issues
involved were not purely economic. Willy Brandt, mayor of Ber-
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lin, had hinted as early as the beginning of October that Berlin
must be included in any new agreement with the Soviets. A
Foreign Ministry spokesman virtually agreed that this was the
official government position. In reply to these statements, Sergei
Borisov, the deputy foreign trade minister who was leading the
Soviet delegation, said these were political issues that he was not
competent to negotiate and that West Berlin had nothing to do
with a Soviet-West German trade agreement.67 Despite the
somewhat contradictory statements made by German officials
about the inclusion of a West Berlin clause in the new agree-
ment, the economic details of the negotiations were satisfactorily
worked out. The Germans had agreed to some concessions on
credits. The new agreement was to have the same basic format as
the previous one, with higher import quotas for some goods,
particularly Soviet oil. On December 9, the head of the German
delegation, Hilgar von Scherpenberg, a state secretary in the
Foreign Ministry, announced that all technical details had been
worked out and that the signing would take place on December
12. In retrospect, this was a move by the Germans to force the
issue, because the Berlin question had clearly not been resolved.
On the morning preceding the signing, von Scherpenberg and
State Secretary Carstens consulted with Adenauer over the Ber-
lin question. At 8 o'clock that evening, the ceremonial room in
the Foreign Ministry was prepared for the signing; eighty mem-
bers of the press corps were there, the waiters with glasses of
champagne and the Soviet negotiator, Borisov, in an ebullient
mood. When von Scherpenberg arrived, he presented the Rus-
sians with a letter that he expected them to sign. Although it did
not mention West Berlin by name, the letter said that the trade
agreement would apply to the same area as previously, namely,
the entire D mark area. The Soviets, who apparently were taken
by surprise, proceeded to argue with the Germans for two more
hours and then left the Foreign Ministry with the trade agree-
ment unsigned.68

The Soviets expressed outrage at this last-minute attempt to
force their hand on the Berlin issue: "This was a gross attempt to
subordinate the development of trade relations between the
Soviet Union and the FRG to Bonn's political goals, an attempt
that is utterly alien to normal trade relations practice and is
directed against an amelioration of the political atmosphere in
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Europe." Claiming that the USSR "has believed and still believes
that trade is an excellent instrument for establishing good rela-
tions among states," Izvestiia went on to explain that the USSR
could not include West Berlin in its trade agreements because
"as is well known, West Berlin is not FRG territory."69 Neues
Deutschland, condemning the West German move, tied it to the
problems over the new interzonal trade agreement.70 The
Soviets were taken by surprise, and their comments on the inci-
dent reflected their basic attitude toward trade and politics -
namely, that although trade could improve political relations
between nations, it was wrong to link specifically economic con-
tacts to political purposes.

The question that arises from this incident is why the Federal
government chose to make an issue out of Berlin at this point.
There is considerable evidence that the alignment on this issue
was the reverse of previous German divisions of opinion on
trade with the USSR. Adenauer himself was quite content to
have the trade agreement concluded without an explicit clause
including West Berlin. The Soviets were aware of pressures on
Adenauer to become tough on the Berlin issue. They assumed,
with their limited comprehension of parliamentary politics, that
Adenauer would be able to override all opposition to his stand.
Adenauer's response to the breaking off of the negotiations im-
plied his disagreement with the tactics chosen. He said he had
not interfered with the final stages of the negotiations, although
he had been kept informed about the negotiations. The tone of
the announcement was somewhat distant.71 The real question,
therefore, is why Adenauer responded to the pressures on him
to adopt an uncompromising stand on the Berlin issue.

The Berlin crisis had enhanced the significance and the influ-
ence of West Berlin during the three years in which it was under
threat from the USSR. Whereas in quieter periods West Berlin
faded from public attention, during this crisis it acquired more
leverage over West German policies because it was both the sym-
bol and the immediate cause of the FRG's commitment to stand
up to the USSR. Willy Brandt, Adenauer's opponent in the
forthcoming parliamentary elections, had taken a very deter-
mined stand on the issue of including West Berlin in any trade
treaty. He publicly insisted that all trade be broken off with the
USSR unless Berlin were formally included in the agreement.72



88 From Embargo to Ostpolitik

It was not enough, Brandt stressed, to renew old informal ar-
rangements whereby the USSR did in fact include Berlin.
Senator Klein, who represented West Berlin in Bonn, had com-
plained in 1958 about the lack of a Berlin clause in the agree-
ment, but this time he received an assurance from Foreign
Minister Brentano that no agreement would be signed without
an explicit Berlin clause.73 Adenauer was not only under domes-
tic pressure from political interests in West Berlin but realized
the international significance of the issue. Bonn was pressuring
the other Western powers to take an uncompromising stand
toward the USSR on Berlin and to be ready, if necessary, to fight
for West Berlin. The FRG, therefore, had to demonstrate its
willingness to sacrifice a trade agreement for the sake of Berlin.

Because the treaty had to be ratified in the Bundestag,
Adenauer also had to take into account the views of the opposi-
tion parties. Thus, the German legislature played a role in set-
ting the political agenda. The SPD took an extremely hard line
on the Berlin issue and reversed its normal policy of being more
lenient on issues of East-West trade than the CDU. Berlin was a
Social Democratic city and was also an important component of
the SPD's plan for a reunified Germany. The SPD accused the
Bonn government of "abandoning the interests of the West Ber-
liners" and said it would not ratify the agreement if Berlin were
not included because this would represent a victory for the
Soviet free city proposal.74 After the breakdown of the talks, the
SPD praised the government's stand. The USSR, said the SPD
announcement, would not necessarily honor a verbal or vague
written agreement about the D mark area if it did not suit its
political purpose. Only if all parties in Germany took a united
and firm stand could Berlin be protected.75

The SPD was only one group that had to ratify the agreement.
The Bundestag Foreign Affairs Committee made it clear to
Adenauer that it could not ratify a treaty without a specific Ber-
lin clause.76 The FDP concurred with this, although it criticized
the "exhibitionist" way in which the government had gone about
"attempting to embarrass the Soviets into signing."77 There was
also some conflict between the Economics Ministry and the For-
eign Ministry on the Berlin issue that may have had some influ-
ence on Adenauer's decision. Although the Economics Ministry
had laid the groundwork for the economic side of the negotia-
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tions, the Foreign Ministry negotiated the details of the agree-
ment, and it was the Foreign Ministry that interjected the Berlin
demand. The Economics Ministry thus felt that it had been
excluded from what were, in its opinion, primarily economic
negotiations because of political factors.78

All three political parties, therefore, were agreed on the prin-
ciple that West Berlin should be included specifically in the new
trade agreement, but there were differences of opinion on how
this should be done. The way in which the point was made -
announcing the ceremony and ensuring full publicity for what
would inevitably be a last-minute failure, given the fact that the
Russians had made their views on this subject explicit - indicates
that there was some disagreement and bargaining beforehand.
Until the last moment, Adenauer resisted pressuring the Soviets
into including West Berlin in the trade agreement. When it be-
came clear that Soviet recalcitrance on this issue was unswerving,
Adenauer was persuaded by his political opponents and by the
negotiators in the Foreign Ministry to take a firmer stand.
Domestic pressures were the main reason for the Adenauer
change of line.

After the initial breakdown of the talks, it emerged that, de-
spite von Brentano's statement that no trade agreement would
be signed unless it contained a Berlin clause, the German gov-
ernment was willing to work out a compromise agreement with
the Russians once it had taken a firm public stand.79 The crucial
issue was to stress the importance of West Berlin. A prominent
West Berlin industrialist conducted private negotiations with the
Soviets and devised a formula that was acceptable to the Kremlin
- a Geltungsbereich, or range over which an agreement is valid,
that would enable the Soviets to accept the inclusion of West
Berlin without mentioning it by name.

The first public announcement that a compromise had been
reached came after Soviet Ambassador Smirnov (and not the
economic negotiator, Borisov) visited Chancellor Adenauer on
December 28, three days before the 1958 trade agreement was
to have expired. The foreign secretary, von Brentano, was on
vacation, and thus the chancellor, who would not normally have
been involved in such negotiations, met with Smirnov. This was
an indication of the urgency that he felt the situation demanded.
The meeting was called at the request of the Soviets, who, de-
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spite their earlier intransigence on the Berlin issue, were obvi-
ously concerned about concluding a new trade agreement. This
meeting followed a conciliatory speech to the Supreme Soviet by
Andrei Gromyko, who stressed the Soviet desire to improve its
relations with the West, which some commentators thought was
aimed at impressing the newly elected President Kennedy. Dur-
ing their meeting, the chancellor and the ambassador worked
out the final details of the compromise formula and announced
that the agreement would be signed on December 31.80 The
signing ceremony took place with no publicity. The Russians
accepted a letter in which the Germans claimed that the new
agreement would have the same Anwendungsbereich - area of
applicability (not of validity, as was earlier agreed upon) - as the
previous agreement.81

The German government's action was greeted with general
approval by all parties. The CDU claimed that the successful
conclusion of the trade agreement and the agreement over the
interzonal treaty with the GDR showed that it was possible to
work out the most important questions in German-Soviet rela-
tions. The SPD said that the agreement showed that the USSR
had no more doubts that "the Federal Republic takes its duties as
a representative in international law of West Berlin very se-
riously." The FDP agreed at the conclusion of the treaty that
even difficult political situations could lead to a good result
through the pursuit of an active policy. Willy Brandt, reiterating
that the FRG had an international legal obligation to represent
West Berlin, said that the compromise agreement showed that
the international representation of Berlin was "a problem of
vital significance." Indeed, the solution to the trade agreement
ensured that the FRG and the GDR would be able to work out
their differences over the interzonal agreement.82 The official
announcement explained the government position:
It was not the intention of the Federal Government in these economic
negotiations to create or solve a political problem that falls within the
jurisdiction of the four powers. But the area of application of the
agreement had to be clarified and anything which prejudiced the legal
situation of Berlin in any way, even if only through silence, had to be
avoided.83

The trade agreement, which was to run from 1961 to 1963,
stipulated only a modest increase in West German-Soviet trade.
During the 1958-61 agreement, trade between the two countries
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had totaled 1,600 million deutsche marks each way. This was to
be increased by 20 percent in the new agreement to a total of
1,820 million deutsche marks each way. The main German ex-
ports to the USSR were to be machinery and equipment, some
metals, consumer goods, and finished and semifinished manu-
factures. The main Soviet exports were to be grain, oil, coal, and
other raw materials.84

The 1960 compromise on the trade agreement was repre-
sented in the German press as a success for the FRG, but it is
doubtful that this was an accurate description of the outcome.
The Federal Republic had resorted to this negative linkage for
specific political purposes. It achieved a minor political goal,
namely, that the USSR was willing to include West Berlin in the
trade agreement. However, it is doubtful whether this was ever
in dispute. The only issue that the Russians contested was the
matter of explicitly agreeing to include West Berlin, and this
they did not do in the final draft, thus refusing to make the
linkage.

The first question about Soviet behavior during the episode
concerns the initial Soviet unwillingness to accept the letter pre-
sented at the original signing. Given the Kremlin's attempts to
sever all ties between the FRG and West Berlin, it could not
formally accept a letter containing the D mark area clause. On
the other hand, there is no indication that the Russians would
not have continued to trade with West Berlin. Their main objec-
tion was to making a public issue out of so sensitive a question,
which touched on the legitimacy of the GDR. However, it is also
evident that the Soviets were not willing to forego the trade
agreement altogether, as their efforts to find a compromise
show. Khrushchev said that the main cause of Soviet willingness
to conclude the treaty was to maintain the possibility of better
relations with the FRG. The economic aspects of the treaty were,
of course, important, but the political significance was even
more important. The USSR did not want to forego the supply of
West German machinery and equipment. Because the successful
conclusion of a West German-Soviet trade agreement was tied to
the renewal of the interzonal economic agreement, the USSR
may have been under pressure from East Germany and Eastern
Europe to ensure the renewal of both of these agreements.

Although we can point to both political and economic motiva-
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tion for the Soviet willingness to compromise, we can also ques-
tion to what degree the Russians made a compromise at all. The
final letter that they accepted was extremely vague, and as their
subsequent actions showed, the acceptance of the letter made
not one iota of difference to their Berlin policy. In May, the
Russians refused to renew a cultural agreement with the FRG
because the Germans asked for assurances on West Berlin's in-
clusion, a policy that they continued until 1980. In criticizing the
German policy, Pravda reiterated that "West Berlin, as is known,
is not part of the FRG and, consequently, no agreement can
extend to it."85 In May the Russians also proposed setting up a
trade mission in West Berlin as a step toward normalizing rela-
tions with it. The Germans, claiming that this was a violation of
the 1961 agreement, refused to allow it, although they did per-
mit an Intourist bureau to be established.86

In this episode, the USSR changed the political agenda on
West Berlin, and the FRG politicized economic relations by de-
manding a return to the status quo of the 1958 treaty. Within
West Germany, the Bundestag politicized the trade issue and
Adenauer was forced to respond. During the December 1960
trade negotiations, the German government utilized specific
negative economic linkage by refusing to sign a trade treaty
without a Berlin clause. The Soviets responded to the German
linkage strategy by informally making a specific positive political
concession.

They did not, however, publicly compromise, and they would
probably have included West Berlin de facto in the treaty. The
1960 negotiations represent a modified form of negative eco-
nomic linkage in which the immediate bilateral economic stakes
involved were modest, but the larger symbolic political issue of
Berlin was significant. It is doubtful that this represented a suc-
cess for German linkage strategy because the Soviet concession
was minimal.
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The pipe embargo: 1962-1963

From the standpoint of the U.S., the [CoCom embargo] system has been
intricately interwoven into our overall strategic thinking about the cold
war and in our overall cold war posture. Trade denial is looked upon as
an effective weapon of cold war regardless of how large or how small
the quantities of goods involved may be, on the simple assumption that
since the U.S. is richer than the USSR any trade between the two must
necessarily help the USSR more than the U.S. and hence must improve
the relative power position of the USSR. Trade denial has also come to
be an important symbol of our cold war resolve and purpose and of our
moral disapproval of the USSR. Walt Whitman Rostow, 19631

Of course, anything one pleases can be regarded as strategic material,
even a button, because it can be sewn onto a soldier's pants. A soldier
will not wear pants without buttons, since otherwise he would have to
hold them up with his hands. And then what can he do with his
weapon? If one reasons thus, then buttons also are a particularly
strategic material. But if buttons really had such great importance and
we could find no substitute for them, then I am sure that our soldiers
would even learn to keep their pants up with their teeth, so that their
hands would be free to hold weapons.

Nikita S. Khrushchev, 19632

The most controversial example of negative linkage in West
German-Soviet relations prior to 1980 was an American order
forbidding the Germans to honor a sales contract to sell large-
diameter pipe to the USSR. The NATO pipe embargo, more
than any other single incident, highlighted the U.S.'s primary
role both in the establishment of the East-West trade agenda
and in the politicization of specific economic issues. The Federal
Republic had proven its loyalty to the Western alliance, and the
assumption was that Adenauer could not act independently in
his dealings with the USSR. Even if bilateral German-Soviet
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relations deteriorated significantly as a result of U.S. actions, the
German government was in no position to challenge the U.S.
prerogatives in these issues because of Bonn's strategic depen-
dence on the United States. Until 1969, the FRG's autonomy in
foreign policy was restricted, and it had to heed Washington.

The United States, through the formation of CoCom, had
determined the general parameters of East-West trade and in-
directly influenced Soviet-German trade, yet it did not often
intervene directly in any specific German-Soviet bilateral eco-
nomic relations after 1953. The pipe embargo of 1962-3 in-
volved a politicization of economic relations different from pre-
vious policies. This linkage was much more concerned with
U.S.-Soviet and U.S.-European relations than with the strictly
bilateral German-Soviet dimension, although there were con-
siderable repercussions from the pipe embargo on German -
Soviet relations. The pipe embargo represented an American
attempt to coordinate and alter the East-West trade policies of
its European allies.

The U.S.-inspired strategic embargo was based on the premise
that all economic transactions between East and West were a
function of political relations. In reply to a question by President
Kennedy on whether the strategic embargo policy should be
reconsidered, the head of the Policy Planning Staff, Walt Ros-
tow, wrote in a memorandum:
The major issues of our trade control policy are political - not strategic,
economic or commercial. From the standpoint of the USSR, the politi-
cal significance of the U.S. restrictive policies has been out of all propor-
tion to their impact on the Soviet economy or strategic position. The
principal reason for this is that they serve as a symbol of U.S. unwilling-
ness to grant the USSR full respectability as an equal in the postwar
world order, a symbol that the U.S. dares to discriminate against the
USSR under contemporary conditions.3

The U.S. view was that any technology export to the USSR was
dangerous because it might help the Soviet Union increase its
economic and military power. As far as strategic goods were
concerned, politics and economics could not be separated.4

Although Germany had been particularly hard hit by the
CoCom embargo lists in the early days, by the mid-1950s there
did not appear to be much discrimination against the FRG in
what it was entitled to export to the USSR. The CoCom embargo
lists had been radically revised and shortened in 1954 and 1958.5
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East-West trade continued to grow, and despite Soviet criticism
of the strategic embargo, CoCom rules did not adversely affect
West German-Soviet trade. In order to understand the U.S.
decision to reimpose an embargo on the export of large-
diameter steel pipes to the USSR, we must therefore briefly
examine political and economic developments in late 1962.

The political preconditions of the embargo

The U.S. decision to impose an embargo on the export of
large-diameter pipe to the Soviet Union was taken a month after
the Cuban missile crisis. Although it is generally agreed that the
ultimate outcome of that showdown was to facilitate detente, in
the immediate aftermath relations between the United States
and USSR were strained. As far as U.S. relations with its West-
ern European allies was concerned, there was much friction over
de Gaulle's concept of Europe and continued American resis-
tance to his demands for more autonomy. The Franco-German
treaty of January 22, 1963, was important in the evolution of the
pipe embargo.6 The United States interpreted Adenauer's sign-
ing of the treaty as an anti-American act because it emphasized
the desire of Germany and of France for greater independence
from the United States. The treaty followed de Gaulle's rejection
of Britain's application to join the EEC one week earlier. Ameri-
can leaders considered these moves a concerted attempt on the
part of the two West European powers to assert their au-
tonomy.7 Nevertheless, in a secret memorandum shortly after
the treaty, Secretary of State Dean Rusk wrote:
The most fundamental [of our objectives] has always been to deny
Europe to Communist control - European unity .. . [is] the most effec-
tive framework within which to contain and provide a creative outlet for
West Germany which might be tempted to seek reunification with East
Germany through bilateral arrangements with Moscow. . . . We should
not make an attempt to prevent ratification of the Franco-German
treaty. We should, on the other hand, make absolutely clear to
Adenauer.. . that the stability of U.S.-German relations requires un-
ambiguous German commitment, in words and deeds to: 1. NATO; 2.
the multilateral force . . . and 3. British accession to the Common Mar-
ket.8

Events in 1963 showed that the Germans still took the Ameri-
can rather than the French side in all matters of great interna-
tional importance - the multilateral force (MLF), the test ban
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treaty, and preparations for the Kennedy round of trade negoti-
ations. Nevertheless, in the first months of 1963 there was consid-
erable German-U.S. tension, and the Adenauer regime felt con-
strained to placate the U.S. government.

The United States was not the only superpower that disliked
the Franco-German treaty. The USSR protested strongly
against "the facade of bombastic words about a 'historic reconcil-
iation' [which] merely conceals a detailed program for merging
the armed forces of the Federal Republic and France." Another
reason why the USSR objected to the treaty was the inclusion of
West Berlin in all its provisions.9 Replying to the Soviet note, the
German government assured the Russians that "this treaty is
directed against no nation and no state" but stated that "Berlin is
a part of Germany."10 Thus, the FRG had alienated both the
United States and the USSR with its treaty with de Gaulle.

In the aftermath of the building of the Berlin Wall, Bonn and
Moscow had resumed their dialogue, but with limited results.
There was a furor in early 1962 when Erich Mende, leader of
the Free Democrats, advocated separate German-Soviet talks
concurrent with those being conducted by the United States and
the USSR. The Christian Democrats clashed with their Free
Democrat Coalition partners over pursuing a more flexible pol-
icy toward Moscow.11 Adenauer's insistence on continuing his
"policy of strength" was demonstrated most clearly in the Kroll
affair in March 1962. The controversial ambassador's attempts
to improve Soviet-German relations single handedly were re-
counted in the previous chapter. The final straw came when
Kroll, who had previously proposed a meeting between
Khrushchev and Adenauer, reportedly advocated major conces-
sions to the Kremlin. The Springer-owned Bild-Zeitung and Die
Welt said that Kroll had outlined a plan that included Bonn's
renunciation of the former German territories in the East; the
recognition of the existence of two German states and the politi-
cal separation of West Berlin from West Germany; and a loan of
$2.5 billion to the USSR. Kroll denied that he ever said this, but
he was called home and transferred elsewhere.12 The Russians
supported KrolPs efforts to promote talks between Germany
and the USSR.13 Kroll may well have been dismissed because of
his breaches of diplomatic protocol and his overly independent
line, and not only because of the specific content of his policies.
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However, what is important for us is that any hint that Germany
should recognize Eastern Europe diplomatically created an up-
roar in the FRG. In 1962, any talk of such compromise was
totally unacceptable and traitorous. By 1969, the situation had
completely changed.

Although relations with the USSR remained strained,
Adenauer's new foreign minister, Gerhard Schroeder, had
begun to pursue a more flexible and imaginative policy toward
the other states of Eastern Europe. He had launched a more
active Ostpolitik and, when he took over from Brentano in Oc-
tober 1961, advocated improved relations with Eastern Europe.
He envisioned establishing trade missions as the first step and as
a substitute for diplomatic recognition.14 Schroeder's "policy of
movement" was a product of ideas developed by the "flexible
Atlanticist" politicians who favored greater West German con-
tacts with Eastern Europe.15 It was a precursor of the bridge-
building policy of the Johnson era. Eschewing any change in the
Hallstein Doctrine because it would enhance the international
status of the GDR, Schroeder's strategy was to institutionalize
official contacts while avoiding diplomatic relations and continu-
ing to isolate the GDR. He sought to achieve this by establishing
West German trade missions without consular rights in East
European capitals, thereby breaking the East German monopoly
on representation in Eastern Europe. West German policy was
successful in establishing trade missions in Poland (March 1963),
Rumania (October 1963), Hungary (November 1963), and Bul-
garia (March 1964). However, these trade missions did little to
improve political contacts in the mid-1960s. Adenauer gave
these moves his qualified approval.16 Thus, it was the official
policy of the German government to promote expanded trade
relations with Eastern Europe after 1961, and to remove as
many economic barriers as possible to facilitate better political
contacts without officially recognizing the European status quo.
Moscow was wary of this policy, despite the implicit acceptance
of East European relations with East Berlin, because it increased
West German influence in Eastern Europe.

West Germany's trade with the USSR increased after the sign-
ing of the 1960 trade treaty. Trade rose from $196.5 million in
1959 to $345.4 million in 1960, to $401.5 million in 1961, to
$422.3 million in 1962.17 The Russians continued to press the
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Germans to increase the quantity and variety of their economic
exchanges, pointing out in various memoranda that the USSR
was an "ocean-sized market" for the products of the "gifted"
German people.18 Trade developed so satisfactorily that negoti-
ations on a new goods protocol that had been planned for the
end of 1961 were ruled out as unnecessary.19

The embargo: antecedents and imposition

The U.S. decision to reimpose a ban on the export of large-
diameter steel pipes to the USSR was a response both to political
developments and to the state of the Western oil industry prior
to the NATO decision. By mid-1962, there was a growing feel-
ing within the United States that increasing Soviet oil exports
represented an economic and political threat to the Western
world. In 1958, 60 percent of Soviet energy needs were met by
coal, 26 percent by oil, and 5.4 percent by natural gas. The
corresponding figures for the United States were 28.8 percent,
36.6 percent, and 30.7 percent.20 The Seven-Year Plan of
1959-65 had foreseen a considerable increase in the production
of Soviet oil so that by 1965, oil was to constitute 32.7 percent of
the total Soviet energy needs. In 1955, the USSR had exported
to the West some 116,000 barrels of oil daily; in 1960 its exports
rose to 486,000 barrels a day, and by 1965 to 1,020,000 barrels.21

By 1961, Soviet crude oil exports formed about 4 percent of
total world sales; 70 percent went to the West, with 40 percent of
these exports going to Italy, Japan, and West Germany.22 The
Western oil companies claimed that the USSR was dumping oil,
selling it to Germany at a price of $1.71 a barrel, whereas the
going world market price was $2.56.23 It was generally recog-
nized that the Russians were selling crude oil in Western Europe
at a price below that charged to East European countries because
of their need to accumulate hard currency. However, because
prices for Soviet oil varied depending on where the oil was ex-
tracted in the USSR, some observers argued that this was not
dumping but merely a reflection of differing cost factors.24

Despite the fact that total Soviet crude exports formed only 4
percent of world sales, there was an outcry over the increasing
Soviet production and sale of oil disproportionate to the eco-
nomic importance of the issue. In July 1962, Senator Kenneth
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Keating's subcommittee to investigate the administration of the
Internal Security Act held a series of hearings on Soviet oil in
East-West trade. The conclusion was ominous:
Ever since the Soviets came to power in 1917, they have looked for
methods to undermine the free world. Economic warfare is especially
well adapted to their aims of worldwide conquest. Khrushchev has
threatened to bury us on more than one occasion.

It is now becoming increasingly evident that he would also like to
drown us in a sea of oil if we let him get away with it. The Soviets are
dumping oil at bargain prices throughout the world. This is not dump-
ing for economic reasons but for political and military reasons. They
are using oil to buy valuable machinery and know-how from the West.
They have even succeeded in exchanging oil for the pipelines, valves
and tankers which they must procure from free world sources in order
to produce and distribute oil at a rapidly accelerating rate.

If these tactics continue to succeed, there is danger that Western
countries will become increasingly dependent on Soviet oil supplies for
vital defense as well as industrial activities. The danger such a situation
would pose to the security of the free world cannot be overstated.25

The hearings specifically cited the transportation problem
that the Russians were overcoming by building pipelines with
the help of imported Western pipe. The view of Soviet trade was
the classical perception of economic warfare. The Russians, ac-
cording to the testimony, did not trade for primarily economic
reasons. All their exports were directed toward some overriding
military-political aim. Despite its predictions of imminent
dangerous Western dependence on Soviet oil, the testimony also
said that importing Soviet oil made "no economic sense" because
there was a surplus of oil in the West anyway. There was also the
assumption that the main purpose of the Soviet "economic of-
fensive" was to export, thereby creating dependencies, and that
the need to import was secondary.26 The report expressed the
fear of the Soviet oil offensive leading to greater Russian penetra-
tion of the Third World.

The sentiments expressed in the Keating hearings were reit-
erated in a somewhat more sober form in an EEC report of
1962. "The Community" said the report, "cannot afford to ignore
the danger which a suspension of these [Soviet oil] imports
would represent for its supplies."27 The urgency of the
rhetoric, as expressed in the Keating hearings, seems discordant
with the reality of the situation, given that Western Europe was
not by any conventional definition dependent on Soviet oil. This
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leads to one of two possible explanations for the outcry over
Soviet oil exports. Political factors, given the prevailing cold war
climate, may have distorted perceptions of the economic signifi-
cance of Soviet oil exports. Policy makers tended to see in every
barrel of oil exported from the USSR a potentially sinister force
for undermining the security of the West. The other explana-
tion suggests that the Western oil companies, fearing price com-
petition from the Russians, put pressure on the U.S. govern-
ment to impose measures to curb Soviet oil exports to the West.
The United States was aware of this latter charge, but the gov-
ernment denied it vigorously.28

The West German interest in Soviet oil had two main compo-
nents. On the import side, Soviet oil and natural gas were in-
creasingly being used in the FRG. However, the export side was
more significant. The export of large-diameter (40-inch) steel
pipes to the USSR for the construction of pipelines was impor-
tant for the Ruhr steel industry, which after its expansion in the
1950s suffered from underutilized capacity. Soviet crude oil
exports to the FRG had risen from 261.4 thousand tonnes in
1959 to 1,240.9 in 1960, to 1,572.3 in 1961, to 1,914.5 in 1962, to
2,214.6 in 1963.29 In addition, discoveries of Soviet natural gas
began to attract the West German gas industry, although its
main suppliers were France via the French Sahara. In 1962, the
Russians proposed building an oil refinery in West Germany to
process Soviet oil exports to the FRG. This aroused fears in the
United States and Germany that the building of the refinery by
two Russian-controlled firms in Austria and France would fur-
ther disrupt the Western oil market, particularly that of the
Common Market, by enabling the Soviets to sell oil below exist-
ing price levels.30 Despite the growth of Soviet oil exports, the
quotas established in the 1960 trade agreement did not allow for
any spectacular increase in Soviet oil exports to the FRG, and
Germany continued to purchase most of its energy supplies
from the Middle East and the West.

West Germany's interest in the Soviet oil and natural gas in-
dustry was focused much more on the export of steel pipe than
on the import of oil. Transportation posed the most serious
problem for the development of the Soviet oil industry. At no
time in the postwar period was the USSR able to fulfill its annual
plan for the construction of petroleum pipeline.31
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The 1959-65 Soviet Seven-Year Plan required 2,100,000
tonnes of 40-inch pipe, of which 1,700,000 were for gas lines.
Americans estimated that the Soviet output of 40-inch pipes
through 1965 would be only 850 thousand tonnes. All in all, the
Soviet deficit in this 40-inch pipe was estimated at about 703 thou-
sand tonnes through 1965. This would delay the Soviet pipeline
program from eight months to two years if additional imports of
pipes, over and above existing contracts, were not available.32

The construction of 40-inch diameter pipes required a
specialized technology, at which the Germans excelled. In the
early sixties, the Soviets were engaged in building the so-called
Friendship Pipeline connecting the Baku oil fields to Poland,
Czechoslovakia, and East Germany, which was scheduled to be
completed in 1963. However, in reports to the Supreme Soviet
in 1962, Soviet officials conceded that steel pipes had become a
bottleneck commodity.33 The import of steel pipes was therefore
a vital component in the development of the Soviet energy in-
dustry.

West Germany had begun to sell large-diameter pipes in
greater quantities to the USSR after Washington prevented U.S.
steel firms from exporting pipes to the USSR in 1959. Anastas
Mikoyan had negotiated a deal in the United States, but the
Department of Commerce refused the necessary export licenses.
As a result, the Soviets, who had first purchased German pipes
in 1956, placed an order with three Ruhr concerns. German
exports of large-diameter steel pipes to the USSR rose from 3.2
thousand tonnes in 1958, to 150.5 in 1959, to 179.5 in 1960, to
207.5 in 1961, to 255.4 in 1962.34 In 1962, the West German
steel industry was experiencing some difficulties because of the
falling export price of steel. It was hoped that the exports of
steel pipe to the USSR, which would be used to construct the
26,000 kilometers of pipe foreseen in the Soviet Seven-Year
Plan, would alleviate some of the difficulties of the German steel
industry. On October 5, 1962, three giant Ruhr concerns, Man-
nesmann, Hoesch, and Phoenix-Rheinrohr, signed a contract to
supply the USSR with 163,000 tonnes of 40-inch steel pipe valued
at $28 million. Because of the USSR's difficulties in paying for
the pipe, the deal stipulated that the Russians would export the
pig iron to Germany, where it would then be converted into
steel, a classic compensation agreement.35 It seemed, in the fall
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of 1962, that the Soviet-West German trade in steel pipes was
one of the more promising areas of economic contact between
the two countries.

In July 1961, the United States had attempted to secure a
NATO agreement on embargoing large-diameter pipe. Un-
known to the German steel firms, the NATO Council in Paris
had secretly adopted a resolution forbidding the export of
large-diameter steel pipe to the Soviet bloc by member states on
November 21, 1962. According to World Petroleum, "the first
demand to use NATO and U.S. diplomatic channels to restrict
trade in oil between the West and the USSR had been made in
November 1960 . . . by President Brockett of Gulf Oil and then
President of Standard Oil Co. (N.J.), Mr. Rathbone."36 The text
of the 1962 resolution was never released. It stated: "Member
countries, on their own responsibility, should to the extent pos-
sible: (1) stop deliveries of large-diameter pipe (over 19 inches)
to the Soviet bloc under existing contracts; and (2) prevent new
contracts for such deliveries. The Committee will keep the situa-
tion under observation and review as appropriate."37 There was
much discussion as to whether the NATO resolution was a rec-
ommendation or an order, but it seems that it was a recom-
mendation. The real question is why the United States chose the
NATO forum to make a ruling on strategic exports rather than
using the more appropriate CoCom machinery. The answer was
that the CoCom method required unanimous agreement by fif-
teen countries (the members of NATO plus Japan, minus Ice-
land).

When the United States had tried to introduce the matter in
CoCom, the British indicated that they would vote against it.38

The Americans, claiming that the pipe would be used to supply
Red Army divisions with fuel in the GDR, used the NATO
forum to pass their resolution because it did not require unani-
mous consent. The United Kingdom, however, "which did not
concur in SHAPE estimates of the military importance of the
CMEA (Council for Mutual Economic Assistance) pipeline to the
Soviets . . . only reluctantly permitted the NATO resolution to
be adopted."39 Although both American and German officials
claimed that the decision was unanimous, the British were reso-
lutely opposed to the embargo because they had never sup-
ported the concept of economic warfare against the USSR to
achieve political concessions.40
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The Americans had used NATO to impose an embargo on
pipe exports because building pipelines to supply the Red Army
was not an enterprise in which Western countries should be
involved. The State Department claimed that the Friendship
Pipeline would improve the USSR's military position, facilitate
supplying Red Army troups in Europe, and intensify the Soviet
oil offensive against nonbloc countries.41 The resolution de-
manded no political concessions from the Russians; it merely
forbade exporting pipes. However, the Red Army had survived
tolerably well without the Friendship Pipeline to supply it with
fuel, and it was hard to argue that the refusal to sell pipes would
in any way impair the performance of the Soviet military. In-
deed, the State Department, in one memorandum, admitted
that
the effect of the NATO resolution, provided it continues to be im-
plemented, will probably be to delay construction by about a year of the
Soviet Union's large-diameter gas and oil truck lines. However, it is
possible that the much-publicized CMEA oil line, the principal objective
of the NATO restriction, could be completed on schedule at the end of
1963, or sometime in 1964.42

Although preventing the construction of the Friendship
Pipeline may have been the immediate objective of the U.S.
NATO action, imposing the embargo had wider implications.
The United States realized that most West European countries
did not share its views on restricting trade with the USSR, and it
imposed this ban partly as a matter of principle, to assert its
predominance in the Western alliance in matters of East-West
trade.

Some observers and scholars have argued that the real reason
for the American apprehension about the new Soviet oil pipeline
was economic and not political. It was fear of future Soviet com-
petition with Western oil. Once the Friendship Pipeline was
built, the Russians would be able to supply cheap oil to the West
German border and beyond.43 This was a realistic economic
concern on the part of the U.S. oil companies, yet it was never
publicly admitted. Instead, the move was rationalized solely in
terms of the political-strategic danger of supplying the USSR
with large-diameter pipes. State Department telegrams indicate
that the U.S. government was aware that critics of the embargo -
particularly in the FRG - considered that "the embargo is a
result of pressure from U.S. oil companies to avoid increased
competition." The State Department, however, insisted that the
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"strategic importance [of] these pipelines was [the] sole basis [of
the] NATO decision."44

The pipe embargo's main effect was to delay the construction
of the Friendship Pipeline by one year. However, it had a det-
rimental impact on U.S. relations with its allies, which suggests
that the embargo was ultimately counterproductive for Ameri-
can foreign policy. Although there was undoubtedly some pres-
sure on the government from the oil companies, the evidence
suggests that economic motivation was not the main reason for
the imposition of the embargo. The State Department felt that
the development of the Soviet oil exporting industry repre-
sented a strategic-political threat, and it was also concerned
about the cohesion of the NATO alliance on matters of East-
West trade. The motivation for the imposition of the embargo
was both economic and political, but political factors were pre-
dominant.

The imposition of the embargo in Bonn

Because the United States largely determined the framework of
West German foreign policy, Bonn had little choice but to com-
ply with the imposition of the embargo. German businessmen,
however, objected to the retroactive nature of the embargo, and
this was a source of friction between the government and indus-
try. The United States may well have pressed for the embargo in
late November because it was aware that the contracts had al-
ready been signed.

The NATO resolution had been foreshadowed by Senator
Keating, who, at a meeting of the "Atlantic Bridge" in Berlin in
mid-November, had strongly condemned the export of strategic
materials to the USSR.45 Because the USSR was importing two-
thirds of its large-diameter steel pipe from the FRG, Germany
was particularly affected by the NATO embargo. Economics
Minister Erhard complied with the NATO recommendation by
issuing an administrative order on December 19 requiring spe-
cial permits for the export of all steel pipe to the East. The order
was passed under a 1961 clause of the Foreign Trade Law stat-
ing that trade can be limited to guarantee the security of the
FRG, but giving the Bundestag the right to cancel government
embargo decisions within three months.46 The order was passed
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over the opposition of both the SPD and the CDU coalition
partner, the FDP. In order to emphasize the importance of the
NATO decision, U.S. Secretary of State Dean Rusk met with the
West German ambassador in Washington and insisted on literal
compliance with the order. Indeed, the State Department was
very concerned that the FRG might not apply the embargo fully.
At the beginning of December, Bonn made it clear that, al-
though it would prevent the future export of pipes, it might not
cancel existing contracts. The State Department put considera-
ble pressure on the German government to cancel existing con-
tracts, citing the FRG's moral and political obligations to comply
with U.S. wishes.47 The State Department, however, realized
that it had to give the Federal government a better legal basis for
carrying out the embargo.48 There was also some concern that,
although the German ambassador in Moscow, Horst Groepper,
was fully in favor of the embargo, "ex-Ambassador Kroll, who is
[a] known protagonist of Soviet FRG trade . .. also remained in
Act [i.e., trying to influence the German government]."49

The Soviet government, needless to say, had a strong objec-
tion to the German government's attempt to cancel the pipe
orders. The Soviet commercial mission in Bonn, responding to
the December 19 licensing controls, claimed that they were a
violation of the 1960 trade agreement.50 The Germans claimed
that no violation of the trade agreement existed, because the
agreement did not include the pipe deal. In an interview with
the business newspaper lndustrienkurier, the head of the Soviet
trade mission in Bonn, Pyotr Gritchin, denied that the cancella-
tion of the deal would impair Soviet pipeline-building capacity,
but his strong condemnation of German actions belied this sup-
posed confidence in the USSR's pipe-building capacity.51

The crux of the question for the West German government
was whether the contract that had been signed prior to the
NATO resolution, in October, could be fulfilled. The three
firms concerned claimed that the dimensions and specification
of the pipes that they were to deliver showed clearly that they
would not be used for building the Friendship Pipeline, but
would be used to build a natural gas pipeline from Bukhara to
Sverdlovsk. According to the managing director of Hoesch, Willy
Ochel, the firms were warned that there might be an embargo
on November 22, but they were not told about it formally until
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December 19, when they applied for export permission. They
were then informed that exports of steel pipe with a diameter of
19-inches or over would be made contingent on special licensing
procedures, but they were not told that the embargo might be
applied retroactively. In order to gain some clarification of this
important matter, the three Ruhr firms sent eleven letters to the
chancellor, the Ministry of Economics, and the Foreign Ministry
requesting information, but received no replies. Indeed, on
January 8, the Customs Office in Duesseldorf had granted them
the necessary permits for the export of pipes.52 Thus the gov-
ernment, or at least its CDU members, pursued a confusing
policy following the December order, attempting to procastinate
until the three months during which the embargo could be re-
scinded in the Bundestag had elapsed.

