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- THBE COUNCIL FOR MUTUAL RCONOMIC
ASSISTANCﬁ AND THE SEARCH FOR. BCONOMIC TNTEGRATION

BACKGROUND

.1, . The CMsA was founded in January 1949 at a Moscow
conference. of Sénior. Plannlng Ministers of Bulgaria, Czechoslovakia,
Hungary, Poland, Rumania and the Soviet Union. Mbania(1) ‘Jjoined

~one month later and the GDR in September 1950, Mongolia became a
full member in 1962 and Cuba joined the Council in 1972, after'

occasionally attending meetings as an observer since 1962. In
September 1964 Yugoslavia s1gned an agreement with the CMEA on
part1c1patlon in certain. of its.activities.. She. had. had. observer. ...
status. since the late fifties., CMEA was the first formal assembly

of . the Sov1et Union and its associates as states; the Cominform,
conVened in 197& was a unlon of polltlcal parties and the diplomatic

amw = . At dn A @i ol A
Qllu luJ-.L.L bd.l. y O,J--I-J-ml\ac, UJ.J.C V\ arsaw -LJ- ca b_y , VVO.D ncct To o€ Db HIITU L Vd

another 31x years.

2. It was only after 1956 that the economic aims of the
organization were given ‘pre-éminerice and in 1959 a Statute was
adopted to this effect (AppendlY I). There is no-mention on paper -
of political- integration in the Statute or in-any CMEA document Wthh
has been publlshed subsequently, as-this is-inherent in Communist-
party control. The Statute talks only in general terms of the- co-l*-
ordinatign ¢f national plans and co—operatlon and the only CMEA’
document whlch oon51dered the methodology of- 1ntegratlon — "The
Ba31c Pr1nc1ples of” %he International 8001allst Division of Labour" -
wags not approved until December 1961, The ‘dodument stressed.in
partlcular the need to draw 1p mutually consistent plans, rather than
to. coTordlnate natlonal eoonomlc plans which had already been L
Drepared, Fano - S S o
3. In 1962 Khrushﬁhev proposed the. establlshment of a -
"unified: plannlng organ empowered to complle common plans. for the.
whole CMEA, area, and to decide organlzatlonal ‘-matters.. This .
concept:. vmrtually contradicted- Alecle I. of the CMEA Charter, which
envisaged . co~operation Lhai respocted each country s sovereignty
and-national interests. It was opposed flrmly by the Rumanians on
both nationalistic and economic  grounds- and more: discreetly by other.
members of .CMEA.- As a result talk of supra~natlonal planning was ..
tactfully dropped and, at least in public, the subject has not ‘been -
resurrected by the Russians. ZEfforts within CMEA were then . )
concentrated on the work of the Standing Commissions and on the
co~ordination. of CMEA countries'! plans %prlmarlly foreign trade)
for. the 1966—1970 Five~Year Plan period,. largely on a basis of
bilateral consultations. This process continued during the
‘preparatlon of the 1971-1975 plans, with the emphasis chiefly on.
'b;lateral 1ndustr1al co~operatlon and co=productlon.'

(1) The last session that Albania attended was in February 1961A
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L, From its foundation during Stalin's lifetime until the mid-
19505 CMEA held-relatively few meetings and those only on an-ad hoc
basis. The only permanent feature was a small secretariat. However,
in 1956, 12 standing commisions were authorized to co-ordinate:.. . ...
developments in particular industrial sectors. In 1962, the
organization was strengthened and made more active when an Executive
Committee was formed, ¥while ten years later two special committees
were created attached to the Executive Committee (the Committee for
Co=-operation in Planning and the Committee for Scientific and Technical
Co-operation) (Appendix III).

ACHIEVEMENTS PRIOR TO THD “COMPREHENSIVE'PROGRAMME"

'5... Over 60% of CMEA foreign tradé is intra-bloc trade (the.
comparable figure for the EEC ("the Nine") is about 50%). 'The trade
flows have been largely bilateral with the Soviet Union the major
partner of each of the other members, and to a large extent would have
been achieved without the existence of the organization. The Soviet
Union dominates the CMEA ecog~pically. Rumania has reduced its
overall dealings with the Soviet Union, as a result of which, dits
trade with CMEA is now less than haif her total trade instead of
nearly 70% as before. the differences with the Soviet Union began, The
pattern of trade has acquired a rigidity largely because of the’ o
commodity structure which it yould be difficult for CMEA countries to
change dramatically, even if the USSR were willing to allow the . -

attempt; though in the case of several CMEA countries including the ™
USSR in the past two years, there has been a small but nevertheless
noticeable shift towards trade with non~Communist countries, With™~
commodities, the USSR traditignally exporis raw materials and semi-
processed goods in exchange for East Turopean machinery, manufactures
and consumer goods (Appendices VI(a), (b), (¢)‘ and (d)). In intra-:
CMEA trade there are "hard" commodities which readily sell anywhére
and "soft" commodities for which the CMEA market is less enthusiastic.
Hence despite some ‘efforts to the contrary, the principle of
bilateral-balancing dominates, Not only is overall equilibrium’ the
O?Jective of each country in each bilateral trade agreement, but both
sides wish to ensure that the balance between exports and imports of
"hard" goods is maintained, While'the CMEA's share of world ~
1ndustrial production ‘is estimated at 33% in 1970, its share of world
trade amounted to less than 12%, and while world trade between 1965
and 1970 increased by 64%, overall CMEA trade rose by only 54%.
Foreign trade per cgpita in 1970 in CMEA was less than $200 per -
annun; in the EEC the corresponding figure was over $900. - I

6. 'The CMEA has succeeded in promoting the exchange of a good
deal of-information between its member states. It has developed a.
number of active bodies designed to promote specialisation and co-
operation'and plan in outline overall investments (Appendices III. and
IJ).:nﬁorm@xampleyulntermetall, get up in 1964, seeks to rationalise-
the iron and steel industries in CMEA countries. There is an agency
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for the bearings industry whose purvose is the streamlining production
and fa0111tau1ng mutual exchange of bearings; a Joint freight wagon
pool of some 235,000 wagons; and the "Friendship" and "Brotherhood"
plpellnes to trcnsport Soviet crude oil and natural gas to Eastern
Zurope, ~All these are useful bodies wnlch, although they have not
the same executive functions as their Western counterparts, facili-
tate- exchange o; information between countr1es in- thelr respectlve

w’seCtors.

7. Bilateral co-operation agreements have usually comprised
the dellver] on credit by one country of machinery and equlpment to

~another, to be repaid from the output of the enterprise. Most.

agreements have concerned raw materials, Czechoslovakla has, for -
cxample, prov1ded essential supplies for the expansion of the Polish
copper, sulphur and coal industries and in Soviet oil and natural

gas pl"OuuC"ClO"l. There is also a network of agreements concerning -
production and exchange of components, Dartlcularly in the automotlve
industry. In general, where the economic interests of several
countries coincide and this is particularly the case when new .. -
industries are being established, then multilateral co-operation. .-
has proved successful, This is the case in some sectors of the
electronics, chemical and metallurgical industries. These arrange-
ments are often specifically based on mutual deliveries and production
co—operation rather then on grandiose overall co-ordination schemes
with the USSR at the ap eXx. More ambitious schemes have, in the past,
had a habit of not getting beyond the discussion stage.

THE COMPREHENSIVI PROGRANMMIE

8. The 23rd CMEA Session in April 1969 had embarked on ‘the
search for "integration®", and after a year of discussion,. the
24th Council Session (1970) was to provide an interim assessment of
the progress. The discussions preceding this meeting indicated that
there were still major differences over the drawing up of the
programme.. The Russians indicated that they were very much aware of
both the po¢1tlcal and economic significance of integration and the
difficulties of achieving harmonious agreement 1n both spheres.

9. The Comprehensive Programme was unanlmously accepted at

the July 1971 Session of CMBEA. It reflects some compromise among the
member countries. In so far as the 25,000 word document falls short
of *he highly centralised scheme. orlglnally advanced by the Russians,
the'réle of the !l ast Huropean Cour\trlesy Dartlcularly Rumania,
becoiies apparenu -~ where the statement is made that "Socialist
economic integration is not accompanied by supranatlonal organs and
does not affect questions of internal planning”. It is emphasised
that no country need participate in any partlcular part of the
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programme if it does not wish to do so. The document also

démonstrated the complicated nature of the proposals by calling

for their implementation over a 15-20 year period. .It attempts to
define the organizational basis for co-operation in all aspects of.
cconomic activity and outlines in detail some specific undertakings.
It comprises 17-sections, ranging from the principles of.planning
co-operation to. co-operation in water resources. The sections. are
unco-ordinated and the programme lacks a really comprehensive concept,
There is little evidence of agreement on institutional reform, but
there is considerable consensus, at least in principle,. to co-operate
in a large number of specific areds of industry, agriculture,  trans-
portation etc. The programme recognises the shortcomings in
integration, and aims at improving both the co-ordination of national
plans and the financial and currency system in CMEA. - The programme
‘also emphasises a growing need for improved exchanges of scientific
and technical information and in particular the need to evolve a
commén fuel:and raw material policy for the CMEA area. It - emphasises

-the need for multilateral investment projects in member .countries-and

endorses. the creation of internationszl economic organizations/
associations to effect such collaboration between economic combines,
trusts and enterprises ih CMEA countries. L N

Théaprogramme's main aims may be defiﬁed’asvfollongﬂ
«. (a) mbré r;pideevélopment of productive forces; .
(b) ingfeasevgaveconomic efficiéﬁcy;"
(¢) maximum growth of social labéur;prq@gétivity;;;_

(d) improvements to the structure and increased scale of
- . production; - : - : - : -
(e) introduction and application of advanced technology;

(£f) satisfaction of long-term requirements for fuel, power,
- raw materials, machinery and cquipment, food and consumer
goods through rational utilisation of the resources of
CMEA countries;

(g) ';nC?eaSé'in.materiél and cultural living standards;

~(h) gradual rapprochement and equalisation of‘CMEATeCdnomicn
'dgvelopment levels (this is particularly stressed by the
- ~disproportionate emphasis on_aiding Mongolian economic.
-development in the programme); '

. (1) .consolidation of CMEA countries! defencé capability,
Attached &t Annex are the main outlines of the comprehensive
programme by industrial sector (Appendix V).
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CMEA SINCE THYE COMPREHENSIVE PROGRAIMME

.. 10. Nearly three years have passed since the adoption of the
CMEA programme and several important steps have been taken towards
the implementation of its general provisions. The political high-
light of the 1972 Session was the admission of Cuba to full member-
ship of CMEA, Cuba had been an observer for several years, but
because of her under-developed state and chronic economic problems,
was not nearly so active as, for example, Yugoslavia, in CMEA
affalrs. Her r6le in CMEA promises to be more analoguous to that
of Mongolia, than to that of any other member, while her geographical
position makes participation in some of CMEA's more established
ventures difficult., Her admission came at a time when, since the
adoption of the programme, increa 51ng emphasis had been placed on
the open nature of the CMEA and its w1111ngness to allow the
participation of other states in its economic activities. The lack
of takers may have proved disappointing, particularly when the
attention of the rest. of Europe was focussed on the EEC and its
enlargement, Finland!s rélations with CMEA are discussed in the
paragraph 14 on "CHMEA and the West",

PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

11. Many of the agreements signed and the organizational steps
taken by CMEA.since m1d-1971 ‘have not been supported by great
progress towards consensus on the general principles of co-operation,
nOuably the 1egal and financial frameworl and the authority of
CMEA's offspring . organlzatlons, although in this respect a clearer
picture would nov seem to be emerging %paragraphs 34-38),  Among
Tthe decisions taken- by CIIZA Towards implementation of +he programme
the following are of interest:

(a) The-creation of the International Investment Bank, which
has already approved over Lﬂlrby loans to a value of
nearly six hundred million transferable roubles
(see Appendix‘X), .

',.J

'(b)~»The decision to broaden the scope of existing Jjoint
energy systems by constructing new transmitting cables,
pipelines and atomlc power statlons.

DECLASSI FI ED/ DECLASSI FI EE -

o

i

‘ (¢). The signing of the agreement by six CMEA member countrles
. : concerning the Jjoint construction of a large cellulose
plant in the USSR (at Ust Ilimsk), the initial agreement
. about parulclpaelon in the development of asbestos
production in the Soviet Union and continued talks on the
Joint counstruction of a large metallurgical combine 1n
the USSR. - :

- (d) The signing of some 1mporuant bilateral agreements .
concernwng participation in developing the production of
cervain raw materials and products; for example the
agreement between the USSR and Czechoslovakia about the
latterfs further participation in the development of oil

NATO RESTRICTED
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and natural gas in the Soviet Union, or the agreement .
between the USSR and Bulgaria regarding deliveries to
Bulgaria of additional quantities of gas, wood, cellulose
and paper in return for the latter's participation the
the.expansion .of corresponding production in the Soviet -
Union.,

(e)  The signing of two multilateral agreements about the
Joint -planning of .certain selected types of production,
and of the multilateral agreement on specialisation and
industrial co-operation in the production of glass,
ceramics, trucks, tractors, agricultural machinery,

- river craft and sea-going ships.,. -

(f) The signing of many bilateral agreements on industrial
specialisation and co-operation. Within a year of the
adoption of the programme, Bulgaria signed with its
CMEA partners 45 such agreements, Hungary 43, the GDR

" and Czechoslovakia each over 60, Rumania more than 30
and the USSR 57. o

(g) The signing of several bilateral and multilateral agree-
ments on broadening scientific and technological co-
-operation. - Agreements in these sectors between CMEA
countries currently cover more than 270 items, Over
thirty co-ordination centres have been established,
though they appear at present to repres-nt a pilot
>xperiment, and not as yet a major economic factor.
Joint research appears so far to have been limited to
ancillary areas rather than to the central problems

» of science based industries. ‘

(h) Undertaking the co-ordination of plans of the.CMEA
countries for the period 1976-1980 and their long-term
bPlans for 1976-1990 and epplying a new improved procedure
for this purpose. L

(1) Carrying out certain changes in the institutional structure
of CMEA., Particularly important in this sphere was the
~ Creation of the Committee for Collaboration in Planning
and the expansion of the former Commission on Scientific
and Technical Collaboration into a CMEA Committee,

12, We believe that it is not possible to quantify, in any
way, how far the CMEA programme has been implemented, except for the
more important and specific decisions outlined above. We are able
to t;acg the many meetings of the Executive Committee, the Standing
Commlsslons,_ﬁheir working groups and CMEA agencies and the work

NATO RESTRICTED
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reportedly done at these meetings but this cannot usually “tell us
whether any specific item on the CMEA programme has been 1mplemented,
all we are able to state is that a particular item has been-.
considered., We are not helped by the fact that the programme lald
down a series of preliminary measures- rather than .a deadline to
implement concrete projects. The trade figures which are available
for 1972 and preliminary 1973 figures show no sign of increasing
integration in as much as intra-CMEA trade has not.increased; in
practice, however, we could not expect implementation‘of.the.‘
programme to be reflected so early in trade figures - it would be
only after perhaps five to ten years, that any trends would become
apparent. However, in terms of CMEA's sphere of operatlons, the
last three years have seen a w1oen1ng of CMEA's economic interests
particularly in.the scientific and technical research, trangport,
agriculture and consumer goods sectors, though how much of this is-
directly attrlbutable to. the programme is hard to. ;say. It is: true

) + - PR
however. that in CMEA, throughout its sxistence, periods oi major

activity. have coincided with the dictates of Soviet policy, when
they have considered it to-be to their advantage,. economically
and/or polltlcally to work through CMEA as an organlzatlon.

CNLA AND ! iHB UEST"

13. The CMuA programme 1tself dld not go 1nto the questlon of
external economlc relations or CMEA’s prospective réle in such .
relations in any great depth, or vith much clarity. The programme—
rather cursorily stated that e¢cenomic.relaticns with non—Soc1allst
states would continue- to develop. The most interesting statement
in the programme in this conneotzon was that for certain purposes
the "members of CMEA will co-ordinate their foreign- pollcy in the -
interests of normalising 1nternatwonal trede and economic relations',
While the circumstances under which this could happen appeared to.
be dellberately left ambigious, the basis for a more unified CMEA:
position on some aspects of international relations with the West
appears to have been lald, for example as regards attitudes towards-
the BEC.

14,  But C%DA‘S unw1lllngness, until recently, to recognlse
the Community, and its inability to speak for its members: are still
major barriers to any:significantly expanded external réle. Despite
some movements towards policy co-ordination recently, the programme
does not prov1de for . a strengthened CMEA secretariat. - One area in-
which CMEA appears to have had some success in external relatlons,
is with" Flnland._ An agreement signed in 1973 interposes a. .
"Commission. for Collaboration" between the Finns on one hand and the
CMEA on the other., It does not involve Finland in any participation
in CHMEA affairs but aims to promote collaboration and exchange of
information. in certain sectors.. Faddeev (the CMEA Secretary General)
stressed that the agreement would serve as an example of -the kind
of co-operatlon which could exist between_countrles -0f.. dlfferent :
~geotoic and political systems. ‘

NATO R. E STRIC T E D .
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CMEA FINANCE

‘15, ' CMEA countries' currencies are non-convertible. Their
commercial relations with the West are for the most part conducted
in Western convertible currencies, though transactions with a small
and diminishing number of Western partners are conducted un@er_
bilateral clearing accounts. Except for limited purposes within
the CMEA countries themselves, non-residents do not hold CMEA
countries! currencies, nor do they trade in them. The exghapgg
rates published by the CMEA countries have no practical signifi-
cance except for non-commercial transactions, as for example
tourism, and foreign trade statistics (usually'converted at the
official rate). '

16. - One of the main problems in CMEA countries' trade amongst
themselves is the absence of a rational mechanism for price
formation and hence the lack of a common pricing system. There is
no relationship, apparent or real, betveen CMEA prices and world "
market prices, because internal prices are set by the planners in
such a way as to encourage the use of some commodities while ‘
discouraging the use of others to fulfil domestic planning
objectives. ‘ith certain exceptions, amounts received and paid
in local currency by CMEA country-producers and end-users are not
influenced by the receipts and payments made in foreign currency
in Western markets for the goods concerned. In most cases, state
foreign trade corporations buy and sell in the West for convertible
currency at the prices prevailing on ¥Western markets but pay and
charge their o:n producers and end-users in local currency at the

artificially fixed domestic prices. This isolation of the internal .

price system has been achieved and maintained by an elaborate v
system of artificial exchange rates and budgetary supports. There
are exceptions- to some extent in Poland, but notably in Hungary
where the basic price paid or received by enterprises for imports
and exports is linked to the price on the foreign marget through

a system of coefficients or multipliers to the official exchange
rate. LT

17. Vithin CMEA, trade is conducted on the basis of adjusted
world prices, vhich operate at least over the five-year plan period
without alteration.  Internationsl payments are channelled through
the International Bank for Economic Co-operation (IBEC) in Moscow
(see Appendix IX). The operations of the Bank are conducted in
units of account known as transferable roubles(1), which have the
same notional gold content as the Soviet rouble. Conversions .
between local currencies and the transferable rouble are effected
at rates of exchange derived from the declared gold contents of the
currencies involved., The IBEC operates a multilateral clearing '
system: through which debts to one member can be offset against claims
on another. In practice, however, there are severe limitations on
the multilateral use of transferable rouble balances. .This is

(1) The nominal gold content of the,transferablé'rouble*is'
0.987412 grammes of pure gold

HATO RESTRICTED
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largely because trade between CMEA members is still regulated
through bilateral trade agreements which aim at equilibrium in

trade between each pair of partners. Outside the quotas established
in these agreements it is generally possible for partner countrles
having surplus transferable roubles to buy only so-called "soft
goods™", that is, goods for which there is no ready market.

- 18, The Complex Programme included a timetable for the 1mprove—
ment of financial and monetary relations between the members and of
the r6le of the transferable rouble (see Appendix V.8). It was
in fact a timetable for the production of the studies and agreements,
on solutions rather than a timetable for action. . Thus, members are
supposed by now to have agreed on how they are to arrive at SRR
"economically substantiated and mutually agreed exchange rates: or
coefficients for countries! national currencies against the

transferable rouble and against each other"., They are also:supposed
dem lharra HanamaTlxzrad 4+lhhan Al ads a4 Tt A~ fols o] wheal Asn-l a nYri rac
U\J ilayv < J. CToWVL VOU wiic F R U-LQU-I-VLJ-DLJ..L&J UC UVVU\JLJ. MV&J!UQ U.‘-\J VVLLU-&-G ChAoba y-l- e N N D
and foreign trade prices". Although work is understood to be in

hand, there is.no indication as yet that these aims have been
achieved; although arrangements for more or less immediate clearlng
of non-commer01al payments, including tourist payments and
maintenance of diplomatic missions, has been introduced follow1ng
the May 1973 meetlng of the CMEA Committee for: Forelgn Currency and
Finance.-

“~19¢ In recent years IBEC has been a limited source: of short—
term finance for its members' trade with the West. It has been able
to attract deposits from Western banks and has borrowed on the
medium=term euro’ currency market, Known borrow1ng from this source
is put ‘at over $15O million.,

20. CMLA'S other bank the Internatlonal Investment Bank (IIB)
(Appendix X) was: establlshea in accordance with decisions of the
23rd and 24th CMEA sessions., ‘It began operations in January 1971.
Its main purpose is to grent medium- and long-term credits to official
banks and~ enterprises in CMEA countries for the purchase of ‘capital
goods and business, both within the CMEA and from the West, for
projects of ‘interest to CMEA. as a whole. So far projects receiving

credit have been. malnly in the automotive, transport and engineering
industries, Future projects are expected to be in the fields of

raw material exp101tatlon and "joint" CMEA ventures. The bank had
by the énd:of 1972 authorized credits. totalling nearly 280 million-
transferable- roubles, of which over 110 million were in convertible
currencv,.for 26 projects. The bank has supplemented its statutory
capltal ‘by borrowing on Western money markets, a pOllCY which we .
expect 'to continue, probably on an increased scale, in the next - -
few years of the bank's operation. Only in this way could it raise
sufficient capital to finance: (1arge scale) raw material projects on
Soviet territory. Last year, for the first tlme, credits were
apgrﬁved by the bank for the USSR though their size and purposevare
no nown,
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CMEA LAW

21, Certain joint regulations and procedures have been in
existence for some time. For example, the so-called "General
Conditions for the Deliveries of Goods®, which has governed
dealings between ‘economic and trading organizations of QMEA
countries, was approved by them in 1968, The CMEA Session, the
Fxecutive Committee and the Standing Commissions can issue
"decisions®" and "recommendations" within their respective spheres

of competence. Decisions relate <o organizational and procedural

matters; recommendations to more substantive matters., Such
decisions and recommendations can however only be implemented in
individual countries when endorsed in accordance with their
national legislation by decisions of their governments or
competent authorities. There is as yet no such thing as "CMEA
law", Thus CMEA decisions need not become the national law of

‘member states.

. 22. Decisions and recommendations, must; in any case, be
taken unanimously within the CMEA bodies in which they originate. -
(The only partial exception is the International Investment Bank
where the principle of majority voting has been accepted for-some
kinds of day-to-day decisions.; According to Article IV(3) of the
Statute, all recommendations and decisions can be adopted only
fwith the consent of interested member countries of the Council'®.
Interpreted restrictively, it provides a right of veto by one
country over any proposais of which it disapproves; however, the
Complex Programme states that unwi’lingness to perticipate by
one member must not prevent the interested countries from going-
ahead on their own. ZIven when an agreement has been signed and -
member countries have ratified it, there are no legal sanctions
which can be agpplied in the case of ncen-delivery of goods., Only
Ain the case of the International Investment Bank has the idea of
penalty clauses been introduced and that to be used in the case
of default on repayments by Lorrowers, ‘

i 23. So-called "Model Regulations" on the establishment of
"International Tconomic Associationg/Organizations! were approved
by the CMEA IExecutive in January 1973. They will be considered .
later in the paper, in the section on Integration. The
Ainstitution which has been set up to concern itself with the legal
aspects of CMEA integration is the "Consultative Board of the

CMEA States for Legal Questions', . Integration generally, has
increased the number and complexity of the economic ties between
member states and this makes considerable organizational and legal
demands, The Complex Programme included provisions for improving
the legal basis of economic, scientific and technical co-operation
between the CMEA countries. The First Stage in implementing this
programme was reached in May 1972, when representatives of the
cquptrles signed a-"convention on the settlement by Arbitration of
Civil Disputes thHat arise from relations in the economic sphere".
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mhe convention came into force in August 1973. Under this
arrangement any disputes arising out of deals between CMEA countries
are subject to arbitration in arbltratlon courts attached to the
Chambers of Commerce. Future efforts in the legal sphere are to be
directed towards legal protection of 1nventlons, trade marks and
industrial samples and consideration of the legal aspects governing
any forms of co-operatlon in buying and selling licenses and
know-how. :

LCONOMIC INLPGRATION IN CMEA

24, There has been no agreement in practlce on what the

.ﬁ;process of "8001allst economic 1ntegraulon” entails. In the
Communist press, it has become clear that the term has become a
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household phrase, at least for Communist officialdom and the media;
the term and its companion phrase "econémic and scientific technical
co—operatlon" have many meanings. In their widest appllcatlon CMEA
menbers understand them to. encompass -any form of CMEA trade. and any
economic/scientific. and/or technical.-contact ‘between countrles.; In
a narrower sense however CMEA members limit these phrases to -agree-
ments which estabiish some sort of Joint productlon on an "exclusive
basis" (that i3, specialisation in industrial sectors or individual
products) and joint. partlclpatlon in the actual production process
(be it in de31gn, research and development, manufacture or
marketing). -The earliest form of "integration® was concelved as
plan- co—ordlnatlon. : L

Plan Co—ordlnatlon

25. The co-ordination of long-term economic plans was e
established at the (summit) special Council meétings of: 1962 and -
1963 attended by top Communist Party officials, as CMEA's basic
meLhod of operation and, in lieu of thé abandoned Joint planning, was

1o’ function as the principal means of developing and extending the
tinternational division of labour!, The purported new co-ordination-
in depth for 1966-1970 ran into ‘considerable delays and difficulties
and was carried out largely on a bilateral basis. Multilateral
effqrts were limited essentially to a compilation of raw material
balances for fuels, power and certain metals, The priority reaccorded
plan’co—ordlnatlon in 1969 (the 23rd Session) presaged new efforts
in this 'sphere and plan co—ordlnaulon for the time being remained
geared primarily to sectors heavily involved in production of goods
for intra~CMEA commerce, Member countries agreed to exchange a
wider range of information that had previcusly been agreed for -the-
. 1971-1975 plan period and long-term planning (15-20 years) recelved
;;a boost partlcularly in the raw material sectors. S
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26, A CMﬁA Committee on Planning was formed in accordance with
recommendations of the 25th CMBEA Session (1971). During 1972, it was
respon81ble for formulating and drafting general agreements on co-
operation for the construction in the USSR of the Ust-Ilim paper and
puln combine (see Appendix XI) and the Kiembai asbestos mining and
concentrating complex.