The U.S. State Department attempted to forestall any cam-
paign by the three German firms involved. It advised the Bonn
embassy to inform the firms "that [the] pipe resolution [is] based
on NATO agreement, that such action [is] in [the] interest of all
Free World countries and not, repeat not, [arising only] from
U.S. intercession."53 Despite these American attempts at persua-
sion, the German firms were not convinced. The director of
Phoenix-Rheinrohr, Mommsen, visited the U.S. State Depart-
ment and argued that his firm should be allowed to export the
pipe. Representatives of all three firms went to Moscow, and the
Soviet president of Promsyroimport suggested various ways of
bypassing the embargo. The German firms felt that the Econom-
ics Ministry in Bonn was against the embargo, although the For-
eign Office was in favor of it.54

Despite these bureaucratic differences within the German
government, and despite the lobbying effort by the steel firms
both at home and abroad, Adenauer continued to stress the
validity of the embargo on the grounds of national security.

The German government's tactics failed to placate either the
business community or the SPD and CDU. In the three months
between December 19 and March 19, a complex series of negoti-
ations was conducted, with the three firms trying to influence
the Bundestag foreign trade committee to clarify the matter and
the CDU trying to avoid a debate on the issue.55 The foreign
trade committee, supported by the SPD, the FDP, and certain
CDU members, voted against applying the embargo retroac-
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tively, and the controversy intensified to the point where the
government could no longer avoid a debate. The debate was
finally held on March 18. The SPD argued that the government
must recognize the validity of the principle Pacta Sunt Servanda.
Because the contracts had been made prior to the NATO resolu-
tion, they could not now be retroactively broken. They had been
made as part of a compensation agreement involving the import
of Soviet pig iron. Because that iron had already been imported
and was part of the trade treaty, the German government would
be breaking its agreement. In addition, because both Britain and
Italy had announced that they would continue to sell large-
diameter pipe to the USSR, the opposition argued that the
NATO resolution could not have been binding. In this case, why
was the German government forcing firms to cancel their or-
ders?56

In his reply, Foreign Minister Schroeder tried to argue from
an economic point of view, claiming that the contracts were not
part of a compensation agreement. However, the crux of his
argument was political:
My heart is completely with the iron and steel industry, with full em-
ployment and the full utilization of our capacity. . .. But I must choose
here between the interests of foreign policy and the interests of the
economy. Thank God only in a limited sphere. So I am choosing for-
eign policy.57

The argument for the primacy of foreign policy was not persua-
sive, and it became clear to the CDU, as the debate wore on, that
its coalition partners would desert it and it would not win the
debate. The U.S. embassy in Bonn had taken the unusual step of
approaching the Free Democrats but had been unable to per-
suade them. Finally, the CDU resorted to the only tactic it had
left. In order to have a vote, a quorum of 250 members of the
Bundestag was necessary. The CDU walked out at the end of the
debate, leaving only 244 members in the chamber. There could
therefore be no vote, and so the embargo ordinance went into
force by default.58

There was a general outcry within Germany about what the
Economist termed "parliamentary malarky."59 The business
paper Handelsblatt condemned the political implications of this
move:
It is a question of the political conduct of the biggest German party that
fills the citizens of the republic with displeasure and evokes memories of
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the last days of the Weimar Republic in which, through similar tricks
which the CDU has seized upon, the efficacy of the parties in the
Reichstag was impaired.60

Even the conservative Die Welt condemned the Bundestag
vote because it violated the sanctity of contracts and, by applying
a law retroactively, impaired the reputation of German business.
Most German newspapers, of whatever political hue, were op-
posed to the imposition of the embargo retroactively. The way in
which the embargo was imposed revealed significant evidence
about the priorities of the various parties concerned. The CDU -
or at least its leaders - failed to support industry, normally its
chief ally, because it placed the necessity to show loyalty to the
United States above its need to placate its domestic constituency.
Many CDU deputies, particularly those representing industry,
disagreed with the embargo but consented to the walkout be-
cause of party loyalty. The FDP, on the other hand, chose to
court the breakdown of the government coalition rather than
lose industrial support. The SPD, because it opposed the gov-
ernment, aligned itself with big business, not usually its ally. If
one pursues the apparent surface inconsistencies a little further,
their logic becomes clearer. The CDU leaders realized that be-
cause of their need to prove their loyalty to the United States in
the aftermath of the Franco-German treaty, their commitment
to industry would have to be subordinated to their overriding
NATO obligations. Thus what were perceived as fundamental
international necessities took precedence over domestic consid-
erations. As the CDU defined it, the question had less to do with
whether large-diameter pipes were a strategic good than with
the FRG's international political obligations. Some CDU dep-
uties did not agree with this interpretation and saw the ques-
tion as fundamentally one of Germany's reliability as an interna-
tional trade partner of the USSR. There were conflicting per-
ceptions of what was the key concern - international political
reliability or international economic reliability.61

The SPD's alliance with big business was also not unprece-
dented. In previous instances, particularly in the late fifties, the
SPD had advocated an increase in trade with the USSR because
of its economic and political implications. What differentiated
the pipe embargo, however, from previous developments was
that the SPD was specifically allied with Ruhr steel interests. Of
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course, part of the issue involved in the pipe debate was the
employment of workers in the steel factories, and thus the SPD
was defending the interests of the workers as much as those of
management. The FDP stand is most interesting. On the one
hand, the FDP had consistently advocated more trade with the
East. On the other hand, its actions were a rebuff to its coalition
partners and it seemed to consider its governmental obligations
unimportant. Some observers argued that the FDP had used the
pipe debate to create a government crisis, but these rumors dis-
appeared when it soon became clear that there would not be a
crisis.62

Domestic repercussions of the embargo

The pipe embargo caused considerable controversy within the
FRG, among the NATO allies, and between the USSR and the
FRG. These tensions had an important effect not only on the
development of political and economic interest group coalitions
within the FRG but also on attitudes toward the politicization of
trade with the USSR. Although the German government com-
plied with the embargo out of political loyalty to the United
States, it alienated sectors of its domestic political constituency.
Privately, some German officials conceded that increased Soviet
mistrust of West Germany as a result of breaking the pipe con-
tracts more than offset any Western strategic advantage from
denial of pipe to the Soviets.63 Thus, the political repercussions
of the embargo on Soviet-West German relations were counter-
productive for the West Germans because the pipe embargo
stiffened Soviet resistance to the new Ostpolitik.

The pipe embargo shows more clearly than any other case the
differences between the German government and certain sec-
tors of German business. Although the United States had in-
itiated the embargo, the German government found itself in the
position of defending the right to impose the embargo retroac-
tively against the Ruhr firms, which in this case had the support
of some CDU members as well as the SPD and FDP. Indeed, the
immediate cause of friction between the government and busi-
ness did not involve questions of the advisability of trading with
the USSR but was concerned with the more limited matter of
government interference in business. The question was whether
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the government had the right to forbid businesses to carry out
contracts that had already been signed and to which the gov-
ernment had not objected at the time. The Ruhr firms had made
a concerted but ultimately unsuccessful attempt to influence the
executive. The day before the Bundestag debate, Foreign Minis-
ter Schroeder met with representatives of the three firms and
tried to persuade them to comply willingly with the embargo in
the interests of German security. The day after the debate, Eco-
nomics Minister Erhard, who was known to have been unhappy
about the embargo decision, met with the three firms to tell
them that they had been denied export licenses for the steel
pipes. He refused to show them the text of the NATO resolution
and said that whether all the NATO members had complied was
irrelevant. What was important was that the FRG government
put its loyalty to NATO above all domestic considerations.64

Thus, the government and some segments of the business com-
munity were in conflict over the question of priorities. The gov-
ernment considered its loyalty to the United States paramount.
Business, on the contrary, believed that its contractual obliga-
tions to the USSR were more important.

The immediate economic effects of the embargo on the three
steel concerns were considerable. They lost almost three
hundred thousand tonnes of pipe exports between 1962 and
1963.65 Mannesmann alone, which had been selling steel pipe to
the USSR since 1890, lost $25 million altogether, and its business
suffered for some time afterward.66 As a result of the embargo,
the welding capacity at Mannesmann was cut by one-third and at
Hoesch by two-thirds. In many ways, the steel workers suffered
the most. Phoenix-Rheinrohr had to shut down one special plant
as a result of the embargo.67

The USSR was Hoesch's most important purchaser of large-
diameter steel pipes, and two-thirds of its capacity had been
devoted to production for the USSR.68 In addition, the Russians
sued the three firms for breach of contract and the German
government denied any responsibility in the suit.69 There were
reports that the firms tried to circumvent the regulation by
transshipping pipe to the USSR through Austria and by forming
a joint steel export firm with Sweden, which would then ship the
pipe to the USSR.70 However, these attempts were unsuccessful.
Despite these deleterious economic consequences, the BDI and
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the DIHT, continuing their policy of absolute loyalty to the
Adenauer regime, failed to mention the pipe embargo in their
annual reports on East-West trade in 1963, indicating that they
were unwilling to express their opposition to the embargo.71

Although the immediate domestic repercussions of the em-
bargo exacerbated conflicts between the German government
and business, ultimately they had some utility. Once they had
accepted the fact of the embargo, leading sections of the Ger-
man business community realized that, in order to prevent simi-
lar problems in the future, there had to be more coordination
between government and business in East-West trade. The in-
dustrialists, whatever their particular views, agreed that the gov-
ernment should not interfere again in such a heavyhanded way.
"There is no doubt that we will face the government as one
man," a leading industrialist said of attempts by the business
community to reach some modus vivendi with the government.
After some months of delay, Adenauer agreed to meet with
representatives of Germany's business community who were in-
volved with trade with the USSR. There were two main issues to
be discussed: future coordination between government and
business to ensure that there would never again be a retroactive
cancellation of orders, and more generally the rationale for pur-
suing any form of embargo policy toward the USSR.72

The long-awaited meeting finally took place in Bonn on July
19, 1963, when Adenauer, Schroeder, Erhard, and Finance
Minister Dahlgruen met with eighteen leading businessmen.73 A
few days earlier, in a speech in East Berlin, Khrushchev had
proposed greater Soviet-West German economic cooperation,
and it was said that the industrialists wanted to discuss with the
government specific proposals designed to stimulate trade with
the USSR.74 It was also the first time that the German govern-
ment had ever met formally with business representatives to
discuss the politics of East-West trade. The results, however,
were disappointing. The businessmen, who wanted to talk about
specific guidelines for future trade, were told by the government
that trade with the USSR was "an extremely complicated politi-
cal problem" that could not be discussed in a general way.75 The
only concession that the government made was to establish a
foreign trade advisory committee attached to the Economics
Ministry in July 1963. The committee consisted of twenty-six
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leading industrialists, among them some who were involved in
trade with the USSR. However, the main function of this com-
mittee was to advise, not to make policy.76 Thus, the business
community failed to receive coherent guidelines about the poli-
tics of trade with the USSR from the government. Adenauer was
not willing to commit himself to any specific policy or to give
businessmen assurances about the future stability of their trade
with the East, perhaps because he realized that the ultimate deci-
sions on these questions lay with the United States.

The international repercussions

The pipe embargo not only caused some political strains within
Germany but also created a furor among the NATO allies. Al-
though they may have been united in their main political aim of
resisting Soviet expansion, NATO members were seriously di-
vided over the issue of trading with the USSR. Great Britain had
always taken a more pragmatic attitude toward trading with the
Communists because these economic contacts were viewed as
having little detrimental political significance. A memorandum
by U.S. Ambassador Lewellyn Thompson, specifically refuted
the British view:
One argument used by the British that is largely phony is that trade
offers an opportunity for contacts and for the development of friend-
ship and understanding. Since the Soviets, however, in general, prevent
contacts between their end-users and foreign exporters, and handle
trade matters in a few central government offices, this is not, in fact, the
case.77

The British government did not consider itself bound by the
NATO resolution because of the resolution's ambiguous word-
ing. It was a recommendation with which members could choose
to comply, but it was not an order with any mandatory force.78

The British continued to supply large-diameter pipe to the Rus-
sians, and the opposition to the embargo inside Germany cited
the British example as proof of the German government's per-
fidy. In addition, the Italians interpreted the embargo as not
being applicable retroactively, and they continued to supply steel
pipes under contracts that had already been concluded prior to
the embargo.79 The embargo, therefore, caused strains within
NATO. Thus a move that was initially intended to have deleteri-
ous economic and political effects on the USSR may have had
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even more disruptive short-term political effects on the Western
alliance. East-West trade policy became a source of friction
within the Western bloc.

The immediate effect of the embargo was to complicate Ger-
man relations with the USSR. The Russians initially denied that
the embargo would affect their pipeline construction. In a press
conference on March 14 designed to influence the German
Bundestag vote, Yuri Bokserman, deputy chief of the State
Committee for Gas Industry, claimed that despite the embargo,
Soviet domestic capacity combined with foreign imports would
enable the pipelines to be built on schedule.80 However, Soviet
comments immediately after the Bundestag vote belied the Rus-
sians' assertion of self-sufficiency.

The Kremlin reacted cautiously to the German decision at
first and directed its complaints toward the United States.
Khrushchev stressed that the United States was interfering with
the relations of the USSR with third countries. The Soviets at-
tributed the U.S. embargo to "American oil monopolies" that
were worried about competition. The Soviets concluded:
It is not strategy or security of Western European or other countries but
"strategy" and "security" of high profits of the American oil
monopolies, their commercial interest... that is determining this policy
of trade discrimination and limitations which the United States is at-
tempting to impose on other countries.81

In response to this attack, the American government claimed
that it had always believed that large-diameter pipes were
strategic goods, and that the Western European nations had
complied with the NATO recommendation because they con-
sidered it to be in their own strategic interest.82

Despite their initial caution in reacting to the German deci-
sion, the Soviets ultimately decided that they would hold the
German government responsible, particularly because it was
clear that not all NATO nations had complied with the resolu-
tion. Describing the German government's move as an "openly
hostile act," a Russian note of April 6, 1963 accused Bonn of
breaking its contracts with the USSR and reneging on its trade
agreement. The action, said the note, was "a contravention of
the fundamental principles of international law: the principle of
adherence to treaties." The Germans had chosen to follow a U.S.
directive motivated by the needs of the oil monopolies, and in
breaking their treaty with the USSR, they called into question
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the most fundamental principles of international relations and
trade. The Soviets did not need the pipes but had purchased
them in the FRG to promote better contacts. The Russians re-
served their right to take any appropriate retaliatory action.83

The USSR also complained to the Germans that the embargo
would have detrimental political consequences, to which the
German ambassador replied, "What has the high level of West
German trade with the Soviet Union accomplished to date with
respect to the solution of our outstanding problems?"84

The West German reply was moderate in tone but stressed
that the FRG had not reneged on the trade agreement. Accord-
ing to Bonn, the 1960 trade agreement did not guarantee that
the FRG would export large-diameter pipes to the USSR, either
in the quantity stipulated in the October contracts concluded
between the three Ruhr firms and Moscow or as part of a com-
pensation agreement whereby imported Soviet pig iron was spe-
cifically to be used for the manufacture of large-diameter pipes.
The note denied that the embargo was in any way intended as a
hostile act but said that it had been adopted because of Ger-
many's most vital security interests. The decisive factor had been
the presence of twenty Soviet divisions in East German territory,
for whose supply in the event of war the Soviet network of
pipelines was essential. The note then cited Soviet Marshal
Sokolovskii's treatise Voennaia Stragtegiia (Military Strategy),
which stressed the importance of pipelines for fuel demands in
offensive warfare. The note also pointed out that the Russians
had not fulfilled their obligations under the 1960 trade treaty,
because they had never imported as many consumer goods as
they were obliged to under the agreement. It concluded by say-
ing that "German-Soviet trade as a whole has a bright future."85

The German government wanted to forestall any further dete-
rioration of German-Soviet relations, but it would not admit that
it had succumbed to U.S. pressure. Instead, it sought to portray
its decision as a sovereign, autonomous act.

In May, the Russians announced the completion of a new
pipe-making installation for an oil and gas network in the
Ukraine.86 One of the main economic effects of the embargo on
the USSR was to stimulate the development of Soviet productive
capacity for large-diameter pipes, although they were of inferior
quality compared to German pipe. In 1961, the USSR produced
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no 40-inch pipes; by 1965, it was producing 600,000 tonnes.87

The USSR admitted that the embargo had caused "some diffi-
culties for a time,"88 but by 1965, it was claimed that the USSR
was now completely self-sufficient in large-diameter pipes.89

The USSR stressed the unemployment within Germany result-
ing from the embargo and the anger of the business commu-
nity.90 There was much Soviet interest in the meeting between
Adenauer and the industrialists and comment on the frustration
of the businessmen.91 The Soviets, as in previous instances, were
stressing their common interests with German industrialists.

The embargo may have had detrimental short-term economic
effects on the USSR, but ultimately its effect on the Soviet ability
to construct pipelines was marginal because the Russians were
able to continue importing pipes from Sweden and Japan. The
United States was unable to persuade the Japanese to embargo
large-diameter pipe because of the inability of achieving a unan-
imous vote in CoCom.

Immediately after the embargo, Berthold Beitz, managing di-
rector of Krupp, visited Moscow in his capacity both as a busi-
nessman and as an unofficial ambassador, and it seemed at the
time that the embargo's effects had not been very marked.92

Khrushchev was reported to have spoken in mild tones about
the embargo when he received Beitz at the Kremlin. However, it
was apparent that the embargo had had a greater psychological
effect than the Russians were initially willing to admit.93 Beitz's
main purpose was to see how Krupp could expand its trade with
the USSR and to work out ways of dealing with the difficult
payments problem. While he was there, Khrushchev raised the
possibility of Germany renewing and expanding its three-year
trade agreement with the USSR, which was due to expire in
December 1963.94

The German question and the fall of Khrushchev

It is impossible to determine the economic and political effects of
the pipe embargo without analyzing them in the broader context
of German-Soviet relations. Although relations between Bonn
and Moscow were adversely affected by the embargo, there were
countervailing political developments that mitigated its impact.
In 1963 and 1964, there were signs within the Soviet leadership
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of conflict over policy toward Germany culminating in
Khrushchev's projected visit to the FRG, which proved a major
catalyst to his ouster. After the end of the Cuban missile crisis
and the building of the Berlin Wall, Khrushchev revived his
interest in detente.95 The GDR, even though it continued to
experience domestic problems, was more stable with the Berlin
Wall in place. Khrushchev apparently decided to pursue a more
flexible policy toward West Germany, although he was not sup-
ported in this endeavor by most of his colleagues.96 Indeed,
Khrushchev's overtures to the FRG prior to his fall remain one
of the more intriguing aspects of his protean foreign policy.

In examining the statistics on Soviet-West German trade, the
decisive downturn in the FRG's balance of trade with the USSR
came after 1964, leading some to speculate that Khrushchev's
fall may have affected German-Soviet economic relations as
much as the pipe embargo.97 The economic signals emanating
from Moscow in 1964 were occasionally inconsistent. Despite
Khrushchev's interest in renewing the trade agreement in
January, the Soviet government sent the Germans an aide-
memoire saying that it was not interested in negotiating a new
trade agreement and that trade between the two countries
should continue on the basis of the quotas worked out in the
previous agreement, which had expired in December. The
quota lists were those of December 1960, because no new lists
had been drawn up since then.98 No reason was given for the
Soviet note, and the German government pressed its demand
for new trade negotiations in order to work out a more up-to-
date trading system. Throughout 1964, the Germans sent notes
to the Russians suggesting that trade negotiations begin, and the
Russians procrastinated for different reasons.99 They claimed
that the embargo violated the previous trade agreement and
emphasized their displeasure by refusing to negotiate another
one. The Soviets were always careful to differentiate between
businessmen, whom they acknowledged wanted to trade with
them, and the German government, which could not be trusted.
Indeed, one German commentator suggested that the Russians
hoped to induce businessmen to pressure the government to
change its trade policy.100

Total Soviet-German trade fell from $422.3 million in 1962 to
$362.4 million in 1963 (see Table 4), the first time bilateral
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FRG-USSR trade had ever decreased in the postwar years. Also,
for the first time, Germany had a negative balance of trade with
the USSR in 1962, and from 1962 to 1966 its negative balance
grew.101 However, this decrease was caused by factors other than
the pipe embargo, particularly the shortage of hard currency in
the USSR and West German import restrictions.102

Within Germany, however, it was felt that the main reason for
the Russian refusal to negotiate another trade agreement was
economic. The Soviet economy, some commentators reasoned,
was in difficulty, experiencing a falling rate of growth.103 More
specifically, they argued that the Russians could not enter into a
trade agreement because they had little to export. Grain had
previously been one of their main supplies to the FRG, but be-
cause of the agricultural crisis they could no longer export this
commodity and were for the first time since 1945 importing
grain.104 Although Moscow was undoubtedly experiencing eco-
nomic difficulties, at the same time as it rebuffed the Germans it
concluded a new trade agreement with France on the basis of
seven-year credits, and it was negotiating large credit deals with
Britain, Japan, and Italy.105 Another economic factor here was
the German refusal to grant credits to the Soviets. However,
there was also the issue of Berlin. The Russians had been embar-
rassed by the willingness with which the other Eastern European
countries had signed trade agreements with the FRG which in-
cluded West Berlin. Indeed, on two separate occasions, the
Kremlin had proposed concluding a trade agreement with West
Berlin independently and had issued a special invitation to West
Berlin to exhibit at the Moscow Fair.106 On balance, it seems that
the Soviet anger over the pipe embargo, exacerbated by domes-
tic agricultural difficulties and by the issues of credits and Ber-
lin, combined to produce the Soviet rejection of any new trade
agreement with the FRG. It is impossible to measure exactly
what impact the pipe embargo had on economic relations.

The vacillations over the trade treaty were connected to
broader political questions. At the beginning of 1964, there were
contradictory signals emanating from the Kremlin indicating
possible debates within the leadership about relations with
Bonn. In March, there was a harsh exchange of notes in which
the Soviets accused the Germans of being set on a "course of
revenge."107 Shortly thereafter, the economic counsellor of the
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West German embassy in Moscow was expelled. The public
Soviet attacks on the Germans were more vitriolic than previous
statements and centered on the issue of a multilateral nuclear
force within NATO. The main Soviet preoccupation was to pre-
vent the FRG from obtaining nuclear weapons via the MLF.108

However, privately, the Soviets began to have secret talks with
the Germans in a much more conciliatory vein.109 While Ambas-
sador Smirnov began to sound out Chancellor Ludwig Erhard
privately about a possible meeting with Khrushchev, the USSR
finally signed its long-announced twenty-year treaty of friend-
ship, mutual aid, and cooperation with the GDR. However, this
treaty, although confirming the integrity of Ulbricht's regime,
represented the lowest common denominator of agreement be-
tween the two states.110 It fell far short of conferring the kind of
sovereignty on the GDR that it desired because it retained Soviet
Four-Power obligations in Berlin.111 A few days before the sign-
ing of the treaty, while Ulbricht was being entertained in
Moscow, the Kremlin put out a statement saying that Erhard
would be welcome in Moscow too. This was the first public indica-
tion of a more conciliatory policy toward Bonn.112 Erhard then
declined to go to Moscow but said that Khrushchev was welcome
to come to Bonn for a summit.113 From June on, Khrushchev
seemed to be making a concerted attempt to improve relations
with West Germany.

The visit of Khrushchev's son-in-law, Alexei Adzhubei, the
influential editor of Izvestiia, to the FRG in July was an explor-
atory foray to discuss the details of a Khrushchev visit. During
his twelve-day tour, Adzhubei had a talk with Erhard at which
the details of Khrushchev's trip were discussed. It was also re-
ported that he conveyed to Erhard Khrushchev's willingness to
sign a trade agreement that included a Berlin clause.114 In vari-
ous interviews and articles, Adzhubei made it clear that one
reason for Khrushchev's visit was a desire to increase German-
Soviet trade and establish economic contacts on a firmer and
broader basis.115 Indeed, German officials, although dubious
that any meaningful political developments would emanate
from the talks, thought that the future of Soviet-German trade
was one of the few areas in which a visit from Khrushchev might
produce tangible results.116 Adzhubei conveyed the message
that the Kremlin was now willing to draw up a list of goods for
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1965. It was also assumed that the first secretary would press for
long-term credits.117 In August the Volga Germans were re-
habilitated - another conciliatory gesture from Moscow.118

The German government put out an official announcement in
September that Khrushchev was to visit Bonn in December, al-
though this was never mentioned in the Soviet press. Given the
fact that Khrushchev's son-in-law was the editor of Izvestiia, it is
surprising that this was not announced in the Soviet press, indi-
cating some opposition to his trip. The German statement
stressed that "in Bonn, the personal meeting between the Soviet
and German heads of government is viewed with sober realism.
No-one anticipates any fundamental change in German-Soviet
relations from the visit."119 Khrushchev's acceptance of the in-
vitation followed a series of top-level meetings with Eastern
European leaders in Prague, where he had discussed West Ger-
many with Czech, Bulgarian, Hungarian, and Polish minis-
ters.120 The German press was full of articles about exactly when
Khrushchev would come to Bonn, until it suddenly became clear
that there were complications. On September 6, a German en-
gineer working at the Moscow embassy was attacked with mus-
tard gas while attending a church service. The Germans pro-
tested against this attack, and the Russians replied that the tech-
nician was a spy.121 Not wanting to jeopardize Khrushchev's
visit, West Germany dispatched another note, and finally the
Kremlin sent a conciliatory reply on October 13. A few hours
later, Khrushchev was removed from office. His successors,
Leonid Brezhnev and Alexei Kosygin, indefinitely postponed
the trip.122

The bizarre series of events leading to Khrushchev's removal
leaves many unanswered and interesting questions about the
role of Germany in the fall of the first secretary. It is instructive
to inquire, first, what might have been Khrushchev's motives for
going to Germany. The Sino-Soviet split may have influenced
Khrushchev to mend his fences with the West. In fact, the
Chinese had accused Khrushchev of wanting to "sacrifice" the
East Germans in a "criminal political deal" with West Germany.
Peking claimed that he was going to turn Pankow over to Bonn
in return for credits.123 However, the main reason for
Khrushchev's visit probably had more to do with Germany itself
than with China. There are two possible explanations for this
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position. The first, a modest one that seems to have accorded
with German perceptions of the summit, was that Khrushchev
wanted to discuss the MLF, a source of great concern to Moscow,
and other issues, including recognition of East Germany and
concluding a new trade and cultural agreement in which West
Berlin was included. However, there is also evidence of a second
explanation - namely, that Khrushchev was planning to make
some major concessions on German reunification and that this
was one of the reasons for his downfall. During a visit to Scan-
dinavia prior to his ouster, Khrushchev is reported to have fa-
vored a "quick solution" to the German problem.124 There were
some reports that Khrushchev had decided that a reunified,
neutralized Germany might be preferable to the current status
quo, and he was willing to make radical alterations in Soviet pol-
icy toward Germany.125 Even if this is an exaggeration it seems
that Khrushchev's German policy was the occasion of his
downfall. The mustard gas attack may have been an indepen-
dent KGB initiative, but the way in which it was carried out and
the Russian response to the German protest suggest that it also
could have been a deliberate high-level move by those Politburo
members opposed to Khrushchev's softer line on Germany to
discredit him. One week before Khrushchev's ouster, Brezhnev,
who was instrumental in overthrowing his erstwhile patron, de-
livered a speech in East Berlin emphasizing that "the Soviet
Union has always stood and will also in the future always stand
by the side of the GDR."126 His colleague Mikhail Suslov, who
allegedly was Khrushchev's chief denouncer when he was
ousted, declared the same week that friendly USSR-GDR rela-
tions "are not for sale, even if all the gold in the world were
offered for them."127 That such statements could be made indi-
cates the degree of controversy and disagreement surrounding
the issue. The degree of press coverage given to these statements
also indicates that by this time Khrushchev may have lost control
of the press.

This does not mean that Khrushchev's projected visit to Ger-
many was the most important cause of his fall. Rather, it seems
that, although the underlying reasons for discontent with
Khrushchev were probably caused by his domestic social and
economic policies, his overtures to Germany may well have pro-
vided the final straw for his opponents.128 It is plausible that one
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of Khrushchev's main motives in coming to Germany was eco-
nomic - to secure German credits in return for some minor
political concessions such as the agreement to include West Ber-
lin in the trade and cultural treaties. However, it seems that
economic factors were secondary and that the prime motive was
political - to improve relations with West Germany, perhaps at
the expense of the GDR. It was well known that Ulbricht disliked
Khrushchev and may well have pressured his opponents when
he found out about Khrushchev's projected visit.129 The abor-
tive Khrushchev visit, however, probably does not belong to the
"missed opportunities" category. Khrushchev would have been
willing to reach a settlement with Bonn only on the basis of a
West German acceptance of the postwar status quo. However,
the Erhard government was not ready to do this in 1964 and
remained committed, in Schroeder's words, to the "positive
overcoming of the status quo."130 Khrushchev's successors had
little interest in improving either political or economic relations
with the FRG, and the German problem remained unsolved. In
1964, any suggestion in the Soviet Union of a new approach to
the German question other than on the basis of the current
status quo was considered illegitimate.

The wheat deal

At the very end of Adenauer's tenure in office, a controversy
arose that illustrated the chancellor's attitude toward the rela-
tionship between trade and politics and also showed how depen-
dent Germany was on the United States for the definition of its
concept of economic relations with the USSR. The wheat sale
demonstrates the opposite of the pipe embargo, in that it was
Adenauer who tried to impose a wheat embargo and the United
States that overruled him. The wheat sale reinforced the fact
that the United States was setting the East-West trade agenda.

A series of disastrous harvests, combined with Khrushchev's
unsuccessful virgin lands scheme, forced the Russians to import
wheat in large quantities in 1963. The Russians purchased eight
and a half million tonnes of wheat from Australia and
Canada.131 The United States also agreed to sell wheat to the
USSR in a decision that, at first glance, seems to represent a volte
face in the American attitude toward trade with the East. There
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is much evidence that, in the last few months of his adminis-
tration, President Kennedy was considering significant modifi-
cations in the U.S. trade policy toward the East and was reexam-
ining the value of the strategic embargo controls. A few months
after the pipe embargo, a State Department memorandum sug-
gested that "in dealing with the USSR, increased trade might
be included as a U.S. concession in a detente package."132 Walt
Rostow, although admitting that "we cannot use trade to wring
basic concessions from the Soviets," advocated the use of trade
as a "lever with limited political goals."133 Other government
officials suggested that
it would appear certain that a [wheat] sale by the U.S. would be advan-
tageous to U.S. foreign policy interests. It would advertise the superior-
ity of our agricultural system over the communist system in a most
dramatic fashion - it would be a further step toward reduction of
East-West tensions.134

Whereas the issue of pipelines was considered important
enough to use trade denial, the Kennedy administration be-
lieved that the disastrous Soviet grain harvest offered the United
States the opportunity to use positive economic levers in pursuit
of detente. A National Security Council meeting concluded that
"the purchase of U.S. wheat diverts Soviet resources from arms
to food."135 A CIA report argued that one reason not to sell
wheat to the USSR was "the probable repercussions in Western
Europe, specifically Germany and France, where critics of the
U.S. are bound to point to the transaction as proof of a major
turn in U.S. policy."136

Despite these arguments, President Kennedy announced on
October 9 that the United States would sell 500,000 tonnes
of wheat to the USSR for gold and cash. He saw this as the
beginning of a policy of utilizing East-West trade to improve
East-West relations.137 In a letter to Senator Mansfield one week
before his assassination, the president urged that the Senate
should permit the use of credit guarantees for trade to the
communist countries for the sake of the "American farmer, the
American exporter, the American citizen concerned with the
strength of our balance of payments position."138

The Soviets had also contracted to buy 300,000 tonnes of
wheat from Germany, 35,000 of which had received authoriza-
tion.139 The wheat sale would probably have continued out of
the public eye had the chancellor not intervened and invested
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this commercial deal with great political significance. This last
episode in Adenauer's career as chancellor is illustrative of his
outlook on Osthandel. On hearing about the prospective wheat
sale, Adenauer made a series of speeches throughout the coun-
try condemning it. In one speech, he said:
All Western countries which are now ready to help Soviet Russia to
really become a dangerous enemy are making a serious mistake. Shall
we demand that first the Russians demonstrate by acts their desire for
peace, before the question of such assistance is even raised? To ask such
a question is to answer it.140

In a speech in Munich, warning that "only the stupidest calves
choose their own butcher," he termed the USSR's purchases of
wheat "a political event of the greatest importance," because it
gave the West an opportunity to influence Soviet policies. He
elaborated on this theme more specifically in Berlin a week be-
fore his retirement. Grain should be delivered to the USSR, he
asserted, only if Russia was willing to pay a political price - the
destruction of the Berlin Wall.141 Declaring that "I can't stand
any more of this wretched talk of detente," Adenauer, in his
denunciation of the wheat sales, probably made the most explicit
linkage between politics and trade that he had ever made.142 He
was demanding fundamental and massive political concessions
from the USSR, involving a complete change in its German pol-
icy, in exchange for 300,000 tonnes or $18,000,000 in wheat.
There were considerable discrepancies between the means and
the end.

The tables were turned on Adenauer in the wheat embargo, as
opposed to the pipe embargo. In response to Adenauer's criti-
cism of America for selling wheat to the USSR, Senator Man-
sfield retorted: "If we did need objective advice from abroad it
would hardly come from West Germany. For there is in this
comment of the Chancellor something of a hypocritical preach-
ment: 'Do as I say but not as I do.'"143 Mansfield's last sentence
referred to Germany's $350 million trade with the USSR in
1961. One might argue that whereas the United States consid-
ered pipes to be strategic material, it considered grain to be
strictly commercial and therefore resented the FRG's attempts to
interfere with its freedom to export. On the other hand, one
could equally argue that in the pipe embargo, a threat to the
interests of the large oil companies was involved, but in the
wheat deal, the United States grain exporters stood only to
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profit from exports to the USSR. Certainly, the American
viewpoint was supported not only by the opposition within the
FRG but also by most other members of the government. For
instance, Foreign Minister Schroeder said it was unrealistic to
believe that Soviet policy could be influenced by wheat flour. "If
it is necessary, they will pull their belts tighter, but their policy
will not change."144 Schroeder's position had the support of the
FDP and the SPD. Those CDU members who were connected
with industry opposed Adenauer's stand and pointed out that
the wheat sale was being conducted within the framework of the
existing treaty, and an embargo on wheat would contravene the
treaty. The FDP argued that it would be futile for the FRG to
wage a "private economic war" against the USSR, and the SPD
termed Adenauer's call for a wheat embargo "the senseless plan
of an old man."145 All those opposed to Adenauer considered
that the gains involved in following a policy of tying wheat ex-
ports to specific political concessions would be minimal, but the
risks resulting from such a policy might be great.

In order not to make Adenauer's last days in office more
problematic, the German cabinet decided to refer the matter of
wheat exports to the NATO council, in the hope that that body
might issue clearer guidelines on trade policy with the East. On
October 9, the United States government gave permission for
wheat to be exported to the USSR.146 On October 28, the new
chancellor, Erhard, granted the export licenses for the sale of
German wheat to the USSR. The United States lead had been
decisive in the German decision. In his interview on Face the
Nation shortly after becoming chancellor, Erhard said that he
thought the possibilities for expanding trade with the East were
very limited because the Russians had many demands but little
to supply.147 However, in his first press conference, he reiter-
ated the Schroeder line of improving relations with Eastern
Europe by setting up trade missions.148 Erhard, even if he had
doubts about the economic attractiveness of trade with the
USSR, held different views on the degree to which it should be
politicized.

The political economy of the pipe embargo

The pipe embargo was a quintessential example of negative eco-
nomic linkage. The United States used a specific economic lever -
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trade denial - because it disapproved of Soviet foreign policy.
The Soviets did not respond because this was an asymmetrical
linkage situation in which no concessions were demanded.

In terms of the outcome - desired and actual - of the em-
bargo, the results were mixed. If its purpose was to delay the
completion of the Friendship Pipeline, it was only marginally
and temporarily successful, because the USSR continued to im-
port pipes from Britain, Sweden, and Japan and improved its
domestic pipe-producing capacity. The embargo did not pre-
vent the USSR from increasing its sales of oil to Europe. If its
purpose was to reimpose United States control over its allies'
policy on East-West trade, then it was only partly successful. The
FRG complied, but Britain defied Washington. Nevertheless,
the wheat deal shows that the United States did have an impor-
tant role in designing the regime for East-West trade. Once
America approved of a sale to the USSR, it was hard for any
NATO member not to comply. The more politically dependent
a country was on the United States - and surely West Germany
was more directly dependent on the United States for its security
than any other NATO member - the more it had to follow U.S.
guidelines on East-West trade.

If we examine the political and economic stakes involved in
the pipe embargo, it appears that, for the United States, the
political goals were not core values. Although the embargo was
directed at containing Soviet strength and reinforcing the
NATO alliance, neither the building of the Friendship Pipeline
nor Britain's nonadherence to the embargo threatened U.S. se-
curity. Likewise, for the USSR, although pipe was an important
commodity, the embargo did not threaten Soviet economic secu-
rity. However, for the FRG, the stakes in complying with the
embargo were somewhat higher. The real political issue for
Adenauer was loyalty to the United States, a core political
goal, because only the United States could guarantee Germany's
security and territorial integrity. By contrast, the perceived need
to prevent the building of the Friendship Pipeline was only a
secondary goal.

It is difficult to detect any gains to the West from this use of
negative economic levers. The chief result was a general irrita-
tion both in East-West relations and in relations between the
United States and its allies. Indeed, one could argue that the
pipe embargo caused more damage to U.S.-European relations
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than to the Soviet economy. The United States belatedly realized
that a total trade embargo against the USSR diminished its
ability to utilize bargaining levers in negotiating with its ad-
versary - hence the decision to sell wheat to the USSR as a
positive lever. The pipe embargo indicated the futility of using
negative linkage strategies.
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The failure of linkage: 1964-1968

We are seriously interested in the intellectual discussions that are taking
place in the Eastern bloc at this moment. . . Perhaps economic relations
will later bring us close together. We shall continuously and carefully
explore all the possibilities open to us.