27. On plan co—ordination a main point to emerge from the CMEA
Council Session in Prague last year was the disappointment with the
slow progress made in following up the Complex Programme. Hungary
in particular expressed its impatience openly. - The main.reason_for
this appears to be that the CMEA member countries have not had enough
time to gear their. 1nd1vvdual plans to fit into the overall -plan and
earmark the neceSSer resources- for joint proaects in good time. ' Under
the strict nationsal plans that CMEA members operate there are often

times when they find themselves without any spare capacity to:embark
on new projects at short notice. So much was admitted by Nikolail

Baibakov, ‘the Soviet Planning Minister: ..."if we do not set .aside
adequite material, labour and financial resources and first of all
capital resources for integration measures we could find ourselves
in a difficult position, It seems to us that only interconnected
and simultaneous work on the preparations of internal national plans
and of the five-year plan for multinational integration . -measures
within the framework.of CMEA can bring success®, :

- 28, ~What he advocated is now beﬂinning to take place. A round
of consultations both on overall surategy and individual proaects
has begun, so that the contents of the "complex programme for
integration" can be built into members next five-year plans, which
start in 1976. It is expected that all these plans wiilt; for the-
first time, contain complete sections devoted to integration, and
such a process was formalised at the Prague session. Remarks by
Vaclav Hula, Chairman of the Czechoslovek State Planning Commission
indicated that the next five-year plan will have one common
inttegration plan (covering only specific topics) for CMEA, in which
the Committee for Planning (Chaired by him in 1973) will be seen to
be e?ervlng as a prominent body with a considerably enhanced réle
to play.

29. Next to plan co=-ordination, the formulation of projects

‘for production specialisation and co-operation arrangements between

members as an area of economic activity furthering 1ntegration, 1s
considered. .

Specialisation and Co—operation

30, “The question of production spe01alisation within CMEA must
be seen against tle background of the differing ecériomic and industrial
levels of the individual member countries. Thus the more indus-
trialised nations (Czechoslovakia, GDR and Poland) favoured a
greater degree of specialisation 1n production as being efficient
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in terms of investment costs and potential foreign sales, ‘while
Rumania, Hungary and Bulgaria were (and still are to some extent)
more concerned with building up their own industries on as “broad -

a base as possible, and as such, they were less inclined to accept
expansion of speCLallsatlon, under CMEA auspices, as being of any
immediate economlc benefit to themselves,

31 Spe01allsatlon was intended to bring about greater
efficiency in production and to accelerate technological progress
via a concentration of output of a given product in one or more’ of
the member countries, which would meet the requirements of .the CMEA
Area as a whole, It was conceived in terms of collaboration betwecn
existing industries and the creation of new complexes of 1nter-
related and’ complementary industries. But basically, each country
wants to- ‘concentrate on whatever is most pr0¢1table to its own
economy -and ‘riot to be committed to uneconomic lines of production.
There is national resistance to ceasing production of items in case
alternative CMEA supplies are not forthcoming., There is also the
‘question of high initial investment costs and the probability of .
slow returns on such investment, The lack of material incentives
to induce member countries to switch_ away from ex1st1ng lines of
production have stymied the achlevement of greater progress. Other
limiting factors which have not yvet been completely overcome are
the-inadequacy of the transport system between member countrles, and
the persistent lack of common technical standards and of economic
criteria which would enable individual countries to assess the
relative economic viability of spe01a11satlor projects. < The slow
- progress of speécialisation has been blamed, to some extent, on the
CMEA organs, primarily the standlng comm1551ons, (see Appendix I1I)
about half of which represent major branches of industry. . Usually
their membership comprises senior miristry officials from each of the
member countries, they originate and. approve proposals which must then
be put to the CMEA Executive, who “then issue recommendations to
member governments.

&
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32. Even when speolallsatlon projects. have been agreed, they
are not necessarily honoured in practice, - This has left. countries
which expanded theirioutput. of a particular product unable to sell
it to their CMEA partners, who ‘had also increased production,
Agreement was -reached on new approaches to spe01allsat10n, the most
1mportant factors belng : :

*.(1) to put future spec1a11sat10n agreements on a contract basis
instead of having them take the form of recommendations
adopted by the governments concerned, and

(2) te . work out spe01allsatlon schemes at operatlonal
T (enterprlse) level, =

NATDO RESTRICTDED
-6



PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

NATO +RESTRICTED

AC/127=D/483 " | ~1-

33, 1In practice, soe01qllsatlon in onglneerlng productlon is
still backward within as well as between CMEA states - ‘the levels -
compare unfavourably in many sectors with Western countries. The
main feature of the current stage of industrial development of CMEA
countries is that they are not scientifically and technically equipped
to produce a complete range of basic products. Soviet and East

Furopean engineering plants have in the past attempted to be almost
self-sufficient because defects in centralised supply and planning
meant that exports (to other CMEA countries) were sacrificed at the
expense of domestic usage., Parallelism in the engineering industry
has -continued, despite efforts to the contrary. Existing
specialisation agreements are in the main for production of dlfferent
¢1nlshed products and only recently has provision for specialisation
in components and sub-assemblies become popular. Engineering =
components are not always interchangeable within CMEA and greater.
standardisation is needed despite the progress already made.in this
sphere, Involvement in spec_allsatlon programmes often means .
departures from old and starting new types of production with hlgher
technlcal parameters and with strict requirements as to the rhythm
and time schedule for deliveries., Nevertheless some degree of
specialisation has been achieved, (see Appendix VII), particularly
where new products are being introduced. This has occurred mainly .
in the engineering, metallurgical and chemical industries. It has
to date usually been effected through bilateral channels and mainly
among the REast European members rather than with the Soviet Union-
though has to some degree involved multinational co-operation., It
is impossible to determine to what degree the stace of specialisation
between member countries iz directly attributable to CMEA recom-
mendations and how much occurs as normal. 1ndustr1al relations
between nelghbourzng countries. . -

More Lffective Organizational Forms

34, For some time Soviet and Bast Buropean criticism of
existing CMEA specialisation machinery has been accompanied by calls
for the formation of additional branch associations: The creation
of international economic organlzaulons (such as Intermetall and
Interkhim) by various groups of CMEA countries has been an: important
feature of recent years. Such bodies have fulfilled.chiefly the
function of co~ordination of their respective sectors. They have.
no direct control over enterprises and are intergovernmental in
character, staffed by national civil servants and they are govern~-
ment flnanced. e _ T

35, CMEA has’ reCenuly esiabllshed the flrst Internatlonal
Bconomic Association based on the self-financing principle: !
Interatominstrument. It may be regarded as the beginning of a CMEA
nuclear engineering and instrument sector, in which a Joint
approach to scientific and technica! problems will be combined
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with the production of equipment and instruments and their marketing
and also with the instellation and servicing of nuclear equipment
by specialised member units of the Association. Inter-
atominstrumentt!s circulating capital for the first three years will
be supplied by its members (its initial cgpital is 2.1 million
roubles) and only after this period (1975) will it be expected
not to -call on them for further funds, One of its main aims is to
obtain savings for CMEA as a whole by placing large cqn501LQate§
orders for machinery in the Vest thus eliminating some duplication.
Its membership now comprises 14 economic crganizations and
enterprises from :six CMEA countries. :

. 36, Being virtually independent of the intergovernmental
machinery of CMEA and avoiding political objections by any CMEA
country, since membership in these bodies is voluntary, . .
International Economic Associations could.be relatively flexible
and Tast moving, With the exception of the USSR, individual CMEA
members have neither the capability to establish and operate a
full range of industries on an economically vieable basis nor the
means for obtaining the requisite technology eand equipment on their
own. Their nceds would seem to impel them towards this type of
joint production ‘and marketing ‘arrangements as the most realistic
approach to the modernisation of their industries under present
" conditions. They reflect the increasing importance -attached to-~
co-operation; particularly by the FBast Lurcpean members of CMEA.
They are also‘an example of the more market oriented, cost-
cornisciGus-@and menagerial approach,-which a number of East =~
Buropesii-‘counitries are now applying to their industries., In this
connéétion the last nine months have been lively as regards the'”
number ‘of orgarizations formed, eight in ‘all;-in addition-the -
preliferation of proposals shows the extent to which the idea has
¢gught on, - Several of the recently formed organizations are in
relatively ‘advanced technical industrial 'sectors, for example,
measuring equipment for laboratories, telecommunications, air

- purification; the scientific dimension makes international co-
operation more acceptable arid more necessary, It is easier to
obtain international co-operation in thé more advanced fields of
technology, rather than in the existing older sectors of industry
which CMEA countries are often reluctant to change radically.

The associations supplement, rather than replace existing

o 'production organizations. - Details of such organizations and their
sphere of operations are ‘found at Appendix IV, There is some =
increase in the proportion of bilateral associations (Assofoto,
Interport and Inter Komponent) where or previous precedent, other
members may Jjoin later; but the common feature of most organi-
zations is that they will be based on a“joint strategy and of a
size to be fitting competitors of Western firms. In the case of
the organization - "Med-union", it was established specifically
to+develop and co-ordinate exports of medical equipment to non- -
Communist countries.
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Scientific and Technical Co-operation

%7, Since 1966, co-operation in scientific and technical
research has been promoted as a means of implementing economic
integration. - Original CHEA principles on such co-operation laid
down in 1949 that information and documentation were to be
exchanged free of charge. For the more industrially developed
countries such as Czechoslovakia and GDR, this meant sharing
the fruits of research with other members who had little to ..
contribute in return. It was further argued that scientific-~
technical co-operation without compensation was ill-fitted to the
new principles of economic management that were being introduced
in the mid- and late 1960s. Since then agreement has been reached
among the CMEA countries and payments are not precluded for the
"technological assistance offered to solve particularly difficult
problems when such assistance involves considerable expenditure
on the part of the assisting country",

28, C(MEA!'s Standing Commission on the Co-ordination of
Scientific and Technical Research (set up in 1962) was upgraded to
the Committee on Scientific and Technical Co-operation in ‘
accordance with the Complex Programme (1971) with the idea that
scientific and technical co~operation must be seen as a preliminary
step to future production specialisation. In 1972, the CMEA "~
Iececutive approved a document fixing the organizational,
methodological, economic and legal principles of scientific co-
operation between member countries. It also notec that members
were ready to participate in the setting up of scientific projects
in lMongolia and a Joint organization. Mongolsovtsvetmet has been
established with the help of the Soviet Union to ‘assist in mineral
exploitation in Mongolia. Scientific co=-operation is particularly
relevant for new production sectors, such as atomic power,
engineering, computers and automation of production .processes, and
the CMEA countries are now in.the process of drawing up their 1976-
1980 plans. At Appendix VIIT we ‘attach a list of areas of CMEA
research and, where known, the countries involved. S o

Division of Labour

39. With the closed character of the CMBA countries economies,
there has been no spontaneous flow o0f manpower across boundaries.
Even though some countries, notably the GDR and to some extent
Czechoslovakia, suffer from a manpower slortage, others like
Poland have surpluses, but labour mobility has until recently been
rejected in principle. Nevertheless, there have been some examples
of "labour force exchange!, apart from very small scale commuting
across national boundaries in border ‘areas (for example Polish
manpower 'is used in the city of Eisenhuttenstadt). The East Germans
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have employed Poles," mostly in connection with construction projects
building sugar refineries, laying pipelines and railroads. Perhaps
the most publicised labour exchange is that initiated in 1967
béetween the Soviet Union and Bulgaria. Under a -ten year agreement
5,000 Bulgarian workers are participating in forestry progeots in
Koml Autonomous Reoubllo, for which Bulgaria is receiving ; e
500,000 cubic metres of lumber annually. Similar raw material;:

in e :change for manpower agreements were concluded between the two
countries for the contruction of a paper and pulp combine at'
Arkhangelsk and for metallurgloal combines in the Kursk area.

40, Recently, however, labour resources have been con31dered
in terms of their o6ptimal utilisation both within éach country and
in CMEA as a whole, but as yet, opportunities to work in another
CMBA country are strictly limited., It is however possible to
transfer materials to oountrles enjoying better manpower resources,
as in the recently concluded agr reement between Poland and the GDR
<o 301nt1y build a cotton spinning mill at Zawiercie in Poland.
The "GDR contribution will consist of deliveries of machinery and
equipment and designs, while the Polish side will ensure
construction, "workmanship™ and factory personnel, Joint management,
co=ownership and naturally, the division of profits are also .
planned. A similar accord between the two countries calls for the
construction of bearings plants and furniture factories in Poland.