Gerhard Schroeder, 19631

The facts prove the connection between Bonn's "Ostpolitik," on the one
hand, and its neocolonialist policy on the other hand. Although each
foreign policy line of the FRG has its own problems, altogether they
combine to form the aggressive course of German militarists, whose
central role focuses on the fight against the European socialist coun-
tries. M. Voslenskii, 19672

The pipe embargo marked the end of an era for Bonn. It was
one of the last explicit uses of negative economic leverage by
Adenauer, whose "policy of strength" had achieved no conces-
sions from the Russians on the central issues of reunification,
Berlin, or the restoration of the prewar German eastern ter-
ritories. The next two CDU chancellors and their foreign minis-
ters pursued a somewhat more flexible Ostpolitik. The Erhard-
Schroeder and later the Kiesinger-Brandt Ostpolitik eschewed
the "Moscow-first" basis of Adenauer's Ostpolitik and sought to
develop bilateral ties with Eastern Europe without granting dip-
lomatic recognition. This German version of bridge building was
based on two assumptions. The first was that the West German
economy was bound in the long run to acquire a power and
momentum that the countries of Eastern Europe would not be
able to withstand. The second was that the FRG's negotiating
position and its ability to exert influence were likely to increase
with the spread of polycentrism in Eastern Europe.3 Under the
Grand Coalition (1966-69) there was a further modification in
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policy when CDU Chancellor Kiesinger and SPD Foreign Minis-
ter Brandt realized that the Hallstein Doctrine limited their
ability to adopt a more assertive policy toward Eastern Europe.
Abandoning the Hallstein Doctrine, the Grand Coalition substi-
tuted for it the Geburtsfehlertheorie (birth defect theory). This
stated that the Eastern European countries had never had any
choice but to follow Moscow's orders when they recognized the
GDR and withheld recognition from the FRG.

This eschewing of the Hallstein Doctrine meant that the FRG
would contemplate diplomatic relations with all East European
states except the GDR. This Ostpolitik did not ratify the status
quo in Europe and was therefore unacceptable to the Kremlin.
From the Soviet point of view, therefore, the more flexible
Ostpolitik had to be resisted because of its destabilizing implica-
tions for the GDR and Eastern Europe. Moscow's policy toward
Germany had three main goals: recognition of the two German
states, signature of a peace treaty between the two states, and the
independence of West Berlin. The new Brezhnev-Kosygin lead-
ership in the USSR eschewed Khrushchev's innovative German
policy and assumed a more intransigent stance toward the FRG
until the issue of its role in Eastern Europe was resolved by the
Czech invasion. In many ways German-Soviet relations became
a dialogue of the deaf, with neither side willing to accept the
other's preconditions for negotiations.

There were few negotiations in this era in which linkage was
explicitly used. However, there were certain questions that
dominated economic relations and facilitated diverse types of
politicization. One was the question of renewal of the trade
agreement, with its central political and economic problems -
the status of Berlin and German import policies. Another closely
connected problem was the unresolved issue of financing Soviet
trade and the German unwillingness to grant credits. Both polit-
ically and economically, Soviet-West German relations had
reached an impasse by the fall of 1968.

The Soviet-West German thaw freezes over, 1964-68

Chancellor Erhard attempted to maintain the perceptibly more
cordial relations with the USSR that had been established in the
last few months of Khrushchev's leadership after the "hare-
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brained" first secretary had been removed. He immediately ex-
tended an invitation to visit the FRG to the new Soviet leaders
and repeated Germany's desire to seek more fruitful relations
with the Kremlin.4 Although the main focus of West Germany's
Ostpolitik under Erhard and Schroeder was Eastern Europe,
Germany did not overlook the fact that in order to improve its
relations with Eastern Europe it would also have to extend some
feelers toward the USSR.5 Germany appointed a new ambas-
sador to Moscow who had better connections with the USSR and
was expected to improve contacts, whereas the Russians ap-
pointed a new ambassador to Bonn who was less familiar with
German politics.6 Despite the Erhard government's overtures
towards the USSR, Germany's basic policies toward Moscow re-
mained unchanged. Reunification was still the declaratory goal,
as Foreign Minister Schroeder reiterated:
From time to time it is suggested that we regard German reunification
less as a basic requirement of our policy than as an historical process
which should be left to the healing hand of time. This view seems to me
unrealistic. Such a policy of resignation would dash the hopes of Ger-
mans living on the other side of the Iron Curtain; would help to con-
solidate the unnatural and unjust partition of our country without
bringing peace and security to Europe; and would perpetuate a
dangerous source of tension in Europe indefinitely.7

The Soviet response to the first German initiatives following
Khrushchev's fall was reserved. The new leaders appeared not
to favor any substantial change in their relations with Bonn, rein-
forcing the impression that Khrushchev's overtures had not en-
joyed the support of his colleagues. In 1965, the Russians and
East Germans stepped up their harassment of Western land and
air communications with West Berlin, and this harder stance
continued into 1966.8 At the same time, the Russians began to
develop the theory of a special "Bonn-Washington axis" within
NATO, indicating that there were interests in common between
the two countries that were injurious to those of the other mem-
bers of NATO, thus seeking to exploit polycentrism within the
Western alliance.9 Soviet commentators denied that Erhard's
policies were any different from those of his predecessor: "Talk
of a 'new era,' a 'new Eastern Policy,' 'middle-of-the-road policy'
and 'mutual understanding' which was in vogue - was appar-
ently just so much phrase-mongering. Bonn rolls along the old
tracks laid by Adenauer, without noticing the tracks have
rusted."10
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The West Germans, in the Soviet view, were as "revanchist" as
before, and those hints of greater flexibility that had seeped into
Soviet comments prior to Khrushchev's fall disappeared from
the pages of Pravda as Soviet policy hardened.

There are various possible explanations for the tougher Soviet
line. After Khrushchev's fall, his successors reverted to a more
cautious foreign policy, whose aim was to consolidate Soviet in-
fluence rather than to expand and innovate. On the one hand,
Khrushchev's policy of a rapprochement was unacceptable to
the new Soviet leadership, perhaps because uncompromising
hostility toward the FRG had for so long been one of the linch-
pins of Soviet foreign policy. It also served as the chief
rationale for maintaining discipline in the Warsaw Pact. Ulbricht
also influenced the hardening of Soviet policy because he could
ultimately threaten the USSR with the possible disintegration of
the GDR were there to be a rapprochement between Moscow
and Bonn. Moreover, Polish leader Gomulka, also because of the
tenuous legitimacy of his own regime, was a hard-liner on the
German issue. It appears that the flexibility of the last few
months prior to Khrushchev's fall had been an aberration and
that the Brezhnev-Kosygin policy was a more predictable con-
tinuation of the traditional postwar Soviet stance toward the
FRG. It is also conceivable that Soviet tactics altered because of
the changed environment. In the period when the multilateral
force had been a viable possibility, it had been in the Soviet
interest to woo Bonn away from Washington, because Moscow
feared that the MLF might entail an eventual acquisition of nu-
clear weapons by the Bundeswehr. Once the MLF plan was
dropped late in 1964, the Soviets did not have to concern them-
selves with this issue. In the absence of any overriding need to
court the Germans, the USSR reverted to its previous familiar
antagonism toward the FRG.11

Soviet policy toward the FRG was more clearly spelled out in a
series of exchanges with Bonn on the subject of the renunciation
of force. In 1966, the FRG government, in what was publicized
as a major foreign policy initiative, sent a "Peace Note" to all
governments with which it had diplomatic relations. Asserting
that "the German people desire to live on good terms with all,
including their East European neighbors," the note offered what
amounted to a series of nonaggression pacts with all countries
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that wished to enter into negotiations with Bonn.12 The note
included the first formal declaration that the Munich agreement
was no longer valid. However, Bonn still claimed that the 1937
boundaries were the FRG's lawful ones, thus refusing to recog-
nize the postwar status quo. The note was a belated German
reply to the Rapacki Plan, and it offered to all East European
states (apart from the GDR) the opportunity to conclude the
renunciation of force agreements with the FRG. This West
German initiative was undoubtedly intended to reduce the cli-
mate of hostility in Europe without changing the FRG position
on the Oder-Neisse line or on recognition of the GDR.

The immediate Soviet response was to denounce the German
note as "a gross attempt at propaganda" because Bonn's inten-
tions were anything but peaceful. At the Twenty-third Party
Congress, Brezhnev attacked West Germany in traditional
Soviet phraseology, saying that the note showed that "the FRG
intends to continue its aggressive and revenge-seeking policy."13

Brezhnev attributed the initiative for the peace note to the
United States, whereas later Soviet analyses claimed that it was a
response to the frustration of realizing that the United States
would not support any new initiative on the German question.14

Whereas the East European replies to the Bonn note were less
than hostile, the Soviet reply was uncompromising in its critique
of German policies. Unless Germany changed its position on its
boundaries and recognition of the GDR, there could be no re-
nunciation of force.15 There were other attempts within Ger-
many to move on the Ostpolitik front. The SPD, responding to
an East German initiative, attempted to arrange an "exchange of
speakers" series of meetings with the ruling East German So-
cialist Unity Party (SED). However, this failed when the GDR,
perhaps under pressure from the Kremlin, called the project off
after the SPD's Dortmund Party Conference.16 In 1966, there-
fore, Germany's attempts to extract itself from the immobilisme of
its policy toward the USSR were thwarted by the Soviet insis-
tence on a prior ratification of the status quo.

Whereas Soviet policy continued to criticize West Germany,
domestic political developments within the FRG led to a change
in government and in Ostpolitik. Erhard's cabinet resigned and
the Grand Coalition was formed. With CDU Chancellor Kurt
Georg Kiesinger at its head, the Grand Coalition gave the SPD
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its first role in government and the FDP left office. The crucial
appointment was Willy Brandt, who became foreign minister
and began to formulate a new Ostpolitik, one of geregeltes
Nebeneinander (regulated coexistence), attempting to seek a more
viable relationship with East Berlin and Moscow while at the
same time courting Eastern Europe and trying to ameliorate the
situation within the GDR. The SPD had always taken a more
flexible attitude toward Eastern Europe than had the CDU. The
essence of the SPD policy was "Wandel durch Annaherung"
(change through rapprochement), whose main theoretician was
Brandt's press chief, Egon Bahr. Enunciated by Bahr in 1963,
this policy called for more compromises with the USSR and the
GDR as a precondition for long-term change and eventual
reunification.17

In his first major speech, Kiesinger reiterated his gov-
ernment's desire for eventual reunification but said that Ger-
many would be willing to establish diplomatic relations with
Eastern European states (although not with the GDR).18 The
Hallstein Doctrine was finally abandoned when, in the first and
only major success of the new Ostpolitik, Bucharest and Bonn
established relations in January 1967, much to Moscow's dis-
may.19 In December 1967, Belgrade and Bonn reestablished re-
lations.

The establishment of diplomatic relations between the FRG
and Rumania represented the first major breach in East Euro-
pean solidarity on the German problem and was a significant
setback for Moscow. The USSR's response to this success of the
new Ostpolitik was to tighten cohesion within the Warsaw Pact.
At the Twenty-third Party Congress, Brezhnev revived the con-
cept of a European Security Conference, which had first been
advocated by the Russians in 1954. The Soviet plan was for-
malized in a declaration issued by the Political Consultative
Committee of the Warsaw Pact in Bucharest, appealing for a
European Security Conference in June 1966, and was reiterated
at the Karlovy Vary meeting of the European Communist par-
ties in April 1967, although the latter appeal was more defensive
than the former.20 By utilizing this approach, the Russians could
maintain their position that a European peace was desirable.
The Karlovy Vary Conference was partly convened as a re-
sponse to the new Ostpolitik, and Rumania and Yugoslavia re-
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fused to attend. The Karlovy Vary meeting issued a statement
implying that no other member of the Warsaw Pact would estab-
lish diplomatic relations with the FRG until the GDR was offi-
cially recognized.21

Foreign Minister Brandt's main initiative toward the USSR
was to begin discussions on the renunciation of force similar to
the proposals that Germany had made in the 1966 Peace Note.
The discussions seemed to be making progress when the Krem-
lin upped the ante and demanded a complete severance of
Bonn's ties with Berlin as a precondition for a renunciation of
force agreement.22 Moscow was sufficiently disturbed by the de-
stabilizing effects of Germany's overtures to Eastern Europe that
it saw no advantage in improving relations with West Germany.
Between January 1967 and the Soviet invasion of Czechoslo-
vakia, the FRG tried to maintain a precarious balance between
courting Eastern Europe and seeking a genuine reduction of
tensions with Moscow. Its many offers to negotiate were ulti-
mately rebuffed, and it was only after the invasion of Czecho-
slovakia that Bonn and Moscow were able to resume a more
productive bilateral dialogue.23 The renunciation of force talks
failed because Germany would not depart from its traditional
position on the need for German reunification and the non-
recognition of the GDR. Bonn conceived the renunciation of
force agreement as a means of reducing tension while keeping
open the status quo. Moscow, however, wanted to use these talks
as a means of securing German recognition of the status quo.24

Willy Brandt, in a Foreign Affairs article of 1968, claimed that
Germany's position on reunification had changed. It was now
prepared to wait until after a general settlement instead of mak-
ing reunification a precondition for a treaty with the USSR. He
also intimated that there would be compromises on the question
of the Oder-Neisse boundary and the role of the Russians in
West Berlin. However, the Soviets chose not to interpret these
sentiments as representing any genuine departure from the
policies of Adenauer.25

Throughout 1967 and 1968, Moscow repeated the same
theme: The FRG was dominated by monopoly capitalists whose
ideology was revanchism and militarism.26 Kiesinger's Ostpolitik
was no different from that of his predecessors,27 and a new
theme was added: The rise of the NPD (Neo-Nazi Party) showed
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that Nazism was once again a real danger in the FRG. In 1966
and 1967, the NPD won more than 8 percent of the vote in local
elections and seats in the Landtage.28 While the Russians were
taking this uncompromising stand toward the FRG, events in
Czechoslovakia were preoccupying the Kremlin, and the Sino-
Soviet split increased the possibilities of polycentrism.

In the months preceding the invasion of Czechoslovakia, the
Soviets pursued a dual policy toward West,Germany. On the one
hand, they established a common front with the GDR and Po-
land to counter Bonn's overtures to Eastern Europe. On the
other hand, the USSR also pursued a bilateral policy of seeking
to preempt the West German Ostpolitik by entering into renun-
ciation of force talks.29 In a speech to the Supreme Soviet in
June 1968, Foreign Minister Gromyko, while criticizing Bonn's
Ostpolitik, reiterated the Soviet willingness to discuss renuncia-
tion of force.30

Soviet-West German relations deteriorated in the months
preceding the Warsaw Pact invasion of Czechoslovakia. Im-
mediately after the invasion, the USSR cited West German activ-
ities in Czechoslovakia as one of the main reasons behind the
Czech appeal for Soviet "fraternal assistance."31 Although this
explanation for the invasion was undoubtedly an ex post facto
rationalization of actions determined largely by the internal situ-
ation in Czechoslovakia, there was a series of developments in
FRG-Czech relations under the Dubcek government that were
perceived as a threat to the stability of the Warsaw Pact and a
challenge to Moscow's vital interests. Political relations between
the two countries began to improve, with high-level visits by
West German politicians to Prague. In their Action Program of
April 1968, the Czech reformers took a more flexible stand on
the FRG, supporting improved relations with "realistic" forces
within West Germany. Nevertheless, both Kiesinger and Brandt
were careful to avoid the impression of being too enthusiastic
about developments in Prague.32 In the aftermath of the inva-
sion, the USSR claimed that it had the right, under articles 53
and 107 of the UN Charter, to invade West Germany should it
deem it necessary for its security.33 The West Germans strongly
contested this allegation, but nevertheless it was a sober remind-
er of the FRG's vulnerability in Europe.34 The Dubcek regime,
the Soviet argument went, was encouraged by the FRG to break
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away from the USSR and join the revanchist Bonn drive.35 This
was particularly serious because Czechoslovakia was a vital
"Northern Tier" state, a buffer between the FRG and the rest of
Eastern Europe. Moreover, it was the only socialist state border-
ing the West without Soviet troops and therefore was solely re-
sponsible for its defense. Any defection of Czechoslovakia would
have split the Warsaw Pact in two, although Dubcek, unlike
Nagy in 1956, never tried to leave the Warsaw Pact. There is,
needless to say, little evidence that the Germans were trying to
wrest Czechoslovakia away from the Soviet bloc, although there
were certain economic contacts that might have caused some
anxiety to the USSR.

Not only were political developments perceived to threaten
Moscow's interests; economic contacts between Bonn and
Prague intensified during this period, leading to later Soviet
charges of West German economic "penetration'* of Czecho-
slovakia. The FRG and Czechoslovakia had finally signed a trade
agreement in August 1967, after previous impasses over the
inclusion of a Berlin clause. An important aspect of economic
reform under Dubcek was a more flexible foreign trade policy
and the search for more Western credits to improve the perfor-
mance of the ailing Czech economy. In June 1968 various West
German banks conducted talks about credits with Czech offi-
cials. In July, the president of the Federal Bank (Bundesbank),
Blessing, ignoring Chancellor Kiesinger's advice, went to Prague
and discussed the possibility of a $500 million loan to Czechoslo-
vakia.36 In retrospect, the nature and extent of German-Czech
economic contacts do not appear to have posed any real threat of
Czech economic dependence on the FRG; however, the active
economic dialogue between the two countries was a further proof
to Moscow of the dangerous effects of the new Ostpolitik.

The real motivation behind the Soviet invasion of Czecho-
slovakia had more to do with domestic developments within
Czechoslovakia and with their implications for Eastern Europe.
The USSR feared a loss of control over Czechoslovakia. More-
over, the potential attraction of the Czech liberalization move-
ment and its model of Czech socialism threatened to destabilize
not only the GDR and Poland but also the Soviet Ukraine, and
ultimately to undermine Soviet hegemony in Eastern Europe.
The Russians were terrified of losing control over Czech party
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cadres and the German threat was a convenient justification,
although it did not provide the main Soviet explanation for the
invasion.37 Nevertheless, although the accusations against Ger-
many were only an excuse, the Soviet invasion of Czechoslo-
vakia was a substantial defeat for the Ostpolitik that Bonn had
been pursuing since 1963. West Germany's overtures toward
Czechoslovakia and the rest of Eastern Europe prompted
Moscow to reassert its control over its sphere of influence.
Bridge building in Eastern Europe had backfired on Germany.

Ironically there is a sense in which the more flexible
Kiesinger-Brandt Ostpolitik did influence Czech developments.
It was not the threat of German revanchism but exactly the
opposite - the German desire for rapprochement with Eastern
Europe - that provided the less threatening international envi-
ronment in which the Dubeck reform movement could flourish.
It would have been more difficult for the Czech intelligentsia to
embark on a reform program faced with an implacably hostile
West German policy. The Soviet disquiet with the Prague spring
was reinforced by constant pressure from East Berlin to adopt a
harsher policy toward Bonn. Ultimately, although the invasion
was a reflection of Moscow's weak position in Eastern Europe, it
facilitated the creation of a stable environment in which the
Kremlin would move toward rapprochement with Bonn.38

It was evident by the fall of 1968 that Bonn's Ostpolitik had
ended in a cul-de-sac. During the years 1964-68, Bonn also un-
successfully attempted to use the promise of economic benefits
to wrest certain political concessions from the Russians.

Soviet-West German economic relations

Between 1963 and 1966, Germany's trade position vis-a-vis the
USSR worsened (see Table 4). Although Germany remained the
biggest NATO trader with Eastern Europe as a whole, it lost
position in terms of its total share in the Soviet market (see Table
5). The most striking feature in this period was Germany's grow-
ing negative balance of trade with the USSR. Whereas in 1961 it
had had a positive balance with the USSR, its negative balance
grew steadily until 1966, and only in 1969 did its exports to the
USSR exceed its imports from Russia (see Table 4). Machinery
and ships remained the most important German exports to the
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Table 4. West German trade with the USSR, 1961-9 (in millions
of US dollars)

1961
1962
1963
1964
1965
1966
1967
1968
1969

Imports
cif

142.9
186.8
163.7
170.4
210.5
245.3
264.8
292.3
334.2

Exports
fob

204.0
206.8
153.6
193.6
146.5
135.3
198.0
273.4
405.7

Total

346.9
393.6
317.3
364.0
357.0
380.6
462.8
565.7
739.9

Balance

+ 61.1
+ 20.0
- 10.1
+ 23.2
- 64.0

- 110.0
- 66.8
- 18.9
+ 71.5

Source: United Nations, Yearbook of International Trade Statistics (New
York, 1963, 1969).

USSR, whereas petroleum products and wood products were
the largest Soviet exports.39

The reasons for this pattern of trade were both political and
economic. The pipe embargo and the lack of a trade agreement
were factors hindering the development of German-Soviet
trade. Domestic Soviet economic difficulties also had their ef-
fects. After the disastrous harvest of 1963, the USSR found it
more difficult to pay for Western imports.40 One reason other
Western countries were able to increase their trade with the
USSR at the expense of the FRG was that they offered more
favorable credit terms (see Table 6). The Soviets were changing
their import pattern and emphasizing the purchase of entire
production plants on long-term credits from the West.

One of the most significant determinants of Soviet foreign
trade in the period following 1963 was the Russian need to ac-
cumulate hard currency after spending a large proportion of
their hard currency on the purchases of wheat. To counter the
deficit, the Soviets took a series of steps to increase exports and
decrease imports, selling large amounts of gold as a subsidiary
measure. The Russians increased their sales of petroleum, and
the pattern of their imports changed. After 1966, when the need
to buy wheat diminished, machinery imports, which had fallen
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Table 5. FRG-Soviet trade as a percentage of total Soviet
trade, 1958-68

1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968

Total foreign trade
(million rubles)

7,782.4
9,462.6

10,071.1
10,643.3
12,136.1
12,898.1
13,876.2
14,609.7
15,078.6
16,370.1
18,039.9

Trade with the FRG
(million rubles)

124.0
188.4
286.2
268.3
304.9
252.1
290.0
248.5
292.3
319.1
393.9

% o f
trade

1.59
1.99
2.84
2.52
2.51
1.95
2.08
1.70
1.93
1.95
2.18

Source: Roger A. Clarke, Soviet Economic Facts, 1917-1970, pp. 44-5
(London: Macmillan, 1972).

since 1962, began to increase.41 At the Twenty-third Party Con-
gress, Kosygin called for "a reappraisal of the role of foreign
trade," and there was an obvious concern to increase its effec-
tiveness.42

In September 1965, the USSR introduced a series of economic
reforms that Kosygin announced at a Central Committee
Plenum in 1965.43 Based on the theories of economist Evsei
Liberman, they sought to modify the innovation-averse, overly
centralized Stalinist economic system, in which performance was
judged by the ability to fulfill quantitative output targets, and
the erratic Khrushchev system of Sovnarkhozy (regional eco-
nomic councils). Profit and quality were now to form part of the
criteria for judging performance, and although more authority
was placed in the hands of central ministries in Moscow, there
was an attempt to decentralize and encourage more initiative at
local management levels. Less far-reaching than similar eco-
nomic reforms introduced in other East European countries,
these reforms were never widely implemented in the USSR.
Moreover, despite their flexible nature, these Kosygin reforms
did not go far enough in encouraging viable decentralization
and more innovation.44



Table 6. Soviet trade with the FRG compared to Soviet trade with other Western countries (in millions of rubles)

West Germany
Great Britain
France
Italy
Finland
Japan
U.S.
Canada
Australia

1960

286.2
270.5
183.3
173.7
264.1
123.9
76.1
13.7
31.6

1961

268.3
319.5
179.9
203.6
251.0
161.6
67.5
45.3
26.6

1962

304.9
296.6
214.6
207.0
355.9
232.9
40.0
4.7

27.1

1963

252.1
310.4
157.0
245.5
384.5
260.4
47.4

160.4
53.6

1964

290.0
307.6
157.6
209.5
349.6
322.1
164.3
296.5
123.3

1965

248.5
398.8
202.4
224.7
408.3
326.1
89.2

240.0
92.1

1966

292.3
449.0
261.4
225.5
426.7
416.6

99.0
324.8

35.2

1967

319.1
450.5
299.6
348.3
461.9
466.8

91.7
147.0
18.6

1968

393.9
575.7
388.4
396.5
458.9
518.6
89.5

131.2
36.9

Source: Vneshniaia Torgovlia SSSR za 1961-1968 god (Moscow: Izdatel'stvo Statistika: 1964, 1967, 1969).
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Whereas in the other Eastern European countries the eco-
nomic reforms of the 1960s had considerable impact on the
conduct of foreign trade, the Soviet economic reforms appear to
have had little influence in the foreign trade sector, which re-
mained highly centralized.45 Despite the Soviet leaders' obvious
reluctance to permit decentralization of the foreign trade sector,
or to introduce a more flexible price structure in foreign trade,
the concern to improve foreign trade performance was evident
at the Twenty-third Party Congress. Kosygin said:
In the past five years, foreign trade has helped us to solve a number of
important national-economic tasks. However, we are not yet making
adequate use of the possibilities offered us by the development of for-
eign economic relations.

The time has come to evaluate the role of foreign trade in a somewhat
different way. Workers in the foreign trade organizations frequently
shut themselves up in their own sphere, failing to give sufficient consid-
eration to the fact that their entire activity should be subordinated to
the task of raising the effectiveness of the national economy as a
whole . . . [W]orkers in industry often regard foreign trade as some-
thing secondary. This totally incorrect view must be changed, and busi-
nesslike contacts between industry and foreign trade must be
strengthened.46

Although the Soviet Union continued to exchange raw materials
for the products of Western technology, Soviet writers stressed
the USSR's potential as an exporter of high-quality industrial
goods. However, throughout this period the pattern of trade
with the West reflected little Soviet success in selling more
finished goods to the advanced capitalist countries.47

In their comments on trade with the FRG - which were rela-
tively scarce in this period - Soviet writers emphasized their
willingness to increase trade with the FRG but pointed out that
"trade relations [between the USSR and the FRG] are charac-
terized by complications and tensions connected with the dis-
criminatory policies implemented by the West German govern-
ment."48 Russian authors also continued to distinguish between
the German government, which followed the U.S. lead in impos-
ing the strategic embargo, and the German business community,
which favored more trade with the USSR. Indeed, one scholar
claimed that the Ostpolitik under the Grand Coalition was
primarily an economic search for new markets.49

The position of the West German government on trade with
the USSR in this period remained somewhat inflexible. Al-
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though the Schroeder policy of offering economic incentives to
Eastern Europe in return for a loosening of the ties that held the
Soviet bloc together continued, German economic policy toward
the USSR remained more rigid. The Federal government main-
tained that it would do nothing further to discourage trade with
the USSR, but on the other hand, it would do nothing to al-
leviate the competitive disadvantages from which German in-
dustry suffered in its trade with the USSR. The perceived need
to heed U.S. policy in the area of East-West trade was still one of
the most significant determinants of German economic relations
with the USSR. However, it was West Germany that insisted
that the pipe embargo be lifted in November 1966. Only after
NATO had formally lifted the embargo did the FRG permit its
firms to sell pipe to the USSR. The furthest that the FRG was
prepared to go was to pressure the United States to modify its
policies so that Germany could follow suit.50

Certain sections of the German business community, however,
continued to decry the government's restrictive policies on
Soviet trade. Indeed, in this period, business opposition to the
government's policies grew more vociferous and organized itself
around certain concrete issues that gave the opposition a more
coherent focal point. The Ostausschuss and prominent busi-
nessmen such as Krupp Managing Director Berthold Beitz acted
as coordinators between government and industry to some de-
gree, yet ultimately the Ostausschuss represented the interests of
business rather than government. Most large steel, chemical,
and shipbuilding concerns continued to lobby for increased
trade with the USSR. Krupp, which had built numerous chemi-
cal factories in the USSR, became the first Western firm to have
its own permanent representative in Moscow, although two
years later the bureau was closed amidst increased Soviet prop-
aganda against the firm.51

The 1961 trade agreement had expired in 1963, and the
Soviets stalled negotiations on another treaty. The Federal gov-
ernment had informed Moscow in April that the old commodity
lists would be valid up to mid-1964 and not, as originally re-
quested by the Soviets, until the end of 1964. Meanwhile, Ger-
man businessmen had begun unofficial preliminary talks with
Soviet officials on improved trade relations.52 In November, the
Foreign Ministry announced that it had offered to begin talks
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with Moscow.53 It is instructive to recount the opinion of a prom-
inent CDU MdB, (Member of the Bundestag) Kurt Birrenbach,
whose firm, Thyssen, did a significant amount of trade with the
USSR:
The motive behind the desire to conclude a trade agreement with the
Soviet Union is political in nature . .. The Federal government hopes
to activate the interest of the Soviet Union in an exchange of goods with
the Federal Republic, and in the long run to create a basis which will
make it possible to discuss questions of vital interest to the nation: the
division of Germany.54

Throughout 1965, the Soviets refused to begin negotiations
unless the FRG gave up insisting on the inclusion of a Berlin
clause. As we have seen in Chapter 4, the inclusion of West
Berlin explicitly in any such treaty was an important symbolic
political statement for the West Germans. However, the Soviets
informed the Germans that they would not explicitly include
West Berlin in a trade treaty.55 The perceived necessity to con-
clude a new trade agreement with the Soviets was important
enough to influence Foreign Minister Schroeder to attempt to
find a compromise formula. In a series of confidential
memoranda, Schroeder proposed altering the 1952 convention
whereby every treaty that the FRG signed contained a specific
Berlin clause. Instead, the FRG would make a one-time general
declaration, valid universally, that West Berlin was part of any
agreement concluded between the FRG and any other power.
The purpose of this was to prevent embarrassment for East
European states every time they concluded trade treaties with
the FRG, so that they would not appear explicitly disloyal to the
GDR. However, the problem was that West Berlin was also gov-
erned by the Allied powers, and the Schroeder formula proved
unacceptable to them.56 The Soviets would not sign a trade
treaty unless political issues were divorced from the negotia-
tions. Furthermore, they demanded long-term credits and a
clause promising compensation if a situation similar to the pipe
embargo were to recur to be included in the treaty.

The political importance that the Germans attached to the
trade treaty was demonstrated when the Bonn government used
the occasion of an economic event in Moscow to send the
highest-level German politician to the USSR since Adenauer's
visit in 1955. In September 1965, there was a large International
Chemical Fair in Moscow, in which 153 West German firms and
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2,000 businessmen took part. The German government had de-
cided to send Karl Carstens, state secretary at the Foreign Of-
fice, to Moscow, ostensibly to preside at the "German Day" in the
chemical exhibition. Carstens expected to discuss German-
Soviet economic and political relations with the Soviets, and they
expressed a willingness to hold talks.57 The Carstens visit was the
brainchild of Schroeder, who could have sent Secretary Lahr,
the man responsible for economic questions at the Foreign
Ministry. However, Schroeder decided that the economic occa-
sion of the fair could be used for both political and economic
benefit.58

Carstens apparently offered the Soviets a new trade agree-
ment for two to five years that included long-term credits.59 In
view of Bonn's past stand on credits, this was a major change.
Carstens's plan was supported by the head of the Ostausschuss,
who in a Moscow press conference said:
Trade can also continue without a trade treaty. But in Germany we
believe that the conclusion of a new treaty will bring great advantages to
both sides. The Federal Republic supplies mainly capital goods for the
machine building industry to the Soviet Union which require long de-
livery times. For this reason a long-term treaty would offer both sides
greater security.60

Despite the relatively friendly atmosphere of the talks, the
Carstens visit produced no changes in Soviet policy. The eco-
nomic carrots offered were not enough to offset the Soviet
commitment not to include West Berlin in a trade treaty.

As Germany's trade balance with the USSR worsened and
pressure from industry continued to mount, Bonn persevered in
its attempts to begin trade negotiations. The Soviets finally re-
lented. Before the talks began, German industry spokesmen ap-
pealed to them to conclude a trade agreement because it would
lead to longer-term economic relations.61 Both the government
and industry wanted the trade agreement because it was eco-
nomically desirable, and officials in Bonn expressed "cautious
optimism" about the results. The FRG government realized that
the Russians would not accept any written Berlin clause, but
apparently they hoped that a compromise similar to that of 1961
could be arranged. Bonn also hoped to introduce new quota lists
that would enable the Germans to increase their exports and
redress their negative trade balance. The talks lasted for nine
days and were conducted in a "friendly" climate. The chief point
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at issue was the Soviet desire to increase its export quotas for
cotton and some chemicals and the question of German import
liberalization. The Berlin problem was apparently not men-
tioned because the Soviets had refused to discuss it. The Soviet
press, however, gave no coverage to the meetings, which were
adjourned because the Russian team had to go to Finland to
negotiate. Finally, because of the Bonn government crisis in
November 1966, the Germans postponed the next round of dis-
cussions until a new government had taken office.62

The Grand Coalition, with its more active economic
Ostpolitik, continued to press for the conclusion of a trade
agreement. Willy Brandt recognized that one problem in the
trade negotiations was the question of liberalizing imports.63 In
March 1966 the previous government had liberalized 60 percent
of its imports of goods from Eastern Europe, but most of these
import liberalizations had not applied to Soviet goods.64 Brandt
promised to relax some of the West German import restrictions
on Soviet goods, particularly on oil products, timber, ores, and
furs.65 In January 1967, the new government had offered fur-
ther liberalization of imports, but the Soviets countered by de-
manding full liberalization or nothing.66

Whereas both German government and industry pursued a
consistent policy of seeking to conclude a trade agreement with
the USSR, Soviet behavior was erratic. Initially, the Soviet am-
bassador in Bonn, Semyon Tsarapkin, called for greater trade
between the USSR and the FRG, but only if German import
regulations were liberalized and the Berlin clause dropped. The
Soviet attitude was expressed in an interview that two Soviet
officials gave to German correspondents in which they said that
the USSR would be pleased to conclude a new trade agreement,
but it could also live without trade with the FRG.67

In their daily contacts with German businessmen, the Soviets
were enthusiastic about concluding deals. However, in their pub-
lic pronouncements they went so far as to deny that any eco-
nomic relations existed between the two countries.68 The con-
tradictory Soviet attitude toward trade with the FRG crystallized
when Soviet Foreign Trade Minister Nikolai Patolichev an-
nounced that the USSR was no longer interested in concluding a
trade agreement with the FRG. Harking back to the pipe em-
bargo, he pointed out that the FRG was not a reliable trade
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partner and that the USSR's trade relations with Finland, Japan,
and Western Europe were developing well. According to some
commentators, the Russians wanted to secure freer import regu-
lations from Germany so as to accumulate a hard currency
surplus, which they would then spend elsewhere in Europe.69

The Soviet-West German conflicts over concluding a trade
agreement illustrate several dimensions of the complex web of
economic and political means and ends. A new trade treaty was
perceived as part of Schroeder's policy of improving ties with
Eastern Europe. The Soviets had the superior bargaining
power, because the Germans were more interested in a trade
treaty than were the Russians, and the latter could manipulate
the situation within the agenda initiated by the FRG.

The Germans, it emerged, were increasingly willing to make
some economic compromises - particularly on the credit issue -
in order to secure the trade treaty, but they were not willing to
make any major political concession on the Berlin clause, other
than suggesting more general formulas for essentially the same
principle. On the issue of the desirability of a trade treaty, gov-
ernment and business were more or less agreed. Because most of
the other Eastern European countries had accepted Berlin
clauses in their trade treaties with the FRG, the Berlin issue had
become a symbol to the Soviets of Schroeder's successful
Ostpolitik, which they saw as a direct threat to their control over
Eastern Europe. This is why they were more intransigent on the
Berlin clause in 1966 than they had been at the height of the
crisis in 1961. Any compromise on that issue would have ap-
peared as a major victory for Germany's Ostpolitik. Perhaps if
the FRG had offered more attractive economic terms and the
economic benefits had clearly outweighed the political payoffs,
the Soviets might have accepted the treaty. However, the longer
the negotiations dragged on, the more the Germans could have
represented the ultimate conclusion of a treaty as a symbolic
victory.

West Germany and the "credit war"

A major issue of contention between the FRG and the USSR was
the credit question. Since the founding of the Soviet state, the
question of whether to grant credits to the USSR had been one
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of the most heated controversies in East-West trade. Before the
Second World War, Germany had been the first country to grant
medium-term commercial credits to the USSR, and other Euro-
pean countries followed suit.70 After the end of the war, the
United States prohibited the granting of long-term credits to the
USSR in the 1952 Battle Act, and until 1958 this pressure was
quite effective.71 However, the Soviets in 1958 made a concerted
effort to obtain medium- and long-term credits to finance im-
ports of capital goods. Their first success was a British credit for
five years, followed by a German bank credit.72 The Soviets
stepped up their efforts to gain more long-term credits as they
intensified their drive to import advanced technology, in par-
ticular the construction of chemical plants and methods of im-
proving their agriculture. In 1964, they published one of Lenin's
last letters justifying the use of Western assistance to help build
up the Soviet economy, to give ideological legitimacy to their
demands for increased technical ties with the West.73 A later
Soviet article explained that "the Soviet Union has always con-
sidered and considers that the granting of credits on mutually
advantageous terms is a normal phenomenon in international
trade; however, the terms of credit must be determined directly
by the trading partners."74 Given their shortage of hard cur-
rency and their desire to import complete installations, plants
and other costly processes, the Soviets have consistently sought
Western credits and since the fifties have not debated the
ideological justification of taking capitalist money and paying it
back with interest.

In the wake of the cold war, however, the Western countries,
led by the United States, regarded the granting of credits as
politically inadvisable. The foremost argument against credits
was that they constituted a form of aid, and one should not aid
one's political enemy. Additional arguments were that by giving
credits for use in the civilian Soviet economy, the West would
enable its adversary to free its resources for use in other parts of
the economy - notably the military sector. Thus, credits would
eventually enable the USSR to become a more formidable mili-
tary foe.

International efforts to coordinate export credit practice
antedate the cold war, going back to the formation of the Union
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d'Assureurs des Credits Internationaux, or the Berne Union,
which was founded in 1934. The rules of the association amount
to no more than a gentlemen's agreement without binding legal
force. However, until 1958, the eighteen Western member coun-
tries agreed that commercial credits to the East should be limited
to five years and be subject to an initial cash down payment of at
least 20 percent of the purchase price. This was to prevent cred-
its from becoming a source of financial aid.75 In the United
States, the five-year credit limit was written into law by the
Johnson Act of 1934, although the U.S. government had never
guaranteed any credits to the USSR.76 However, the Berne
Union has not been the main policy-making body to decide on
credit restrictions against communist nations, but was rather
used as an instrument for a policy that was decided by NATO.77

Certainly, the Soviets claimed that it was NATO, led by the
United States, that set the credit limits.78

West German credit policy toward the USSR was very restric-
tive prior to the Erhard regime. Despite the Berne Union rules
permitting up to five-year credits, the government had refused
to insure any credits to the USSR. Although the private sector
was permitted to grant credits, in the absence of government
backing for credits German industry was unable to guarantee
substantial loans. German credits were insured through the
Hermes Kreditversicherung AG, a private company that issues
export guarantees on behalf of the German government and
also operates as a credit insurer for its own account.79 Until
1964, the express permission of the Bonn government (as op-
posed to the Lander authorities) was required for medium cred-
its to all socialist countries. In 1959, the Soviets had requested
West German credits, but only very limited facilities had been
made available, although there were some bank-to-bank cred-
its.80 In general, the German position was similar to that of the
United States. Because long-term credits were a form of eco-
nomic aid, credits should not be granted in the absence of Soviet
political concessions. Bonn also feared the possibility of a credit
war between the Western states if there were no explicit rules on
credit.

There are indications that Germany's credit policy, although
initially determined by the United States, contained elements of
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independent formulation. In 1951, the United Kingdom had
established a system of financial guarantees via the Export
Credit Guarantee Department designed to provide long-term
insurance and subsidized rates of interest for major projects such
as plant and machinery installations in the USSR. Britain's ad-
verse balance of trade with the USSR encouraged the govern-
ment to take steps to liberalize credit policies toward the USSR,
and the motivation seems to have been largely economic.81 Ger-
many became alarmed that other Western countries would
break the Berne rules and that the FRG would be at a competi-
tive disadvantage if it did not liberalize its own credit rules. Ac-
cordingly, in July 1963, the FRG proposed to the Economic
Committee of NATO that the members of NATO harmonize
their trade policies toward the East in the spheres of credits,
patent rights, and artistic and literary property.82 The FRG's
proposals were discussed at a NATO meeting in November, with
the United States insisting that the Berne rules be observed. The
U.S. government was concerned "to obtain NATO support for a
resolution that would prevent a credits race."83 However, the FRG
and the United States were ultimately defeated because of British
resistance. The British argued that credits would facilitate the
employment of British workers to build plants for Russia, and
the USSR was much more likely to repay credits than were other,
less developed countries. It was also pointed out that there was a
logical inconsistency in permitting wheat sales to the USSR but
refusing to give credits, which were a less overt form of aid.84

The more pragmatic British approach found support in France
and Italy. By 1964, French banks had extended credits totaling
$322 million on ten-year terms to the USSR; the British pro-
vided $278 million on fifteen-year terms; and the Italians in
1966 extended $367 million in credit for the construction of a
Fiat plant in Togliattigrad with a fourteen-year maturation.
Needless to say, the USSR applauded these decisions.85

Throughout the sixties, the FRG government made repeated
calls for the coordination of Western credit policies through
NATO and the EEC in order to limit the amount and duration
of credits that other Western countries were granting to five
years, as the Berne rules had originally envisioned.

At various times, the FRG government tried to use the EEC
forum to work out a common credit policy.86 At a meeting to
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discuss trade with the East, an official voiced skepticism about
the ability of the EEC to unify its policies:
Without a coordination of credit policies a common trade policy of the
EEC towards the state trading nations is neither possible nor desirable.
Through Britain's and the prospective or already negotiated long-term
credits granted by France and Italy, the chances for a unified credit
policy towards the Eastern bloc have been sharply reduced.87

Even if the FRG had been able to unify government credit
policies, however, the problem of controlling private credit in-
surance remained, making it impossible to ensure that both
Western governments and banks would adhere to a five-year
rule.88

The Federal government therefore pursued two strategies in
its attempt to prevent the granting of long-term credits to the
USSR. It tried to influence other countries, and it began to
reappraise its own policies. Bonn also tried bilateral pressure to
prevent German firms from being at a competitive disadvan-
tage.

As soon as he took office, Erhard make it clear that he would
not offer long-term credits to the USSR until the Russians had
abandoned their "irreconcilable attitude towards Germany."
This viewpoint was reiterated throughout the first half of 1964,
when the other Western European countries were changing
their credit rules. "Nothing should be done to strengthen the
Soviet Union either economically or militarily," because the
USSR was in a difficult economic situation. If the USSR would
not make political concessions, why give it economic assistance?89

Because the USSR was a supposedly developed state, which itself
gave credit to the Third World, why should it receive low-
interest credits from the West?90 However, Foreign Minister
Schroeder admitted that the offer of short-term credits to East-
ern Europe (up to five years) "could possibly contribute to the
improvement of West Germany's relations with these nations
and also strengthen their national independence from Moscow
or Peking."91 Thus, although the German government de-
fended the use of credit denial toward the USSR, it favored the
positive use of credits as an incentive for Eastern European
polycentrism.

The Erhard cabinet was eventually forced to make some con-
cessions in the wake of the British and French deviations from
the Berne convention and the pressure from industrialists that
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followed. In August 1964, the government repealed a 1955 edict
and authorized the Lander governments and not Bonn to grant
permits for suppliers' export credits to the USSR for periods of
up to five years according to the Berne Union rules. Until then,
companies granting such medium-term credits were forced to
seek special government authorization. However, the effect of
this partial liberalization was meager because the government
still refused to sanction guarantees for these credits, and private
export insurance was extremely expensive.92 This decision on
the Lander therefore did nothing to alter the situation by which
the USSR was eligible for only six-month guaranteed credits.

Finally, in March 1965, the government announced that it
would underwrite through Hermes commercial exports to East-
ern European and Soviet purchasers for five years. In some
cases, it would support export contracts specifying repayment in
up to eight years. Thus, the problem of guaranteeing medium-
term export credits to Eastern Europe was finally solved. A
spokesman admitted that the government had changed its policy
after failing to persuade its Western allies to join in a common
position on credit. The Grand Coalition government that suc-
ceeded Erhard was equally intransigent on long-term credits to
the USSR, although it was marginally more liberal in its credits
to Eastern Europe.

The government faced continuous and growing opposition
from many sections of the business community on its credit pol-
icy. The business community consistently argued for the grant-
ing of credits within the Berne Union rules. Moreover, some
businessmen were apparently convinced of the political payoffs
that the granting of credits might yield. Throughout 1964, there
were persistent rumors that a group of prominent West German
industrialists, some from Berlin, were pressuring the govern-
ment to approve of a vast multi-billion-dollar West German
credit loan program to the USSR for up to thirty years, in return
for which the Russians would reconsider their reunification pol-
icy. Apparently, the plan was to grant the Russians credits and
technical know-how in special fields, a sort of super Marshall
Plan for the East. These plans, formulated before Khrushchev
was scheduled to visit the FRG, were based on the premise that
the Soviet first secretary's deteriorating relations with Ulbricht
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would influence him to accept the credits and make concessions
at the expense of the GDR.93 According to an Economics Minis-
try spokesman, there were a few prominent West Berlin indus-
trialists who attempted to bring the chancellor around to their
view, but he refused.94 Moreover, in 1966, the then head of the
CDU parliamentary caucus, Rainer Barzel, had proposed pur-
chasing German reunification by increasing intra-German
trade.95

The majority of businessmen, unlike the few cited previously,
urged that credits be given for the simple economic reason that
German industry was at a disadvantage compared to French,
British, Italian, and Japanese firms.96 Moreover, it was clear to
them that the Russians would rather go without export credits
than make any political concessions. The BDI changed its posi-
tion and called for government guarantees on medium-term
export credits to the USSR - that is, within the Berne Union
rules. Moreover, after the pipe embargo, the Ostausschuss
wanted to include in any credit guarantees insurance against
another possible embargo. An Ostausschuss petition to the gov-
ernment in December 1964 spelled out this request in detail.97

The Bundestag foreign trade committee recommended gov-
ernment backing for credits, as did the Free Democrats. Krupp
was particularly persistent in its demands for a liberalization of
credit rules, arguing that problems of financing East-West trade
were becoming more urgent.98

It is undeniable that the government eventually compromised
on guaranteeing five-year credits because of pressure from in-
dustry. Nevertheless, in view of the fact that France, Britain, and
Italy were already granting long-term credits, the FRG gov-
ernment's compromise on medium-term credits did not repre-
sent a major victory for industry. It is also unlikely that the
Federal government would have yielded to business pressure
had that not coincided with its own political interests. The
Schroeder policy of movement toward Eastern Europe enabled
the government to justify the granting of medium-term credits
to the USSR, a policy that would have been impossible under the
Adenauer regime. Nevertheless, the Russians were not satisfied
with this compromise and utilized the credit issue to justify their
reluctance to increase their economic relations with the FRG.
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Trade and politics in the 1960s

The main determinant of Soviet-West German trade relations in
the mid-1960s was the unstable situation in Eastern Europe and
the deteriorating German-Soviet political relationship. Trade
and politics were often inseparable because the political situation
inevitably influenced economic relations. Given the asymmetry
between the economic and political stakes involved in bilateral
German-Soviet relations, linkage was not effective in this
period. In the presence of overwhelming political exigencies for
the Kremlin, the economic dimension of relations receded into
the background. The German economic initiatives were met
with a negative Soviet response because the Kremlin was preoc-
cupied with other issues.

Bonn's chief concern during this period was to pursue a more
flexible Ostpolitik toward Eastern Europe, using economic in-
centives, and to increase political contacts without recognizing
the status quo. However, this trade policy was not intended for
the USSR, to which the FRG already had given diplomatic rec-
ognition. So as not to exacerbate Soviet fears of Bonn's exploit-
ing East European polycentrism, the FRG used mild trade incen-
tives to assuage Soviet doubts, and in this sense the repeated
offers to conclude a trade treaty were symbolically important.
However, this positive economic leverage was too insignificant to
secure any Soviet political concessions, particularly over Berlin.

The Soviet Union's response to West German linkage policies
was determined by the challenge of Bonn's Ostpolitik. Whereas
Soviet economic needs in this period dictated closer economic ties
with West Germany, the political need to control responses to
Schroeder's and Brandt's Ostpolitik overrode economic consid-
erations. The central Soviet preoccupation was to contain the
changes taking place in Eastern Europe and to counter the in-
stability caused partly by Bonn's conciliatory Ostpolitik and
exacerbated by the establishment of German-Rumanian diplo-
matic relations. In the trade treaty negotiations, the economic
incentives offered by the FRG were not enough to offset the
political concessions that the Germans demanded. Had the
Germans offered to rewrite their import quotas - in other
words, had the economic incentive been great enough - the
Soviets might have made a concession on Berlin. The German
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attempts to secure a political compromise on Berlin in return for
granting the Soviets more attractive credit terms in the trade
treaty failed because the political stakes proved too high for the
Soviets and the economic recompense too meager.

The failure of the Germans to elicit any significant political
concessions from the USSR through the use of economic levers
in the mid-1960s was the result of the discrepancy between the
economic incentives offered and the political concessions de-
manded. The invasion of Czechoslovakia indicated the irrecon-
cilable contradictions of the Ostpolitik of Erhard and Kiesinger.
This impasse was resolved only when the rules of the game were
changed, that is, when the political and economic stakes, the
parameters of politicization, and the uses of linkage were altered
by the Ostpolitik of the Brandt administration.



Brandt's Ostpolitik and the Soviet
Response: 1969-1970

In my opinion, Germany will not rise again and will not be able to
maintain herself if she fails to find an adjustment with the East as well as
the West, regardless of an East or West orientation.

Willy Brandt, 19491

The Soviet-West German Renunciation of Force Treaty of Au-
gust 1970 symbolized the waning of the cold war, the settlement
of the unfinished postwar agenda, the inauguration of the de-
tente era, and the achievement of a modus vivendi on the Ger-
man question. Twenty-five years after the German surrender in
the Second World War, the USSR and the FRG had accepted the
reality of the European boundaries. However, whereas Moscow
wanted a ratification of the status quo in order to make it more
permanent, Bonn agreed to accept the status quo in order ulti-
mately to change it.2 Previous German Ostpolitiks were pursued
within the framework of Germany's looking to the United States
to define its policy. Under Chancellor Willy Brandt, however,
Ostpolitik became more autonomous. After 1969 the United
States ceased to determine the parameters of the German-Soviet
relationship, and this altered the Kremlin's perceptions of the
Federal Republic and the environment in which linkage could be
used. The Soviet-West German rapprochement was possible be-
cause both sides modified their previous policies, although un-
doubtedly Bonn reoriented its policy more than did Moscow.
Brandt's Ostpolitik represented a German acceptance of Soviet
proposals. Moscow appreciated that because Bonn had redi-
rected its Ostpolitik, it would be possible to permit some rap-
prochement between Eastern Europe and West Germany while
maintaining Soviet control and minimizing societal instability
that might result from an easing of tensions in Eastern Europe.

154
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Although the Russians made some concessions in their
Westpolitik, the architect of the German-Soviet rapprochement
was undoubtedly the FRG, and in particular, Willy Brandt and
Egon Bahr.3 Brandt, the exile from Nazi Germany, whose views
on Ostpolitik derived from his experience governing a divided
Berlin, had for some years advocated a more flexible policy toward
the East.4 As mayor of Berlin, he adopted tough policies toward the
USSR and the GDR that resembled those of his opponent, Kon-
rad Adenauer, more than those of many of his SPD colleagues.5

However, he developed a more conciliatory policy toward the
USSR on becoming foreign minister in 1966. While reaffirming
the primacy of the NATO alliance Brandt stressed that "for me,
there is no separation between Westpolitik and Ostpolitik.
What is called German Ostpolitik is for me only viable against
the background of the Atlantic Alliance and West European
integration."6

Brandt was willing to negotiate with Moscow and the GDR with-
out making German reunification and a resolution of the status of
West Berlin prior conditions for any agreement, although the
Berlin issue was linked to ratification of the treaties. He was
prepared to accept the postwar boundaries, leaving the issue of
German reunification until some later date. Brandt realized that
the refusal to legitimize Eastern Europe's existence had greatly
weakened Germany's international bargaining power. He per-
ceived the cui-de-sac into which German Ostpolitik had run and
was determined to revitalize relations with Moscow by offering
significant concessions on issues toward which Bonn had
hitherto adopted an inflexible position.7 His Ostpolitik was
primarily defensive "to maintain the substance of the nation,"
that is, the common ties that existed between the two Ger-
manies.8 The key determinant of this Ostpolitik was the desire to
improve intra-German relations. The unresolved issue of Ger-
man national identity was the prism through which Brandt
viewed relations with Moscow.

The political dimension of the Bonn-Moscow rapprochement

Although it is commonly assumed that Brandt's election as
chancellor preceded the Soviet-West German rapprochement,
the USSR had in fact put out feelers to Bonn for almost a year
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before his election, and the reasons for Moscow's change in
Westpolitik go back to the period immediately following the in-
vasion of Czechoslovakia. The invasion was an end rather than a
beginning, a "detour on the road to detente," as Michel Debre
called it. Having reasserted the Soviet right to determine and
control the pace of polycentrism in Eastern Europe, the USSR
now felt that it could adopt a more conciliatory policy toward
West Germany. Indeed, the invasion emphasized for Brezhnev
the need to secure an agreement with the West that would rec-
ognize the legitimacy of Soviet influence in Eastern Europe and
thereby lessen the prospect of another Czechoslovakia.9

Soviet-West German relations deteriorated in the immediate
aftermath of the Czech invasion. When it became clear to
Moscow that it was going to be difficult to sustain the fiction that
the Warsaw Pact intervention had been "requested" by the
majority of the Czech leaders, the Russians intensified their
criticism of West Germany, citing attempts by Bonn to launch a
massive "politico-military operation" against the Czech Repub-
lic.10 Bonn had learned the main lesson of the Czech invasion -
namely, that the key to any future settlement of the German
issue lay with Moscow and with no one else. Soviet-German
relations were also strained by Bonn's continuing refusal to sign
the nuclear nonproliferation treaty, a resolve that was
strengthened by the Czech invasion.11 Despite these tensions
after the Czech invasion and the enunciation of the so-called
Brezhnev doctrine of limited sovereignty, the Kremlin was will-
ing to improve ties with the FRG.12 At the beginning of October,
Andrei Gromyko made a key conciliatory speech toward the
West.13 The Bonn government reacted with mild optimism to
the speech, which had also suggested that the two governments
resume their talks on the renunciation of force.14 The more
conciliatory Soviet attitude led to a surprise meeting between
Brandt and Gromyko in New York, the first time since 1962 that
a West German and a Soviet foreign minister had met. By the
end of 1968, therefore, Soviet-German relations had improved
somewhat.15 The decision to ameliorate relations with Bonn had
already been taken in the Kremlin as part of its strategy of pur-
suing a broader European detente policy. This policy may have
represented another traditional Soviet goal - to encourage West
European independence from the United States.
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Soviet-West German detente was also, however, linked to the
wider Russian goal of improving relations with the United
States. Soviet concern about the growing arms race coupled with
the election of President Richard Nixon enabled the US and the
USSR to revitalize their dialogue, which had been in abeyance as
a result of the Czech invasion. Nixon was concerned to secure
Soviet assistance in ending the Vietnam War. Moscow's desire to
improve relations with Washington was the prism through
which it formulated the other elements of its detente policy.16

The new Soviet detente policy was in practice less dynamic than
the peaceful coexistence policy of Khrushchev, but it contained
similar elements: It foresaw the political and economic benefits
of diminished East-West tension while the USSR continued to
increase its influence in the third world.

If relations with the US influenced the USSR to seek a rap-
prochement with West Germany, then another equally impor-
tant determinant of Soviet Westpolitik was the intensification of
the Sino-Soviet conflict. The decisive turning point, from the
Soviet side, came in March 1969. In December 1968, the FRG
had announced that it would hold the 1969 West German pres-
idential elections in West Berlin, as it had done on three previ-
ous occasions. This move aroused strong protests in the GDR
and the USSR. In February 1969, the GDR announced that it
would bar all members of the Bundesversammlung (West German
Federal Assembly), the body that elects the West German presi-
dent, from traveling across the territory of the GDR until fur-
ther notice. It took various other measures that ensured the
harassment of all those connected with the election.

Pravda then followed with a strongly worded statement to the
Bonn government. Emphasizing the fact that NPD (Neo-Nazi
Party) members would be in Berlin, the note said:
The circles who advocate such schemes [i.e., the election in West Berlin]
in the FRG are apparently very little concerned that such a gross viola-
tion of the Four-Power agreement determining the status of West Ber-
lin and the terms for maintaining communications with it can have the
most undesirable consequences in this area and likewise for the interests
of the West Berlin population . . . The illegal intrigues of the FRG in
West Berlin have been and will be resolutely rebuffed by the Soviet
Union as a manifestation of revanchism and aggressiveness.17

The Soviets followed up the stick with a carrot. In a series of
meetings between Soviet Ambassador Tsarapkin and Chancellor
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Kiesinger, the Soviets offered the Germans long-term passes for
West Berliners to visit their relatives in East Berlin over Easter if
the Germans moved the presidential election to another loca-
tion.18 It was a significant move in that the Russians had clearly
overridden GDR leader Ulbricht in this matter. The FRG re-
fused to move the site of the election, there were more Soviet
protests, and the election was finally held on March 5, 1969.
There was a definite deescalation of this Berlin crisis in the few
days preceding the election.19 The Soviets could have done
much more to exacerbate the situation, and apart from some
GDR harassment on the autobahn, there was relative restraint
from the communists. The reasons for this volte face were to
emerge only a week later, when the Soviets announced that
there had been serious border clashes with the Chinese on the
Ussuri River and Damansky Islands -just three days before the
Berlin election.20 In an unprecedented move, the Soviet ambas-
sador had briefed the German chancellor on the clashes with the
Chinese (indeed, Kiesinger was reportedly the first Western
head of state to be informed), indicating the seriousness with
which the Kremlin viewed these skirmishes.21 Although the Rus-
sians never precisely spelled out this linkage, it seems that the
Soviet leadership decided not to press the issue of the West
Berlin elections because of the seriousness of the Sino-Soviet
split. With such a potentially volatile situation on its Eastern
flank, the Kremlin was constrained to maintain tolerably good
relations on its Western flank. Thus, the Berlin issue suggests
that one Soviet motivation for the pursuit of Westpolitik was a
direct result of the absence - or impossibility - of a Soviet
Ostpolitik toward the People's Republic of China.

However, the China problem was only one of several factors
influencing Soviet policy toward the FRG, and one should not
exaggerate its decisive impact. The evidence suggests that there
had been some deescalation of the Berlin mini-crisis prior to the
Sino-Soviet border clashes, implying that the Soviet change in
policy preceded the fighting. Indeed, it has been suggested that
the Soviets deliberately played up the border clashes (after all,
there had been other Sino-Soviet skirmishes before) as a conse-
quence of their prior decision to seek a rapprochement with
Bonn. Because the threat of West German revanchism had been
the rationale for disciplining the Warsaw Pact, it would have
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been impossible to pursue the new Westpolitik without finding a
substitute external threat to maintain Warsaw Pact discipline,
and the exaggerated Chinese danger provided this convenient
rationale.22 Although this explanation is probably too Machiavel-
lian, the Sino-Soviet border fighting seems to have been a
catalyst that reinforced the timing of Soviet detente moves to-
ward West Germany, rather than the main reason for that pol-
icy.

The Kremlin, following the Ussuri River clashes, embarked
on a concerted policy aimed at improving ties with Western
Europe. An important Warsaw Pact Consultative Committee
meeting in Budapest issued another call for a European Security
Conference, a theme that persisted in Soviet pronouncements
on the West.23 In Gromyko's report to the Supreme Soviet, the
Soviet foreign minister underscored the change in the Soviet
attitude toward the FRG:
A turning point in our relations can occur - and we would like this - if
the FRG follows the path of peace... Proceeding from this position,
the Soviet government is ready to continue the exchange of opinions
with the FRG on the renunciation of the use of force, up to and includ-
ing the conclusion of an appropriate agreement.24

Another indication of Soviet interest in improving relations with
the FRG was the declaration by Politburo ideologues Mikhail
Suslov and Boris Ponomarev, at the March 1969 conference
celebrating the fiftieth anniversary of the founding of the Com-
intern, in which they refuted the Stalinist theory that social de-
mocracy was the chief enemy of communism. Ulbricht, however,
rejected this new line.25 Soviet-West German talks continued
into the summer, but the Russians were watching for the out-
come of the September election. Brandt made it clear that, if he
was elected chancellor, he would resume the dialogue with the
USSR.26 Both FDP and SPD deputies visited Moscow prior to the
election, provoking criticism from the CDU.27 The Soviets were
attempting to sound out the two parties on their attitudes toward
Ostpolitik, and some German politicans accused the Kremlin of
interfering in the outcome of the election. It appears that the
Soviets were already predisposed toward coming to an agree-
ment with the FRG, but the precise way in which this might
occur depended largely on who won the election. It was also
becoming evident that Moscow might have to deal firmly with
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the GDR were Brandt elected. Ulbricht had expressed displea-
sure at the idea of an SPD victory, because a more conciliatory
German policy might diminish the GDR's leverage over the
USSR and might mean that Moscow would accept de facto rec-
ognition of the GDR instead of de jure, which Ulbricht de-
manded. As long as the German problem remained unsolved,
East Berlin could make demands on Moscow that might carry
less weight were there a reconciliation with Bonn.

The final political reason for the change in Soviet Westpolitik
was the change in West German Ostpolitik. Willy Brandt's elec-
tion as chancellor marked the beginning of a new phase in
German-Soviet relations with the first SPD chancellor in post-
war history. Before the election Brandt had begun unofficial
discussions - unknown to the CDU - with the GDR and the
USSR about improving relations. The Italian Communist Party
had played an instrumental role in these exploratory talks.28 In
his first major foreign policy speech after his election, Brandt
declared that his aim was to reach a modus vivendi with the GDR
and also to continue talks with the USSR.29 This marked a deci-
sive change from the Grand Coalition's Ostpolitik. Brandt
moreover acknowledged the existence of "two German states in
one German nation." The Soviet comments on the speech were
cautiously positive, and there was approval of the fact that, for
the first time, a German chancellor had used the term German
Democratic Republic without quotation marks.30 Negotiations
on the renunciation of the use of force began in December. In
addition to the Chinese problem, there were reasons nearer
home that prompted the USSR to accept Brandt's olive branch.
Moscow may have hoped to loosen West German ties with
NATO by concluding a bilateral deal, and it was trying to secure
the de facto recognition of the GDR, which would enhance the
USSR's and the GDR's prestige. After Bonn signed the nuclear
nonproliferation treaty at the end of November, the USSR
ceased to view the FRG as a potential threat in the same terms as
it had previously done. Moscow did not stand to lose much by
these negotiations - after all, it was Bonn that had taken the
initiative and was willing to recognize the postwar boundaries
without demanding any substantive concessions from the Rus-
sians as a precondition.

If Brandt's election was one of the reasons for the change in
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Soviet Westpolitik, then one must also ask what the German
chancellor's own motives were in reorienting West German
Ostpolitik. The invasion of Czechoslovakia was as important for
Brandt as it was for Brezhnev in influencing policy. The chancel-
lor realized that bridge building and the Kiesinger policy were
counterproductive and that the road to Warsaw and Prague had
to lie through Moscow, while the GDR had to be afforded
some form of recognition. Indeed, one of the main reasons for
entering into a dialogue with the USSR was the hope that this
would ultimately improve intra-German relations. The begin-
ning of US-Soviet detente also encouraged Brandt to pursue his
own rapprochement within the framework of the superpower
negotiations. Brandt viewed the new Ostpolitik as a way of as-
serting West Germany's right to conduct a foreign policy that
was more independent of U.S. control. The rapprochement with
Moscow was intended to increase German security and influence
through normalization of relations with the USSR.

Once the USSR and the FRG had agreed to enter into renun-
ciation of force negotiations, the talks moved at a fairly rapid
pace, although the negotiations were often acerbic and complex.
Initially, in December 1969, the West German ambassador in
Moscow, Helmut Allardt, began talks with Gromyko. However,
these talks stalled over the questions of de jure or de facto rec-
ognition of the GDR and the inviolability of frontiers. Thereaf-
ter, to the chagrin of the German ambassador, the responsibil-
ity for the talks was transferred from the Foreign Ministry to the
Federal Chancellery (Bundeskanzleramt). Ambassador Allardt,
like a significant number of officials in the Foreign Ministry,
opposed the policy of recognizing the boundaries of Eastern
Europe without demanding major concessions from the USSR.
The recognition of the postwar status quo was the overriding
Soviet goal because this would consolidate the USSR's control
over Eastern Europe.31

In January Brandt's special assistant, Egon Bahr, began to
negotiate with Gromyko. Finally, Foreign Minister Scheel com-
pleted the negotiations in July.32 The negotiations were com-
plemented by a separate series of public bilateral meetings be-
tween Brandt and GDR Prime Minister Willi Stoph in Erfurt
and Kassel and also by quadripartite negotiations on Berlin that
began in March. The talks were complicated by many factors.
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The Soviets wanted the European boundaries to be recognized
as "unchangeable," whereas the Germans suggested the word
"inviolable." The Russians refused to admit that their meetings
with the Germans were taking place, and there was continued
criticism of the FRG in the Soviet press.33 The comments casti-
gated the Bonn government for its refusal to recognize the GDR
in international law.34 Some commentators even suggested that
the SPD was as "imperialistic" as its CDU predecessors.35

A more serious domestic problem for Brandt was the CDU's
unrelenting opposition to Ostpolitik. Rainer Barzel, the CDU
leader, refused to support any treaty with Moscow until an
agreement on West Berlin had been signed.36 In June, oppo-
nents of Brandt's Ostpolitik within the German Foreign Office
leaked the substance of the sensitive, secret Bahr-Gromyko
negotiations to the popular conservative paper Bild Zeitung. The
publication of the "Bahr Paper" containing the contents of a
proposed treaty caused a national scandal and almost torpedoed
the talks.37

Finally, and no less important, was the attitude of the United
States. Despite Brandt's repeated assurances of his loyalty to the
Western alliance, West Germany was clearly attempting to in-
crease its international autonomy. To some degree, the agenda
had been set by the United States, since President Nixon and his
special assistant for national security, Henry Kissinger, had in-
augurated and developed their own detente policy. The FRG
could never have pursued its Ostpolitik without the general im-
provement in East-West relations initiated and sanctioned by
Washington. However, there is some question on the extent to
which the United States was initially consulted about the
Soviet-West German negotiations. According to an interview
with Secretary of State William Rogers, the United States
approved wholeheartedly of the German-Soviet negotiations.38

Other sources, however, claimed that there was considerable
alarm in Washington at the pace and intensity of the German-
Soviet detente.39 In a letter to Willy Brandt, President Nixon ex-
pressed confidence in Bonn's attemps to contribute to the
cohesion of the Western community by attempting to reduce
tensions in the East but pointedly stated, "like you, I believe
the first is the indispensable condition for success in the second."40

The delicate nature of the negotiations suggests that there were
groups within the United States government that did not entirely
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approve of the policy and were suspicious of Germany's motives.41

National Security Advisor Henry Kissinger was known to be
uneasy about Brandt's initiatives, and more conservative special-
ists in German affairs, such as Acheson, Clay, and McCloy, were
adamantly opposed to them.42 The USSR had more difficulties
with the GDR, but the Kremlin was ultimately able to assert its
will over that of the reluctant Ulbricht. According to reports
attributed to Polish leader Gomulka, Ulbricht opposed any com-
munist rapprochement with the FRG and tried to persuade
Gomulka not to go along with the USSR.43 In Western Europe,
the French said that Brandt's Ostpolitik "has come as a bomb-
shell," and Britain was also wary of the new German policies.

Despite all these domestic and foreign difficulties, the Renun-
ciation of Force Treaty was signed in Moscow on August 12,
1970. The treaty itself was largely symbolic. It affirmed the in-
tention of both parties to settle all their disputes by peaceful
means and asserted that the treaty would come into force only
after ratification. It stated that the existing borders of each coun-
try were "inviolable" and could not be changed by force. In
addition, the Germans appended a letter claiming that "this
treaty does not conflict with the political objective of the Federal
Republic of Germany to work for a state of peace in Europe in
which the German nation will recover its unity in free self-
determination."44 The letter, which was designed partly to de-
flect the opposition criticism, did little to endear the CDU to the
treaty. Nevertheless, it represented a major achievement on the
part of the Brandt government. It was evident to the Germans
that the Soviets were not motivated only by political considera-
tions during the course of the negotiations. Economic incentives
played an important part in the overall negotiations and rein-
force the view that the Soviets were contemplating a change in
their attitude toward the Bonn government even before Brandt
was elected. This is not to diminish the significance of Brandt's
and Bahr's achievements, but rather to suggest that the Soviet
motivation was more complex than it might initially have ap-
peared.

The natural gas deal: forerunner or product of Ostpolitik?

After 1968, West German-Soviet trade began to increase at an
accelerating pace, and West Germany's negative balance of trade
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with the USSR changed to a positive one. Total German-Soviet
trade grew from $565.7 million in 1968 to $739.9 million in
1969, and Germany's negative balance of trade of $18.9 million
in 1968 changed to a positive balance of $71.5 million in 1969
(see Table 7). The 30 percent increase in trade in one year was
due to three factors: considerable Soviet orders for sheet metal;
German supplies of special machinery for the Fiat plant in Tog-
liattigrad; and supplies of steel pipes.45 From the Soviet side,
although the USSR's total foreign trade increased by 27.7 per-
cent from 1968 to 1969, its exports to West Germany rose by
only 6.8 percent whereas its imports from Germany rose by a
staggering 52 percent.46 Germany regained its position as
Moscow's most important Western trade partner. The Soviet
Union remained the FRG's biggest trading partner in the so-
cialist world.47

For the Russians, there seemed to be a new and promising way
out of the twofold dilemma of exports and payments - energy.
Although the volume of Soviet oil and natural gas reserves has
been a state secret since 1947, the reserves must be considerable,
because by the 1970s the USSR was the world's leading producer
of oil and the second largest producer of natural gas.48 For the
Soviets, the most attractive feature of hydrocarbon exports is
their hard currency-earning potential.49 The export of gas and
oil is not only important as a hard currency earner; these ex-
ports, in exchange for imports of pipes, were vital for the fur-
ther development of the Soviet energy industry. Because most of
the deposits of natural gas and oil are in Siberia or Central Asia,
and because the largest consumption of Soviet energy is in the
European part of Russia, the transportation problem is the key
to the further development of both hydrocarbon exports and
domestic use. The cost of transporting oil by pipeline is less than
a third of the cost by rail. In the case of natural gas, capital
investment and transport costs can be dramatically lowered by
increasing the diameter of the pipe.50 Of course, the Russians
could theoretically have imported Western pipeline technology
without exporting gas or oil, but because their payments prob-
lem was so great, the most desirable way to develop their energy
sector was to couple the import of technology with the export of
energy.

From the Western point of view, there were advantages in
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importing Soviet energy. Since 1958, Moscow had been export-
ing oil to Europe and had supplied the FRG with 10 percent of
its oil needs in 1961. By 1965, exports of Soviet petroleum to the
FRG had increased sixfold.51 One of the main attractions for the
West Germans was the price of Soviet oil. Although the price
differential between Soviet and other oil narrowed during the
sixties, there was still a competitive advantage in purchasing
Soviet oil, as the following figures show:

Average cost

Year

1960
1965
1970

of oil imported into

From all sources

82.7
62.4
60.1

the FRG (DM per ton

USSR

53.5
52.2
50.4

at border)

Difference

29.2
10.2
9.752

Although natural gas in 1968 composed only 3.2 percent of
total domestic German energy consumption, the advantageous
Soviet price for natural gas was also attractive. Indeed, some
third world countries complained that the USSR was competing
unfairly with them in the Western market by charging below
world market prices.53 In addition, it was not only the price of
Soviet energy that made it attractive in 1969; the German steel
industry welcomed the chance to increase its exports, because
the Russians were interested in importing large-diameter pipe.

Soviet-West German trade in energy had been severely af-
fected by the 1962 pipe embargo, and even after the embargo
was lifted at Germany's insistence in November 1966, the Soviets
did not immediately rush to conclude new pipeline deals. The
Soviets still refused to have direct dealings with any German
steel concern, but in 1968 they concluded an indirect deal with
the Austrian iron and steel concern VOEST. Thyssen and Man-
nesmann were to supply the Austrian company with 520,000
tonnes of 48-inch pipe, which the Russians would then purchase
from the Austrians.54 The Soviets finally relented on the issue of
dealing directly with German firms. In April 1969, Thyssen an-
nounced the conclusion of a contract with the Soviets for the
joint construction of pipe factories in the USSR and the FRG.
The agreement, worth $25 million, envisioned the construction
of one factory in the USSR and one in the FRG, and the Russians
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had initiated the contacts that had led to one and a half years of
negotiations. The largest high-pressure pipelines in the USSR
were 42 inches in diameter and in 1967, the USSR had inquired
of Thyssen whether it was technically possible to build larger
pipes, to transport natural gas from Siberia to Western Russia
and Europe. Thyssen was the only company capable of building
such pipes, and the pipes were to be used for transporting gas
from the Tyumen Oblast to Lvov, Bratislava, Vienna, and
Trieste.55 The Thyssen deal was not only significant in its scale
but was above all symbolically important, in that it signified that
the Soviets had finally agreed to forget the 1962 pipe embargo.

The Thyssen deal was announced at the 1969 Hanover Fair,
and it turned out to be a prelude to a much more important
German-Soviet deal - the natural gas contract, which was the
biggest business transaction ever concluded between the USSR
and West Germany. Apparently, the USSR had been impressed
by the efficiency of the German deliveries under the VOEST
contract, and after concluding a natural gas deal with Austria in
January 1968, it appeared that the Soviets would make similar
agreements with other Western countries.56 Soviet Foreign Trade
Minister Nikolai Patolichev came to the Hanover Fair in 1969
and had a series of talks with Economics Minister Karl Schiller -
the first time since Mikoyan's visit in 1958 that a German cabinet
member had conducted talks with a Soviet colleague in the FRG.
This visit had been carefully arranged after the USSR had ex-
pressed interest in sending a high-level delegation to Germany.
It was obvious that the Russians were contemplating a major
shift in their economic relations with Germany. Patolichev
suggested that West Germany might consider extending the
Friendship Pipeline - the Soviet pipeline supplying Eastern
Europe that had supposedly led to the 1962 pipe embargo - to
West Germany, which meant that the pipeline would lead di-
rectly from East to West Germany. Patolichev's other suggestion
was that the FRG might be interested in importing Soviet natural
gas on a large scale, in return for large-diameter pipe. Shortly
thereafter, the state secretary at the Federal Economics Ministry,
Klaus Dohnanyi, flew to Moscow to initiate the talks on the gas
deal.57 A series of complicated negotiations began shortly there-
after, involving the Bavarian economics minister, Ruhrgas
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(Germany's largest distributor of natural gas), and various steel
firms.58

The main issues in the negotiations were the amount of gas
and the amount of pipe to be supplied, the price, and, most
important, the financing of the deal. The Soviets were prepared
to offer gas at a competitive price, that is, below that charged by
the Dutch, and much to the chagrin of Shell, which had been the
main supplier to West Germany up to that point. The negotia-
tions were simpler than those involving broader trade
agreements, because the deal was in essence barter. However,
the problem of financing was crucial, and there were also techni-
cal problems involved for the steel companies.59 The triangular
deal was finally signed in Essen in February 1970. The Mannes-
mann Export Company (which now included Thyssen) was to
supply the USSR - via Promsyroimport - with 1.2 tonnes of
pipes, five feet in diameter, at a cost of $400 million. This part of
the agreement was to be financed by a consortium of seventeen
German Banks under the direction of the Deutsche Bank, which
would supply credits for the $400 million with a maturity of
twelve years. The rate of interest was not officially disclosed, but
it was apparently 6.25 percent, well below the current market
rate. The bank rationalized this by saying that the rate of interest
was normally lower in bank-to-bank credits, and this credit was
administered through the Soviet Vneshtorgbank. Only half the
credit was insured by Hermes, but this was still a major departure
from previous German credit policies toward the USSR.60 It ulti-
mately transpired that Mannesmann reimbursed the banks for
the difference between the market rate of interest and that paid
by the Soviets by charging a higher price for the pipe. From the
Soviet side, Soyuzneftexport agreed to deliver to the German
Ruhrgas 5.5 billion cubic meters of natural gas over a twenty-year
period beginning October 1973. The first phase of the deal in-
volved the construction of Soviet pipeline from Siberia to the
Czech-West German border at Marktredwitz, a distance of
1,500 miles.

In their articles on the contract, the Soviets stressed the eco-
nomic benefit that the deal would bring to the Germans and
suggested that the Germans had their own economic motivation
for concluding the agreement.61 They also implied that the eco-
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nomic deal could have beneficial political effects.62 The Soviets
concluded the deal for primarily economic reasons. In addition
to the improvement in Soviet energy transportation within the
USSR and to the CMEA nations, the USSR stood to acquire a
firm position in Western energy markets. From a purely finan-
cial point of view, the agreed-on sales value of total gas delivered
- $860 million - exceeded the cost of the pipe by about $460
million, which meant that the USSR made a healthy profit from
the transaction.

The question of German motivations in concluding this con-
tract is more complex. From the Bavarian point of view, the
attractive price of Soviet gas meant that there were distinct eco-
nomic advantages in the deal for southern Germany.63 Because
Soviet gas deliveries would not comprise more than 10 percent
of the German natural gas market and would be less than 1
percent of the total energy consumption, the question of unde-
sirable dependence did not seem unduly important.64 The Ger-
man steel industry, in particular those firms involved in making
large-diameter steel pipes, was the second most export-
dependent steel industry in the world after Japan, and its share
in the total world production had fallen in the sixties whereas
that of Japan had risen.65 Although the steel industry in Ger-
many could have continued without the Soviet deal, it is indis-
putable that the contract was a welcome opportunity to utilize
Mannesmann-Thyssen's pipemaking capacity and improve their
competitive position after the pipe embargo difficulties. The
German banks also did well out of the deal. Even if the deal did
not immediately yield profits, the fact that it was the first long-
term credit to the USSR, and that the prospects for further deals
were good, meant that the long-term economic perspective for
the banks was advantageous.66

The natural gas agreement was especially significant and a
departure from traditional German deals in that it embodied a
felicitous coincidence of economic and political interests.
Whereas the firms and banks were attracted by the economic
advantages of the deal, the government was clearly interested in
its political payoffs. Previously, government and business had
often been at loggerheads when it came to trade with the USSR.
Here, for once, there was a perfect convergence of views that
facilitated the success of the negotiations. Although the negotia-



Brandt's Ostpolitik and the Soviet response: 1969-1970 169

tions were begun before Brandt became chancellor, they were
partly conducted from the German side by the Social Democrat
economics minister, and Brandt was not averse to using eco-
nomic incentives for his own domestic political purposes. Once
elected, however, when the negotiations were still at a delicate
stage, Brandt apparently gave direct encouragement to
Ruhrgas. This was the first time that the German government
had directly intervened to promote an economic transaction
with the USSR.67 Brandt realized that the Soviets had a strong
economic interest in the deal, and he understood the utility of
using economic incentives to improve German-Soviet relations.
Once the deal was signed, in the middle of the Bahr-Gromyko
talks, it gave added impetus for the successful conclusion of the
renunciation of force negotiations.68 Although it is conceivable
that the political talks could have failed although the economic
negotiations were successful, the conclusion of the deal under
favorable economic conditions for the Soviets had some effect
on the general climate of Soviet-German relations. Even the
opposition realized that the government's interest in concluding
the agreement was primarily political, although they demanded
to know what political price the Soviets would pay for such a
generous economic deal.69 The natural gas agreement was a
factor that contributed to the improvement of German-Soviet
political relations.