Movements of Capltal beuweon CounLrles

41, Raw Materigl Developmenb. Most CMEA oountrles, the o
Soviet Union apart, even where they have well- deVeloped eXtractive-
industries lack“some types of raw materials or fuels, which ‘they .
must consequently import. ~At present they 1mp0rt a major share of
these commodities and senmi-processed goods from the Soviet Union,
in partvcular 0il -and oil ‘products, natural gas, electric power,. .
pig iron, rolled-steel, phosphorus fertilisers, . cotton, hand’ ooal,:
manganese ore, iron ore arnd timber. In general the extractive .
industries are usually oapltal rather than 1aboui. intensive,
except in Lhelr early stages, and have a long produCLlon cycle
before costs carn be récovered. The Soviet Union as'a major supplier
has since the mid=1960s oontlnuously promoted “the idea that her
-CMEA partners should part 101pate financially in aeveloplng her raw
materials reésources in order to- ensure a contlnulng and increesing
flow of prinary produous in the 1 long run. One.idea put forward
in the 1960Q8-6n  raw macerlals was at Soviet. behast (supported by

'Poland and Hungary) for'a special fund with contributions from

1mporblng ¢ountr1es to prov1de credit for capital investment,
partloularly in prooess1ng of extractiveée industries. . This has _
beéi followed some years later by the creation of the International
Investment-.Bank, but- as yet no credits-have gone to such indugtriss,
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42, The common feature of such projects is that interegted
CMEA countries participate in a particular project by supplying
equipment_and“construction.materials_for the actual.progect.of the
infrastructure it will require., :The countries acquire 1o rights
of ovmership but are entitled to. repayment from the product output,
M1 prices are fixed in advance by contract, both for what the
members: supply and for what will be delivered to them,  They o
usually .also have the option of coantinuing purchages once credits
have been repaid. CMB4 officials are quick to p01nt.out that
only "interested" members will subscribe to projects and that they .
are only bound by decisions on which they have voted, but the vote
amongst. those who do subscribe must be unanimous, Mogt'of @he
egreements then become bilateral in nature as the Soviet Union
concludes individual agreements with each participating country.

: 4%, An acceptable method must be evolved for valuing assets. .
contributed by countries and for pricing the production and in the
absence of currency convertibility or transferability this is made.
more difficult., Czechoslovakia has invested in the Polish copper,
sulphur and coal industriesy in Soviet oil and natural gas .= -
production, in thermal power plants in Rumania and in Bulgarian
copper mining. All the other Bast Iuropean countries have invested
to .a greater or lesser degree in raw material exploitation in other
Bast Luropean countries or the Soviet Union., There are fewer
instances of multilateral investments in production facilities;
for example, the Braila cellulose plant in Rumania, which was
initiated in 1956, was financed by Czechoslovakia, GDR and Poland
and the Kingisepp phosphate mine project (Soviet Union) was begun
in 1963 with Bulgarian, Czechoslovakidi, Tast German, Hingarian and
Polish participation. . More recently agreed projects include the
Ust Ilim paper and pulp complex in Siberia where all the Bast
Buropean members of CMBA, except Czechoslovakia are providing
asSistance in the form of machinery and equipment, in return for
pulp (seé Appendix XI) end the Kiembai asbestos combine in the
Urals. Similarly. another project outstanding in CMEA is -
Intermetallts project to build a steel plant metallurgical .
complex in the USSR at Kursk. When this project was first :@ |
discussed in 1969 = CMEA countries weré to build a continuous -
stéel casting mill, by August 1970 the:.GDR, Hungary, Poland and

the USSR had .signed a general agreement - but since. then very little

has been done(1), apart from an influx of Bulgarians beginning
construction work on an ore dressing plant near there. The CMEA

contribution may well be only towards the infrastructure, delivering
similar materials as they are to the Ust Ilim complex. The Russians

?hemsélyes:haVe, in the past, proposed that the method of calcula-
ting shipping costs be altered, since under the present system the
acpual costs incurred in shipping the raw materials to the border

(1) However, the Soviet Union recently signed an agreement with

g%ree ¥est German firms for technology and equipment for
age I,
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of the importing country are not covered at all. They have also
proposed a type of lease agreement, under which one country would’
leage an area within its own. borders to - another country which would
then exploit. certain natural resources. The economic profit of:
the country owning the resources would come from fees for the use .
of land and for shlpplng and other services: ‘it provided the leasee.

“f44 J01nt Proaects. These have been separated from raw .
inaterial development because of the more specific meaning of "JOlnt"
ve take it here to refer to such ventures either where there is
equity . investment of ‘where there is Joint ownership. In the case
of such Joint ventures arrangements must be made for taxation,
depreciation and repatriation of profits and these problems are:
exacerbated by currency inconvertibility. However, the flnanc1al :
complexities of this type of joint venture should not obscure thelr
probable advantages to participants.  Ventures of this kind hinge.
more.on the commitment of -the. industrial .capital of one country. to
the. .industry of another in order to assure the productlon of goods
for Yoth countries which would be more expensive . for each of them ‘
to produce independently or which they would otherwise have to
import. . Very few ventures of thls sort e: ist as yet. :

45, Perhaps the first CMEA'301nt venture is the Polish-
Hungarian enterprise, Haldex, established in Katowice in 1959 to
produce coal from coal waste, exploiting a Hungarian technlque.,i«'
The Hungarlans delivered machinery and equipment necessary for: the
operatlon,'whlle the Polish contribution was in the form of ooal
waste and the building materials and construction work involved
in settlng up -the first of several plants to use the technique; -
ownershlp was divided equally between the Polish and ‘Hungarian - -
companies- ‘involved. Similarly the Pollsh/East German cotton mlll,,
a more recent venture, which has received cons1derable CMEA i+
publicity is to be built Jointly at Zawiercie. .with an output . .
capacity of 12,000 tons; it is to be the common property of the. two
countries in proportlon to their contributions.. Joint management
and lelslon of profits are also planned. '

46, Thus, CMBEA has so far evolved no legal framework for the
conclusion of such joint produotlon/ownershlp deals. References in
the CMEA programme to improving the "legal framework" may fore-
shadiw moves to remedy this situation, though progress is bound to
be s ow ‘ _

47,- Only Rumania and HUngary have paSsed legislation permitting
equity‘investment of up to 49% in joint enterprises on their
territory. - As yet there have been no CMEA takers and in the case
of Humngary, no takers from either East or West. So prospects for
this type of integration do not sSeem great at least in the shorter
term, although Poland is currently drawing up legislation (whlch may
be put into effect for the next" flve—year plan period) to allow
a. 51mllar form "of equlty 1nvestment _
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CONCLUSIONS

.~ 48, CMEA is not a supranational organization as the
Comprehensive Programme shows. The member countries have not
renounced their sovereignty in favour of the organization, and
no CMEA "law" exists which could take precedence over national.
legislation, CMEA is neither a customs union nor a free trade
area: there is no external tariff or any apparent instrument of

"external tpade policy. . K

49, CMEA is .essentially an.organization for co-operation.
and planned economic co-ordination of member countries! economies.:
Membership in the organization does not involve alterations in ¢
the attitude of a member towards third countries,  Although there
is no defined common policy, there are "consultations" within the"
appropriate CMEA forum, where doubtless some measure of common
strategy is laid down. This enables ad hoc solutions to be found
in the absence of a CMEA set of proceduress In the final analysis
the power of CMEA is- determined by the political will of its
members, particularly the Soviet Union., This political will,
worked out at sessions of the Council lays down the collective
policy to be adopted by CMEA on specific issues.

© 50, Notwithstanding the positive. achievements to date of
CMEA. there remain significant problems’which need to be solved.
Not least of these is that the present division of economic
activity between member states, even in their eyes, is not all
it might be in terms of specialisation, capital and labour
productivity and lower cost per unit of output, " Similarly the
expansion of mutual trade between CMEA members has not kept pace
with the growth of national income in member’ countries. CMEA
countries have, to:a large extent, carried out their .
industrialisation programmes along the same lineés' and they have
thus evolved similar industrial sectors. With co-operation
agreements in'operation between countries, industries are to
some deg?ee becoming more complementary, but at present much of
their original competitiveness remains unchanged,

PROSPECTS

51.  The CMEA programme,:if implemented in full, over the
next 15 to 20 years and according to the timetable laid down,
would inevitably bring about closer co-operation and integration
of the member countries! economies in virtually all industrial
sectors, However, evidence to date, suggested that this task
may be beyond the reach of CMEA, at least in that time pefiod,
and particularly as regards the financial sector.. CMEA is already
psyohologically oriented towards and committed to furthering
trade.amgng members, on the basis of government-to~government
negotlaplons, with a view to long-+erm trade agreements continuing
to provide for planned deliveries at fixed prices. In effect CMEA
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is attempting to co-ordinate mgdium— and long-term plans at an -
early stage so that arrangements can be made to accommodate partners
in the final national plans andi:thus facilitate increased trade and
co-operation, Given the enhanced réle of the CMEA Planning Committee
the next national five-year plans (for.1976-1980) aré'likélyvtqu,;
contain. specific sections on integration measures and a "common
CMEA integration plan" may become the norm at a later date. o

52, Although national plans will stress the importance of
intra~-CMEA trade with the implications that this will be at the
expense of trade with the West, in recent years this has, in
practice, rarely been the case, particularly in 1972 and 1973; the
future position is less clear, especially for the East European
countries. Their wish to increase East-West trade must be set
against the prospect of increased Soviet prices for raw materials
in 1976, if not before, and the fact that they must increasingly
look to the Middle Bast and elsewhere for additional oil supplies
and pay in hard currency. Both these factors may act as a
restraining factor on the relative growth of Fast-West trade. The
Soviet Union would gppear to be in a more fortunate position with
her raw material resources and gold reserves.

53, If CMEA countries decided to specialise in their imports of
Western technology and equipment in concert with their intra-CMEA
specialisation efforts, it would in the longer term increase the
degree of specialisation and intensify scientific and technical
co-operation and strengthen CMEA's economic viability., Industrial
co-operation, both among CMEA countries, and between them and the
West, may increasingly compensate for the limited investment funds,
productive capacity and, in certain cases, of technical skills and
manpower, available in individual CMEA countries.

54. Ve expect the CMEA agencies and multinational associations,

originally created to solve a number of problems in their particular
industrial sectors, to play a greater part than at present. Some of
these organizations are likely to enter into direct negotiations
with their Western counterparts and in some cases into competition
with them, without the need for further co-ordination on the part
of CMEA, However, the permanent standing commissions, even if
modified, are likely to remain limited in their activities to little
more than setting ground rules and to general consultations.
Overall the current level of organizational development would seem
to be inadequate and further institutional development, such as an
enhanced r6le for the Committee for Planning sppears necessary if
CMEA is to function effectively.

55. As an organization CMEA must continue to mirror the
strengths and weaknesses of the economic systems of its members.
There is now preoccupation with securing a modicum of co-ordination
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of the next five-year plans (1976-1980). Although there will
undoubtedly be some advantages in this; it may well introduce
further complications in the national planning process and may'
reduce still more the flex1b111ty required to react to the world
economic: 51tuatlon at any partlcular time, Nor is it necessarily
condu01ve to quick. response to the pace of technological change
in the later 1970s.
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APPENDIX 1

THE CMEA STATUTE (extracts)
E .

Article I - Purposesg and Principles

1. The purpose of the Council for Mutual f£.cnomnic Assistance ig

.to promote ‘by unittng and co-ordinating the efforts of the member

countries of the Council, the planned developmen. of their netional
economics, the acceleration of economic and technical rrogreas in
these couniries, the raising of the level of industrialization in the
industrially less-developed couniries, a steady increase in the
productivity of labour and a constant {mprovement in the welfare of the

~ peoples of the member countries of the Ccuncil.

2, The Council for Mutual Economic Assis ance is established on the

basis of the principle of the sovereign equality of all the mermber courntries
of the Council. ‘ '

Econonic, scientific and technical cooperation between the
member countries of the Council shall bc carried out in accordance with the
principles of full equality of rights, respect for each other's sovereignty
and national interests, mutual advantage and friendly mutual a::1.symc°

Article II - Membership

2, Admission to membership of the Council shall be open to other
countries which share the purposes and principles of the Council an+
have expressed their readiness to accept the obligations contained in

the present Statutes. New members are accepied by decisions of the
Session on the basis of official applications from the couniries concerned.

Article III - Functions and Powers

1, In accdrdance with the purposes and principles laid down in
Article I of these Statutes, the Council for Mutual Econcmic Assistance:

(a) shall organise all-round economic, scientific and technical
cooperation between the member countries of the Council with a view to
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making the most rational use of their natural rescurces and to
accelerating the development of their productive capacities;

(b) shall cooperate in the improvement of the international
socialist division of labour by means of the coordinztion of national economic
plans, and of the specialisation and cocperation of production of member

countries of the Council;

(c) shall adopt measures in order to study the economic and
sclentific~-technical problems of member countries of the Council;

(@) shall cooperate with member countries of the Council in
elaborating and implementing common undertakings ........

Article IV - Recommendations and Decisions

1, Recommendations shall be adopted on matters of economic,
scientific and technical cooperation, Recommendations shall be
communicated to the rmember countries of the Ccuncil for consideration.

The recommendations acopted by the member countries of the
Council shall be implemented by decisions of tireir government or
competent authorities in accordance with their national legislaticn.

2, Decisions shall be made on organisational and piocedural matters.

3. All recommendations and decisions by the Council shall be adopted
only with the consent of the interested member countries of the Council,
and each country shall be entitled to declare its interest in any matter
considered by the Council. '

The effects of recommendations and decisions shall not extend to
countries which have declared their lack of interest in the question concerned.
Each such country may, however, accede subsequently to recommendations
and decisions adopted by the other member countries of the Council.

Article VI - The Council Session
\

1. The Council Session {s the supreme organ of the Gouncil for Mutual
Economic Assistance. It shallbe empowered to discuss all matters coming
within the competence of the Council, and to adopt recommendat{ens and
decisions in accoidance with the present Statutes.
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2, The Council Session shall consist of delegations from all
the member countries of the Council. The composition of each

‘country_'s delegation shall be determined by the government of the

country concerned,

: 3.' A regular Session of the Council shall be held not less than once

a year in the capital of each of the member countries of the Council in tumn,
and shall be presided over by the head of the deiegation of the country in -
which the Session is held. '

4. An Extraordinary Session of the Council may be held at the request ot

with the consent of not less than one-third of the member countries of the
Council.