The Brandt visit to Moscow

Willy Brandt's visit to Moscow in 1970 contrasted sharply to that
of Konrad Adenauer in 1955 and symbolized the dramatic
change in German-Soviet relations that culminated in the Re-
nunciation of Force Treaty.70 Adenauer had flown to Moscow
amid considerable domestic criticism, and he had expected con-
troversy in his encounters with Khrushchev. Although some
complications also surrounded Brandt's visit, he arrived in
Moscow anticipating cooperative, successful talks with Brezhnev.
Because the Renunciation of Force Treaty had been fully
worked out beforehand, there were none of the tensions and
setbacks that accompanied Adenauer's visit. It was a ceremonial
and symbolic summit.

There had been several points of conflict prior to the initialing
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of the treaty by Foreign Ministers Scheel and Gromyko that had
placed the entire treaty in jeopardy. In one episode, reminiscent
of the 1961 compromise on Berlin in the trade treaty, Scheel had
attempted to establish a linkage between the treaty and the Ber-
lin agreements and had read to Gromyko a statement saying:
"The treaty will not be laid before the Bundestag for ratification
until a satisfactory outcome of the Berlin negotiations has been
reached; the Federal Government has thereby discharged its
responsibility for Berlin." Scheel reread the sentence three
times, received no response from Gromyko, and finally gave the
piece of paper to Gromyko as he was leaving. Gromyko's only
reply was that the USSR would not sign any Berlin agreement
without prior ratification of the Bonn-Moscow treaty by the
Bundestag. This exchange did not portend well for future
negotiations, nor did the fact that the CDU, at the last moment,
tried to prevent Brandt from going to Moscow until a Berlin
agreement was signed. However, despite these prior complica-
tions, Brandt's trip to Moscow was a success.71 Tass labeled the
treaty "a milestone in Europe's postwar history."72

In the preamble to the Renunciation of Force Treaty worked
out during Scheel's July negotiations, there was a reference to
economic factors: "The High Contracting Parties... Desiring
to lend expression in the form of a treaty, to their determination
to improve and extend co-operation between them including
economic relations, as well as scientific, technological and cul-
tural contacts in the interests of both states. . ."73 In his talks
with Kosygin during his Moscow visit, Brandt discovered that
the Soviets hoped that the signing of the treaty would give them
an opportunity to increase economic links. However, Foreign
Minister Scheel claimed that he had discussed the Common
Market extensively with Gromyko and that the Russians had
decided that they could not embark on large-scale economic
projects with the FRG without first placing their political rela-
tions on a firmer footing.74 In his discussions with Brandt, Kosy-
gin reportedly pressed the German leader on enlarging trade
and technological contacts and was eager to engage the chancel-
lor in major substantive discussions of how economic ties could
be improved.75 A major Pravda article on the treaty stressed its
economic benefits, although it criticized the remaining "artificial
barriers" to trade.76 However, even this article emphasized the
German desire for trade rather than the Soviet interest in it.
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The economic content of Soviet Westpolitik

Despite the Soviet reluctance to admit economic problems, the
evidence suggests that the change in the Soviet posture toward
the FRG in 1969-70 was partly motivated by economic factors.
Moreover, the Soviet decision to pursue detente was partly the
result of the increased salience of economic factors in determin-
ing Soviet foreign policy. Perhaps the clearest indication of this
is the state of the Soviet economy in the late 1960s.

The Soviet economic reforms of the mid-1960s had not im-
proved the performance of the Soviet economy as much as had
been hoped. Although the growth rate of the Soviet economy
was still respectable, it had declined in the late 1960s from 8.6
percent in 1967, to 7.5 percent in 1968, to 6.1 percent in 1969.
The basic problems were lack of productivity and failure to in-
novate, particularly in fields of advanced technology such as
electronics and computers, partly because the military sector
siphoned off the USSR's most efficient economic effort. In addi-
tion, Soviet labor productivity was about half that of Western
European countries. In an unpublished secret speech to the
Plenum of the Central Committee on December 15, 1969,
Brezhnev sharply criticized the failure of the Soviet economy to
develop satisfactorily, and there was some speculation that
Kosygin would be made the scapegoat for these deficiencies,
because he had advocated developing light industry over heavy
industry.77 A major article in Literaturnaia Gazeta in February
1970 sought to answer the criticisms of the December Plenum
and reasserted the viability of the Soviet economic system and
the reforms, but it was clear from the article that the charges
were very serious.78 In March 1969, according to a German
official, a decision was taken in the Central Committee to import
large amounts of technology from the West, and the unsatisfac-
tory performance of the Soviet economy reinforced this deci-
sion. The Kremlin hoped that importing Western technology
might be a substitute for far-reaching, decentralized domestic
economic reform, whose political consequences might lead to
greater instability, as they had in Czechoslovakia.79

If we accept the premise that the Russians turned to Germany
to fulfill many of their economic needs because of Germany's
economic superiority, the question still remains as to why it was
necessary to enter into political negotiations with them. After all,
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the Soviets did their utmost to separate trade and politics, be-
cause they preferred to continue economic relations regardless
of the political climate. After they had concluded the natural gas
deal, presumably they could have continued to seek more trade
and technology deals and to disregard the political side of the
relations, because improved political relations were not a neces-
sary precondition for closer economic ties. The classic Soviet
attitude toward the relation between trade and politics was ex-
pressed in an article shortly after the signing of the treaty: "The
essential condition for the successful development of interna-
tional trade is peace. At the same time trade - which forms the
economic basis of peaceful coexistence - like other forms of
economic ties between socialist and capitalist countries, plays a
tremendous role in strengthening world peace."80 Another arti-
cle on the Soviet-German treaty claimed, "This political basis
could promote comprehensive economic, scientific, technical
and cultural cooperation."81 Numerous interviews with Foreign
Trade Minister Patolichev stressed that better political relations
facilitated the development of trade.82 It appears that the Krem-
lin realized that economic ties with the FRG could develop only
up to a certain point if political relations remained strained.83

Trade would have continued without renunciation of force,
but its future was strengthened by the treaty, which could act as
a reinsurance that politics would not influence trade negatively.
Given the German government's former opposition to trading
with the USSR, and its tradition of politicizing Osthandel domesti-
cally, the Soviet Union perceived the connection between trade
and politics in its relations with the FRG. In view of past experi-
ence, the Kremlin could reasonably expect that better political
relations would facilitate more trade, if for no other reason than
the fact that the FRG would have a greater stake in improved
political relations if it broadened its economic relations with the
USSR.

The difficulties with the Soviet economy and the need to im-
port more Western technology coincided with a desire on the
part of some, if not all, members of the Politburo to stabilize and
settle the German question. Indeed, it appears that Brezhnev
had justified his Westpolitik partly in terms of the economic
payoffs that would result from it. Brezhnev argued in favor of
detente because it could improve the performance of the Soviet
economy through the import of Western technology. He also
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realized that the stability of his regime depended on a viable
economy. It was better to ensure that political factors would not
suddenly impede economic relations, as they had done in the
past. Evidence suggests that there were those within the Soviet
economic and political hierarchy who opposed the widening of
economic contacts with the West and with the FRG in particular.
Like their West German counterparts, these opponents of
greater Soviet-West German trade argued from a primarily
political standpoint. It was better for the USSR not to become
too involved economically with the West because this might have
undesirable political consequences and lead to dangerous de-
pendencies. The flow of trade might also lead to an unwanted
flow of ideas, exposing Soviet citizens to Western propaganda.
These opponents of trade may well have found their spokesmen
in those Soviet writers who repeatedly warned of the dangers of
West German monopoly capitalism and revanchism, even after
the treaty.84

Finally, the Eastern European countries were a factor in the
decision. By improving political ties with the FRG, by ensuring
that the Ostpolitik was oriented toward Moscow, the Kremlin
hoped to control some of the political implications of West Ger-
man trade with Eastern Europe.

The economic content of German Ostpolitik

The role of economic factors in the development of Brandt's
Ostpolitik is still a controversial issue. On the one hand, analysts
have echoed Brandt's view that Soviet Westpolitik was a product
of economic need: "The interest of the East European states in
cooperation with us rests to a large extent on a desire to make
economic progress and to participate in Western technology.
Economics, therefore, remains for the foreseeable future an
especially important element of our policy in Eastern Europe."85

On the other hand, some West German scholars - in agreement
with various Soviet writings on the subject - have claimed that
Brandt's Ostpolitik was the result of pressure from German big
business, especially the export-dependent steel industry, to con-
quer and secure new markets in the East. In this view, Brandt's
political goals were mere rationalizations of an economically de-
termined imperialistic policy.86

The question of the degree to which German businessmen



174 From Embargo to Ostpolitik

encouraged the improvement of German-Soviet relations is a
complex aspect of the Ostpolitik, partly because there was no
overwhelming enthusiasm about the prospects for Soviet-
German trade. Soviet articles stressed the West German interest
in trade with the USSR and claimed that German businessmen
were dissatisfied with the restrictions on trade.87 Although
applauding the German interest in trade with the USSR, they
nevertheless attributed it to the industrialists' desire not to be
outdone by other Western countries and to the competitive as-
pects of imperialist economic expansion in general.88 Neverthe-
less, the imperialist aspirations of German businessmen could
also be advantageous for the USSR. After all, Lenin himself had
seen the benefits of utilizing the unwitting capitalists to promote
Soviet economic development.

It is, however, difficult to find evidence of any great German
optimism about the potential of such trade. The business news-
paper Handelsblatt reported that businessmen felt that the Re-
nunciation of Force Treaty could have a beneficial effect on the
climate of Soviet-German economic relations. However, because
one of the problems with West German-Soviet trade was the
absence of a trade treaty given the unresolved issue of a Berlin
clause, the crucial political negotiations for business were the
Four-Power talks on Berlin. The German-Soviet treaty was use-
ful only to the extent that it might be the first step in facilitating
an agreement on Berlin. There was some optimism about the
possibilities for Soviet-West German trade, but it seemed to be
overshadowed by more sober calculations.89 The right-wing
German press, echoed by the right-wing French press's charac-
terization of Ostpolitik as "s'entendre pour vendre," portrayed
the business community as being eager to "subsidize" Moscow's
economy - and by implication its military sector - and inveighed
against any economic "assistance" to the USSR.90

The Ostausschuss spokesman for German business interests in
the USSR, Otto Wolff von Amerongen, although welcoming the
German-Soviet treaty as the first step toward concluding a new
trade agreement, cautioned against any overoptimistic expecta-
tions. Trade with the USSR formed 1.4 percent of German
trade, and total German trade with the East (now 4 percent)
could perhaps rise to 9 percent in the future.91 In an article
written after the treaty, and representative of the views of the
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BDI and its Ostausschuss, von Amerongen gave nine reasons
suggesting only mild optimism about the prospects for
German-Soviet trade: the differences in economic systems that
limited economic exchange; the orientation of the USSR's for-
eign trade toward CMEA; the Soviet shortage of hard currency;
the lack of sufficient Soviet goods suitable for the West; the
Soviet lack of understanding of the demands of the Western
market; the limited Western demand for Soviet raw materials;
the impossibility of developing economic relations through joint
ventures because of the Soviet system; the general problem of
German credits given the Soviet inability to pay for its imports
from the FRG; and the problem of interest rates for those cred-
its that could be given to the Russians.92

If this series of economic arguments appeared familiar - and
there has been great continuity in the attitudes of German busi-
nessmen, by and large, since 1955 - then what was significant
was the call by representatives of industry not to confuse trade
and politics. Von Amerongen made a major speech calling for
the depoliticization of the Osthandel. He cautioned that the
Soviet interest in steel pipes would not induce the Kremlin to
make political concessions. Admitting that it was the communist
countries that had initially politicized trade, he stressed that
"trade policy can never be a substitute for foreign policy."93 The
BDI in its annual report pointed out that it was impossible to
extract political concessions from the East in exchange for politi-
cal gifts.94

In order to establish the extent to which Brandt's Ostpolitik
was determined by economic factors, one must examine not only
the economic situation within the FRG but also the relations
between the government and business sectors. Soviet analysts of
German society have usually expressed the view that big business
controls the German government.95 Some Western scholars
have also made the argument that Brandt altered Germany's
Ostpolitik because of pressure from industry.96 Undoubtedly
some German firms, such as Mannesmann and Krupp, were
interested in expanding profitable relations with the USSR.
However, in order to prove that their desires played a key role in
Brandt's decision making, one would have to demonstrate that
big business has a decisive influence on West German foreign
policy - and there is little evidence that industry determines
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German foreign policy, although it undoubtedly has some input
in foreign policy formulation.

In any discussion of the relationship between government and
business in Ostpolitik, we must remember that the government,
and not private business, set the Ostpolitik agenda. On such
sensitive matters as relations with the East, nongovernment ac-
tors had far less input in foreign policy making than they had on
less vital issues. Brandt's main concerns in pursuing the new
Ostpolitik were political. Nevertheless, Brandt, in discussing his
motives for altering West German Ostpolitik when he became
foreign minister, writes:
I do not disguise that I was also motivated from the outset by concrete
economic considerations. Even as Foreign Minister I told the Bundestag
that our policy must be focused on the problems of existence in an
immediate sense as well; we had to safeguard employment and open up
new fields of economic opportunity.97

Rather than analyzing Brandt's political goals as the product
of economic determinants, one could argue that the Federal
Government successfully utilized various economic incentives to
encourage the USSR to enter into a dialogue. Whereas pre-
viously the German government and business had been at
loggerheads over the desirability of economic relations with the
USSR, under Brandt the interests of government and business
coincided. The government hoped that by encouraging a favor-
able economic climate, it might improve the general atmosphere
for the talks, from which political compromises might follow.
Some members of the government expected that, following the
treaty, economic ties might improve substantially, which in turn
might facilitate a greater Soviet willingness to compromise on
political issues and give the USSR a greater stake in maintaining
good relations. However, these calculations again involved ques-
tions of tone and atmospherics rather than any explicit
tradeoffs.

Ironically, at the beginning of Brandt's Ostpolitik, it appears
that the German government had a more optimistic view of both
the economic potential of East-West trade and the ability of
trade incentives to influence political developments than did
most of the business community, perhaps as a reaction to former
administrations' overly negative attitude toward trade with the
USSR. One should not exaggerate the role of the business sector
in the development of Brandt's Ostpolitik.



Brandt's Ostpolitik and the Soviet response: 1969-1970 177

The political economy of Soviet-West German detente

The success of Brandt's Ostpolitik marks a decisive change in the
use of economic levers to secure political goals on the part of the
German government. After 1969, the rules of the game
changed. The change was greater on the German than on the
Soviet side, because, as we have seen, Brandt's Ostpolitik repre-
sented a more fundamental alteration of German foreign policy
goals than Brezhnev's Westpolitik of Soviet foreign policy goals.
The FRG had ceased to be a revisionist power politically, and the
Germans finally eschewed the use of negative economic levers in
the pursuit of their foreign policy goals. From Bonn's point of
view, both the means and ends of Ostpolitik had altered. The
end was no longer to undo the results of World War Two, but to
accept them and induce improvements in intra-German rela-
tions within the status quo. However, because the boundaries
were declared inviolable instead of unchangeable, the possibility
for change remained. The economic means were no longer
negative, nor was there any expectation that the Soviets would
make substantial political concessions in return for economic
rewards. From Moscow's point of view, the means and ends of
Westpolitik had altered far less. The goal of Soviet Westpolitik,
which the Kremlin had consistently pursued since 1955, had
been achieved. Moreover, the Bonn government now seemed to
agree with a policy that avoided negative leverage. Having
realized that previous administrations had failed to gain any
important political concessions through the negative use of eco-
nomic levers, Brandt and his successor, Schmidt, altered the
interface between politics and economics in German-Soviet rela-
tions.

Despite the fact that the German government had far more
power in setting the economic agenda than did the business
community in setting the political agenda in Soviet-West Ger-
man relations, this period reveals some paradoxes about the
power of the government to utilize economic levers. It was easier
for the German government in the pre-Brandt era to use eco-
nomic disincentives than it was for Brandt to use economic in-
centives. Although they aroused domestic opposition, the
Adenauer, Erhard, and Kiesinger administrations were able to
intervene either to forbid trade or to circumscribe it severely.



178 From Embargo to Ostpolitik

Once Brandt decided to use economic levers to promote political
improvements, it became more difficult.

The reasons for the lack of specific linkage in this era lie in the
asymmetry between the political and economic stakes. Brandt's
Ostpolitik involved primary political goals, core values of na-
tional survival, and prestige. Similarly, Soviet Westpolitik in-
volved primary political goals such as its position in Eastern and
Western Europe. The economic stakes were only secondary.
The USSR could have survived without German trade if it had
to. Brandt realized that linkage had never worked when the
German government had negatively utilized economic factors of
secondary importance to the Russians to extract political conces-
sions involving core values. Thus, there was no attempt at spe-
cific linkage from the German side and none from the Soviet
side. Never again would any German government attempt to
change Soviet policy on the German question by denying or
offering trade. However, both sides hoped that the political and
economic rapprochement would reinforce each other.
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From Moscow to Bonn: the
consolidation of Ostpolitik and

Westpolitik, 1970-1980

A significant shift has occurred in USSR-FRG relations on the basis of
the 1970 Treaty. They have become normal - and this on the only
possible basis - renunciation of efforts to demolish the existing Euro-
pean frontiers. Now the FRG is one of the major partners in our mutu-
ally beneficial business cooperation with the West.

Leonid Brezhnev, 19761

East-West trade is an important instrument for ensuring peace. We
must still strengthen the effect of this interaction.

Helmut Schmidt, 19782

The Renunciation of Force Treaty was the first step in the for-
mal resolution of the German problem. During the next three
years, the SPD-FDP's Ostpolitik achieved its goal of normalizing
relations with all of the FRG's Eastern neighbors, including the
GDR. By 1973 the German problem had for the moment been
resolved and the European postwar status quo had been
ratified.3 The period between Brandt's visit to Moscow in 1970
and Brezhnev's trip to Bonn in 1973 was a time of readjustment
for both sides. The USSR and Germany became aware of the
systemic economic and political limits to their bilateral detente
policies. By the end of 1973, the bilateral phase of Soviet-
German detente had been completed with the conclusion of the
Ostpolitik treaties.

Ten years after the inauguration of the Brandt Ostpolitik, a
new political equilibrium had emerged. The USSR and the FRG
had achieved a modus vivendi based on the normalization of
relations. While Brandt was chancellor, there was considerable
enthusiasm in Bonn about the potential for improvement of
relations with the USSR. After Helmut Schmidt became chancel-
lor in 1974, German Ostpolitik became less idealistic and more
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pragmatic. Soviet-West German relations had stabilized at a
lower level of expectations by 1980. Bilateral trade grew signifi-
cantly; yet the initial Soviet hopes for a dramatic increase in
economic relations were not fulfilled. At the same time, German
Ostpolitik after 1973 entered a new multilateral phase in which
negotiations between the USSR and the FRG concerned Euro-
pean, rather than strictly bilateral issues. The bilateral
German-Soviet relationship in time became more integrated
into the growing multilateral complex of detente negotiations,
which reinforced bilateral trends and built a multilevel network
of ties binding the two countries economically and politically.

Ostpolitik phase 1: bilateral relations and ratification of the
treaties

Between 1970 and 1973 the FRG expanded and completed the
first phase of its Ostpolitik by negotiating treaties normalizing
relations with Poland, the GDR, and Czechoslovakia, whereas
the Four-Power Agreement resolved the status of Berlin. The
significance of the Moscow treaty was that it enabled the
Brandt-Scheel regime to pursue accommodation with Eastern
Europe (and particularly with the GDR) without threatening
Moscow's control over Eastern Europe, because the treaty in
effect recognized the Kremlin's hegemony in its sphere of influ-
ence. There were three main dimensions to German-Soviet rela-
tions. First, there was the implementation and consolidation of a
multilateral detente based on bilateral treaties with various key
countries, the Berlin accords, and preparations for a European
Security Conference. Second, there was the development of
closer bilateral ties between Moscow and Bonn, largely based on
personal diplomacy between Brandt and Brezhnev. Third, there
was the problem of the ratification of the treaties and domestic
German opposition to Ostpolitik, as well as Soviet domestic criti-
cism of Brezhnev's Westpolitik.

The process by which Germany completed its Ostpolitik with
other East European countries is a complex and lengthy story
that cannot be recounted here. However, a brief summary will
highlight the significance of these treaties for Soviet-German
relations. The treaties resolved problems concerning prewar
German territories and populations. Following almost a year of
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negotiations, Brandt flew to Warsaw in December 1970 to sign
the German-Polish treaty. The FRG, in the Warsaw Treaty, fi-
nally recognized the Oder-Neisse boundary as the western fron-
tier of Poland, renouncing all territorial claims on Poland and
accepting the transfer of 104,000 square kilometers of prewar
German territory to Poland. The treaty also pledged the Ger-
mans and Poles to settle any disputes between them by peaceful
means, with a renunciation of force clause similar to that in the
Moscow treaty. In a separate move, the Polish government
agreed to permit the emigration of ethnic Germans from Po-
land.4 There was much opposition to the treaty within Germany,
both from the CDU in the Bundestag and from expellee organi-
zations, which objected to this formal acceptance of Germany's
reduced postwar territorial status.5 For the Poles, as for the
Soviets, the treaty with the FRG held the promise of increased
economic cooperation.

Brandt had made it quite clear in his Moscow visit that the
ratification of the Moscow and Warsaw treaties in the Bundestag
was dependent on a satisfactory solution to the Berlin problem.6

West Germany implemented a strategy of linkage (Junktim) by
insisting that prior to any ratification of Ostpolitik, the USSR
and the GDR must agree to stabilize and legitimize West Berlin's
existence as an entity with ties to the FRG. The Four-Power talks
on Berlin were undoubtedly the most difficult part of the
Ostpolitik negotiations, involving strains between Bonn and
Moscow, East Berlin and Moscow, and Bonn and its Western
allies. Indeed, one reason Ulbricht fell from power in May 1971
was that he opposed the USSR's efforts to come to an accommo-
dation over the Berlin question before the FRG had given de
jure recognition to the GDR.7

The negotiations over Berlin began in December 1969. One of
the chief sources of tension was between Ulbricht, who sought to
end West Berlin's ties with Bonn, which facilitated West German
access to East Germany, and Moscow, which was willing to com-
promise on Berlin because of deteriorating Sino-Soviet relations
and the desire to strengthen detente with the United States. The
Berlin talks were deadlocked in February 1971.8 After a series of
compromises and the resignation of Ulbricht, the Quadripartite
Agreement was initialed on September 3, 1971. The main points
of the agreement were that, in the interests of reducing tension
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in Berlin, the USSR would ensure unimpeded access to Berlin
from West Germany, and West Berlin could maintain and de-
velop its special ties with the FRG, although West Berlin was not
a constituent part of West Germany.9

The Four Powers agreed to disagree on the question of West
Berlin's status, because the Western powers maintained that the
agreement should cover the whole city, whereas the USSR
claimed it could apply only to West Berlin. However, the West
gained on the question of ties between the FRG and Berlin, in
that West Berliners could now visit the GDR on the same basis as
citizens of the Federal Republic. Indeed, most analysts believed
that the Berlin agreement represented a victory for the West
because despite the diminution of Bonn's symbolic presence in
West Berlin, the West gained more secure access, as well as travel
to and transit to and from West Berlin, and from West Germany
and West Berlin to East Germany. The real loser in this process
was the GDR, whose role in Berlin matters was circumscribed.10

Subsequently, there have been significant disagreements be-
tween the four powers on interpretations of the wording of the
agreement, but in September 1971, the controversial Berlin ac-
cord was seen as a firm indication that Moscow was willing to
compromise on a core political issue - the reality of West Berlin's
ties to Bonn - in order to ensure the success of its Westpolitik.
The real significance of the Berlin accord was that Moscow
would be less likely to use West Berlin as a lever in its relations
with Bonn, as Stalin and Khrushchev had.

It was during the Berlin negotiations that evidence of domes-
tic Soviet opposition to Brezhnev's Westpolitik began to filter
out. Although it is difficult to document this precisely, there is
enough evidence to suggest not only domestic Soviet opposition
but also links between Soviet and East German critics on this
question. Following the August 1970 treaty, Brezhnev embarked
on a tour of the Soviet republics, and in his speeches he criticized
unnamed opponents of the Soviet-West German rapproche-
ment. In early 1971, the Ukrainian press reported the discovery
of a mass grave in the Crimea containing the bodies of Ukrai-
nians slaughtered by Nazis. A massive anti-Nazi campaign -
echoed in the GDR press - began at the time that Brezhnev was
calling for improved relations with West Germany. This press
compaign found no echoes elsewhere in the Soviet press and
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suggests some collusion between Soviet and East German oppo-
nents of Westpolitik.11

During the Berlin negotiations, a sudden spate of rumors,
assertions, and denials indicated that the Soviets were not
pleased with Bonn's insistence on a Berlin settlement as a pre-
condition to ratifying the treaty. In February 1971, reports from
Washington and Stockholm indicated that Soviet diplomats were
suggesting that the USSR was in no hurry to achieve either a
Berlin settlement or the ratification of the treaties and was angry
at Brandt for an alleged volte face in his policy toward the
GDR.12 Moreover, Bonn was accused of fermenting dissent in
Poland that had led to the December 1970 Gdansk riots, after
which Polish leader Gomulka was removed from power. Sub-
sequent Soviet sources denied these charges, and Kosygin per-
sonally sent a letter to Brandt pledging the USSR's commitment
to improve further relations with the FRG.13 Whatever the truth
about the Soviet reports, German observers took these con-
tradictory statements as further evidence that some Soviet lead-
ers were opposed to Brezhnev's Westpolitik (especially after the
Gdansk riots) and were warning their colleagues.14 The Soviet
threats may also have been a veiled warning to Brandt not to
push too far on the Berlin compromise. One can surmise from
the ultimate outcome of the Berlin agreement that Brezhnev was
able to prevail over these opponents. The Twenty-fourth Party
Congress (in April 1971) reflected the consolidation of
Brezhnev's personal power. He added four new members to the
Politburo and increased his influence in the Central Commit-
tee.15

The third and most controversial treaty in the Ostpolitik was
the Basic Treaty or Grundvertrag between East and West Ger-
many in November 1972. The treaty normalized intra-German
relations on the basis of the status quo and the signatories agreed
to disagree on the question of the GDR's sovereignty. The treaty
neither contained Bonn's formulation of "one German nation"
nor referred specifically to the GDR's sovereignty. The West
Germans had demanded "special relations" with East Germany,
but the GDR insisted that their relations be those between two
independent states. Finally, a compromise was reached whereby
the FRG did not recognize the GDR in international law, adopt-
ing the formula of "two states in one nation" and the two coun-
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tries agreed to exchange "permanent representatives" instead of
ambassadors.16 Both countries applied to join the United Na-
tions. Some West German opposition groups challenged the
treaty's legality, in view of the FRG's constitutional commitment
to reunification, but the German Constitutional Court somewhat
ambiguously upheld it.17 The GDR in September 1974 formally
removed from its constitution all mention of the concept of
eventual reunification of the two Germanies. In March 1974 the
FRG and GDR finally established permanent diplomatic mis-
sions in each other's capitals, but the West German representa-
tive dealt with the GDR Foreign Ministry, whereas the East
Germans dealt with the Federal Chancellery in Bonn. The
Grundvertrag signaled Moscow's acceptance of an intra-German
rapprochement within the framework of the Moscow-Bonn de-
tente.

Although Brandt was enlarging on and strengthening his
Ostpolitik with Eastern Europe, he was also conscious of the
need to continue improving the FRG's bilateral relationship with
the USSR. At the Twenty-fourth Party Congress, Brezhnev had
singled out the USSR's improved relations with the FRG as a
hopeful sign for possibilities of peace in Europe.18 Shortly after
the conclusion of the Berlin accord, Brezhnev invited Brandt for
an unprecedented private meeting in the Crimea, and Brandt
accepted without consulting the United States or the FRG's
other allies.19 Although he was enthusiastic about the state of
German-Soviet relations on his return, Brandt was quick to
point out that this meeting did not signify another Rapallo - the
ghost that West Germany, it seems, can never exorcise.20 The
final communique following the talks said that both sides had
discussed a wide range of problems and had reasserted their
commitment to the normalization of relations.21 Whereas the
Soviet press stressed the significance of the bilateral relations,
Brandt emphasized that despite the improved political relations
between the two countries, it would be incorrect to assume that
the FRG and USSR were developing a special relationship: "We
have not become friends of the Soviet Union or of its system, but
rather have become partners in a businesslike contract, just as
other Western states who are treaty partners of the Soviet
Union."22 Brandt always had to find a delicate balance between
his independent Ostpolitik and the need to reassure the United
States of the FRG's reliability.



From Moscow to Bonn 185

The third issue in Soviet-West German relations was the
internal politics of treaty ratification with the FRG. The opposi-
tion CDU had objected to every facet of Brandt's Ostpolitik and
made a concerted effort to prevent the ratification of the treaty.
Opposition leader Rainer Barzel hoped to use the ratification
controversy to bring the Brandt government down. The first
ratification debate was in the Bundesrat in December 1971. One
of the supporting documents that Brandt submitted to the Bun-
desrat was a series of statements by Soviet Foreign Minister
Gromyko designed to refute the arguments of those who
claimed that the treaty sealed the division of Germany and the
present borders in Europe, and that Bonn had made all the
concessions.23 The battle over Ostpolitik became more acute
during the first Bundestag debate on the treaties, in February
1972. Foreign Minister Scheel, replying to opposition criticism,
reaffirmed the official SPD-FDP line, which the Russians had
indirectly corroborated: "If there is a way towards the unity of
the nation, then it is only through a general relaxation of tension
in Europe which can bear the burden of pushing in the back-
ground everything that separates us from the GDR."24

As the controversy continued, it appeared in March and April
1972 that the Bonn government might not obtain the necessary
overall majority of 249 votes in the Bundestag for ratification.
Brezhnev, in a speech to the Trade Union Congress in March,
blamed "revanchist" elements in Germany for opposition to the
treaties. Kosygin impressed on the German ambassador how
important ratification was for the Kremlin. In the following
weeks, the Kremlin took certain unprecedented steps to mollify
German opposition. In April Gromyko, in a speech to the Su-
preme Soviet, confirmed Soviet acceptance of the "letter on
German unity" appended to the 1970 treaty.25 One of the CDU's
main complaints was that the USSR had since 1957 refused to
recognize the existence of the EEC, which was a vital component
of Germany's economic and political security. Speaking to the
trade unions, Brezhnev said: "The Soviet Union by no means
ignores the situation in Western Europe, including the existence
of an economic grouping of capitalist countries such as the
Common Market. We are carefully observing the activity of the
Common Market and of its evolution."26 This de facto recogni-
tion of the EEC was seen in Germany as a major concession from
the USSR. In April, a CDU vote of no confidence in Brandt was
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defeated by only two votes in the Bundestag. The treaty with the
USSR was ratified on May 17 by 248 votes for, 10 against, and
238 abstentions in the Bundestag. On May 31, the Supreme
Soviet unanimously ratified the treaty.27 The controversy over
the ratification had mobilized large sectors of the German popu-
lation.28 Polls indicated that 80 percent of the population sup-
ported Ostpolitik, among them every third CDU voter.29 In the
November 1972 election, the unexpectedly large victory of the
SPD confirmed the overall support for Ostpolitik within the
FRG. The SPD won 271 seats in the Bundestag, as opposed to
224 in 1969. The main reason Brandt was able to secure the
ratification of his Ostpolitik was because of his own bargaining
with other politicians. The USSR nevertheless used its own in-
fluence to try to insure passage of the treaties, showing how
important this was for the Kremlin - or at least for Brezhnev and
those who supported Westpolitik.

After the ratification of the treaties, Soviet-German relations
continued to improve. The Soviet press, although warning
against those in the FRG who opposed the normalization of
relations with the USSR, began to change its coverage on West
Germany in contrast to the pre-Brandt period. Gone were the
constant denunciations of German imperialism and revanchism.
In their place, more balanced articles stressing the predomi-
nance of reason and "businesslike" cooperation between the two
countries began to appear.30 In July 1973, Bonn and Prague
finally buried the Munich Agreement in their bilateral treaty.

In Chapter 1 the four main components of the German prob-
lem were outlined. By 1973, all four areas had been dealt with in
the Ostvertraege. The question of Germany's geographical location
was settled in the Moscow, Warsaw, and Prague treaties. The
question of the division of Germany was temporarily resolved in
the Grundvertrag. The Berlin problem was resolved in the Four-
Power Treaty. The question of Germany's integration into the
Western alliance system was also settled by these treaties. The
German problem was, for the time being, solved, although the
long-term question of reunification remained.

The 1972 trade treaty: the end of linkage?

When Economics Minister Karl Schiller visited Moscow in Sep-
tember 1970, he discussed with Kosygin the renewal of talks to
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conclude a trade treaty with the USSR. The German govern-
ment was concerned to reestablish a legal framework for eco-
nomic relations. Apparently, Kosygin was receptive, but the
problem of West Berlin was not resolved. The Russians also
insisted on further import liberalization before the conclusion of
any treaty.31 The problem of the EEC had long complicated
trade negotiations, because the Common Market had been try-
ing to prevent the conclusion of bilateral East-West trade
treaties and wanted to coordinate all its members' trade
agreements with the East. However, in November 1970, Brussels
agreed to allow the FRG to negotiate a five-year trade pact with
the USSR.32 When the USSR announced its ninth Five-Year
Plan for 1971-75, it was clear that it was counting on a major
expansion of foreign trade to make possible the realization of
the plan.33 Foreign trade was scheduled to rise by 33 percent in
those five years, with computerization of the economy as one of
the main Soviet goals.34

Against this background, the Soviets and Germans conducted
negotiations on a new trade treaty from February 25 to March 5,
1971, in Bonn, the first time such negotiations had taken place
since 1967. In the meantime, long-term trade treaties had been
concluded between the FRG and Rumania (December 1969),
Poland (October 1970), Hungary (October 1970), Czechoslo-
vakia (December 1970), and Bulgaria (February 1971). All
these agreements included an unpublished clause specifying
that they were "valid for the area of the D-mark West," that is,
West Berlin. This was what Bonn wanted in the Soviet treaty. In
addition, however, the agreements provided for mixed commis-
sions, one of whose functions was to proceed with liberalizing
German import quotas from Eastern Europe so that 80 percent
of these imports had been liberalized.35 Because the FRG did not
have a trade agreement with the USSR, no such commission
existed, and there was no legal framework for monitoring trade
difficulties and encouraging trade expansion by reducing
quotas. Thus, German trade with the USSR was far less
liberalized than with the rest of Eastern Europe. Moscow there-
fore had an economic interest in concluding a trade agreement,
namely, increasing the volume and range of Soviet exports to
the FRG and securing more guaranteed German credits.

Despite this Soviet economic motivation to conclude a trade
treaty with the FRG, Moscow was still unwilling to meet the
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FRG's minimal political condition for the conclusion of the trade
treaty - the inclusion of West Berlin in the trade area. Moscow's
political commitment to the independent status of Berlin at this
stage overrode its economic self-interest. Likewise, although the
Germans were interested in the agreement on trade for eco-
nomic reasons, they were using it as a trial balloon to test the
Russians' willingness to come to a general agreement on Berlin.
The Brandt government had made it clear that there would be
no ratification of the Moscow treaty without a Berlin agreement,
and if the Russians would not even include Berlin in a trade
treaty, then this was a bad omen for future Four-Power negotia-
tions. Thus, both sides had economic and political stakes in the
trade agreement. The German government was supported by
industry in its insistence on a satisfactory Berlin solution. Otto
Wolff von Amerongen, president of both the Ostausschuss and
the DIHT, stressed that "a Berlin solution comes first."36 During
the ten days of negotiation, no solution was found to the Berlin
question and the talks adjourned deadlocked. Moscow had given
notice that it would not compromise its political principles for
possible economic gain, and Bonn had likewise impressed on the
Soviets how seriously it viewed their stubbornness on the Berlin
issue.

In the intervening months, German hopes for the completion
of trade agreements and a Soviet compromise on Berlin began
to decline, and the follow-up talks on trade, originally scheduled
for April, were not held. However, when the Berlin accord was
initialed, the Germans took this as a signal from the Soviets that
they would be willing to agree to a Berlin clause in a new trade
agreement.37 Nevertheless, the USSR refused to do this, and the
talks remained stalled. The question still remains as to why they
were willing to sign a Four-Power agreement guaranteeing West
Berlin's political links to the FRG but were not prepared to agree
to a clause reaffirming West Berlin's trade links with the FRG. It
is possible that the Soviets held back so that they would still have
a lever to use during the difficult ratification process in Ger-
many. Because the Kremlin had repeatedly said that the eco-
nomic and political aspects of normalization of relations were
linked, it apparently did not want to compromise on the eco-
nomic side until it was certain that there would be a political quid
pro quo from the Germans. On the other hand, subsequent
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developments suggested that any Soviet acceptance of West Ber-
lin's links with Bonn in treaties were an exception rather than a
rule. In 1978, Moscow refused to sign agreements with the FRG
that included West Berlin, and its stand in 1971 was consistent
with its general policy of not signing Berlin clauses in treaties
with Bonn.

In December 1971, Scheel met with Gromyko in Moscow to
discuss the problems of ratification and of German-Soviet eco-
nomic relations, and Gromyko stressed that the USSR wanted a
definite sign that the Moscow treaty would be ratified before the
USSR would sign a trade agreement including a Berlin clause.
However, German observers commented that the USSR was
worried about the prospect of the FRG concluding a trade
agreement with China, a concern that was reinforced and in-
creased by President Nixon's visit to China and the prospects of
greater U.S.-Chinese trade.38 There is indeed a similarity be-
tween the Soviet decision to respond favorably to Brandt's
Ostpolitik and the Kremlin's change of heart about the trade
treaty. Both seem to have been motivated by developments
within Germany and by the threat of Chinese competition. In
March Brandt announced, at a crucial Bundestag Foreign Af-
fairs Committee meeting, that the USSR was prepared to facili-
tate the ratification of the treaties both by accepting Foreign
Minister Scheel's "letter on German unity" and by provisionally
signing a new trade agreement recognizing Bonn's right to act
for West Berlin in trade matters.39 The Soviets' intervention at
this time was crucial, because by agreeing to accept a Berlin
clause, they enabled the SPD to portray the Soviet move as an
important vindication of Brandt's Ostpolitik and a powerful ar-
gument for ratification. As an added incentive, Brezhnev agreed
to permit ethnic Germans living in the USSR to emigrate if the
treaty was ratified.40

Trade talks began on April 3, 1972, and with the removal of
the Berlin obstacle, there were few outstanding economic diffi-
culties. The trade pact was initialed on April 7 and covered trade
and economic cooperation until December 31, 1974. The
agreement foresaw a significant increase in exchanges of ma-
chinery, equipment, manufactures, and consumer goods. It in-
cluded West Berlin explicitly, although the USSR did not make
any compromise different from that in I960.41 It also estab-
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lished a mixed commission to look into regulating trade rela-
tions.42 Economics Minister Schiller, writing in Handelsblatt,
hailed the agreement in the following terms: "In our relations
with state trading nations, we cannot follow the principle that
political understanding follows trade and economic cooperation -
because of this, German industry needs a secure political basis
for its long-term trade and cooperation agreements with Soviet
enterprises."43 The German government, although stressing the
economic importance of the agreement, used it to argue for the
ratification of the treaties. The Soviet press stressed the eco-
nomic and political significance of the agreement, saying it
would help to strengthen peace in Europe.44 However, the
Soviets made it quite clear that if the treaties were not ratified,
the trade agreement and German-Soviet economic relations in
general would be harmed. Speaking to the Foreign Affairs
Committee of the Supreme Soviet, Politburo member Mikhail
Suslov, reputed to be less supportive of detente than Brezhnev,
gave an explicit warning: "It goes without saying that, if the
treaty does not come into force, the FRG, having lost the political
confidence of other states, will lose its significance for the Soviet
Union as a serious economic partner."45 At the first meeting of
the German-Soviet mixed economic commission, the Soviet del-
egation chairman, Novikov, intimated that the commission's
work would continue only if the treaties were ratified.46 How-
ever, some German business circles were skeptical of Soviet sin-
cerity in these pronouncements. They believed that the Russians
were using the threat of breaking economic ties as a pressure
tactic to insure ratification of the treaties, and they claimed that,
even if the treaties were not ratified, the USSR would continue
to trade with the FRG at its previous level for purely economic
reasons.47

The USSR signed the trade agreement following the ratifica-
tion of the treaties on July 5, 1972, and Soviet Foreign Trade
Minister Patolichev symbolically passed through West Berlin on
his way to the signing. The FRG reduced its import quotas on
Soviet goods from 40 to 16 percent and promised to reduce
them further.48 Patolichev termed the agreement an "organic"
result of the Crimean talks between Brandt and Brezhnev.49

Soviet writers in general praised the agreement as laying a
firmer foundation for German-Soviet economic relations.
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Brezhnev's 1973 visit to Bonn: from cold war to detente

Leonid Brezhnev's trip to Bonn in 1973, the first time a Soviet
leader had ever set foot on West German territory, provides a
sharp contrast to the first visit by a West German head of state to
the USSR in the chilly cold war days. Indeed, the differences
between Adenauer's trip to Moscow in 1955 and Brezhnev's
Bonn visit highlight the profound changes that had taken place
in German-Soviet relations over the past two decades. Ten years
earlier, Khrushchev had been ousted partly because he was
about to commit the cardinal sin of visiting Bonn. Now, the talk
was of friendship and unlimited opportunities for economic
cooperation. Brezhnev's trip also demonstrates the great impor-
tance that the Kremlin attached to its trade with the FRG and
suggests the degree to which economic factors influenced Soviet
foreign policy.

Before Adenauer visited Moscow, there was much speculation
about whether the summit would succeed. At one point, negotia-
tions were nearly broken off. By contrast, prior to Brezhnev's
visit, both the German and Soviet presses were full of articles
praising the visit and showing an expectation of harmony and
success on both sides. The most difficult issue was expected to be
Berlin, but because there was a Four-Power agreement, it was
anticipated that there could not be serious dissension. The head
of the Soviet trade mission in Cologne stressed that economic
relations would be the focus of the visit, and that the USSR
hoped for broadened economic contacts with Germany.50 Both
German and Soviet commentators, therefore, correctly gauged
that the main goal of Brezhnev's visit was to promote economic
relations, because the bilateral political agenda had been com-
pleted.

Brezhnev's arrival in Bonn from East Berlin on May 18 was
emotional, with both the Soviet and West German leaders clearly
moved by the historic significance of the event. Security precau-
tions were extremely tight, and Brezhnev was isolated from the
German people for most of his trip.51 At one dinner Brezhnev
reminisced about his memories of Germany invading his coun-
try in two world wars, and Finance Minister Helmut Schmidt
discussed his activities on the Eastern front in the Second World
War. Unlike the acerbic exchange of views between Adenauer
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and Molotov, however, these discussions stressed the prospects
for improved relations between the two sides.52 Significantly, the
political part of the negotiations followed the economic talks.
There was no political breakthrough, because both sides had
achieved their goals, although general questions of European
security were discussed. On the question of Berlin, the com-
munique at the end of the four-day trip promised "strict adher-
ence and full application" of the 1971 Four-Power agreement.53

The declaration also stipulated that both parties would work
toward the successful conclusion of the European Security Con-
ference. Thus, the political negotiations represented a ratifica-
tion and reiteration of the previous detente agreements.

In contrast to Adenauer's visit to Moscow, when economics
was barely mentioned and political problems were paramount,
economics occupied the bulk of Brezhnev's time in the FRG and
produced the only concrete agreements following the summit.
The main treaty was a ten-year accord on the development of
economic, industrial, and technical cooperation, something that
the Soviets had long wanted to negotiate. The agreement pro-
vided for the exchange of raw materials, energy technology and
know-how, and industrial plant under the aegis of a joint com-
mission for a period of ten years. The practical meaning of the
treaty was that the USSR had expressed its willingness to provide
Germany with oil, gas, and raw materials in exchange for indus-
trial plant and technical advice from German business. In addi-
tion, a cultural agreement was signed and also an agreement on
air traffic, permitting Lufthansa to fly to Tokyo via Moscow,
which specifically mentioned West Berlin.54

Probably the most symbolic episode during the Brezhnev visit
occurred when the leader of the Soviet Communist Party, to the
horror of his security guards, enthusiastically jumped into the
new Mercedes sports car presented to him by the German gov-
ernment and roared off alone down a hill at lightning speed.
Compared to this show of enthusiasm for the products of Ger-
man technology, Khrushchev's wry appreciation of Adenauer's
gift of binoculars pales into insignificance. Like his predecessor,
Brezhnev had great admiration for the West German economy.
He referred positively to interwar German-Soviet economic
cooperation and praised the German engineers who had worked
at the factory where he had been employed.55 The difference
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was that Brezhnev, unlike Khrushchev, was not only committed
to broadening the USSR's economic links with the FRG; he also
had the wherewithal to do it. Conscious of Germany's growing
energy import needs, Brezhnev knew that he had something to
offer the Germans in return for increased imports of German
capital goods.

The highlight of Brezhnev's tour was the helicopter flight
over the Ruhr and his meeting with sixteen top German busi-
nessmen. Even though economic affairs are more closely con-
trolled by politicians in the USSR than in the FRG, Soviet eco-
nomic functionaries usually negotiate trade and cooperation
matters. It was a sign of Brezhnev's great interest in economic
ties with the FRG that he personally spent a day discussing spe-
cific projects. He also described in glowing terms the prospects
of opening up Siberia and other long-term deals. It was clear
that Brezhnev's main interest was not in trade but in huge
cooperative ventures, and that his vision of future German-
Soviet cooperation was extremely optimistic.

The irony of Brezhnev's enthusiasm over German-Soviet
economic relations was that many of the German businessmen
with whom he talked thought he was being unrealistic - those
same businessmen who a decade before had pressed the German
government to increase trade with the USSR. Brezhnev told his
guests: "We are looking for new cooperation agreements for 30,
40 and 50 years. Seize those opportunities, don't wait." They
thought that Brezhnev's admiration for the German economy
and its potential investments in the USSR was exaggerated. For
instance, he overestimated the scale on which German industry
operated when he proposed the joint exploration of copper and
bauxite. Brandt, in his memoirs, recalls how much Brezhnev
stressed the economic component of Soviet-German relations
and the possibilities of giant cooperative deals, claiming that he
personally had criticized certain ministers for some of the prob-
lems in trade with the FRG at the previous plenum of the Cen-
tral Committee. It was Brandt's strong impression that Brezhnev
overestimated the FRG's potential for trade with the USSR.56

Armed with offers of vast supplies of Soviet energy, Brezhnev
thought that economic relations between the two countries could
be transformed, both quantitatively and qualitatively.

Whereas Khrushchev had spoken of "an ocean of trade with
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the East," Brezhnev took this theme a significant step further.
Gone were the familiar statements made by Khrushchev in 1955
and again by Kosygin in 1971 that the USSR did not need West
Germany economically.57 Although Brezhnev did not express
his desires in terms of Soviet need but rather in terms of the
boundless possibilities of mutual economic ties, the message was
the same: The Soviet Union definitely wanted to expand its
economic relations with Germany as much as possible and as
soon as possible. In his television speech in the FRG, Brezhnev
had pointed out that increased economic relations would pro-
vide a firm basis for peace.58 The German press viewed this
Soviet enthusiasm as having "historical meaning" and said that
there had never before been such an offer of economic relations
from the USSR to any Western state.59 A Soviet commentary on
the trip stressed the other familiar theme that the Germans
wanted Soviet trade, adding: "The organization of long-term
economic cooperation is in the interests of both sides. It leads to
the strengthening of trust between states, strengthens peaceful
relations with one of the most powerful capitalist states, and
permits a more rational use of international economic ties."60

After Brezhnev returned to Moscow, the Soviet press em-
phasized the economic aspects of his trip, explaining that "noth-
ing can better contribute to the strengthening of peace than
business cooperation." Rather than emphasize the German need
for trade with the USSR, the Soviet media now stressed the
theme of mutual advantages, although commentators admitted
the economic difficulties involved in implementing specific proj-
ects.61 Brezhnev clearly hoped that one of the main results of his
Westpolitik would be a significant increase in German-Soviet
trade. He also felt secure enough - having ousted two of the
main opponents of Westpolitik, Ukrainian Party leader Pyotr
Shelest and Gennaidi Voronov, one month before his departure
for Bonn - to pursue quite unabashedly the economic aspects of
his Westpolitik.62 Moreover, because the bilateral Westpolitik
had been completed, there was little more, politically, that
Brezhnev could obtain from Brandt. The next phase of
German-Soviet detente negotiations would be multilateral and
concerned with European security, the Strategic Arms Limita-
tion Treaty (SALT), Mutual Balanced Force Reduction (MBFR),
and other strategic issues, depending more on the United States
than on Germany.
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In contrast to Adenauer's departure from Moscow, which was

characterized more by relief than any other emotion, Brezhnev
delayed his departure from Bonn by thirty-five minutes in
last-minute embraces with German politicians. Commentators
from both countries noted the improved political climate, yet
little concrete was achieved. It was an end rather than a begin-
ning. Brezhnev's trip symbolized the waning of the cold war and
the temporary resolution of the German problem. Shortly after
his departure, a new era was to begin, one in which the formal
aspects of Ostpolitik and Westpolitik no longer occupied such an
important position in the world arena. Bilateral detente was a
legal fait accompli, and now it remained to be seen what oper-
ational meaning it had in day-to-day terms, as opposed to the
theatre of summitry.

The years 1970 to 1973 marked the transition to a new period
in German-Soviet relations in which the old patterns of interac-
tion that had prevailed during the cold war were modified.
Brandt's visit to the USSR and Brezhnev's trip to Bonn sym-
bolized the passage between the two eras. The press talked of the
transition from confrontation to cooperation. Nevertheless, al-
though the political symbolism of the Brezhnev visit was signifi-
cant, the fanfare attached to the economic agreement testified to
the continuing abnormality of Soviet-West German trade. As
one German diplomat cautioned, "Things that seem spectacular
with the Soviet Union would just be taken as normal in other

Ostpolitik phase 2: multilateral detente between the two
Brezhnev visits

The 1973 Brezhnev visit to Bonn marked the close of the bilat-
eral phase of West German-Soviet detente. Henceforth, detente
in Europe was to be a product of multilateral negotiations -
which would have been impossible without the prior bilateral
detente. Probably the most important of these were the negotia-
tions for the European Security Conference. The USSR had for
years called for the convening of an all-European conference on
security to ratify multilaterally the boundaries of postwar
Europe. After much debate, the Conference on Security and
Cooperation in Europe (CSCE) of thirty-five nations opened in
1973. It would have been impossible without Brandt's Ostpolitik,
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because Brandt's acceptance of the boundaries of Europe and
his de facto recognition of the division of Germany was a pre-
requisite for the conference. Initially, the USSR had sought to
block U.S. participation in CSCE, stressing the incompatibility
between American and European interests and presenting
CSCE as a safe way for the Europeans to escape American
domination. However, once they had accepted U.S. participa-
tion, the Soviets were concerned to consolidate their control over
Eastern Europe during the conference.64 The Soviet call for
CSCE was greeted with considerable skepticism in the West, be-
cause it appeared to serve primarily Soviet interests in legitimiz-
ing the division of Europe. Nevertheless, the conference ulti-
mately may have inaugurated a process of political change with
unexpected and undesired consequences for the USSR. In addi-
tion, the West was able to secure Soviet agreement to begin talks
on MBFR in Europe by predicating Western participation in the
CSCE conference on Soviet participation in MBFR talks.

The results of the two-year CSCE negotiations that culmi-
nated in the Helsinki Final Act of August 1975 have been
analyzed elsewhere.65 Briefly, after complicated negotiations
(which Brezhnev aptly described as a "useful school of interna-
tional politics for the participating states"), the thirty-five sig-
natories signed a document consisting of three "baskets," or
provisions, and a fourth basket relating to a follow-up confer-
ence. The first basket concerned general political principles
governing interstate relations. The West German government
was intent on preventing CSCE from ratifying the division of
Germany and fought to ensure that the language in basket one
left open the possibility of German reunification similar to the
provisions of the Bonn-Moscow treaty and the Grundvertrag.66

The Soviets finally compromised on the question of the im-
mutability of frontiers, and the declaration stated that the par-
ticipating states "consider that their frontiers can be changed, in
accordance with international law, by peaceful means and by
agreement." Basket two, which was the least controversial, and
was more important for Eastern than for Western Europe, dealt
with facilitating greater economic and technological relations,
asserting that economic activity would "contribute to the rein-
forcement of peace and security in Europe and in the world as a
whole."67 The most controversial basket was the third, dealing
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with "cooperation in humanitarian and other fields." The East-
ern side fought against including this provision and Secretary of
State Kissinger downplayed its importance, but Western Europe
insisted on its inclusion. With this basket, the USSR signed a
document committing it to encourage the freer flow of ideas and
people within the Soviet Union in exchange for securing West-
ern agreement to recognize the boundaries of Europe and to
promote trade and technological cooperation. At the end of the
conference, many viewed the Helsinki Act as a diplomatic
victory for the USSR. After all, Moscow had secured public
Western assent to the postwar division of Europe, and it was
difficult to see what the West had achieved through this conces-
sion.

But in the two years following the Helsinki conference and
prior to the first follow-up conference in Belgrade, it became
clear that the Soviet Union had incurred unforeseen liabilities by
signing the Final Act. Dissident groups within the USSR and
Eastern Europe cited Soviet assent to basket three to legitimize
their demands for more freedom of expression. Helsinki
monitoring groups burgeoned throughout Eastern Europe,
demanding greater freedoms consistent with the Helsinki decla-
ration.68 Despite Soviet insistence that it was complying with the
stipulations of basket three, and despite the persecution of these
monitoring groups, the Kremlin was forced to make some con-
cessions after Helsinki, casting doubt on the assertions of West-
ern opponents of CSCE that the USSR was the victor in this
process.69 As a West German spokesman said, "None of us be-
lieved that the Final Act would develop such an impact in this
area."70

The CSCE process has particular significance for West Ger-
many because of its implications for relations between the two
Germanies. The FRG was careful to ensure that CSCE did not
turn into an ersatz peace conference legitimizing the permanent
division of Germany, which the Kremlin ideally would have
liked. However, basket three has probably had more effect on
intra-German relations than in any other area. The provisions
regarding a freer flow of people and ideas and reunification of
families have been a major reason for the GDR's willingness to
permit greater emigration to the FRG and more visits from the
FRG.71 In return, the GDR has received tangible economic ben-
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efits through increased intra-German trade. CSCE has rein-
forced the process of intra-German normalization initiated by
the Grundvertrag. If one attempts to draw up a balance sheet, it
seems that CSCE had had more effect on intra-German relations
than on West German-Soviet relations, and that what the FRG
may have lost by further legitimizing the GDR's existence it has
surely gained by increasing the flow of people and contacts be-
tween the two Germanies.

The West German government played an active role in linking
the CSCE conference to negotiations on force reduction in
Europe, but these produced fewer concrete results than did
CSCE because of a variety of unresolved difficulties. The MBFR
talks began in Vienna in October 1973 and were intended to
increase West German security by diminishing the Warsaw Pact
presence in Central Europe. However, the talks were stalled by
three main issues. The first was the definition of "balanced"
force reduction. Given the asymmetrical geographical prox-
imities of the USSR and the United States to the European
heartland, (defined in Vienna as Belgium, the Netherlands,
Luxemburg, West and East Germany, Poland, and Czechoslo-
vakia) it was difficult to arrive at a definition of balance that
was acceptable to both sides. Second, there were persistent dis-
crepancies between Western and Soviet estimates of the size of
Warsaw Pact troop strength in Eastern Europe.72 A third prob-
lem was the fact that whereas the talks were continuing at a
snail's pace, the USSR was building up conventional Warsaw
Pact troop strength in Central Europe. France's refusal to take
part in the negotiations further complicated the talks.

Given the FRG's pivotal role in the NATO alliance and its
geographical position facing Warsaw Pact troops, West Ger-
many's stake in the MBFR negotiations was particularly signifi-
cant. The USSR was faced with a contradictory choice. On the
one hand, it wanted to reduce the American military presence in
Europe; on the other hand, it did not want Bundeswehr
strength to increase to compensate for the troop withdrawal.
Bonn, although not necessarily endorsing growth in its own
armed strength, wanted to ensure that its vulnerability to the
Soviet presence was not increased through conventional troop
reductions. Moreover, Bonn stressed the differing implications
of MBFR for the US and the USSR, on the one hand, and for
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those European countries actually situated in the areas of pro-
posed reductions, on the other. Because the FRG would be
much more directly affected by troop reductions than would the
US, the Germans proposed a two-stage process of troop reduc-
tion, first by the US and USSR and then by European forces, to
deal with the asymmetrical situation.73

In the initial phase of the MBFR talks, the USSR insisted on
troop cuts that would ensure Soviet predominance. However,
under Western pressure, the Kremlin began to modify its policy,
and when Brezhnev visited Bonn in May 1978, the joint
Soviet-West German communique emphasized approximate
parity as a negotiating principle. In addition, the USSR agreed
to negotiate about medium-range missiles in the so-called gray
area, such as the SS-20s, which were included neither in SALT
nor in MBFR. Chancellor Schmidt expressed optimism about
the future of MBFR, but by the end of 1978 it was difficult to
detect significant progress on this issue.74 The MBFR negotia-
tions were, however, overshadowed by the bilateral US-Soviet
SALT negotiations on strategic nuclear weapons. Bonn was con-
sulted on these negotiations and publicly supported American
proposals, although its main concern was with weapons that
threatened Central Europe.75 The multilateral aspects of
East-West detente both reinforced bilateral German-Soviet de-
tente and also highlighted differences within the Western al-
liance over policy toward the USSR.

Soviet-West German relations were affected by the change in
government in Bonn. In May 1974, Willy Brandt resigned after
it was revealed that one of his closest personal advisors in the
Chancellery, Gunther Guillaume, was an East German spy. One
of the final ironies of Brandt's career as chancellor was that the
man who had done most to improve relations with the USSR and
the GDR lost his position because of East German espionage.
The Soviet press commented only briefly on the change in the
West German government when Helmut Schmidt became chan-
cellor, Walter Scheel president, and Hans-Dietrich Genscher
foreign minister. No reason was given for Brandt's resigna-
tion.76 Although Schmidt pledged to continue his predecessor's
Ostpolitik, the Soviet leaders were somewhat wary of him, be-
cause he was known to be less emotionally committed to
Ostpolitik than was Brandt.
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The difference in both style and substance between the two
men was evident when Schmidt visited Moscow in October 1974.
It was a meeting that focused on economic questions.77 Continu-
ing problems over the interpretation of the Four-Power agree-
ment on Berlin were also discussed, as well as general political
issues. The tone was businesslike, and one outcome was a com-
mitment to regularize relations by holding fairly frequent
summit-level talks. Following the Schmidt visit, there were a
number of high-level meetings between Bonn and Moscow prior
to the 1978 Brezhnev visit to Bonn. Schmidt and Brezhnev met
at the Helsinki Conference in 1975, and Brandt, in his capacity
as chairman of the SPD, was invited to the USSR in 1975. Both
President Scheel and Egon Bahr visited the USSR, as did FDP
Foreign Minister Genscher. The Kremlin, realizing that
Genscher had a more critical attitude toward Ostpolitik than his
predecessor, was somewhat suspicious of him, but Soviet reports
of his visit stressed the "businesslike" nature of the talks.78

Whereas in the 1960s high-level FRG-Soviet talks were a rarity,
they had now become the norm.

Because the new Ostpolitik had been a product of an SPD-
FDP coalition and the CDU continued to criticize the Brandt
treaties, the Kremlin was concerned about the 1976 West Ger-
man election. At one point it appeared that just as Ostpolitik had
given the SPD a substantial victory in 1972, it might be its
downfall in 1976. The election campaign also touched on the
question of economic ties with the East. Prior to the election, the
Soviet government issued a number of statements about the
course of Ostpolitik. The Soviet press took an active part in
commenting on the 1976 election, as it had in the 1972 cam-
paign. It stressed the role that Ostpolitik had played in increas-
ing the FRG's political independence in the Western world, and
at the Twenty-fifth Party Congress, Brezhnev singled out rela-
tions with the FRG for special mention in his general review of
ties with capitalist states.79

In 1972, the German electorate had endorsed Ostpolitik, but
by the 1976 elections, support for it had declined, not the least
because of the Guillaume affair, and the CDU's campaign was a
well-coordinated assault on the Brandt policy. The CDU-CSU
slogan was "Freedom not Socialism," (Freiheit statt Sozialismus),
charging that the governing coalition was succumbing to a so-
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cialist bureaucracy domestically, a tendency exacerbated by a
weak policy toward the East, through which communist coun-
tries had outwitted the SPD-FDP government. CDU TV cam-
paign films showed pictures of Brandt and Schmidt happily con-
sorting with Kremlin leaders, juxtaposed with shots of East
German refugees.80 While two prominent CDU spokesmen on for-
eign affairs, Werner Marx and Alfred Dregger, were enter-
tained by the Chinese, the CDU candidate for chancellor, Hel-
mut Kohl, advocated the use of negative economic levers to
force political concessions from the Russians, because they des-
perately needed Western trade. Although the FDP publicly sup-
ported Schmidt's Ostpolitik, it was known that Foreign Minister
Genscher himself preferred to take a tougher line with the
Soviets on some issues, particularly that of Berlin.

During the 1972 campaign, the Soviets had aided the SPD-
FDP coalition by defusing tensions over West Berlin and giving
de facto recognition to the EEC. In 1976, however, despite the
Soviet preference for the ruling coalition over the CDU, the
Kremlin appeared more ambivalent. The Soviet press criticized
Schmidt's remarks after the Puerto Rico summit, in which he
said that the Germans and their allies would withdraw all finan-
cial aid to Italy if communists were given cabinet posts in an
Italian government.81 About a month before the election, how-
ever, there was a discernable shift in Soviet comments on the
West German election. Moscow had apparently realized that,
however much it disliked the diminished SPD enthusiasm for
Ostpolitik, it would be far more injurious to Soviet-West Ger-
man relations if the CDU-CSU were to win. Izvestiia praised the
ruling coalition for its Ostpolitik, based on mutually advanta-
geous cooperation, emphasizing the positive feelings that both
Soviet and West German citizens had for bilateral detente.82

Less than two weeks before the election, the Soviet government
announced that Brezhnev would visit Bonn after the election.83

Despite Moscow's doubts about the Schmidt government, there-
fore, the Soviet leadership was ultimately persuaded to come out
publicly in support of the ruling coalition.

The SPD-FDP coalition won the election by a narrow victory.
The CDU-CSU scored a 3.8 percent gain, their best result since
1957. Moscow reacted swiftly to the SPD-FDP victory, claiming
that it represented a mandate "to carry on the Eastern policy, to



202 From Embargo to Ostpolitik

develop mutually advantageous ties with the USSR and other
socialist countries." Despite the negative role that Ostpolitik had
played in the campaign, the Soviet press could now claim that it
was the success of Schmidt's detente policies that was decisive in
the election.84

The 1978 Brezhnev visit: lowered expectations

After two years of rumors and postponements, Brezhnev
traveled to Bonn in May 1978 for the second time. The visit
came at a low point in West German-American relations, and
there was concern that Brezhnev was hoping to utilize these
tensions to his own advantage. In general, expectations for this
trip were lower than they had been in 1973, and the German
press questioned what could be accomplished by the visit. It was
agreed that disarmament, economic cooperation, and Berlin
would be the main talking points, but that no decisive agreement
would be reached on any of these topics. Soviet commentators
were much more enthusiastic about the forthcoming visit.
Brezhnev spoke of a "qualitatively new character" in Soviet-
West German relations, adding that "the state of relations be-
tween West Germany and the Soviet Union is a sensitive indi-
cator of international detente" and stressing that the USSR had
only peaceful intentions in Western Europe. The Soviet press
emphasized the economic aspects of FRG-Soviet relations,
pointing out that bilateral trade had developed at a consistently
higher rate than the overall foreign trade of both countries and
stressing the potential for further growth in trade.85

It is instructive that the economic dimension of these talks was
stressed so much before the visit. In the years following Brandt's
resignation, Soviet-West German political relations had
stabilized at a level of lowered expectations. Brandt's Ostpolitik
had achieved its main goal - normalization of relations - and the
only area where there could be movement in bilateral Soviet-
FRG relations was in economic relations. There were no major
outstanding areas of political disagreement, and the signing of a
new economic agreement was the one likely tangible outcome of
the talks. Economic relations between the two countries had al-
ways implied a degree of normality absent from political ties in
the pre-Brandt era, and in the age of more stable - or perhaps
stagnant - detente they still had this function.
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The 1978 Brezhnev visit was more subdued than the Soviet
president's previous visit. It was businesslike, without pomp and
ceremony. One reason for this less public visit was Brezhnev's
health (the Soviet leader canceled a meeting with Ruhr industri-
alists), but it also appeared that Schmidt wanted to minimize the
ceremonial aspects of the visit. Brezhnev was in the FRG from
May 4 to 7, in Bonn and Hamburg. Apart from his talks with
leaders of the SPD-FDP coalition, he also saw CDU leader Hel-
mut Kohl and CSU leader Franz-Josef Strauss, the conservative
politician who had long been a bete noire of the Soviet press.
This meeting received great press attention in Germany. When
Brezhnev saw Kohl, the meeting was reportedly rather acerbic,
but the encounter with Strauss was apparently so pleasant that
Brezhnev took the unprecedented step of accompanying Strauss
to his car and thereby kept Communist Party leader Herbert
Mies waiting.86 Some conservative American observers saw
Brezhnev's cordial reception of Strauss as a move to weaken
German ties with the US, but the warmth of the talks may have
represented something less sinister than this.87 The Kremlin,
anticipating that the CDU-CSU could conceivably form the next
government, wanted to improve contacts with its leaders.

The political outcome of the talks was meager, beyond general
declarations of friendly intent. Brezhnev publicly did not sing
the GDR's praises, and he agreed to the principle of parity in
MBFR negotiations. However, in the matter of Berlin there was
little progress, and three German-Soviet agreements remained
unsigned because of the Berlin clause. In the joint declaration
issued by Brezhnev and Schmidt, there were mainly political
generalities. (The Germans ruled out the Soviet proposal to use
the words "friendship" and "rapprochement" in the com-
munique.)88 The two sides agreed that "detente is necessary pos-
sible, and useful," emphasized the importance of CSCE, commit-
ted themselves to military parity, resolved to "further improve
the quality and level of their relations in all fields," and reaf-
firmed their upholding of "strict observance and full implemen-
tation of the Quadripartite Agreement."89 Brezhnev's pre-
recorded (in Moscow) television address to the German people
about the outcome of the talks contained only political
platitudes, and the relative uninterest with which it was received
was a sign of how normal relations had become. The visit by a
Soviet leader to Bonn was no longer a matter for great attention.
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In the Bundestag debate following the visit, the chancellor was
optimistic and even the opposition was muted in its criticism. In
reply to Schmidt's affirmations of solidarity with West Berlin,
CDU leader Kohl reiterated his party's commitment to detente
but nevertheless criticized the chancellor for not being tough
enough with Brezhnev. He said the concrete results of the visit
were "very meager" and regretted the absence of positive
movement on the Berlin question. A CDU statement singled out
the Soviet failure to sign the three agreements that included
Berlin and reiterated the opposition's commitment to reunifica-
tion.90 Nevertheless, the tone of the debate was much less acerbic
than previous ones on Ostpolitik. Despite their criticisms of the
SPD-FDP government, the CDU-CSU had no real alternative
program to Ostpolitik, and their arguments were over form
more than substance. By 1978 a bipartisan consensus over the
desirability of maintaining detente had emerged.

The Soviet press was uniformly positive in its evaluation of the
Brezhnev visit, and according to a TASS statement during the
talks, "the political barometer pointed in an ever more confident
way to good." Neues Deutschland also praised the talks, and a
week after the Brezhnev visit, following the pattern of previous
visits, Gromyko went to East Berlin for talks with GDR leader
Erich Honecker. The USSR and the GDR signed a new agree-
ment on cultural and scientific cooperation, and in the com-
munique released after the visit, Honecker gave his full support
to the results of the FRG-USSR talks.91

After Brezhnev's departure, there was a change in Soviet am-
bassadors in Bonn. Valentin Falin, who had served as ambas-
sador in Bonn for seven years, returned to Moscow in August
1978, to become a spokesman on foreign affairs for the Central
Committee. He was succeeded by Vladimir Semyenov.
Semyenov was a high-ranking diplomat with an intimate knowl-
edge of Germany. A former ambassador to the GDR, he had
negotiated the 1957-58 treaties on trade and repatriation in
Bonn and had accompanied Mikoyan to Bonn in 1958. He had
also served in Germany during the period of the Nazi-Soviet
Pact. He had headed the Soviet delegation to SALT and was an
important spokesman on Soviet foreign policy. There was some
speculation about the appointment of a man who had played
such a key role in Germany's postwar history and was known to
have been a previous supporter of German reunification. Un-



From Moscow to Bonn 205

doubtedly, Semyenov's appointment was a testimony to the high
place occupied by Bonn in Soviet foreign policy.

If the political results of the Brezhnev visit were unsubstantial,
then the economic outcome was more concrete, indicating the
improvement in German-Soviet relations. Economics Minister
Graf Lambsdorff held discussions with Foreign Trade Minister
Patolichev and First Deputy Prime Minister Tikhonov on a va-
riety of issues, but the main result, the twenty-five-year eco-
nomic cooperation agreement, had been prepared before the
summit. The Agreement on Developing and Deepening Long-
term Cooperation between the Federal Republic and the Union
of Soviet Socialist Republics in the Economic and Industrial
Fields of May 6, 1978, was a broad agreement covering a variety
of areas. The preamble said that both sides were "seeking con-
stantly to develop and deepen the entire complex of relations
between the two states," but the rest of the agreement dealt only
with economic matters. The agreement stressed long-term bilat-
eral cooperation in various fields such as energy and "the widest
possible exchange of economic information in order to improve
mutual marketing opportunities," the commitment to "exert ef-
forts to grant medium-term and long-term credits within the
framework of the rules existing in each state on as favorable
terms as possible," and said that the agreement "will cover [West]
Berlin in keeping with established procedures."92 The
framework agreement was for twenty-five years, with the initial
term fixed at ten years. In view of the EEC ruling that member
states could no longer conclude bilateral trade agreements with
the USSR, this was called a cooperation and not a trade agree-
ment.

In the parliamentary debate on the Brezhnev visit, Schmidt
singled out the cooperation agreement for special praise. Al-
though he admitted that there were problems in the bilateral
economic relationship, caused particularly by the Soviet prefer-
ence for compensation deals that were sometimes disadvanta-
geous to both sides, he said that the Russians were aware of these
problems. He continued:
But also on political grounds I am glad that we have been able to sign
this agreement - the economic agreement extends far beond the range
of economic affairs. It provides an orientation for the development of
political relations in general, for long-term peaceful development which
presupposes that the people in both countries acquire a permanent
interest in one another's economic welfare.93
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A government spokesman said that the chancellor saw the
agreement as a "political act without parallel in the recent history
of the world."94 An FDP spokesman during the Bundestag de-
bate further claimed that the twenty-five-year agreement was a
"stabilizing element for the development of bilateral relations,"
although he warned against too much economic optimism about
the results of the treaty.95

In a distinct change in government reasoning, it was now ar-
gued that, even if the agreement was economically problematic,
its positive political effects were considerable and outweighed
the economic disadvantages of Soviet-West German trade. The
government espoused the view that improved economic rela-
tions could benefit political relations. The agreement ran for
twenty-five years and would therefore give both sides a stake in
continuing good relations. The government was now arguing
that Osthandel was politically significant, despite economic diffi-
culties, a claim that the Ostausschuss itself would never have
made so directly.

The CDU-CSU, although supporting trade with the USSR in
principle, nevertheless found a political reason for criticizing the
treaty. Helmut Kohl seized on a statement that Schmidt had
made, in which the chancellor had described the cooperation
agreement in terms of a Soviet reinsurance treaty like that of
Bismarck (in which the Iron Chancellor had allied Germany
with both Austria and Russia). Kohl used the trade agreement to
accuse Schmidt of introducing a Schaukelpolitik and of weaken-
ing Germany's loyalty to the Western alliance. A CSU statement
claimed that the agreement created the danger that the FRG
would become too closely entwined with the USSR economically,
and that the Kremlin could use this dependence for political
purposes.96

The Soviets attached great importance to the treaty and were
more enthusiastic about it than they had ever been about any
previous economic agreements. Because the agreement ex-
pressed general goals, the Germans had nothing to lose by it,
but all the government could do was to establish the parameters;
it was up to the business community to implement the agree-
ment. The Economics Ministry hoped that the framework would
facilitate long-range projects, but no specific deals were en-
visioned.
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The twenty-five-year agreement demonstrated the limits of
government power to promote trade with the USSR. All the
Economics Ministry could do was to provide the framework; it
could not force companies to engage in trade, thus limiting its
use of trade as a political incentive. The business community was
notably reticent about the agreement. Wolff von Amerongen,
downplaying its importance, said, "It is not a historic accord. It
gives German industrialists the chance to plan better and the
possibility to accelerate exchanges, but they are problematical
between countries with such different economic systems."97 The
difference between government and business evaluations of the
significance of the agreement highlighted its symbolic political
nature, because its economic content was relatively unimportant.
It was the commitment to long-term cooperation that had politi-
cal implications.

The twenty-five-year agreement of 1978 reflected the qualita-
tive changes in the interface between economics and politics that
had occurred since 1970. The agreement indicated that politics
and economics were considered interdependent in the long
term, because such a treaty could function satisfactorily for
twenty-five years only if political relations remained good. Link-
age, in the sense of explicitly using economic levers to promote
specific changes in political behavior, was no longer perceived to
be an appropriate tactic in Soviet-German relations. Instead,
bilateral relations had become normalized: Economic and politi-
cal ties were considered normal aspects of Soviet-West German
relations, and both sides could set the agenda. The economic
stakes had been raised so that there was greater - although by no
means total - symmetry between the political and economic as-
pects of the relationship.

As economic relations became more depoliticized, however,
their structural problems came into sharper focus, reinforcing
the German and Soviet awareness of the limits of East-West
trade.
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Beyond Ostpolitik and Westpolitik: the
economics of detente

Simply trade in the classical sense is not a foundation for an improved
and lasting relationship.

Soviet official, 19751

Trade with the East. .. encourages the hope that an economic rap-
prochement between East and West will promote political detente.

German Economics Ministry, 19722

Although West German-Soviet trade has traditionally been
viewed as a political issue, its economic salience has increased
since detente. If Soviet-German economic relations continue in
their present direction, then the economic determinants of these
relations will grow. It is therefore important to discuss the eco-
nomic significance of bilateral trade to both the FRG and the
USSR and to analyze the systemic limits to such trade that exist
independently of political developments. Naturally, inasmuch as
the Soviet and German economic systems are a reflection of
their respective political structures, they are ultimately politically
determined. However, one can examine the way in which the
two economic systems interact as a primarily economic problem.
Only by analyzing the economic problems and potentials of
German-Soviet trade can the future possibilities for political
leverage in these economic relations be analyzed. For, if there
are basic economic problems inherent in the bilateral German-
Soviet economic relationship, then no amount of political incen-
tives or disincentives can alter the fundamental structural prob-
lems of the economic relationship, and these problems can limit
the effectiveness of leverage.

208
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The development of West German-Soviet trade, 1970-1980

The normalization of relations between the USSR and the FRG
has had a noticeable positive impact on economic relations. Total
two-way trade rose from $739.9 million in 1969 to nearly $6
billion in 1979. In the decade since Brandt's Ostpolitik, there-
fore, there has been a sixfold increase in trade (see Table 7). Al-
though the Germans continued to have a positive balance of trade
with the Soviets, the USSR managed to reduce its trade deficit with
the FRG after 1976. The USSR has become the FRG's tenth largest
export market and its most important communist trading part-
ner. In 1970, trade with the USSR comprised 32 percent of
Germany's Osthandel (excluding the GDR); today it forms 45
percent. In 1970, trade with the USSR comprised 1.2 percent of
the total German foreign trade; today the figure is 2.3 percent.
The FRG remains the USSR's most important Western trading
partner, representing 16 percent of Soviet trade with developed
capitalist countries and 5.6 percent of total Soviet trade. How-
ever, because the German economy is more export-dependent
than the Soviet economy, exports to the USSR are relatively
more important for the FRG than are Soviet exports to Germany
for the USSR.3

In 1979, the FRG's trade surplus with the USSR had been
reduced to a slight deficit. By 1976, the Soviet hard currency
debt to the West had risen to about $10 billion, partly because of
the economic recession in the West and the drop in demand for
Soviet raw materials. The Soviet debt to Germany was about $2.8
billion, and the total indebtedness of socialist countries to the
FRG represented about $8 billion, or a quarter of the East's total
hard currency debt of $32 billion. Realizing that the situation
would not improve without a more stringent policy, the Soviet
government cut back on its imports of manufactured goods
from the FRG in 1976 and expanded its exports of raw materials
to Germany by 50 percent.4

The structure of Soviet-West German trade remains com-
plementary, despite Soviet attempts to alter this. More than 97
percent of German exports to the USSR are of finished goods
such as machinery, large-diameter pipe, and chemical products.
By contrast, 17.1 percent of Soviet exports to the FRG consist of
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Table 7. West German trade with the USSR, 1967-77 (in millions
of US dollars)

Year

1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977

Imports (CIF)

264,804
292,289
334,160
341,642
366,317
420,674
713,005
1222,662
1294,953
1701,544
1852,874

Exports (FOB)

198,046
273,370
405,723
422,448
460,681
712,208
1182,643
1856,084
2824,386
2684,725
2788,769

Total

462,850
565,659
739,883
764,090
826,998
1132,882
1895,648
3078,746
4119,339
4386,269
4641,643

Source: United Nations, Yearbook of International Trade Statistics (New
York, 1973, 1977).

raw materials, and 62.3 percent are semifinished goods (see
Table 8). Machinery makes up less than 5 percent of Russian
exports, although the Soviets would like to change the situation.5

The FRG is the USSR's biggest Western supplier of machinery
and equipment, representing 9.1 percent of total Soviet imports
in this category. It is also the USSR's main exporter of chemical
equipment, supplying 30 percent of Soviet imports.