Article VII - Executive Committee

The Executive Committee of the Council shall consist of the
representatives of all the member countries of the Council, on the basic

~ of one from each ccuntry.

1. The Executive Committee is the chief executive organ of the Counc‘il.

2. The Executive Committee holds its meetings not less frequently
than once every two months.

3. The Executive Committee within the sphere of its competence has the
right to adopt recommendations and decisions in accordance with this Charter.
The Executive Committee may submit proposals to be considered by the

‘Council Session.

Article VIII - Standing Commissions

1. Standing Commissions of the Council for Mutual Economic Assistance

shall be established by the Council Session for the purpose of promoting
the further development of economic relations between the member countries
of the Council and the crqganisation of multilateral economic, scientific,
and technical cooperation in individual sectors of the economy in these
countries. Requlations governing the Standing Commissions shall be
approved by the Executive Committee of the Council.
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a2, FEach member country of the Council shall appoint its
representatives to the Standing Commissions.

e The Stending Commissions, within the limits of their
oomhotenceg have the right to adopt recommendations and decisions
in conformity with the present Charter, e Commissions may

also subnit proposals for the consideration of the Session of
the Council and the Executive Committee of the Council.

® 006 00&O0000O0OGCO QOO

M SE EN LECTURE PUBLI

s 5. The meetings of the Sfanfing Commissions shall, as a rule,
be held at the olace wirere they are permanently 1ocated .which
@ shall be determined by the Council Session. :

voriiing mroups. The groups are numerous and meet cquite
frequently., In nore recent yvears they have achieved a
considerable excheng: of information and are one basis for work
on snecilalization.

dfig Subordinate to these bodies are sub-commissions and
)

ticle IX = The Secretariat

PUBLI C D
K

The Secrctariat of the Council for Mutual Economic

tance shall consist of the Secretary of the Council, his
ies, and such staff as may be required for the performance
2 Secretariat’s functions,

]

O > =
.’:Y‘d-m

Fhd e
i
ch O

The Secretary of the Council shall he appointed by the
Sesgion of the Council end his deputies by the Executive
Comnmittee,

The Sccretary and his deputies sghall direct the work of the
Council Secrotcrlou° The staff of the Secretariz®t shall be re-
eruited frem ci Llaer of +the member countries of the Council in
accordance with the rules and regulations of Tthe Secretariat
of the Council,

The Secretary of the Council shall be the chief official orf
the Councile. He shall reoresent the Council before officials
and orgenizations of the Council member countries and other
countries, and also hefore international organizations. The
Secretery of the Council may empower his deputles and also
oocre+awlat officials to act on his behalf,

DECLASSIFIED/DECLASSIFIEE -

: The Secretary and his deputies may ta&e part in all
meetings of the organs of the Council,

000020000 0C0000O0O0

3 In carrying out their duties, the Secretary of the Council,
his dzputies and the Secretariat staff shall act as inter~
national officials.
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APPENDIX IT

LEADERS

Date

- January 1949

February 1949 (by cor-

26-28 April

29 Sept.
1950

2L-25 Tov,

1958

26-27 March
1954

2425 June
1054

7-11 Dec.,
1955 :

18=25 May
1956

HNATO

TO DL3CUSS CMEA AFFAIRS

Place

Moscow

respond-
ence)

Moscow

(b cor-
respond-
ence)

Moscow

Moscow

Moscow

Budapnest

Berlin

neE 3

Attendance

Bulg. Czecho, Hung
..Olc, R.Oulc, UOL)'\.’

(Senior Planning

finisters)

Attendance not

- announced

Attendancée not
announced

A1l members (incl.
Alb. & GDR)
(Vice-Premiers)

All members
(Vice-Preniers)

Attendance not
an:zounced

A1l £ull menbers
(Vice-Premiers)
Observers from
CPR and Yugoslavia

TRICTED

-30-

Subjcects covered

'ConSbi*ueni

Conierence

Albanian application
for membershin
scecepted.

hetohlishment of a
small secretariat
('Bureau').

ts il
ana tech—
nlcal ho—operation.
Long=term plan co-
ordination.

_b

GDR application for
membership accepted.

Inter-regional
trade.

Co—~operation in
draw1ng up 1956=80
trade targets.
Specialization by
hilateral agrecmert.

Distribution of
national inveastment.
Prellmwnﬂry tallis on
the unified power
gr: ide

Co—ordination of
production plans up
to 1960. Special-
ization in )
engineering.

Creation oZ 12
Standing Commissions.
Specialization in
engineering, food-
stuffs, raw
materlials. Prelimi-
nary »ecomnendations
on clearing agree-
mente
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Meeting Date Place
th Session 18«22 June Warsaw
1957
AD 1I0C 20~23 May Moscow
MEETING 1958
Cth Session 26~30 June Bucharest
1958

10th Session 11-=13 Dec. Prague
1958
114th Session 13-16 May Tirana
1959
12th Session 10-14 Dec. Sofia
1959
NATO

-31=
Attendance

A1l full members
(Vice-Premiers).
Observers from
CPR, Yugoslavia,
N. Korea,

First Party Secs

of all full mem-
ber & observers
from CPR, N.Korea,
N.Vietnam, Mongolia

All full members
(Vice~Premiers) &
observers from CPR,
N.Xorea, N.Vietnam,

& Mongolia,

A1l full members
(Vice-Premiers) &
observers Ifrom
CPR, Mongolia,
‘N.Korea, N.Vietnan

A1l full members
(Vice-Premiers) &
observers from
CPR, M.Korea,
N.Vietnam and
Mongolia

All full members
(Vice~Premiers) &
observers from
CPR, N.Vietnam,
N. Korea and
Mongolia

RESTRICTED
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Subjects covered

Swing-credit clearing
scheme agreed (signed
20 June). Revision of
trade plans for 1957-
60, Warning on hindr-
ance to trade expan-
sion represented by

proposals for an EEC.

Communiqué proposed a
more important réle
for the CMEA, a
better division of
labour within the
CMEA, and further
development of raw
material and energy
output.

Implementation of
decisions of May
meeting of Communist
parties.

Creation of 3 Stan-
ding Commissions.

Specialization in
chemicals and engin-
eering. Joint con-
struction of oil
pipeline (Agreement
signed 17 December, -
1959), Recommocnd—
ations on draft
Statute.

Project for 220-Kv
electricity gril.
Various speciaslize-
tion agroements.
Trade with Asian
soclalizgt states,

Approval of Statute
and Convention on
Immunities.
Co=ordinated ex-~-
pension of ferrous
metals. Aid for
exnloitation by
Albania and Bulgeria
of iron-ore. Ixchange
of views on post—
1965 plans.
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CAD HOC 2-% Feb. Moscow
MEETING 1960
13th Session 26-29 July Budapest
: 1960
14th Session 25 Feb.- Berlin
3 March
1961
15th Session 12-15 Dec. Warsaw
. 1961 ‘
'AD HOC "6=7 June Moscow )
. MEETING 1962
16th Session 7 June 1962 Moscow'}
EXTRA- _ :
_ ORDINARY SESSION)
. : J
NATO

-32-

Attendance

First Party Secs
of all full
members

All full members
(Vice-Premiers) &
observers from
CPrR, N.Vietnam,
N. Korea and
Mongolia

All full members

(Vice-Premiers) .
Observers from

N. Vietnam,

N. Korea,lnngolia

All fuvll members
except Albania
"(Vice-Fremiers)
Observers from
N. Vietnam,
N.Korea and
Mongolia

First Party
Secretaries and
Premiers of all
full members
(without
Albania) and

Mongolia

RESTRICTED
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Subjects covered

Agricultural deve:.oT-
ment

Messures related to
proposals of February
meeting of Party
leaders to exchanse
experience in agri-.
culture.
Establishment of
Standing Comnission
for Peaceful Uses cf
Atomic Energy.

Rules of Procedur~
for the Session anc
other organs agresd.

Specialisation in
chemicals
Conclusion of Trade
Agreements 1961-65.

Basic Principles
adopted ( & finally
approved at mzeting
of Party Secretarirers
in Moscow,6-7 Jun~,
1962) . Established
Control Office for
electricity grid.

Bpecialisation and
coordination

Implementation of
recommendations of
Party meeting 6-7 Jure
Egtablished Executive
Committee, 3 more
Standing Commissions,
Bureau for Integratec
Planning Probleus.
Amended Statute to
admit non-European
countries. Admittea
Mongolia o tuil
membership.
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17th Session
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| Date

14-20 Dec.
1962

Place

=335=

'Attendance

Bucharest All full members

except Albania
(Viee-Premiers)
Observer from

. N. Vietnam

Subjects covered

" Coordination of

investment p .ans
beyond 1965.
Establishmer ™ of
Standing Cor nizsion
on Currency > Finance.
Proposed creation of

_international bank.

(Cuba attended meetinys of certain Standing
Commissions as an observer in autuan 1962 )

23 December , CMFA Secretary, Fad’eyev, hold a press

1962 )

LT HOC
MEETING

18th Session

19th Session

20th Session

~1st Session

conference in Bucharest thut Albania officialiy

"broke off" participaticn in the CMEA after the
22nd CFSU Congress in October 1961

NATO
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24-26 July Moscow Conference of Review of develop -
1963 First Party ments in the CMeA
Secretaries &

Premiers of all
full members
(No observers)
25-26 July Moscow First Party Re-organisaticn of
1963 - Secretaries & Standing Commissions.
Premiers of all Draft agrecement or
T full members. IBEC.
(No observers)
. 17 Sept. Moscow’ - Signing of Agreenent
" 1964 between Tugoslavia
and the CliE&
28 Jan.-~ Prague All full members Endorsed Agreement
2 Feb. (Vice-Premiers), with Yugoslavia.
1965 including Coordinaticn of
, Mongolia. research.
Observers from
Yugoslavia,
N. Korea & Cuba
8-10 Dec. Sofia All full members Coordination of
1966 (Vice-Yremiers). research. Joint
' Yugoslav obser- investment in
ver. ferrous metals.
12-14 Dce Budapest All full members Coordination of
1967 (Vice-Fremiers). 1971-75 plan.
Observers from Currency and finance
Yusoslaria & problers.
N. Vietnau.
RESTRICTED
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22nd Session 21-23% Jan.
1969
Z3rd Segsion 23%-26 April
SPECIAL 1969
SESSION
24th Session 12-14 May
' 1970
25th Session 27-29 July
1971
26th Session 10-12 July
. 1972 .
16 Méy

1973

NATO
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Place

Berlin

Moscow

Warsaw

Bucharest

Moscow

Moscow

Bl

Attendance

All full members
(Vice Yremiers)
Observers from
Yugoslavie and
Cuba

First Party
Secretaries &
Premiers of

All full members

All full members
(Premiers)
Yugoslav
observer.

All full members
(Fremiers) &
Yugoslav
observers (led by
Vice~Premier
Grlit¢kov)

All full members
-(Premiers).
Observers from
Yugoslavia (led
by Premier
Bijedié¢), Cuba &
N. Korea.

AC/127-D/483

Subjects covered

Specialisatinn in

machine-buil-ting
Agreenent te
acceleraste wirk

on finance 3nd
currency, an’ foreign
trade problems.

Coordination of
national plans.
A greement on
advisability of
establishing au
investment vanx.
Proposals for
'Integration
Programune' .

Acceptance of draft
agreement on IIB
by all members

“except Romania (the

agreement to be signsc
hefore 10 Julvy 1970).
Improvement~ .n
nulvilateral c¢liearing
and develcpnent of
IBEC.

Adoption® of
"Integration Pro-
gramne',

Cuba admitted to

full membership.
Review of progress

in "Integration
Programme". Prelimin-
ary Agreement to builc
a cellulose machina
at Ust-Ilimst by all
full members except
Czechoslovakia &
Mongolia.

Signing of Agreoment
on Cooperation oetsw-
tne CMEA and Finland

The Programme was endorsed at a

meeting in the Crimea on 2 August
of the First Farty Secretaries of
full members excepy Homania.
meeting 4id notl, wowever, discuss

CMEA

CMEA affairs.

NATO
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-

-3
C_t
5

o
S.t
)

U

[0>

sion

[0]
]

eggsion

Date

5-8 June
1973

NATO
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Sofia

MATO

Atténdance

All full members
(Premiers, except
for Cuba and GDR
vho sent Vice-
Premiers).
Observers fron
Yugoslavia (led
by Vice~Premier),
N.Korea and
HeVietnam.
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Subjects ccvelad

Co=ordination of
1976-80 plans and
raw naterial and
energy suospliecao,
Endorsemens =
agreement on co-
operatior. between
Finland and the CMTA
Establishment ol IIB
fund for LDTs.
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THE INSTITUTIONAL STRUCTURE OF THE CMEA APPENDIX I1I

SESBION
|

- COMMITTEE FOR COOPERATION COP’IMITTEE FOR BCIENTIFIC &

IN PLANNING TECLNICAL COQOFERATION

Centre for Scientific &

Technical Information
SECRETARTAT
| .
STANDING ' STANDING
JOMMISSIONS COMMISSIOrS | —

SPECIALISED SR G T T, ‘BPECIALISED

_ BODIE; : BODIES
N Atomie EnergyI D D ..} Food Ind.

8 e ‘

¥ < ura 1w '

i .’ uilding

.E . Construction 1 E td E 1| Coal

b L° o : Comnon Wagon
IR . A = o — ] T Pool
g . ™ e plectrlc ] P p Agriculture| '

s - b r,,..P."_“_’.‘____‘____a t s '

s, g L] t
b P e e e P | !

8 b Geolo A A Statistic '

18 o 7 & }" = r_'L., ariskacs Agency for coordi-
__J go 4 ylnation of ship-
» & o —— charterin

Foreign Trade ]_ R R |} Transport ot & l
Meeting of Reps ofl
> Ship-chartering & |
4 Postal & | =] Currency & |__ | ship-owning orgs. j
i g Telecomms o Finance '
]
- i
we-=sa --|Chemicals M P
3 ' Jﬂ o Btanding 2 R
E : W . __lConferences IBEC| R
~ Tight Ina. “H E| | u|_[Tegal 118
- = Affairs
g "
Non-~ferrous n =4 |
g {Metals N | g B Freight _____l
- 0 Water
| - Ferrous Metals l« by N 1 Resources l
ﬁ Pt et e et
_J ' _

] StandardisationH S T |{Patents |

' ‘o‘g _{Machine - R s Internal
“fga . _ -~ "|Building 2 I Trade
8 o - :

S88| - 011 % Gas ) Institutes
282 P " ___Li bgggcardlm~
@ 8 - — 1
a8 Radio-Techno . "Economic 7
%? & Electrcnics || TLTroblems
oV w adapted from Pogtawowe Dolumernty RWEG ‘ed., B.Reutt. Waxfsa,w 1972

# This dces not include all the récentlv established specialised bodies meunt foned in Appendir
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Interkin

- Organisation

for coopsra-
tion in CHEA
countries

Bearings'

Industry

~ Common Freight

Car Pool‘
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CHBA ORGANISATIONS

FURROSE

To meke mors rational uss of
capacity in ferrous metel-
lurgy plants, to promotve
specialisation ond standard-
isation, to inoresass
production of high grade

steel products, Plams for .

Joint development of large
iruon snd stecl plant at
Xursk in USSR, :

Promotes specialisation in
the field of small tonnage
chemicals, particularly
organio dyes, chemical
products for pland
protection snd for textile
and polymer industries.

2tended to nake betisr wes
of productior -apacity by
inorsased coordination and
produst specialisation,
Coordination of research,
sxchangs of solentifioc
doocunments. MHembers today
produce 98% of their
requirenents.

Rationalisation of rallway
rolling stock bstwesn CMBA
countries. Each member

~eontributes a number of

wagons for internationad
uge, but retains ownership

rights. Pool now has 250,000

wagons.

AC/127-D/485
APPENDIX YV
Bulgarie, GDR 1964
Czschoslovrkia,
Polerd, USSR,
Hungary;Romania
and Yugoslavie
have working

agrecament with it.

Bulgaria, GDR, 1969
Poland, Romania,

USSR, Hungary,
Czechoslovukia.

Originally 1964
Bulgaria, Hungary,

GDR, Polend and
Crechoslovakis.

USSR joined six

sonths later,

Romanie joined

in 197 .

Bulzaria, GIR, 1964
Czechoslovakia,

Poland, honanis,

Hungary, USSR.

NATO RESTRICTED
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ORG AT SATTON

MIR Power
Grid

RICTED
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38—

PURPOSE

All the East Buropean countries
are linked by a high voltege
tranpmission grid with the USSR;

.can take advanteze of diffeorent

Druzhba
(Priendship)
Pipeline

INTERGORMASH

International
Institute for
Eoonomic Probe
lexs of the
Worid Sooialist
Systes
Intemmationsal

Centro of
Scientific

~ aad Teohno=

logical
Cooperation

Agronash

pesk load pericda in various -
countries, ensbling thea %o work-
on snaller reseive capacities,
combined total installed capsecity
of member countries now 65,000 MW,
In 1973 exchanzs of electrie
power among countriss via the

IR grid was 23,000 million kwh.

Construction of an internaticial
oil pipelins. Construction began
1960, Work substantielly finished
1964, Total lenzth then 5327 Ka.
In 1969 work started on a
duplicate lino of the northern
branch, which was completed in
May 1975. Estimated that 250 n
tons of oil has been suppliiod

by USSR to Eastern Europe via
the pipeline,

To Cevelop minirg machines
capable of operating under
difficult geological conditions,

To study methods of joint
econonic forscasting, joint
planning and problems ef
specialisation.

To provide information services,
publish data, engage in
scientifio research, train
porsonnel. Centre to ba
regarded by law as juridioial
parson,

To co-ordinate, specialise and
organise, research,dsvelopnent
and produstion and supply to
CHEA countries machinery for
frult, vegetable and vine
cultivation

NATO RESTRTI

Bulgaria, GDR, 1962
Hurgary, Polend,

USSR,

Czechoslovakia

(1) USSR,Hungery {959

and Czachealeoveikda

(41) U3SR, Poland
and GDR.

Bulgaria, Hungery, 1971
Czechosloveaida, CIR,
Poland, Ronenig,

USSR.
All CHEA After CMEA

countrizs 2hth Council
. Session 1970

Bulgaeria, Rungary, 1969
GIR, Mongolis,

Poland, Romania,

USSR egnd

Czechoslovakia.

Bulgaria, Hungary 1966
USSR Joined 1569
GDR Jjoined 1973

~38-
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ORGANISATION

Intransmash

Interatom-
instrument

Interkosmos
Research Proe
graumms

Interetalon~
pribor

Interkomponent

Hedunion .

NATO RESTRICTED
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PURPOSE

To tackle the problem of
internal transport in factories
and plants, of loading and un=-

loading processes (including
storage) for industrial goods.

To promete co-operation in
nuclear precision engineering;
t0 introduce systematic manage-~
ment and control of productive
oapacity and eventually to
organiso international contracts
for its membera. It is expested

“"to be self financing by 1975.

Studies in solar-torrestrial
relations. Exploration of
outer spacs -~ geophysical
investigations.

Joint research, development

and planning and production of
measuring aids with high
standsrd of preslision,equipment
for fitting out i boratories.

To rationalise production of
eleotronic componsnts.
Co-ordinstion of tole=-
conmunications spare parts.
Specialisation in purchase of
licences and know how.

An amalgamation incorporating

- medical equipment plants fronm

Interport

Assofoto

CMEA countries. To deal with
development and co-ordination
of exportes to non-communist
oountiries.

National and integrated use of
GDR and Polish ports.
Co-ordination of joint con-
struction of port facilities.
Standardisation of port equip-
ment. Open to other countries.

Plek and direst esw—speratiem ie
research, development and pro-
duction of photochemical and

maguctic materials for informa-

‘tion storage.

NATO RESTR1I
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Bulgaria,Hungary 1969

14 orgenisations 1972
(enterprises,

foreipgn trade

agenciss and
organisations)

of g11 CHEA

nembers except

Mongolia, Cuba

and Remania.

Bulgaria, Cuba,GDR 1970
Czechoslovakia, USSR,
Hungary, Mongolia,

Poland, Romania,

Poland Bulgaria 1973
Czechoaslovekia,USSR,
GDR, Romania.

Poland, Hungary 1973 -

Poland, Hungary, 1972

USSR, GDR

Czechoslovakia

GIR, Poland - 1973
[to operate

from 1-1-1977

USSR/GDR 1973

CTED
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Interatomonergo

LECTURE

Enterelektm

tertextilmash
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Intergazochistka

terphos
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AKSS
Interlinked

@;&tomated and
tecgrated
Heonmunications
Tys ten)

<

o
a

Intertara
Interkhimolokoo

International
Ship Ownsrsa!?
Association

Interholodtrans

Interkolod~
technika

RESTRICTED

NATO
l}O
PORPOSE HMEWMEIRS
Co-operation in produstion of USSR, Pecland,
oquipsent for nuclear power Czechoslovakia,

gtations, Co-ordination in
their construstion, training
of gteff and technicael aid.

Meet demands of momber
coumntries for e¢lestro-
technical products such as
gonerators, turbinss, large
eleotrical machinery; Jjoind
forecasts, planning, proe
duotion, delivery, purchasge
of liocences.

Co-cpsration in textile-mashine
bullding; jount R and D,
gpeciaiisation, delivery of such
nachines and cquipment,
technlsal sexviocss.

Resecarsh and development %o
éesign and produse equipment
fer alx purifisation.

Co-ordingte speosialisation
in manufacture of phosphorus
fortilisers,

Avtonatic linkeze of major
urban centres of CHMEA member
countries. Provision of
simultaneous tslephons,
telegraph and other kinds of
communication, inscluding by
artificial carth satellites,
primarily for communication
with Cube end Mongolia.

Proposal ¢o set up packeging
organigation.

Propogal to get up synthetio
fibros orgendsation, -

The INSA affiliatss ship
omeors fron CUEA sewmtries.

Orgenisation for refrigerating
tremusport (rail end woed),

Jesign, comsiruction, proo
duotion and marketing activities
wilth rogard $o releigeration
ogurIment,

NATO

GDR, Bulgaria,
Romania, Hungary
Yugoslavia

USSR, Foland
Csochoslovakia
Hungary, Romania,
GDR, Bulgaria

USSR, Poland,
Czechoslovakia
GDR, Bulgaria,
Hungory,Romania

Bulgaria,GDR,
Czechoslovakia, USSR
Poland, Hungary

Guba Yuzoslavia.

RESTRICTED

1973

1973

1973

197

197

Proposed
Jan 1974

Proposed
Pob 1974

1970

April

1974

" Aprdil
1974
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MAIN PROVISIONS OF THE CKEA COUPREHENSIVE PROGRAMME

1. MACHINE BUTLD

ij To foraulate in 1971=~73 power equipment rsquirements for 1976-80
and tentatively until 1985) - particularly with regard to cvoastruction
of nuclear power stations.

(i) To forecast developwent of mining and petroleum extracting equipment
for period to 1980 - to improve mechanisation and automation in minsral

exploitation.

e

(ii1) To formulate in 1974-75 prpposals for p.oduction spesislisaticn
basic gronps of aetal outting machine tools, including automatic lines
and integrated machine tool units for the bearings, tractor and tool
industries. :

Y YA m. 3 2 m
\2¥) 10 USVSL0p an

for machine tools.

(v)  In 1971=72 to draw up plans for produotion specialisation in the
manufesturs of freight cars and dlesel locomotives.

PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

(vi) By 1975 to ensure technical facilities for the introdustion of
CMEA ocontainer aystem,

(vii) In 1974=72 tof ormulate proposals for production of trucke snd
lorries and specisiisation in motor vehicle asgembly and parts.

Other industrial sectors where machinery and equipment plans were laid
down in the Programme inolude: '

(a) Technical 1lines for the production of ammonie and ethylene.
(b) equipment for processing rubber and plastios.

(o) Specialisation in delivery of installations for production
of plastics, chemical fibres and artificiel silks.

DECLASSI FI ED/ DECLASSI FI EE -

(d) 1Light industry, equipment for textile, leather, knitwear,
footwear, wood-working end printing industries.

(e) Pood industry - equipment with high degree of mechanisation
for dairy, milling, baking, canning, meat end brewing industries.

(#) Consumer goods (refrigerators, washing machines, domestic
slectrical appliances, ' :

2,  CHEMIGAL PULP AND PAPER TNDUSTRIES

(1) To formulate proposals in 1974 on constiuotion of plants for
production of yellow phosphorus(USSR) and enterprises to produce

ammonium phosphate.

(31) To co-crdinaic sfforts in coLstruvivion of lafge efyleus
installations and exchange of hydro-carbon products. '

NATO RESTRICTED
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(i1i) To formulate proposals in 1971=72 om construciicn uf & pulp and
paper plant in USSR with help from other interested countries.

(iv) Specialisation in heavy plastics.
(v) Specialisation in production of isoprene rudbber.
TRANSPOR® '

(1)  Porecast volume of passenger and Preight transport in period
1975~1995,

(i1) To formulate in 1974 and implement a programme of standardisation
of gcods® wagomns. .

(111) To casurs the switelhing of the 1435 mm gruze rolling stock of

CMEA countries to unified automatic coupling simultsunecisiy with the

switoh to rolling stoock automatic coupling by wesiern ccuntries.

(iv) To organise in 1973/7L a épeoial inter-CMEA network of express irains.
(v) To improve organisational handling of sea freight.

(vi) Increase freight traffic on “he Danube,

(vid) %o develop and modernise CMEA countries®’ international roads,

(viii) To extend the network of internations’ -air services.

(iz) To conolnde in 1972 & muléiletersl agrecment on the introduction
of & unified container system betwesn CMEA countries.

FERROUS METALLURGY

() Extraction, enrichment and pelletisation of iron ores on a scale
meeting CMEA countries’ requirements.

(1) %o conclude in 1974-73 agreements between interested CHEA countries

end the USSR on co-operation in ereating capacities for ferro~alloy pro-
ductien,

(411) To study in 197472 the possibility of manganese ferro-elloy proe
dustion in Bulgaria,

(4v)  To meet CMEA import requirements for metallurgical ecke chiefly by
deliveries from Poland, USSR and Czechoslovekia, :

{v)  To formulate in 4972 proposals for specialisation im ‘typés of
rolled metel and pipes for which new ocapacsities have to be oreated.

(vi) To formulate proposals in 1971 on possidle joint construction of &

large metallurgival works im the USSR and om the comstruction of plants

to produsce varioug ldnds of steel.

NATO RESTRICTED
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5. NON-PERROUS METALLURGY

(1)  To inoreese production of copper in Poland and USSR, ziuc ia Poland
and nickel in USSR with assistence from interested CMEA oountries. To
prepare and conolude agreenents in 1972~73.