West Germany is the largest single Western supplier of ad-
vanced technology to the Soviet Union. In 1977, for instance, 34
percent of Soviet imports of high technology came from the
FRG, as did 29 percent of its imports of manufactures. The next
most important supplier was Japan, with 17 percent of high-
technology imports and 20 percent of manufactures.6

The Soviet Union and Eastern Europe comprise the single
largest export market for the West German machine-tool indus-
try; approximately one-third of machine-tool exports from the
FRG go to communist nations. The FRG imports a considerable
amount of energy from Russia. The USSR earns 75 percent
of its hard currency from the FRG through the sale of energy
raw materials, chemical materials, wood, and cotton.7 In the
past few years, the USSR has somewhat increased its exports
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Table 8. Structure of German trade with the USSR, 1979

Imports from USSR

Imports (total)
Agricultural
Industrial goods:

of which
Raw materials
Semifinished goods
Finished goods
Back supplies and replacement

deliveries
Exports to USSR

Exports (total)
Agricultural
Industrial goods

of which
Raw materials
Semifinished goods
Finished goods
Back supplies and replacement

deliveries

Million DM

7,399
70

7,269

1,266
4,610
1,393

60

Million DM

6,624
129

6,470

44
189

6,237
24

% of total

100
0.9

98.2

17.1
62.3
18.8
0.9

% of total

100
1.9

97.7

0.7
2.8

94.2
0.4

Source: Bundesministerium Fur Wirtschaft: Der Deutscher Osthandel 1980
(Bonn, 1980).

of machinery to the FRG, and the rate of growth of Soviet ma-
chinery exports to the Federal Republic has been 1.5 times
larger than the overall rate of growth of Soviet exports to West
Germany.8

By the late 1970s, the extent of Soviet energy reserves had
become controversial. For instance, the Central Intelligence
Agency initially reported that the USSR would become a net
importer of oil by 1985, and although it has now revised its
earlier estimates, there are indications that the USSR may
well face an energy shortage in the future.9 The FRG was in
principle interested in developing Siberian energy sources, but
the scale of the enterprise indicated that this would be possible
only within the context of a multilateral deal involving the
Japanese or Americans. However, despite the potential Soviet
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energy problems, in the 1970s Soviet-West Germany energy
trade became the most profitable part of bilateral economic rela-
tions, following the 1970 gas pipe deal.

Immediately after the trade treaty was initialed in 1972,
negotiations for a S375 million credit by West German banks to
finance Soviet purchases of pipe from the FRG began. The
Soviets, as in previous deals, preferred to pay a higher price for
the pipe than pay the market rate of interest on credit. This time
the credits were fully insured by Hermes. The second triangular
natural gas deal was signed in July 1972. It had the same form as
the 1970 agreement. The Soviets were to increase their de-
liveries of natural gas to 7 billion cubic meters. In return for the
gas, the Russians would purchase a further 1.2 million tonnes
of steel pipe from Mannesmann and Thyssen and a consortium
of German banks would finance the deal involving a credit of
$500 million to run until 1983. The rate of interest was believed
to be about 6 percent. According to this second agreement, by
the end of the 1970s the FRG would be getting about 15 percent
of its supplies of natural gas from the USSR. However, Chancel-
lor Brandt went out of his way to stress that "no special depen-
dence will arise from this."10

In October 1973 the Russians began to pipe gas into Bavaria,
and in 1974 a third natural gas deal was signed. Modeled on the
previous two, it provided for up to 2.5 billion cubic meters of
Soviet natural gas to be delivered until the year 2000. Taken
together with the previous deals, this meant that the FRG would
obtain more than 8.5 billion cubic meters of Soviet gas annually
after 1980.11 A fourth contract was signed in 1975 between the
FRG, the USSR, and Iran. The three-sided IGAT II deal en-
visioned that the USSR would sell gas to Germany, Germany
would sell capital goods to Iran, and Iran would sell gas to the
USSR. The negotiations between the Iranians and Soviets were
difficult because the Soviets did not want to pay the price for gas
that the Iranians initially demanded. However, the Russians fi-
nally conceded. Under the 1975 agreement, Iran would supply
the USSR with 13 billion cubic meters of gas per year, and the
USSR would export 10 billion cubic meters to Western Europe.
About half of the gas reaching the FRG would be used within
Germany. The price for the gas at the border was "in line with
standard international prices," according to a Ruhrgas spokes-
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man.12 However, after the overthrow of the Shah, the deal was
abandoned.

Negotiations on a huge new European gas-pipe deal began in
1980, by which a further 40 billion cubic meters of Siberian
natural gas from the Yamal Peninsula would be supplied to
Europe after 1984. Mannesmann was to sell pipe valued at 15
billion marks to the USSR, and a bank consortium was to pro-
vide the financing at an interest rate of 8 percent.13 This agree-
ment would mean that, by 1990, the FRG would be importing 28
percent of its natural gas from the USSR, representing 5 percent
of its total energy supplies. In 1980, it was importing 16 percent
of its gas from the USSR and 6 percent of its oil.14 The govern-
ment let it be known that if the FRG were importing 30 percent
of its natural gas from the USSR, this would not constitute a
dependence risk.15

The question of dependence on Soviet energy supplies be-
came more controversial as the decade wore on. Following the
Yom Kippur War of 1973 and the quintupling of oil prices, the
Germans reoriented their energy plans and increased the role of
natural gas in their total energy imports. By 1980, natural gas
was to contribute 18 percent of Germany's energy needs, and
although Holland was still the largest supplier of gas, the USSR
was upgraded in its contribution to Germany's total energy
needs.16 Opposition groups within the FRG began to say that
Germany was developing a dangerous dependence on Soviet
supplies of gas, supplies that the USSR could easily cut off in a
political crisis, perhaps plunging the FRG into economic and
political chaos.17 The counterargument was that despite the
technical feasibility of a Soviet cutoff of the gas supply, it was in
their economic interest to continue to supply gas to Germany in
order to pay for purchases of technology for their own energy
industry.

The question of the possible Soviet use of gas supplies as a
political lever is both a technical and a political issue. On the
technical side, there is the question of substitution. On the one
hand, it is easier to substitute alternative hydrocarbon sources
for natural gas than it is for other forms of energy. On the other
hand, because of the nature of pipeline transportation, it is not
necessarily easy to substitute gas suppliers. On the political side,
there are those who argue that even if the USSR would be un-
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willing to cut off gas supplies in a crisis, it might well utilize the
FRG's dependence for preemptive political purposes - that is,
through the threat of a possible future termination of supplies, it
would hope to modify German foreign policy toward the USSR.
There are still those who maintain that the main goal of Soviet
foreign trade is to create Western economic dependencies that
can one day be utilized to the USSR's political advantage. The
dependence debate will remain a controversial subject within the
FRG as long as there is no consensus on how to quantify the
statistical boundary between sensitivity and vulnerability depen-
dence on Soviet natural gas.

Another form of energy imports from the USSR is enriched
uranium. As an incentive for the FRG to sign the nuclear non-
proliferation treaty, the Soviets offered to sell enriched uranium
as nuclear fuel for peaceful purposes to the FRG. The first
Soviet offer was made in June 1970: The West Germans would
deliver uranium to the USSR for processing, and the USSR
would then supply the FRG with fissionable fuel. The United
States, which has hitherto had a monopoly on supplying en-
riched uranium to the FRG, opposed the sale, but the USSR
began to supply enriched U-235. The first Soviet sale, valued at
$10.5 million, broke the U.S. monopoly by charging a lower
price than that charged by the Americans.18 In reply to a ques-
tion about the sale, the parliamentary secretary for scientific
affairs, Dohnanyi, said that the FRG government could not
interfere with commerical dealings.19 This remark reflected the
new policy of the Brandt administration, because the German
government had had few qualms about interfering in the past.
In 1979, 55 percent of enriched uranium used in nuclear power
plants in Germany (domestically a very delicate issue) came from
enrichment plants in the USSR.20 In 1977, a high-level Soviet
delegation had come to the FRG to discuss cooperation in the
field of nuclear technology, particularly in high-temperature
nuclear reactors, a development welcomed by German firms
involved in this area.21

The range and extent of economic relations between the
USSR and the FRG have increased so much since 1970 that it is
impossible to detail their development. Yet despite this growth,
one should not exaggerate the dependence of either economy
on the other. For certain sectors of the German economy, ex-
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ports to the USSR are more important than their relative con-
tribution to total German exports would imply. For instance,
about 40 percent of German exports of large-diameter pipe
went to the USSR in 1980; in 1979, these exports formed 12
percent of FRG exports to the USSR, the largest single item.22

Likewise, machinery imports from the FRG are important for
the Soviet economy. Although these trade dependence figures
for certain sectors of the German and Soviet economies are not
insignificant, they do not represent a substantial dependence for
either economy.

The German attitude toward trade since Brandt's Ostpolitik

Since 1970, trade with the USSR has been accepted as a normal
aspect of Germany's economic life. However, within this general
consensus, there are differences of opinion about the eco-
nomic parameters of this trade, both within different branches
of the government bureaucracy and between government and
businessmen.

Since the inauguration of Brandt's Ostpolitik, there has been a
change in the attitudes of German business and government
toward trade with the USSR. As the head of the Ostausschuss
pointed out: "The Federal Republic has in the past more than
twenty years of its existence pursued a differentiated [political]
policy and a relatively consistent economic policy towards the
East."23 The economic policy of the government may have been
relatively consistent, but the expectations behind that policy
have changed. A government spokesman in 1976 expressed the
prevailing view that only growing trade with the East would
create mutually beneficial interdependencies and have a stabiliz-
ing effect on the German economy; it also held significant po-
tential for expansion.24

If there is one single document that symbolizes the general
change in the German government's attitude toward trade with
the USSR, it is a booklet put out by two officials in the Economics
Ministry that caused a certain amount of controversy on publica-
tion at the end of 1972. In Osthandel-Ostpolitik in der Praxis, the
authors discussed Germany's trade with the East in a positive
light, stressing its advantages and potentials, with no caveats
about either political or economic dangers. The booklet exam-
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ined the various forms of economic contact between the two
sides and emphasized that "increased trade with the East is for
many reasons as much in Germany's economic interest as in the
interest of her Eastern partners." The pamphlet concluded that
it was primarily in Germany's economic interest to promote
trade with the East, and that this trade was above all a product of
economic factors.25 This publication was typical of the views of
the younger generation of civil servants in the Economics Minis-
try. Although admitting the beneficial effects on detente of
trade with the USSR, their main concern was to point the eco-
nomic advantages of doing business with the USSR.26 This de-
politicized attitude toward trade with the USSR caused some
consternation in the Foreign Ministry, where those concerned
with the trade felt that the new people in the Economics Ministry
were taking a potentially dangerous "economic" attitude toward
trade with Russia and neglecting its political dimensions.27

Although there is some disagreement between government
spokesmen on the specifics of East-West trade, their general
attitude toward linkage is fairly consistent. There is no talk of
utilizing economic veto power to elicit Soviet political conces-
sions. Rather, the general view seems to be that expressed by
Foreign Minister Scheel - that the political treaty of August 1970
laid a firm basis for expanding trade. On the other hand, Eco-
nomics Minister Schiller emphasized that the FRG's foreign
trade policy was unideological and determined purely by eco-
nomic factors.28

A new element in the government's position emerged during
the 1976 election campaign, when the SPD-FDP administration
began to utilize trade with the USSR for its own domestic politi-
cal purposes. Because of the exaggerated fears about economic
dependence on the USSR and the political use that the Soviets
might make of this fact, the German government had previously
avoided discussing questions of how many German jobs were
dependent on Eastern orders. During the pipe embargo, it was
the German firms, and not the government, that had linked the
embargo to loss of German jobs, and this pattern continued
throughout the sixties.

During the 1976 election, however, because of the growth in
unemployment in Germany and the CDU-CSU assault on Ost-
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handel, the West German government began to stress how many
German jobs were dependent on East-West trade. It was the
first time that the government had publicly admitted the eco-
nomic utility of trade with the East in such an explicit way. A
political advertisement printed shortly before the election
claimed that Osthandel employed 300,000 people, that exports
were vital for the FRG's existence, and that continued good rela-
tions with the East were necessary if trade were to continue.
Thus, the government made the explicit link between Ostpolitik
and the employment situation in Germany, arguing for better
political relations with the USSR and justifying Ostpolitik partly
on the basis of domestic economic need. This was indeed a volte
face from the pre-1969 debates, when trade with the East was
termed economically marginal and politically dangerous because
it enhanced Soviet power.

The trend which had begun in 1969 - namely, that the busi-
ness sector engaged in trade with the USSR was more skeptical
about its importance to West German industry than was the
government - continued during the 1970s. Otto Wolff von
Amerongen publicly disagreed with the government employ-
ment estimates, and the Ostausschuss went on record as saying
that trade with the USSR was no solution for unemployment
problems. He argued: "If you calculate that way, you must com-
pare the jobs which are secured through trade with the East with
those that are threatened through imports from the Eastern
bloc."29 In 1978, a spokesman from the Economics Ministry was
more cautious about citing exact figures on how many jobs were
dependent on trade with Russia, saying only that 30 percent of
Germany's machine-tool exports went to the East and 40 percent
of its pipe production, but that these figures changed with time.
Moreover, a study released in 1980 claimed that if one balanced
jobs lost through imports from the USSR against those gained
through exports to the USSR, the net effect of trade with the
USSR was that it secured about 92,000 jobs in Germany.30

Unlike the government, the business community by and large
argued with a consistency that harked back to the 1950s. It said
that trade with the USSR was desirable from an economic
standpoint and could have beneficial secondary political effects.
However, the businessmen were always wary of overestimating
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the economic potential of Soviet-German trade because of the
substantial economic problems involved. The BDI, which had
always been cautious in its evaluation of East-West trade, em-
phasized that it was incorrect to believe that this trade would
increase markedly as a result of the political treaties.31 However,
if the BDI in general was cautious, even negative, about the
possibilities for trade, its Eastern Committee took a far more
sanguine view. Perhaps this is a result of different concerns -
after all, the Ostausschuss represented those firms continually
engaged in trade with the East, which had a vested interest in
improving trade between the FRG and the USSR.

The head of the Ostausschuss, von Amerongen, continued to
express views consistent with those that his group had articu-
lated almost since its inception twenty years prior to the Brandt
era. In testimony before the United States Congress, he argued
that it was "not very realistic" to expect the USSR to offer politi-
cal concessions in return for economic concessions from the
West. He further argued: "Finally, I would like to say that, fun-
damentally, trade possibilities with the state-trading countries
are not only limited by their commercial policies and by their
bureaucratic and legal obstacles, but most importantly by the
weakness of their domestic markets. This, after all, is due to the
system."32

The German press, although generally welcoming greater
trade between the FRG and the USSR, was divided over the
prospects for this trade. Not surprisingly, the more conservative
papers stressed the economic pitfalls inherent in such trade,
whereas papers representing business, and more liberal jour-
nals, were more optimistic. Handelsblatt, although discussing at
great length such problems as financing Soviet imports and the
lack of suitable Soviet exports, emphasized positive economic
developments between the two countries and implied that politi-
cal developments had facilitated the growth of trade. The con-
servative papers warned against assuming any automatic con-
nection between Ostpolitik and increased trade. However, the
arguments against increasing FRG-USSR economic relations
were purely economic.33

A major study of West German-Soviet economic relations
published in 1976 concluded: "Before the detente in German-
Soviet relations, political factors were decisive in German-Soviet
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economic relations; today they are also important but not deci-
sive."34

The Soviet attitude toward trade since Brezhnev's Westpolitik

Although Soviet authors have always stressed the consistency,
since Lenin's time, of the USSR's views about trading with
capitalist countries, there have been some modifications in
Soviet views on trade with West Germany since the inauguration
of Brezhnev's Westpolitik. It is also significant that more dif-
ferences of opinion within the USSR about the Soviet policy for
trading with the West are now being expressed in Soviet publica-
tions. For instance, a major article in Pravda commemorating
the fiftieth anniversary of the Fourteenth Party Congress at which
Trotsky's proposals for industrialization were defeated, stated
that the USSR had to "ensure [its] economic independence from
the world capitalist economy."35 However, despite the recurrent
articles reminding the world that the USSR may not altogether
have renounced its formerly autarkic policies, the Soviets gener-
ally recognize the economic and political advantages of in-
creased trade with the West. According to Foreign Trade Minis-
ter Nikolai Patolichev, Soviet foreign economic relations entered
a "qualitatively new stage" after 1971 with a spectacular increase
in trade with the West, which now accounts for 31 percent of
Soviet foreign trade.36

In the aftermath of the Moscow treaty, there was no im-
mediate shift in Soviet writings on the desirability of economic
relations with the FRG or on their political implications. But
gradually over the next few years, more and more articles about
economic relations with West Germany began to appear in the
Soviet press. There had always been a plethora of articles about
the political dangers of a revanchist West Germany, but after
August 1970 the more propagandistic writings about the FRG
were deemphasized and more factual articles about economic
relations between the two countries, devoid of hostile political
rhetoric, increased. The Soviets, however, take pains to stress
that their view of trade with the FRG has always been consistent,
and that it was the Germans, and not they, who had modified
their previously negative attitude toward economic relations be-
tween the two countries. Although Soviet writers stress the Rus-
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sian interest in improving trade with the USSR, the Kremlin
periodically reminds the Germans that its desire for greater eco-
nomic contacts with the FRG is not so overwhelming that it
would make any significant political compromises to secure
trade. When the Soviets adopt a harder political line, they de-
value the importance of trade. On the other hand, when they
decided to do everything they could to facilitate the ratification
in 1972, they stressed the political and economic value of trade
as a stabilizing force in relations between the two countries.37

For the most part, however, the Soviets continued to disguise
their own desires for increased trade with Germany by attribut-
ing to German businessmen an overwhelming need for enlarg-
ing their economic contacts with the USSR. At the end of 1970,
an Izvestiia correspondent published a long article describing
interviews with many prominent German businessmen, all of
whom stressed the advantages of the Soviet market and wel-
comed the change in government policy toward the USSR. He
indicated that trade would be more profitable if the remaining
German restrictions on Soviet imports were removed.38 It has
always been a theme of Soviet writings that trade with the FRG
was an economic necessity for Germany and was helping the
German working class, and the German election debates of 1976
gave these Soviet arguments ample support.

Although continuing to emphasize the positive effects of in-
creased trade with West Germany, much Soviet comment
stressed the USSR's equal standing with the West as an advanced
industrialized trading partner, to justify Soviet demands that the
FRG buy more Soviet finished goods. Soviet writers went out of
their way to emphasize how much the USSR had to offer to
Bonn - particularly in the way of industrial goods - presumably
because of the USSR's adverse balance of trade with the FRG
and frequent German complaints that the Russians had little to
export to Germany. One author cited the Soviet export of ships,
machine tools, cameras, airplanes, and hydrofoils.39 Other arti-
cles pointed out that the German concern about Soviet credit
needs was groundless.40 Soviet articles also discussed trade in the
context of the USSR's raw materials supplies to the FRG, al-
though the emphasis was often on Soviet manufactured ex-
ports.41 This theme became more prominent as time wore on.
An article in the scholarly International Affairs said: "The struc-
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ture of Soviet exports to the FRG has also been substantially
changed - machinery and equipment exports have also been
steadily growing. Last year alone they increased by over thirty
percent."42 In an interview with Der Spiegel, Dzhermen Gvish-
iani, deputy chairman of the State Committee for Science and
Technology, emphasized that German scientists could learn
much from Soviet scientists in such fields as nuclear physics,
metallurgy, and mathematics.43

In his speech to the Twenty-fifth Party Congress, Brezhnev
stressed the need for "new forms of foreign economic links that
go beyond the framework of conventional trade" and cited
"compensation agreements" as examples of these new forms. He
called for the further participation of the USSR in the interna-
tional division of labor and said that the USSR "must expand the
production of goods that are in demand on foreign markets and
make them more competitive".44 This theme was reiterated in a
long article by a deputy minister of foreign trade, who em-
phasized that the USSR, if it was ever to participate fully in the
international market, must produce exports of machinery and
other finished goods that were truly competitive. Although the
author went out of his way to emphasize the high quality of
Soviet exports of machinery and finished goods, the message
was clearly that the USSR must concentrate on improving these
exports in order to sell them to the West.45 The Russians deem-
phasized their financial problems. Although admitting that
there was a Soviet hard currency debt, Soviet commentators
claimed that this was nothing extraordinary and attributed the
size of their debt to the West's economic crisis, which had di-
minished its ability to purchase goods from the USSR, and to the
remaining import restriction on Soviet goods in the West.46

Another constant theme in Soviet writings about trade with
the FRG was that the potential of their bilateral economic con-
tacts had by no means been fully utilized. The implication was
that both the FRG and the USSR would benefit by expanding
their economic contacts.47 The Soviets blamed the artificial eco-
nomic barriers established during the cold war for this state of
affairs.48 This was tied to another theme in Soviet writings - that
although many West German industrialists favored broadening
trade contacts, there were still influential conservative busi-
nessmen who were against trade with the USSR.44 Soviet articles
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claimed that the main reason for opposition to trade with the
USSR was the fear that this would increase Soviet military poten-
tial. Needless to say, the Soviets dismissed these fears, pointing
out that the FRG was far more dependent on foreign trade than
was the USSR.50 The main point was to blame external political
forces for the difficulties in West German-Soviet trade.

The evidence since 1970 suggests that Soviet economists do
not view trade with the West as a means of satisfying short-term
demand but rather as an important way of improving the econ-
omy's performance. In a major article, the head of the Institute
of World Economy stressed that the economic reasons for trad-
ing with the West were becoming increasingly important, al-
though trade could also form the basis for better political rela-
tions. More specifically, he argued that if the USSR was to take
fuller advantage of the international division of labor, then its
purchases abroad should be oriented not so much to satisfying
current needs as to raising productivity and quality throughout
the economy in the long run.51

During the last decade, there has been a debate in the USSR
over the extent to which the Soviet Union should import West-
ern technology and the degree to which it can develop its own
technology. This debate has partly been determined by domestic
factors, particularly the extent to which the Kremlin feels it can
admit that the socialist system needs the Western capitalist sys-
tem in order to complete the scientific-technological revolution.
Often, political leaders - in particular, those responsible for
ideology - tend to stress the USSR's technological self-
sufficiency. Economic specialists, the technical intelligentsia, and
those involved in the crucial sectors such as the oil industry,
however, tend to favor greater reliance on Western technol-
ogy.52

The Soviet view of the relationship between economics and
politics has remained fairly consistent. Soviet writers stressed
that Ostpolitik and Westpolitik had borne out their earlier pro-
nouncements about the interdependence of trade and politics.
As one book put it:
The development of economics and economic cooperation between
states can and must have an influence on world politics, just as this
cooperation offers its own economic basis for a policy of peaceful
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coexistence. The dialectical connection and the mutual influence of the
political and economic processes of detente are evident.53

By the mid-1970s, articles on West German-Soviet trade were
overwhelmingly positive, stressing the qualitative change in eco-
nomic relations between the two countries and the particular
significance of the natural gas deals, the trade treaty, and
agreements on scientific and technical cooperation.54 The bal-
ance sheet of Soviet-German economic ties since the 1970 treaty
was, in Moscow's eyes, very positive.55 Although the USSR has
historically tried to avoid linkage, it has also stressed the positive
long-term interdependence of economics and politics.

Kursk and the credit question

The fundamental economic problems of Soviet-West German
trade are those of all East-West economic interactions and have
been extensively analyzed elsewhere.56 They include the USSR's
inability to participate fully in the international economic sys-
tem; the inconvertibility of the ruble, necessitating bilateral
trade and a Soviet preference for compensation deals; the lack
of suitable Soviet exports; and the Soviet reluctance to pay West-
ern market rates of interest on credits.57 It is over this last point
that there have been recurrent Soviet-FRG altercations, because
West Germany is one of the few Western governments that does
not officially subsidize interest rates on credits to the USSR.

In 1974, the question of granting subsidized credits became
particularly acute because of the problems of financing the
Kursk steel mill.58 Britain, France, Italy, Japan, and the United
States (through the Export-Import Bank) have mechanisms for
granting state-subsidized credits to the USSR, but the FRG does
not.

In 1972, it had been announced that the German firms
Salzgitter and Korf had outbid their West European rivals in
winning a massive contract to construct a steel mill in Kursk in
the Ukraine, a project first suggested by Kosygin in 1971. The
project, which envisioned joint construction, was divided into two
parts. In the first part, the plant would use a new German
technology for direct reduction of ore pellets, which would be
used to manufacture steel. The Russians would then export the
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ore pellets to the FRG. The plant would operate on a far larger
scale than the other two comparable plants in the world, and
would be the world's largest steel plant based on the direct re-
duction method. For the Germans, who used a great deal of
sponge iron, the project was very attractive.59 The deal was an-
nounced two days before the German elections, in which Brandt
was asking for an endorsement of his Ostpolitik. Some observers
hailed the contract as a victory for his policy; others saw Soviet
intervention to try to help him win the election.60 Even if the
timing of the conclusion of the deal was political, its long-term
significance was economic. The Si billion deal, the largest on
record between East and West, was the biggest industrial coop-
eration agreement ever signed between the FRG and the USSR.
It was in essence a barter deal similar to the natural gas contract,
in that the Russians would export the excess pellet production to
the FRG as payment and German banks would provide financ-
ing.61

After the initial optimism over the agreement, it became clear
that negotiations were foundering on the question of credit. The
Soviets reportedly were willing to pay only 6 percent interest on
the credits from the German banks.62 The Kursk deal caused a
sharp disagreement between those in the German government
who favored subsidized credits for the USSR and those who
were against them. By 1974, there was considerable sentiment
within the German cabinet, particularly on the part of Chancel-
lor Brandt, Egon Bahr, and Foreign Minister Scheel, that the
FRG should alter its policy and grant state-subsidized credits for
the Kursk project. They were supported by some people within
the Foreign Office, who believed that the granting of credits
would improve the political climate. The economic specialists,
however, in particular Helmut Schmidt, who was then finance
minister, and Economics Minister Friedrichs, argued that it was
economically unsound for the German economy, which had an
excess export demand, to grant such credits. Many of the CDU-
CSU were opposed to granting credits, and Franz-Josef Strauss
called all credits to the East "reparations." Thus, on the issue of
credits it seems that those representing economic interests were
less willing to compromise than those representing foreign pol-
icy concerns, unlike the previous alignment, in which the For-
eign Ministry was more wary of trade concessions than was the
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Economics Ministry. The business community also argued
against subsidizing credits for economic reasons. The export
market was so healthy that there was no need to grant these
credits. In addition, Defense Minister Leber argued that Bonn
should not subsidize credits for Moscow as long as "the last
necessary Pfennig" had not been spent on German defense.63

The government possessed a possible means by which to grant
credits that did not violate the terms of the Foreign Trade Law,
namely, the Kreditanstalt fuer Wiederaufbau (Reconstruction
Finance Corporation). It was 80 percent owned by the govern-
ment and 20 percent by the federal states, and its original pur-
pose had been to help with the reconstruction of postwar Ger-
many. However, it was later used to finance projects in the Third
World.64

After much debate and continued opposition to subsidized
credits in the Bundestag, Brandt, Scheel, and Bahr conceded
defeat. In the end, Bahr and the head of Krupp, Mommsen,
had to go to Moscow to explain that the low rate of interest for
which the Russians were pressing was unrealistic.

The Soviets agreed to drop their demands for credits at a low
rate of interest and were willing to pay cash, a notable develop-
ment given their former insistence on loans. Berthold Beitz of
Krupp termed the deal "a turning point," and Soviet willingness
to pay cash was seen as an important step on the road to nor-
malizing East-West trade. A Soviet official explained his coun-
try's change of heart on the question of financing by saying, "We
wish to work together with Germany." The Soviet ambassador to
the FRG described the Kursk deal as "a normal trade deal."65

Subsequently the project ran into difficulties and its beginning
was delayed, although ancillary contracts were concluded for the
Kursk-Oskol complex totaling 1.1 billion marks. It was not com-
pleted by 1980.

The current German position on credits has not altered since
1974. An Economics Ministry spokesman has said that Germany
will maintain its position unless it becomes apparent that Ger-
man businessmen are losing out to their West European compe-
titors because of the lack of state-subsidized credits. Some Ger-
man businessmen feel that they are at a disadvantage in terms of
competing with other Western suppliers, but as long as
German-Soviet trade continues to grow, this does not seem to be
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a particularly noticeable disability. The BDI had called for a
minimum of 8 percent interest on credits to the East, with cash
down payments of at least 15 percent on export orders. In 1976,
an international consortium of fifteen banks, led by the German
Dresdner Bank, made a loan of §600 million to Moscow's Inter-
national Investment Bank, and from 1973 to 1976 German
banks and companies granted a total of $4.6 billion in long-term
credits to the Communist countries - more than half of which
was for the USSR. In 1977, two German banks gave a $1.25
billion credit to the USSR for the purchase of a turnkey chemical
plant.66 West German commercial credit, therefore, is readily
available to the USSR and is fully insured, the only problem
being interest rates.

On the credit question, however, all is not as it seems. The gov-
ernment exercises a degree of influence on credits. The "gentle-
men's agreement" on interest rates does not always work; for
instance, the Federal Bank sometimes charges lower rates, thus
giving de facto subsidies. In addition, the government controls
the Hermes Company, which guarantees credits. Many German
banks have ties to the government, particularly the Lander gov-
ernments, so the administration can influence the rate of inter-
est. De facto subsidies, therefore, are given, although there are
no official credit subsidies. It is doubtful that the lack of sub-
sidies substantially hinders the development of West German-
Soviet trade except in a symbolic sense.

The Kaliningrad negotiations: Berlin and the limits to
depoliticization of trade

After the conclusion of the Ostpolitik treaties, the status of West
Berlin remained the most sensitive area in Soviet-West German
relations. Despite the growing depoliticization of trade and the
increasing salience of economic determinants in Soviet-West
German trade, economic relations have not been immune to
political influence.

In order to understand the degree to which trade remained
politicized after 1970, it is important to examine the nuclear
power plant project at Kaliningrad because it illustrates many
themes of this book. On the one hand, it was a large-scale project



Beyond Ostpolitik and Westpolitik 227

with much visibility and prestige, a symbol of German-Soviet
rapprochement in the political and economic fields. It also in-
volved not only bilateral German-Soviet negotiations but also
the FRG's relations with its CoCom allies and the USSR's with its
CMEA partners.

At the end of 1973, the Soviets and Germans had worked out
the economic aspects of a major project. The Germans were to
build a nuclear power plant at Kaliningrad (Koenigsberg), from
which the USSR would supply Germany with electric current.
Brezhnev had suggested the deal when he visited Bonn, and it
would have involved the largest nuclear power plant ever to be
built in the USSR. There was considerable opposition to the
plant on the part of some German industrialists, who claimed
that the Soviets would gain access to German nuclear know-how
and could become future competitors in this field.67 Those in
favor of the project pointed out that it was economically benefi-
cial and that Germany would be dependent on the plant for only
about 3 percent of its energy needs.68 The most intractable prob-
lem, however, was the question of West Berlin. The FRG wanted
the Soviets to supply West Berlin with electricity from the
Kaliningrad plant. This would involve sending the electricity
through the GDR, which would have some control over it. Thus
the nuclear power plant deal involved fundamental political
questions, such as the desirability of being dependent on Soviet
electricity supplies, the granting of advanced technology to the
USSR, and the role of West Berlin. Also involved were priorities
in Soviet-GDR relations.

When Chancellor Schmidt visited Moscow in October 1974,
the power plant was a major topic of discussion. Prior to
Schmidt's visit, Economics Minister Friedrichs had hoped to
straighten out all the details. However, when Schmidt arrived in
Moscow, the Soviets insisted that electricity from the 1200-
megawatt, $600 million plant could not go directly to West Ber-
lin. The USSR suggested instead that the power line serve the
GDR city of Magdeburg, from which there could be a branch
line to West Berlin.69 At the end of his talks Chancellor Schmidt
said that he and Brezhnev had reached "fundamental agree-
ment" on the power plant, which would feed West Berlin as well
as the GDR and the FRG. The situation appeared to be accept-
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able to both sides. The USSR would acquire know-how in nuclear
energy from the Germans, and West Berlin's energy require-
ments for the next decade would be assured.70

No sooner had Schmidt announced the agreement on the plan
than objections were raised. These highlighted the limits to
Bonn's freedom of maneuver in East-West trade because of its
need to comply with multilateral CoCom export control regu-
lations. With British support, the United States at a CoCom
meeting in January 1975 raised objections to the German sale of
nuclear power plants to the USSR. American officials claimed
that the issue at stake was inspection of nuclear facilities by the
International Atomic Agency. The Soviets had never agreed to
on-site inspections as part of the nuclear nonproliferation treaty.
Although this provision may have been part of a larger strategy
to force signatories of the treaty to accept on-site inspections, the
United States also questioned the security aspect of selling such
nuclear technology to the USSR. The Germans claimed that,
because the USSR already possessed several nuclear power
plants, the building on this plant would hardly constitute a
strategic threat to the West.

Some German businessmen raised the question of the United
States's commercial motivation in utilizing the CoCom
mechanism to block the German sale of the plant and pave the
way for an American firm to conclude the deal instead. Westing-
house, which had already outbid the German Kraftwerk Union
in reactor sales to Spain and Yugoslavia, was reportedly in-
terested in the deal. Kraftwerk Union (jointly owned by Siemens
and AEG-Telefunken) was supposed to build the plant and was
particularly concerned to conclude the agreement, hoping that
if the USSR purchased a nuclear power plant, it would allow its
East European allies to buy them too. Foreign orders were par-
ticularly important for Kraftwerk Union. However, if CoCom
had prevented the West German sale, Westinghouse too could
not have sold a reactor to the USSR. Thus the FRG faced opposi-
tion to an important economic agreement from its Atlantic allies,
particularly the United States.

The Soviet Union also faced some competition from its East
European allies in concluding the project. The Poles were in-
terested in having the Germans build a nuclear power plant in
Poland, and Warsaw did not hesitate to discuss the supply of



Beyond Ostpolitik and Westpolitik 229

electricity to West Berlin.71 The GDR was also bidding for a
West German nuclear power plant and apparently was trying to
pressure the USSR to reject the deal.72 Although the USSR
could impose its will on these allies, it had to balance the eco-
nomic advantages of securing the plant against the possible polit-
ical disadvantages of denying Eastern Europe access to German
nuclear technology.

Apart from these external pressures on the allies of West
Germany and the USSR, there were also internal pressures
within the FRG to stop the deal. The opponents, harking back to
the arguments of the 1950s, claimed that by letting the Soviets be
responsible for delivering electricity to West Berlin - which
faced a future power shortage - the Germans were granting the
Russians undesirable leverage and creating a dangerous situa-
tion whereby West Berlin would become dependent on the
USSR for its vital economic supplies. This fear was reinforced
when the Soviets suggested building an East European ring-grid
system from Kaliningrad to Rumania with West Berlin as a
branch line. The FRG had wanted to transmit electricity from its
own grid to West Berlin if, for any reason, the Soviets cut off the
energy for the city, and this new proposal invalidated that plan.
It was a question of who would control the electricity supply.
Proponents of the plan argued, however, that if the Soviets cut
off the current for West Berlin, they would also cut off the FRG,
causing serious complications that might ultimately backfire on
the USSR. They also claimed that the Soviets were interested in
the power plant not for leverage but for supplying Soviet indus-
try with electricity.73

The Kaliningrad negotiations were finally adjourned not be-
cause of Western resistance in CoCom but because of the GDR's
opposition. In March 1976, the West German government an-
nounced that, owing to insuperable difficulties, the Kaliningrad
project had been abandoned for the time being. According to a
German spokesman, economic problems were involved, such as
the failure to agree on how much the Germans should pay for
their electricity from the USSR.74 The real issue, however, was
political and concerned the role of the GDR in supplying West
Berlin. The East Germans objected to being used by the USSR as
a transit route for electricity supplies to West Berlin, and accord-
ing to one Soviet spokesman, "Just as America must sometimes
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take notice of West Germany, we must sometimes listen to what
the GDR says."75 The GDR therefore argued against the project
for both political and economic reasons. Because it is generally
agreed that one of the reasons the Kaliningrad project was
shelved in 1976 was the successful East German pressure on the
USSR, it is important to ask why the Soviets allowed themselves
to be pressured, whereas previously they had little trouble im-
posing their political will on the GDR. After Ulbricht's fall, there
were continued tensions between the USSR and the GDR over
the extent to which Soviet-West German and intra-German rela-
tions could improve. Although Moscow could clearly impose its
will on decisive questions, it apparently calculated that the
Kaliningrad deal was not such an issue. Because the USSR had
alternative sources of energy, it could afford to make a conces-
sion to the GDR, whereas it might not have had the issue been
more important economically. In their calculation of assets and
liabilities, the loss of the power plant seemed less deleterious to
the Soviets than incurring the GDR's anger over the political im-
plications of the project for West Berlin. Similarly, the West
Germans, although somewhat annoyed by the long-drawn-out
negotiations, received the news about the failure of the most
spectacular German-Soviet economic agreement to date with
equanimity. Schmidt initimated that he had not entirely given
up on the contract. In June 1979, he discussed the possibility of
reviving Kaliningrad with Kosygin, and Pyotr Neporozhny,
Soviet minister of power and electrification, announced that the
USSR was planning to link its power grid to that of the FRG,
with the possibility of a branch line to West Berlin.76

The difficulties with the Kaliningrad project illustrate the con-
tinuity of past German-Soviet relations, namely, the importance
of political influences on trade, particularly where West Berlin
was concerned. Economic factors, although problematic, were
not decisive, because they could have been solved. The political
complications turned the balance against success. The West
Germans were trying to secure Soviet assent on West Berlin's
links to Bonn and its economic security. The Soviets, although
they had signed the Berlin agreement, considered the refusal to
include West Berlin in virtually all other agreements with the
exception of the trade treaty a basic political principle. Because
the amount of power to be supplied to the FRG was minimal, the
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Bonn government had entered into negotiations mainly to en-
sure that West Berlin was furnished with Soviet electricity,
whereas Kraftwerk Union was interested in sales to the USSR.
This would have been an important symbolic legitimization of
West Berlin's status and would also have lightened the FRG's
burden of supplying West Berlin with electricity. The negotia-
tions were adjourned in 1976, because East Germany was able to
prevent the USSR from responding to West German linkage
strategy.

Despite the Four-Power agreement, the Kaliningrad problems
illustrate that West Berlin's position is a potential source of fric-
tion between the USSR and the FRG. The problems over the
Berlin agreement concern the extent to which West Berlin is
linked to Bonn and what kind of ties it can have with the FRG.
The USSR interprets the language of the Four-Power agree-
ment as stating that West Berlin is not a "part" of the FRG. The
West Germans claim that the wording says it is not a "constituent
part."77 Although both sides agree that West Berlin can have
"ties" with Bonn, the West Germans use the word Bindungen
(indicating a close bond between the two), whereas the East
Germans use the word Verbindungen (implying a looser connec-
tion). Whenever the West Germans attempt to strengthen their
presence in West Berlin, the Soviets and East Germans protest.
A controversial issue has been the establishment in 1975 of a
Federal Agency for Environmental Protection in West Berlin, an
FDP-inspired move that the Soviets claim is illegal. In addition,
the USSR has objected to the German claim that Bonn's consu-
lates in Eastern Europe have the right to represent the courts
and other institutions of West Berlin as well as those of the
FRG.78

The West Germans have also failed to secure the inclusion of
West Berlin in cultural or scientific agreements. This shows that
the Soviet assent to a Berlin clause in the 1972 trade treaty was
indeed the exception rather than the rule. In addition, the
Soviets continue to denounce any Federal Republic links with
West Berlin. The Soviet ambassador to East Berlin, Pyotr Abras-
simov, a hard-liner who held this position from 1962 to 1971
and again since 1975, has reiterated that the West was interpret-
ing the Four-Power agreement in a "prejudiced manner," and
that constant attempts were being made to violate the basic prin-
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ciple that the three western sectors of Berlin did not come under
the direct jurisdiction of the FRG.79

Although the USSR was willing to recognize West Berlin's
economic ties with the EEC, it objected to the inclusion of West
Berlin in the 1979 direct elections to the European parliament.80

Soviet criticism of the FRG's actions in Berlin was not confined
to words; there were also actions. In the summer of 1976, there
was a series of incidents involving traffic harassment on the route
to West Berlin from West Germany and two fatal shootings
along the East-West German border.81 The Soviets claim that
they are scrupulously upholding the Quadripartite Agreement
and blame the FRG for violating its provisions.82 They are also
not above threatening that, if the Germans do not cease their
"illegal" activities, "it is obvious that this . . . could revive the
atmosphere of a 'frontline city' with all the ensuing serious
consequences both for the detente in Europe and for the inter-
ests of the West Berlin population."83

West Berlin not only had to endure continued Soviet protests
about its links with Bonn, it also began to suffer internally. As a
result of the stabilizing effects of the Four-Power agreement, it
no longer received the attention and money that it had when it
was the vanguard city in the cold war. It had become almost a
casualty of detente, and as its economy declined, the population
began to leave. It remained highly dependent on Bonn for its
economic survival, and the FRG paid 46 percent of the city's
budget in 1977.84 Although the United States has reiterated its
commitment to Berlin's freedom, whether rhetoric would be
matched with concrete support in the event of another Berlin
crisis is a matter for speculation. For the time being, although
Chancellor Schmidt may be correct that "today West Berlin is no
longer Europe's number one breeding ground of crisis,"85 it still
remains a potential means of leverage for the USSR.

The economic experience of the last decade, therefore, shows
that although economic factors play an increasingly important
role in Soviet-FRG trade, political factors remain decisive.



10
Normalization and the future of

Soviet-West German relations

The aspiration toward [German] unity - is no dusty, backward-looking
imperial romanticism. Unity is much more a peaceful goal oriented
toward the future. Helmut Schmidt, June 17, 19801

A decade after the normalization of relations, the USSR and the
Federal Republic had developed a modus vivendi in which eco-
nomic contacts played a significant role. By the end of the 1970s,
the progress made in developing a stable institutional framework
for bilateral and multilateral relations in CSCE had given the
FRG a considerable stake in maintaining the dynamic of its
Ostpolitik. Bonn had begun to play a more autonomous role in
international affairs, and the United States had ceased to deter-
mine the agenda for West German foreign policy, although it
continued to play a significant role in establishing the overall
framework for East-West relations. Nevertheless, the growing
independence of West German foreign policy inevitably led to
conflicts between Bonn and Washington over policy toward the
USSR. The Soviet Union was well aware of these developments
and was not averse to utilizing intra-Western disagreements to
its own advantage.

Afghanistan and the Western alliance

The Soviet invasion of Afghanistan in December 1979 brought
into sharp focus the differences within the Atlantic Alliance over
policy toward the USSR and highlighted the diverging percep-
tions in Washington and Bonn over the use of linkage, which
had developed over the past decade. At the same time, West
German Ostpolitik entered a third phase, whose central feature

233
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was the preservation of the concrete improvements in relations
with Eastern Europe that had been achieved since 1970. In the
third phase of Ostpolitik, the FRG was trying to maintain the
status quo, a form of political damage limitation in the face of
deteriorating U.S.-Soviet relations, whereas the United States
was revising its previous detente policies in response to what it
perceived as a Soviet move to change the rules of the detente
game. A discussion of the repercussions of Afghanistan on West
German-Soviet relations highlights the achievements and limits
of Ostpolitik and Westpolitik, the role of economic factors in
German-Soviet relations, and the impact of normalization on
perceptions of the relationship between economics and politics.

Although the FRG and the United States remained united in
their main security goal of containing Soviet military power, it
had become increasingly evident during the 1970s that America
and Germany not only held diverse perceptions of how to deal
with the USSR but had different concrete interests in relations
with the Kremlin. These conflicts over means and ends cannot
be recounted in detail; however, it will suffice to mention the
main points of disagreement over policy toward the Soviet
Union.

Washington and Bonn have disagreed over specific aspects of
the evolution of NATO policy and over Europe's role in West-
ern defense, although there is a consensus on some basic
strategic questions. For instance, in 1977, the issue of whether
the United States should produce and deploy enhanced radiation
weapons in Europe became controversial. There was disagree-
ment within the German government over the advisability of
producing the neutron bomb.2 When President Jimmy Carter
finally announced that the United States would not deploy the
weapons, much to Moscow's pleasure, there were signs that
Bonn disapproved of this position, although the United States
maintained that the FRG should have come out more strongly in
favor of the bomb. One of Schmidt's problems was the consider-
able opposition within the SPD to the neutron bomb. Dif-
ferences within the SPD over the nature of the Soviet military
threat and appropriate responses to it were a source of concern
to the United States. There were periodic reports that key SPD
figures, such as parliamentary leader Herbert Wehner, Egon
Bahr, as well as tank division commander General Gerd Bastian,
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claimed that Soviet military aims toward Europe were merely
defensive, in conflict with the official NATO evaluation of of-
fensive Soviet intentions. Although Defense Minister Apel and
later Wehner contradicted this view, these developments created
a predisposition in Washington to question Germany's true
loyalties, particularly the extent to which the SPD had re-
nounced the possibility of pursuing a Schaukelpolitik.3

Despite these recurrent American doubts, Chancellor Schmidt
was in fact the Western European leader most committed to
strengthening Western defense. In October 1979, Brezhnev, in
what was seen as a major Soviet move to forestall the moderniza-
tion of NATO forces and to exploit domestic political opposition
to the deployment of new weapons in Europe, announced in
East Berlin that the USSR would withdraw 20,000 Soviet troops
and 1,000 tanks from the GDR.4 Although Bonn was prepared
to take this Soviet arms control offer more seriously than was the
United States, Schmidt strongly supported the NATO decision of
December 1979, which included the deployment of American
medium-range Pershing missiles in Europe, to respond to Soviet
SS-20 missiles. In an attempt to forestall German support for the
decision, Foreign Minister Gromyko came to Bonn in November
1979 but failed to alter the German position. Gromyko denied
that the USSR was trying to split Germany from America: "The
Soviet Union does not seek to isolate the Federal Republic of
Germany from the other NATO countries. We are trying to
prove to the FRG government, to convince it of the same things
that we are trying to prove to the other NATO countries."5

There were substantial conflicts between Bonn and Wash-
ington over the means of approaching the Soviet Union, par-
ticularly after the election of President Carter in 1976.
Carter's support of human rights was a key determinant of
his foreign policy, and he criticized the USSR publicly for its
violations of human rights. The West German policy has been to
maintain public silence on the issue. Chancellor Schmidt some-
what understated it when he said, "As regards human rights, we
on this side of the Atlantic - and that includes my government -
are on the whole more reserved in our approach than the
United States."6 The Germans preferred to continue with quiet,
behind-the-scenes diplomacy to moderate Soviet policy, and
they were joined by the French and other Europeans in this
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approach. Moreover, Bonn was less concerned than Washington
to change Soviet domestic policy. Ostpolitik was a foreign policy
matter.

The differences between U.S. and West German concepts of
how to deal with the Russians on humanitarian questions were
most public at the Belgrade Follow-up Conference to CSCE in
1977. The German government decided that it would be coun-
terproductive to criticize the USSR too harshly on the im-
plementation of basket three, because this might jeopardize the
considerable improvements that had already been made. Bonn
claimed that whereas human rights was a matter of high princi-
ple for the United States, for Germany it concerned the everyday
lives of 17 million East Germans, and this necessitated a more
pragmatic and less confrontational German policy.

In the third phase of German Ostpolitik, there was more agree-
ment among the Europeans, particularly between France and Ger-
many, on the need to maintain a dialogue with the Soviet Union.7

Chancellor Schmidt went to Moscow in June 1980, an election year
in the FRG, despite American misgivings, stressing the need to
maintain "channels of communication with the USSR."8 French
President Valery Giscard d'Estaing had also met with Brezhnev in
Warsaw a few weeks earlier. Ostpolitik phase three involved a
German insistence on preserving the concrete gains achieved
over the past decade, within the framework of a common Euro-
pean detente policy, which diverged from U.S. policy.

Another feature of the more independent Ostpolitik was the
increasing divergence between U.S. and European concepts of
the politics of East-West trade. Whereas the Bonn government
had eschewed the use of negative economic levers to induce
political concessions from the USSR, the U.S. Congress passed
the Jackson-Vanik Amendment, predicating Most Favored Na-
tion status on Jewish emigration from the Soviet Union. This,
combined with the Stevenson Amendment limiting the amount
of credits to be given by the Export-Import Bank to the USSR,
caused the Soviets to cancel their trade treaty with the United
States in 1975. The West German government specifically re-
jected this method of dealing with the USSR. According to a
government spokesman, "a policy like the one Congress thought
was right or like what our own Opposition occasionally recom-
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mends, cannot only fail to achieve the desired goal, but can even
make it more difficult."9

The German approach was different and succeeded in secur-
ing the emigration of about 10,000 ethnic Germans from the
USSR per year. In 1978, 58,000 ethnic Germans from Eastern
Europe emigrated to the Federal Republic - 36,000 from Po-
land, 12,000 from Rumania, 8,500 from the USSR, 900 from
Czechoslovakia, and 500 from elsewhere. Since 1970, more than
45,000 Soviet Germans were allowed to resettle in West Ger-
many, making them the second largest emigrant group after the
Jews. Many of these emigrants came from rural areas in Central
Asia, and they were permitted to emigrate under the terms of
the 1958 repatriation agreement, in return for financial in-
ducements given to the Soviet government by Germany.10 About
300,000 out of the total population of 1.8 million ethnic Ger-
mans have applied for exit visas so far.

As a result of the cancellation of the U.S. trade bill, U.S.-
Soviet trade began to stagnate. West German-Soviet trade grew,
however, and the interests of the two Western allies in trade with
the East continued to diverge. For the U.S. economy, this trade
was marginal, but for the FRG, it was much more important.
Under the Carter administration, the discussion about the politi-
cal use of trade was publicly revived, and the most explicit state-
ment of the new position was made by National Security Council
Advisor Samuel Huntington: "For the Soviets, as for others,
leverage works most effectively when applied in the form of a
carrot rather than a stick and when exerted subtly and discreetly
rather than openly and arrogantly."11 Despite the low level of
U.S.-Soviet trade, the United States still considered that these
economic relations could be used to wrest political concessions
from the USSR.

Conflicts between German and American attitudes over link-
age politics were highlighted after the Afghanistan invasion.
President Carter decided to implement a negative linkage
strategy, utilizing punitive economic levers to show displeasure
with Soviet actions. He announced a grain embargo, a boycott of
the 1980 Moscow Olympics, and a high technology embargo,
committing the United States to tighten CoCom export controls.
Most Western European countries, including the FRG, were re-
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luctant to engage in trade denial because they did not consider it
an appropriate way of countering the Soviet military moves.
Moreover, Bonn resisted American efforts to have the German
government cease underwriting Hermes credit guarantees. As
Chancellor Schmidt said in a Bundestag debate, although the
FRG would not take economic advantage of the U.S. trade
boycott, it considered trade with the USSR and Eastern Europe
an important element of stability in Europe.12

Shortly after the United States announced its intention to em-
bargo high-technology exports, the Germans began negotiations
on the Yamal gas-pipe deal with the USSR. The ninth session of
the joint Soviet-West German Commission for Economic, Scien-
tific, and Technical Cooperation was held in May 1980 in Bonn,
and first Deputy Prime Minister Nikolai Tikhonov met with
Schmidt. Both sides explicitly stated that they did not want the
current international tensions to affect their bilateral economic
relations, and that long-term economic relations would promote
detente.13 The contrast between Schmidt's reaction to the U.S.
embargo in 1980 and Adenauer's support of the pipe embargo
in 1962 showed clearly that the FRG had developed its own
East-West trade policy and would no longer accept U.S. defi-
nitions of what was permissible in this area.

Nevertheless, the FRG was the only Western European ally of
the United States to participate in the Olympic boycott. Schmidt
apparently calculated that Bonn had to show solidarity with
Washington in some area, and that it was preferable to engage in
a short-term measure such as the Olympic boycott than to
jeopardize long-term relations with the USSR by cutting off
supplies of high technology or abrogating economic agreements.
The Soviet Union criticized the German decision, claiming,
"The FRG government's decision is a strictly political one. It was
adopted in deference to President Carter's arrogant stance. The
FRG government's 'recommendation' on non-participation in
the Moscow Olympics is an obvious Cold War relapse in West
German policy."14

The Soviet press stressed that German businessmen had come
out against a technology embargo.15 Indeed, the business com-
munity and government were in agreement on the undesirabil-
ity of utilizing negative economic leverage against the USSR.
Although no West German athletes went to Moscow, German
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companies were prominent in providing much of the equipment
for the games - from a new airport at Sheremetyevo to the
silverware used by athletes in the Olympic canteen.16

The Soviet reaction to German-American disagreements over
policy toward the USSR revealed the continuity of Soviet
Westpolitik. As in past years, the Soviet press adopted simul-
taneously a conciliatory and a censorious attitude toward Bonn.
For instance, a major article in Literaturnaia Gazeta warned of the
"dangerous intensification of latent militarist tendencies in the
FRG," and Pravda claimed that "H. Schmidt's support for J.
Carter's line becomes almost grotesque."17 On the other hand,
many articles pointed out that the US was endangering its allies'
gains from detente, and that the West German government was
concerned to preserve good relations with the USSR.18 These
different media signals were perhaps the result of a conscious
Soviet strategy of pursuing two policy lines at once. Alterna-
tively, they may have been an indication of differences within
the Kremlin over whether to woo Bonn in the wake of clear
US-FRG differences on policy or to adopt an aggressive stance
criticizing Bonn for the extent of its solidarity with the United
States. In their actions, the Soviets seemed to favor the more
conciliatory course of action. For instance, it was notable that the
situation in Berlin not only did not deteriorate as East-West
relations became more tense after Afghanistan but actually im-
proved.

Linkage politics before and after detente

Ostpolitik phase three does not represent a qualitative change in
West German-Soviet relations; rather, it is an expression of the
degree to which both sides went to preserve the normalization of
bilateral relations. The desire to maintain the status quo reveals
the degree to which the relationship between politics and eco-
nomics has altered since the decline of the cold war. As relations
have become normalized, their economic and political aspects
have ceased to contradict each other, as they once did. Greater
economic interdependence has meant that linkage is no longer
an appropriate strategy in bilateral relations.

In the period 1955-80, four different types of linkage
strategies have been utilized in German-Soviet relations.
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Strategy one - negative economic leverage - was the policy of
successive German governments before 1969. Given Germany's
greater economic bargaining power over the USSR, Adenauer,
Erhard, and Kiesinger, but Adenauer in particular, tried to
utilize trade denial to induce Soviet political concessions on
Germany. The USSR has generally been unable to initiate such a
strategy because of its weaker bargaining power and has rarely
responded to negative leverage.

The German government has also implemented strategy two.
It has utilized positive economic levers in the pursuit of political
goals. Under Adenauer, this involved offering a trade treaty in
return for the release of Germans living in Russia or a Berlin
clause. Under Brandt, it meant offering general economic in-
ducements to reinforce the inclination toward a more conciliatory
Soviet Westpolitik and also linking specific issues, such as trade
treaties, to Soviet political concessions. If the Germans have been
able to utilize only economic levers, then the Soviets have been
able to implement only those linkage strategies involving politi-
cal levers.

The Soviets have occasionally used negative political levers -
strategy three - to try to induce the Germans to make economic
concessions. The Soviets have not pursued negative linkage
strategies too often, because in general they were concerned to
increase their trade with the FRG. They resorted to utilizing
negative political levers only when they realized that the Ger-
mans would not yield and when the economic stakes were not so
important.

The most usual form of linkage for the Soviets has been the
use of positive political levers involving secondary issues. In
1958, the Russians released German prisoners of war in return
for the trade treaty. In 1972, they were willing to include Berlin
in the trade treaty with Germany in return for the promise of
more trade.

This discussion of the differential validity of linkage strategies
over time suggests that the actor who initiates the linkage will
more likely utilize positive levers. It is easier to secure conces-
sions if one utilizes positive inducements. Usually, negative
linkage is pursued as a response to an agenda set by one's an-
tagonist because one is not willing to compromise. Negative link-
age was practiced during the cold war, but positive linkage has
been the norm since 1969. This is because previous policies,
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from the German side, were a failure. Adenauer had attempted
to utilize economic levers to persuade the Russians to make fun-
damental political concessions on the German problem, but the
use of economic levers involving only secondary stakes could not
produce compromises on political issues involving core values.
Linkage worked only where the tradeoffs were commensurate.
When Brandt became chancellor, two important changes oc-
curred. Firstly, and most importantly, the FRG ceased to de-
mand fundamental political concessions from the Soviets on the
German question. Secondly, Brandt realized that the use of
negative levers could not elicit basic political compromises from
the Russians, and he eschewed this practice.

Because Soviet Westpolitik represented less of a change in
foreign policy than Brandt's Ostpolitik, the Germans have al-
tered their use of linkage more than the Soviets. The USSR has
not greatly altered its rather limited use of leverage in economic
matters. There has been more continuity on the Soviet side than
on the German side. The Soviets have never attempted to wrest
major concessions from the Germans through the use of linkage.
They prefer to avoid linkage if they cannot initiate it.

Before 1969, the German government was often at logger-
heads with the business community over the desirability of trade
with the USSR and over linking political and economic relations.
Since the SPD-FDP coalition came to power, there has been gen-
eral agreement between the administration and industry over
the need to depoliticize and promote East-West trade. There
have also been some differences of opinion within the USSR
over the advisability of economic relations with the West. Within
both societies, the opponents of East-West trade have become a
distinct minority over the last decade.

Bonn has learned that negative linkage has not worked, and it
has come to share the Soviet view about separating politics and
economics. Nevertheless, one can question the extent to which
FRG-Soviet trade can ultimately be depoliticized. Although eco-
nomic relations have become less politicized, Soviet-German
trade is still political. It is political because for the Russians,
foreign economic relations are an integral part of their foreign
policy and there are no nongovernmental actors who could pro-
vide a functional separation of trade and politics. Trade remains
political from the German side because as long as the German
problem remains open, economic relations between the two
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states will continue to be a political problem. This general point
is true of all East-West economic relations. Because of the
asymmetry both in economic needs and in economic and politi-
cal relations between East and West, Western nations will con-
tinue to believe in the efficacy of utilizing economic levers to
induce political concessions from the East. However, the evi-
dence suggests that the USSR will never make fundamental
political concessions because of its need for trade. Moreover the
USSR will always find alternative suppliers for its economic
needs if one country practices trade denial. The 1980 US grain
embargo was lifted in 1981 for precisely this reason.

Although German-Soviet trade has become less political, this
does not mean that it is problem-free. The ironic result of the
economization of German-Soviet trade may ultimately have
been to make Germans more aware of the economic limits of this
trade. In the immediate aftermath of Brandt's Ostpolitik some
policy makers thought that, having eschewed the negative link-
age policy of the Adenauer era, trade would flourish. This
euphoria has evaporated under Schmidt, who has realized that
removing political impediments can have only limited effects on
promoting trade. After a certain point, all the political good will
in the world cannot alter the fundamental structural problems
of trade with the USSR. If anything, the removal of political
obstacles to trade has increased skepticism about the future of
that trade. Both businessmen and the government are beginning
to realize that political rapprochement cannot obliterate the
economic problems of trade; it can facilitate certain contacts, but
the day-to-day details are dependent on the market, not the
parliament.

The Soviet Union has, of course, welcomed the depoliticiza-
tion of trade from the German side. However, it has been disap-
pointed by the relatively slow increase in the range and quantity
of economic relations with the FRG. From what the Soviets write
and say, it is apparent that the USSR attributes the relative lack
of progress in increasing German-Soviet trade to the reticence
of the German government and business community and not to
fundamental structural problems in the Soviet system of foreign
trade. Since Brandt, however, it has become more difficult to
attribute the problems of trade to right-wing German politicians.

In any discussion of the future of Soviet-West German trade,
one must separate the possible from solutions which lie in the
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realm of political or economic fantasy. Changes such as making
the Soviet ruble convertible, abolition of the foreign trade
monopoly, or freeing of Soviet prices are clearly not feasible
within the foreseeable future. However, changes in the domestic
Soviet organization of foreign trade are plausible. Soviet central
planners will, of course, resist any overall economic reforms that
might diminish Communist Party control. At the present time,
the direct involvement of the party in economic decision making
and staffing is critical. However, it is possible that, if the Polit-
buro felt that changes would leave it in control of the economic
"commanding heights," it might be willing to relinquish some
party control over the local details of foreign trade decision mak-
ing. There is some evidence that certain top Soviet specialists
have been considering a reorganization of the foreign trade
structure to encourage trade with the West. According to vari-
ous reports, Nikolai Inozemtsev, head of the Institute for World
Economics and International Relations (IMEMO), Central
Committee member, and apparently with significant influence,
has advocated a more direct trading role for Soviet industry, in
contrast to pronouncements on this subject by the Ministry of
Foreign Trade.19 Some Soviet academics appear to believe that if
the cumbersome, overlapping foreign trade bureaucracies were
streamlined and Western firms could have more direct contact
with Soviet enterprises that produce for the West, some of the
economic problems of Soviet foreign trade would be alleviated.
Any change in the organization of Soviet foreign trade will de-
pend on the policies of Brezhnev's successors.

Another area in which politics will continue to affect the de-
velopment of economic relations, although to a limited extent in
German-Soviet trade, is the link between the EEC and the
CMEA. The USSR has always had a contradictory attitude to-
ward the EEC. On the one hand, to the extent that successful
political and economic integration in Europe represents an al-
ternative to U.S. domination of Western Europe, the Soviets
welcome any movement that weakens the U.S. presence there.
However, the surest way to diminish American influence in
Europe would be for the Europeans to develop their own inde-
pendent nuclear deterrent, which the Soviets, of course, do not
want. In addition, the Kremlin faces a dilemma over integration.
On the one hand, the USSR condemns the idea of European
integration. On the other hand, this attitude could be counter-
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productive for Soviet attempts to intensify Eastern European
integration under Soviet control. The USSR wants the EEC to
succeed to the point where it will diminish the American pres-
ence in Europe, but not to be so successful that it will increase
the power of Western Europe vis-a-vis the USSR. Since
Brezhnev's speech in 1972 recognizing the existence of the EEC,
the Soviets have come close to a de facto dealing with the EEC.
After the EEC imposed a 200-mile limit on North Sea fishing,
the USSR came to Brussels to negotiate with the EEC about
observing this new rule. However, the negotiations broke down
because the USSR failed to include a reference to West Berlin in
the agreement.20 Trade with the EEC has been steadily growing,
however (see Tables 9, 10).

The EEC has, since 1974, forbidden its members to conclude
bilateral trade agreements with any member of the CMEA and is
trying to coordinate its members' trade policies. Likewise, the
USSR has been interested in concluding a multilateral EEC-
CMEA agreement. In August 1974, the CMEA sent out feelers
to the EEC to arrange a meeting, which was held in Moscow in
February 1975. The talks were intended to serve as a basis for
future contacts between the respective heads of Comecon and

Table 9. EEC trade with the USSR, 1967-77 (in millions of US
dollars)

Year

1967
1968
1969
1970
1971
1972
1973a

1974
1975
1976
1977

Imports

678,659
907,657

1,155,555
1,150,555
1,245,222
1,830,153
2,698,799
4,266,198
6,121,182
5,955,762
5,790,838

Exports

719,770
758,103
857,444
850,000

1,046,778
1,628,947
2,882,839
4,435,615
4,601,298
6,233,084
6,887,684

Total

1,398,429
1,665,760
2,012,999
2,000,555
2,292,000
3,459,100
5,581,638
8,701,813
10,722,480
12,188,846
12,678,522

"After 1973, all nine EEC countries included.
Source: United Nations Yearbook of International Trade Statistics (New York,
1973, 1977).



Table 10. Trade with EEC countries as a percentage of Soviet foreign trade, 1965-78

EEC total
of which

Belgium
Great Britain
Italy
Holland
FRG

(including
Berlin)

France

1965

5.7

0.5
2.7
1.5
0.6

1.7
1.4

1966

6.5

0.6
3.0
1.5
0.7

2.0
1.8

1967

7.7

0.7
2.8
2.1
1.0

2.0
1.8

1968

8.3

0.8
3.2
2.2
0.8

2.3
2.2

1969

9.1

0.7
3.0
2.5
1.2

2.6
2.1

1970

8.3

0.7
2.9
2.1
1.0

2.6
1.9

1971

8.8

0.7
2.6
2.1
0.9

3.0
2.0

1972

8.9

0.7
2.1
1.8
0.9

3.3
2.1

1973

13.2

1.1
2.5
2.0
1.1

4.0
2.3

1974

16.1

1.5
2.2
2.9
1.4

5.7
2.4

1975

16.7

1.0
1.9
2.8
0.8

7.6
2.6

1976

16.2

1.0
2.2
3.1
1.0

5.3
3.0

1977

14.75

0.9
2.1
3.0
0.9

4.7
2.7

1978

14.4

0.9
2.1
2.8
0.7

4.7
2.6

Source: United Nations Yearbook of International Trade Statistics (New York, 1966-79). Vneshniaia Torgovlia za 1965-78 god
(Moscow: Izdatel'stvo Statistika, 1967-9).
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the EEC, but the West Europeans realized that the talks would
be "very exploratory."21 The EEC, although it had been trying to
coordinate its members' trading policies toward Eastern Europe,
had not adopted a specific position vis-a-vis the East in its com-
mon commercial policy.

There have been subsequent EEC-CMEA meetings, but so
far, all have failed for political reasons, particularly because the
USSR wants to conclude a multilateral agreement between both
organizations, whereas the EEC as a whole would prefer to con-
clude bilateral agreements with individual states. If Eastern and
Western Europe want to reinforce the multilateral gains of de-
tente, then some form of EEC-CMEA cooperation would be
desirable.

Any assessment of the problems of German-Soviet economic
relations leads to the inescapable conclusion that there are pow-
erful economic systemic limits to trade between the FRG and the
USSR, regardless of political factors, because the German gov-
ernment no longer interferes with business's freedom to trade
with the USSR. Indeed, it appears that in the past few years,
trade between the USSR and the FRG has been determined
more by Soviet economic demands than by the political climate.

In view of these economic limits, if political relations can facili-
tate trade, is the reverse true? Can there be "Wandel durch
Handel" (change through trade)? Can more intense economic
relations form a viable basis for improved political relations, as
the Soviets often claim? The evidence is too meager at the mo-
ment, because although German-Soviet trade has increased six-
fold since 1970, it still forms only a small percentage of the total
foreign trade of both sides. The fact that Germany and the
USSR have signed agreements that run until 2000 indicates an
expectation of cooperation. However, politics and economics are
not convertible currencies, and, unlike even the ruble, could
never become convertible. Politics can help improve economic
relations, but the reverse does not appear to be true. However,
increased economic interdependence can give both sides a
greater stake in detente.

The other side of this question is this: Because economic fac-
tors seem to be limiting the development of German-Soviet
trade, irrespective of the political climate, might political rela-
tions between the two nations stagnate as a result of realizing the
economic limits of trade? It seems unlikely, given the enormous
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political stakes involved, that the economic problems of detente
would have the impact of lessening the desire for political rap-
prochement. It is far more likely that German and Soviet foreign
policies will be determined by political and security factors.
There is an asymmetry in the influences of economics and poli-
tics in West German-Soviet relations. Politics can affect econom-
ics much more than the reverse.

For the foreseeable future, therefore, it seems that, if political
relations between the FRG and the USSR do not deteriorate,
economic factors will increasingly determine and limit the range
and intensity of Soviet-West German trade. Politics, however,
will not be irrelevant, and on the margin, politics may be decisive
in determining the outcome of an economic debate, particularly
when the economic decision involves political factors such as the
status of West Berlin. In the short run, politics will continue to
make the difference. In the medium term, economic factors will
remain the prime determinants of West German-Soviet trade
and will exercise a restraining force on the development of that
trade. In the long run, however, economics and politics will both
have a decisive influence on the potential and actual state of
Soviet-German trade.

Has the German problem been solved?

The normalization of Soviet-West German relations in 1970
radically altered the nature of the ties between the two countries,
and despite continued problems, the expectation was that in-
creased economic relations would remain a predictable aspect of
bilateral contacts. Thus the political and economic aspects of the
relationship reinforced each other. The German problem had
been resolved for Moscow through the formal Western recogni-
tion of the division of Germany and of Europe. Moreover, the
USSR had gained economically from the pursuit of Westpolitik.

Brandt's Ostpolitik was never intended to provide the ultimate
solution to the German problem, however. It was supposed to be
a provisional resolution that, accepting the postwar status quo,
would leave open the question of reunification. This unan-
swered question will therefore continue to play a role in West
German-Soviet relations. The German problem may be resolved
for the USSR, but the FRG still upholds reunification as its ulti-
mate goal.22 Indeed, one of the main reasons for Brandt's nor-
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malization of relations with the USSR was the desire to improve
intra-German relations.

The GDR has, since the completion of Brandt's Ostpolitik,
been the decisive factor determining West German-Soviet polit-
ical and economic relations. Prior to 1969, the GDR had also
been a significant factor, but in the absence of any formal politi-
cal links between the two Germanies, there was a limit to how
much the FRG could affect developments there. As a result of
the Grundvertrag, Bonn's ability to affect developments in East
Berlin increased. Now that there were bilateral relations, and in
view of the GDR's signature on the Helsinki Final Act, intra-
German political and economic interactions greatly increased,
and the possibility of influencing developments in the GDR
meant that East Berlin became increasingly important for Bonn.
Indeed, politics played a much more important role in intra-
German trade than in FRG-Soviet economic relations. Although
the trade was profitable for Bonn, the FRG's main goal in
intra-German trade, which gave the GDR an especially
privileged position, was to use economic incentives to secure
greater political flexibility on humanitarian issues in the GDR.
For instance, 8 million West Germans and West Berliners per
year were visiting the GDR in the late 1970s. Similarly, although
the GDR was wary of the political implications of its sizeable
trade with the FRG, it needed its privileged economic access to
the EEC and its technology imports from West Germany.
Intra-German trade has always been more politicized than
Soviet-West German trade, because the issues involved were
more important for the FRG and the chances of successful
leverage greater.

One can question whether German reunification has been
brought any closer since 1970. To return to Egon Bahr's for-
mula, there has definitely been Anndherung, but the Wandel has
been more in domestic East German politics - in particular, the
greater readiness to permit family contacts between the two
Germanies - than in the relations between the two German
states. Relations with the GDR continue to be the salient deter-
minant of the FRG's Ostpolitik, largely explaining its disinclina-
tion to pursue a punitive policy toward Moscow, such as that
demanded by the US after Afghanistan.

The American reaction to the West German preoccupation



Normalization and the future of Soviet-West German relations 249

with maintaining the improvements in intra-German relations
has been mixed; some spokesmen have cited this policy as one of
"Finlandization" or "self-Finlandization," implying that the FRG
was voluntarily appeasing the USSR without direct Soviet pres-
sure. Because this charge is periodically repeated, it is worth-
while to examine it briefly.

One should first perhaps question why such a charge arises.
Finlandization refers to Finland's postwar relationship with the
USSR and implies that the FRG has modified its foreign policy
to suit Soviet preferences and that it was unnecessary for the
USSR to take over West Germany physically because it had al-
ready succeeded in controlling Bonn's foreign policy.23 It is un-
deniable that Soviet-FRG relations entered a qualitatively new
phase in 1969. Because detente involved the process of nor-
malizing East-West relations, and because West German-Soviet
relations were previously so hostile, these relations altered more
dramatically than Soviet relations with other Western European
countries. It is also true that Brandt's Ostpolitik represented
more of a change in German foreign policy than did Soviet
Westpolitik in Soviet foreign policy, because the FRG nor-
malized relations with the USSR by accepting the status quo. How-
ever, because Bonn had previously tried to change the status
quo, one can argue that the Brandt policy merely represented an
acceptance of what already existed in Europe. By ceasing to be a
revisionist power, West Germany altered its policy more than
did the USSR, which had consistently been a status quo power.
The asymmetry in concessions gave rise to more sinister in-
terpretations of West German goals, and yet, as the Berlin
agreement shows, the Soviets have also compromised. Bonn has
consistently refuted charges of Finlandization and reiterated its
commitment to the Atlantic Alliance. If one examines the evi-
dence, there seems to be little basis for alleging that the West Ger-
man government has lessened its commitment to NATO or to the
EEC as a result of the new Ostpolitik. Finlandization is not an
appropriate interpretation of FRG-Soviet relations.24 The Amer-
ican and CDU-CSU charges that the SPD is leaning toward a strat-
egy of neutralization largely stem from Bonn's commitment to
East-West trade and its conscious policy of dealing with the
USSR more cautiously on questions of human rights. How-
ever, this more carefully calibrated policy is the product of a
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decision to maximize the economic and human gains from de-
tente through a more conciliatory stance. In every other respect,
particularly in security matters, West Germany has until now
been the European pillar of the Atlantic Alliance, and its Ost-
politik is not an indication of self-Finlandization. The West Ger-
man media are not muting their criticism of the USSR. The
German Communist Party, unlike those of France or Italy, is in-
significant electorally and anticommunism is a major force in the
FRG, largely because of the division of Germany.

Nevertheless, a German Peace Movement, opposed to the 1979
NATO decision, has recently grown, and has received verbal
support from the USSR and the GDR. This movement was not
initiated by the USSR, and has domestic religious and political
roots. It does, however, indicate the extent to which potentially
neutralist tendencies exist in German society, although those in
favor of neutralism form a definite, though vocal, minority.

Even if the Federal Republic shows few signs of Finlandiza-
tion, one might still question Soviet goals toward Germany.
Moscow's maximal goal may well be a neutralized, disarmed
West Germany. However, this option is at the moment and for
the foreseeable future within the realm of wishful thinking, and
an analysis of realistic medium-term options for the USSR indi-
cates that there is unlikely to be a drastic change in Soviet-West
German relations in the next few years.

A more feasible option might be another Rapallo, a situation
in which Germany has enough power to balance the US against
the USSR and could end its dependence on the Atlantic Al-
liance. A new Rapallo could conceivably lead to improved intra-
German ties. Yet it would require a dramatic shift in the political
constellation in West Germany. However, the Soviets have real-
ized that a dependent West Germany within NATO is probably
more stable and predictable than a Germany strong enough to
pursue a Schaukelpolitik. If the FRG did possess the power to dis-
tance itself from the United States, this would mean that German
domination of Western Europe might grow and Moscow might
face a more powerful West Germany with nuclear weapons - not
exactly an endearing scenario for the Kremlin. The more inde-
pendent the FRG becomes from the United States, the more
threatening and unpredictable it is ultimately to the USSR, unless
it disarms. Thus, there is little to suggest that a more intense
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Soviet-FRG rapprochement is likely in the next few years. Nor-
malization, not Finlandization, is at present the bilateral reality.

Nevertheless, the German question remains open. Yet it is
difficult to imagine under what circumstances reunification
could take place. Neither the USSR, the United States, nor
France would be willing to accept a reunified Germany. Moscow
may hold the key to German reunification, but it is unlikely to
use it. The only conceivable route to reunification might be
through a general European rapprochement involving the disso-
lution of NATO and the Warsaw Pact, but it is currently incon-
ceivable that either superpower would be willing to alter the
European status quo this radically. In many ways, the United
States, and USSR share the same view of detente in Europe.
They would like to perpetuate the system of bipolar blocs, with
half of Europe capitalist and half communist. Both fear a more
autonomous Europe seeking its own identity somewhere be-
tween the two superpower antipodes. However, it is unlikely that
Europe will be as compliant in an era of reduced tension as it was
during the height of the cold war, and the SPD view of detente is
that it may eventually facilitate more independence in both parts
of Europe. The "third way" of an East-West European rap-
prochement may be a long-term aspiration, yet it does not repre-
sent a realistic operational policy expectation of the majority of
the SPD or the Federal Republic.

As long as East-West relations remain problematic, East-West
trade will continue to imply a degree of normality not reflected
in political relations. The German question will not be resolved
through trade, yet economic relations may continue to play a
salient role in its evolution. Linkage can work, but only if the
gains and losses are commensurate. A fat communist may be
much easier to deal with than a thin one, but the Kremlin would
prefer that its citizens continue on a permanent diet rather than
forfeit their way of life in an excess of gluttony.

If this book has highlighted the futility of expecting that the
Soviet Union will make major foreign policy concessions in re-
turn for trade inducements, then it has also shown that trade can
be a productive lever when judiciously used. German-Soviet re-
lations were not normalized because of economic factors, but
neither were they irrelevant. The evidence we have examined
suggests that trade will continue to play an important part in
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East-West relations in the future. The economic component of
detente may well increase in salience, but it cannot serve as a
guarantee of the political stability of detente. The Kremlin has
its hierarchy of foreign policy goals, and economic relations with
the West do not appear to have top priority, although they are
more important than previously. Mercury may not have
usurped Mars, but the god of war is more likely to consult with
the god of trade in the 1980s than he would have in the 1950s.
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