(1) To study Mongolien proposels or joint utilisation of her daposits of
copper, tin, tungsten, moiybdemm in 1972-73.

(4i1) To develop co-operation in the utilisation of free metallurgicel
oapacities in the CMEA countries for production of ron ferrsus netals from
rew materials supplied by the customer.

(4v) To formulste in 197472 proposals t‘or new capacities 1o process non
ferrous metals,

6. SCIENCE AND TECHNOLOGY

The main scientific and technical problems for joint investigation are
deemed to be:

(1) 8eleotion end oreation of high yield strains and hybrid agrioulturai
o1ops.

(1) The dimcovery of new types of pestioifes ond bialogioal plant
protection methods.

(441) Mechenigetion, electrificetion and eutomation in egriculture,.
livestock raising and forestry.

(iv) Research in seas and oceans with aim of utilising their mineral
_ resources.

(v) ~ Synthetising of new plastics and synthetic resins.

(vi) The creation of programme control systems for metal processing
maochine tools.

(vii) Research into organisaticnal control, oybernetics and operational
regearch,

(viii) The introduction of nuclear power on an industrial scale. |

(ix) The development of new industrial cetalysts.

(x) Development of measures for protecoting metals against corrosicm,
Co-operation on these problems is intended to be implemented on the basis of
comprehensive research programmes. - Co-operetion will take the form of co-

ordination centres and joint laboratories, The interested countries scheduled
to conclude sgreements or contracts with respect to the above problems in 1574,

NATO RESTRICTED
' ~l43=



PUBLI C DI SCLCSEDY M SE EN LECTURE PUBLI QUE

DECLASSI EI EDY DECLASSI FI EE -

NATO RESTRICTED

AC/127=D/483 wllym
7.  EOREIGN TRADE

(i)  Development of foreign trade will continue to ha on the besls of
state monopoly, while the besis of plamming will be stirengthened and
improved.

(i1) The.CMFA countries will make every effort to expond reciprocel
barter in excess of levels stipulated by agr_eements.

(iii) Long term trade egreememts will be concluded no later than the
fourth quarter of the year preceding the aotion of these agreements.

(iv) Purther development of the countries' reciprocal trade in machinery
and equipment. In connection with this, CMEA countries vill adopt rezsures
to improve the system of technical servicing of machinery and delivery of

spares,

(v)  The CMEA countries wlll conduct a comprehensive study vefore the end
of 1972 into ways of improving the systen of fcreign irvede pricecz,

[+]
e

FINANCE

The ‘Programes’ lays down a strict time table for the moversnt towards
intra«-CNEA convertibility of the $ransferable rouble., Before the end of 1973
CMEA countries will:

(1) Conduct a study bf the conditions ensuring the resalistic nature of the
exchar.ge rate snd gold content of the tramsferable rouble,

By 197k CMEA members must:

(1i) Resolve as far as possible the problem of the relationship betwesn
domestic wholesale prices and foreign trade prices.

(ii41) Determine "economically substantiated «d mutally egxreed ratios betwéen
the national currencies and the trensferable rouble and between each other®,
By 1976=79:

(iv) Study the possibilities and problems 61’ single exchenge rates flor ecch
currency and move towards the "preconditions” for the introduction of such
single retes, '

By the end of 9980.

(v)  Agree a dsadline for the inmtroduction of the single exchange rate for
each currency.

There is also & proposal in the longer term that the use of the trancferable rouble
should be extended to transactions with other countries, particularly other
"socialiser countries® and developing countries.

The extension of trade and multilateral transections is to be promoted by the
development of the system of short - medium and long term credits through the '
Internztionel Bank for Econcmio Co-operation and the Internmational Investment Bank.

NATO RESTRICTED
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(1) Credits end interest rates must promote more actively the development
of the countries' foreign trade turnover snd the fulfilment of their

mutual commitments.

(41) The bank's system of oredit will be made more elastic but the auto-
patlc granting of credits will be restricted.

(111) The bank will apply preferential terms tocredits granted to countries
whose exports are markedly seasonal in nature.

(iv) A study will be made of the need to further incresse the bank's
authorised oapital in convertible (herd) currency.

i

(1) This bank will devslop a system for providing medium and long term
sredits for projects linkcd with the "international socialist division of

labour", product specialisation end co-operation, extonding the raw
maeterial and fuel base and joint CUEA projects.

(11) Member covntries of the IIB will provide the bapk with money assets,
orgenisational conditions and the bank mansgenment system necessary for
implementing the *asks to finance the above measures, bearing in mind that
whe bank will ensere profitability im its work.

(111) Specisl funds may be set up for the provision of oredits to joint
CHEA projects in menber countries and for the provision of credit relating
to economic and technical ussistance to the developing countries.

9. INTERNATIONAL ORGANISATTONS

CMEA countries will forrulate and implement specific measures for improving
the aoctivity of both existing and newly o reated internaticnal economic orgenisa-
tions, particularly those engeged in trade and production. These orgenisations
will not be supra national in nature, nor will they touch on intermal planning
questions.

With regard ¢o their nature and legal status, ofgaﬁisaﬁcm cen be of iwe
types: . ’

(1) . Interstate ecomomic (ekonocmecheskiy) .
(11) International economic (khozysystvennyy)

In the former the State is represented by its ministries, state committees or
departments, whereas in the case of the latter the organisations comprise the
interested enterprises, trusts, associations and combines (main administrations
operating with some degree of finansial sutonomy) which are subjest to civil law.

The partiscipants preserve their full property, organisational and legal
indspendsnoe.

NATO RESTRICTED
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40, FUELS AND ENERGY

For some time the Soviet Union has bLeen trylng to alter the customary
inbalance in its trade with CHEA of fuels end powsr exports for mechinery and
finished goods imports, by encouraging its CLEA partners to invest in its
extractive industriss. S-me small-scele projects have gone sheed but they
account for a minute proportion of total Soviet production. Generally the
Bast European countries have neither the capital nor the technology, or in scme
casos the political will, to assist in the exploitation of Soviet energy
resources.

The CMEA programme lays dowms

(i) In 1974=73 a forecast of fuel and power requircments for 1990 and
proposals for co-ipsration, and & forecast of the fuel and power bslance
in 1980 in CMZA countries.

(ii) In 1972-73 %o forecast long term develermsnt gld proposals for
co-operation in elesctric power enginesring, the CMEA power grid, coal and
coking coal,

(111) 1In 1973-74 to oxamine on this basis proposals for consiruction of
new intersystes links. ’

(4v) In 1971-73 %o forscast nuclear fuel requirements and developrent of
nuclear power engineering capacity for the pericd to 1990.

In connection with {i11) CMZA was scheduled to discuss in 1974 Polish proposals

to create additional capacity for coal extrastion, in 1971-72 Mongulian pioposals
for extraction of power producing and coking coals, in 1972 ¢2 study Soviet
proposals on possible volumes of oil and gas exports to CHBA countriss for the
period up to 1980 eand the terms for co-operation between interested countries in
ecreating additional capacities for extraction and trensportation of oil and gas
and t0 prepere corresponding agreements in 1973,

11. AGRICULTURE

(1) To work out by the ond of 1972, under an agreed programme and method=
ology, a forecast of demand up 0 1985 of production and sales of certaln tysss
of output.

(11) To ensure greater co-ordination of long ters plans in agreed seotorz and
types of produce, extension beiween interested countries of co-operation and
specialisation in sgriculturs production end the foed industry end inoreased
mutual deliverles of agricultural and food products.

(411) To proceed in 1979 Wt study of potential areas for co-operation and
to eonclude mul¢ilateral contrests between interested countries before the end
of 1973. :

(iv) To e xamine in 1972 the possibility and expediency of implementing joint
planning in production end sales of certaln sectors of ¢he indusiry.

NATO RESTRICTED
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To s tudy by 1973 a system of incentives to ald greater production.

Areas of agricultural research are to include:

(a) Livestock raising.

(b) Measures to combat agricultural and animal pests and diseases.
(o) ﬁse of isntopes and nuclear radiation in agrloul ture.

(d) Improvement of soil fortility.

(e) Development and application of industrial methods in
agri:oulture.‘ . o

(£) Ino-sased offioiency in animal feeding. .

NATO RESTRICTED
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CMEA FOREIGN TRADE : _ APPENDIX VI
. (a)
© 1960 1965 1970 1971 1972 1960 1965 1970 ° 197 1972
TURNOVER ' : © BALANCE ]
ulgaria 1204 2353 3836 h302 5243 : Bulgsria ). ~60 - 1 + 174 o+ 62 + 63
gungary . : - 1826 2996 4781 . Sh3k 6433 " | Hungary - 78 + 24 -7 - b3 + 197
DR o 4403 5876 9421 10050 12173 arR e 13 4260 - 265 + o4 + 281
Cuba 1188 1557 2358 2247 2111 : Cuba + 28 -174 - 26h T . 527 - 493
Mongolia ' 169 180 199 232 289 "{ Mongolia , -25 - 18 - 3 - 2 - 2
Poland 2821 4568 7156 7910 10319 Poland , 1 =169 -112 - 6 - 166 - 405
Romania 1364 2178 3809 4202 5254 : Romania + 70 + 24 - 109 - 2 - 18
 {ussz 11192 16234 24532 26286 31637 USSR - 66 4120 +1068 + 1328 | - 691
Czechoslovakia . 37u6 - 5361 7488 8190 | 9645 Czechoslovakia b .7 + 9 + 1720 | + 255
’ EXPORY g ‘% Change in Turnover
Bulgaria . 572 1176 2005 2182 %55 | : ; ) ‘3?,% ’m; , 12;72{ 12’;,%
| i b7s >0t 217 20t 35 Bulgaria- 1219 + 63 . 22 + 3
aoR ' 2208 © 3068 578 V5°72 6227 Hungary +162 + 60 + 18 + 35
Cuba . 608 692 1047 860 809 GDR - +140 + 60 + 24 + 29
Mongolia 72 81 84 105 131 Cuba .98 .51 - 6 - 1
Poland - 136 ). 228 3548 3872 4957 Mongolia +18 + 1 + 25 P
Romania 717 1101 1850 2100 2618 Poland . “15h .57 . % . W
USSR , 5563 8177 12800 13807 15473 Romania : “79 £ 75 . 25 . 3
Ceechoslovakia 1930 2689 3792 k180 k950 USSR : +119 .51 + 20 + 29
IMPORT ) . . Czechoslovakia +100 + bo + 18 + 29
Bulgaria 62 }  mmn 83 2120 2590 Exchange Rate used: 0.9 roubles = 1 US & to 1971 and thereafter
Rungary 952 1466 2l6h 2933 3118 " 0.823 " = 17USEg.
GDR . 2195 2808 1843 L978 5946
Cuba 580 - 866 131 1387 1302
Mongolia - 97 99 ns 27 158 :
Polend : wes | 2mo0 | 3608 1038 5362 SOURCE: ~CMEA HANDBOOK
| Bonanta ar | om 1959 |. 2102 2636 - I
USSR 5629 8057 1732 12479 16164
Czechoslovakia 1816 2672 3696 14010 u695
e T NATO RESTRICTED
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PERCENTAGE DISTRIBUTION OF FOREIGN TRADE IN 1972 APPENDIX VI (C)

Communist Countries Balance I}evelopedi Vest Balance

Turnover Exports Imports Mg Turnbver Exports Imports Mg

Bulgaria 80.2 80.6 79.8 + 70 Bulgaria 14,0 13.1 15.0 - W
Hungary 68.1 69.8 66.4 + 245 Hungary 26.2 24,5 27.8 - 51
GDR 71.0 75.4 66.5 + 7hb GDR 25.8 21.0 20.8 - 04
Cuba 69.2 56.9 76.9 - 538 Cuba 25.1 33.9 19.7 -} + 17
Mongolia 9.0 9.1 98.8 | - 28 Mongolia 1.0 0.9 .2 |- 1
Poland 62.3 63.6 61.2 - 131 Poland 32.3 20.4 34.1 - 318
‘Bomania 53.7 55.8 51.6 - | "+ 101 Romania 37.6 34,2 0.9 | - 181
uUssR 64.5 65.1 64.0 - 282 USSR 22.6 19.2 25.9 | - 1215
Czechoslovakia 71.3 71.9 70.7 + 238 Czechosalovakia 21.4 19.6 23.3 - 123
CMEA Member Countries Mg D§veloping Countries Mg

Bulgaria 78.1 78.1 78.1 + k9 Bulgaria 5.8 6.3 5.2 + 32
Hungary 65.0 66.0 63.9 + 197 Hungary 5.7 5.7 5.8 + 2
GIR - 67.8 71.8 63.7 -+ 689 GDR 3.2 3.6 2.7 + 63
Cuba 61.2 47,3 69.8 - 526 Cuba 5.7 9.2 3.4 + 29
Mongolia 95.4 C 9.9 95.7 - 28 Mongolia - - - -
Ppoland 59.4 60.6 58.2 - 197 Poland 5.4 6.0 b2 + 45
Romania 46.6 47.8 5.4 + 56 Romania 8.7 10.0 7.5 o 63
USSR 59.6 59.3 59.9 - 507 USSR 12.9 15.7 0.1 |+ 807
Czechoalovakia 67.1 62.6 66.7 + 214 Czechoslovakia 2.3 8.5 6.0 - 139

SQURCE: CMEA HANDBOOK
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; PERCENTAGE DISTRIBUTION OF COMIODIEY TRADE IN 1970 AND 1972 APPENDIX VI (d)
Fuels, minerals Vegetable and animal Industrial Chemical products
Haxchin.:eryn:nd raw m:;terials ) raw materials and Consumer fertiliser, rubbex'-,
y poe and metals foodstuffs Goods building materials

EXPORTS - IMPORTS EXPORTS IHMPORTS EXPORTS IMPORTS EXPORTS - IMPORTS Other EXPORTS IMPORTS

Bulgaria 1970 29.0 40.6 8.1 29.1 43,4 15.9 - th? 5.7 4.8 8.7
1972 35.0 L6 b 8.3 27.3 Lo.4 12.2 12.4 6.0 3.9 8.1

Hungary 1970 32.6 "~ 30.9 ‘ 1.4 23.6 26.7 244 21.3 7.7 5.0 13.4
1972 33.5 35.3 12.1 24,0 26.4 20.9 22.8 6.7 5.2 13.1

GDR 1970 51.7 3.2 0.4 27.6 7.4 28.1 20.2 4.5 10.6 5.6
1972 51.3 32.1 10.0 28.1 8.0 25.4 18.8 5.6 1.9 8.8

Cuba 1971 - N/A 15.7 . N/A 84.0 N/A 0.2 N/A 0.1 N/A
1972 - N/A 15.5 /A 83.7 N/A 0.2 N/A 0.6 N/A

Mongolia 1970 0.3 27.2 5.2 13.4 87.6 15.7 6.0 33.1 0.9 10.6
1972 0.5 26.5 4.1 12.3 87.3 - 17.2 7.5 34,8 0.6 9.2

Poland - 1970 38.5 36.2 23.9 26.6 15.9 21.4 16.1 6.4 5.6 9.4
1972 39.1 38.9 22.7 2h.2 15.0 20.1 16.0 7.9 7.2 8.9

Romania - 1970 22.8 © h0.3 22.7 30.4 26.8 15.4 18.1 5.5 9.6 g.4
1972 24.9 46.1 16.5 26.6 28.6 15.4 18.9 5.1 11.1 6.8

USSR 1970 21.5 - 35,5 38.2 11.8 19.5 24.8 2.7 20.1 18.1 9.6
' 1972 23.6 34.6 39.1 12.1 16.8 25.6 3.1 18.6 17.4 9.1

CZECHOSLOVAKIA 1970 50.4 334 . 18.6 23.5 7.3 . 2hka 1646 " 8.5 7.1 10.5
) 1972 LR 23.8 17.2 26.0 T 7.6 22.4 18.7 7.8 7.1 - 10.9

SOURCE: CMEA HANDBOCK
=51- ; ' NATO RESTRICTED
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SPECIALISATION BY COMMODITY IN CMEA APPENDIX VII
Commodity USSR Bulgaria GIDR Poland Hungary Romania Czechoslovakia
Electric sotors Most types Single phase Three phase Heavy electric motora

Metal cutting machine
tools, forging and
pressing equipment

Metal cutting ehears,
automatic forges and
presses

-Metal cutting

lathes, boring
machines, drills,
forging vresses,
grinders, planmers,
polishers, thread-
broaching machines

Milling machines,
optical grinding
machines, automatic
machine tools,

stamping presses

Centre lathes,
vertical and face
lathes, precision
gear lathes,
milling tools

Wire pulling
machines, edging
machines, milling
machines, grinding
and surface dressing
machines, drills

Thread cutting
lathes, multi-axle
lathes, circular
saws, drills, pipe
threading machines,
power hacksaws,
pneumatic hammers,
presses, shapers

Grinding machines,
copy milling
machines, toggle
presses, welding
equipment, centre
lathes, spark erosion
systems, turret
lathes

Power equipsment

Internal combustion
turbine steam
generators, diesel
generators, primary
parts for nuclear
reactors

Boilers, turbines,
pover transformers,
ceramic insulators,
regulating trans-
formers

Transforaers,
generators, swvitch~
gear, voltage
regulators

Generating sets,
turbines, water
turbines, direct
current machinery

Power transformers,
power transmission,
cables, turbines,
voltage stabilisers,
power stations

Thermopower plants,
transformers, gas
generators, circuit
breakers, power
capacitors, high
current isolating
switches

Turbines, hydro-
electric power
equipment, trans-
formers, electric
circuitry,

secondary parts for
nuclear power station

Marine and
stationary diesels

Stationary

Stationary and
marine engines

Marine diesel
engines

‘ Diesei engines for

trucks

Mining equipment

Coal combines,

Colliery winding

Open cast mining

Mechanical coal

Processing coal .

Mining locomotives

Mechanical coal miners

rock loaders, wachines, impact equipment, pit miners for ‘thick waste (diesel) ore for thin and inclined
perforators rotary drills, dredgers and medium layers, crushers seams
stone crushers, conveyor belts
vibration screens for open cast
wining, mining
lamps, processing
coal waste
Tractors Caterpillar and Three wheeled Crawler tractors, Spare parts, 10 types of Wheel tractors,
wvheeled tractors tractors, front and rear axle,| general purpose caterpillar and motor transmission
. vineyard tractors steering etc and tractors wheeled tractors and brakes
complete tractors ’
Autonctive Lorries, cars, front ] Electric trucks, Cars, refrigersted starter motors, Duor locks, motor- 3=5 ton lorries, Cars, lorries, Tatra
Industries suspersion units, metorcycles, car lorries gear-boxes, fuel cycles, buses, specisl purpose engines, refrigerated
windscreen and plugs | batteries, injection pumps, coaches, axle trucks, vans, vans, motor-cycles,
. trailer vans radiators, head- housings, aluminium Jeeps tramcars, gearboxes
lights, wini buses, | engine blocks, car
ambulances, shock Jacks, car radics.
absorbers ‘J
~52—
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Commodity USSR Bulgaria GDR Poland Bungary Romania Czechoslovakia

Electrical goods

Transformers, high
voltage equipment,
cables

Telephone lines,
electric calculators,
puzps, conductors,
miniature batteries,
radar equipment,
resistors and
capacitors

Marine electrical
components, .
digital computers,
condensers,
voltage regulators

Telecommunications,
bulbs, aerials,
amplifiers,

radio and TV
transmitters

Industrial tele-
vision, tuners for
VHF sets, tele-
communications,
microwave equipment,
ignition motors,
dynamos, TV
receivers, fluores-
cent tubes

TV sets, cathode
ray tubes, tele-
phone exchanges

Radio equipment,
telephone exchanges,
shock-proof bulbs,
power cables

Hoisting equipment

Truck mounted cranes,
tower cranes

Forklift trucks,
electric hoists

Caterpillar slewing
cranes, dockside
cranes

Hydraulic cranes,
lift motors, crane
derricks

Portal cranes,
floating cranes

(60-400 tons)

Tower cranes

Diesel engine fork
1lift trucks

Equipment for
food industry

Confectionery, meat
packaging, dairy
goods, viticulture

Warehouse refrigera-
tion, canning,
greenhouses, tobacco
proceasing, vegetable
0il, viticulture, pig
breeding plants

Meat processing,
sugar refineries,
milk cooling umits

Meat processing,
sugar refineries,
refrigeration uaits,
brewers, distiller-
ies

Ice cream trolleys,
pig breeding farms,
cheese processing,
meat curing,
viticulture,
bakeries, deep
freezes, flour mills,
bumidifiers

Canning, spice
grinders, sausage
fillers, pasteriise-
tion plant,
refrigeration units

Confectionery,
cigarette making
machinery

Laboratory and
medical equipment

Measuring
instruments

Precision balances,
digital voltmeters

Respiratory
equipment, ultra-
sonic equipment,
medical tools

Precision
instruments,
microscopes

Complete laboratories,
measuring instruments,

oxygen tents,
incubators, X-ray
equipment

Optical equipment,
microscopes

Dental equipment

Smaller pipes

0il industry Small drilling rigs, Deep drilling Larger pipes
equipment drilling rig equipment, oil
assemblies, tankage refinery equipment,
equipment tri-cone roller
bits, pumping
jacks, flowing wel
fittings :
Agricultural Grain combine Crop dusters, Combine harvesters,| Chemical fertiliser| Stubble stripping Maize sowing Grain driers, beet
machinery harvesters, grain tractor seeders, chemical fertiliser| spreaders, dairy ploughs, plant machines | harvesting combines,
drying machines, tractor ploughs, spreaders, beet industry equipment,| protecting machines, potato planters,
hay stackers/balers, drills, hayrowers, harvesters, feed potato diggers fodder drying combine harvesters
milking units irrigation pumps, grinders, balers equipment, legume
reapers, straw harvesters
balers, threshers
=53
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Commodity USSR Bulgaria GDR ‘ - Poland Bungary Romania Czechoslovakia

Railway rolling
- stock

Diesel locomotives

Freight cars, wagons

Passenger coaches

Rolling stock,
passenger coaches,
mail wagons, rail-
way dump cars

ining care, diesel
ocomotives, wagons

Diesel locomotives,
railway tank
wagons, bogies,
freight cars

Electric locomotives,
rolling stock

General cargo

8hips and ships Hydrofoils, fishing Mixed cargo vessels, Bulk carriers, a and river craft Barges up to 1000 Marine crankshafts,
equipment trawlers, tankers tankers vessels, container general cargo o 12,500 DWT, DWTs, oil tankers, | river barges
(2,000-60,000 DWT) v 18, P ger v 1s, container arges up to 400 ore carriers,
ships, fishing vessels, tankers, tons refrigerated cargo
vessels, small sea research ships boats
pleasure craft, fish processing
deck machinery, ships
tugs
Aircraft AMr liners, Light aircraft Light aircraft
freighters agricultural {aerobatic)
helicopters
Light industry Yeaving looms Textiles, pocket . Textiles, type- Spinning and Industrial sewing Rosiery machinery, | Glassware, textiles,

equipment/
computers,
calculating
machines

caleulators,
ESEVM computers,
leather processing
installations

vriters and office
machinery, digital
computers

weaving machines,
carding machines,
shuttle looms,
computer peripherals

machines, cash
registers, window
frames, small
computers

glassware, adding
machines,
industrial knitting
and sewing machines

cigarette making
machinery, jet looms
and slashing
machines, computer
peripherals, spindle-
less spinning machines

Chemicals and
related industries

Heavy chemicals

Sulphuric acid,
caustic soda, soda
ash, drugs, pesti-
cides, plastics,
synthetic fibres,
toothpaste

Hydrochloric acid,
dyes and plastics

Nitric and sulphuric
acid, calcium
carbide, cement,
fertilisers,
synthetic fibres

Detergents, lime
workse, paint
factory, low

tonnage chemicals,
varnishes, paints,
dyes, ethylene,
propylene, coszetics

Chlorine, cement
kiln, petroleum
products, plastics,
fertilisers,
inorganic salts

Organic dye-stuffs,
polymers, synthetic
rubber, glycols,
ethylene oxide

Construction Excavators, Earth moving equip- Equipment for roads} Concrete mixers, Bridges, Central Excavators, road Equipment for
machinery for roads ] bulldozers, ment, concrete with bituminous sxrit processing heating units, rollers, soil pipes,] concrete surface
scrapers, road mixers, diesel surfaces plants, excavators, | steel structures stone crushers, roads, excavators
rollers rollers, excavators grit processing plant granulators
Consumer goods Vacuum cleaners, Knitwear, clothing, Fabrics/carpets, Textiles, furniture,| Bed linen, gas Knitwear, electric Jewellery, shoes,
cameras, watches, office machinery, furniture, sports goods, gas cooking ranges, heaters, wallpaper, | paper, silk fsbrics,
toys, kitchenware, clothing tape cameras stoves, food mixers,| hair-driers, shoes, furniture, brushes, | lesther products,
colour TV markers, leather and record players, camping equipment, carpets, household | porcelain and
fur goods sewing machines, furniture, lawn earthenware, ceramice, glassware,
shoes mowers perambulators, tape recorders,
silverware, washing | colour TV, tufted
machines, wallpaper | carpets
5l ¥
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CMEA TINTERWATIONAL IRVESTMENT RANK CREDITS
0741 *HARD® ’ :
DATE OF CREDIT CREDIT CURRENCY COUNTRY _ENTERPRISE USE OP CREDIT TERMS
(in sillion tranaferasdle
roubles)
August 191 12,7 Hungary 'Tkarus' Works To expand and reconstruct works 9 years
20.5 Hungary State Railways Electrification, track reconstruction,locomotives | 10 "
5.4 Poland Pactory Pastory t o produce electric motors 4-5 *
3.8 Poland Plant Modernisation of preoision mechanics plant 5 =
August 19 5.4 Poland Pactory ‘Factory to make pneumatic breking systems 7 "
Noveaber 1971 17.5 Czechoslovakia 'Tatra' Lorry Works | Replace obsolete equipment, new equipment 2
N 1h.h Hungary Cotton Combine Reconstruotion + modernisation of enterprise g
10.6 IR Plant Reconstruotion of machine building enterprise 6 =
L.2 Poland Pactory Shop For production of gearboxes 3-3 "
1.8 Poland Plant Revonstruotion of precision mechanies plant 6 »
4.5 Romania Plant Reconstruction of plant producing railway ocars 11 =
9.8 Romania Plant Plant to produce wheel pairs, couplings, bogies 1“1
6.8 Romania Chenical Plant Inorease capacity of artificial fibres plant 9 »
2.0 Romania Plent Construction of plant to make railway trucks 11
A 4 1.2 Romania Plant Modernising ‘Autobust plant g
Noveaber 197 1.1 Romania FPactory Shop Plant to make breking equipment for railway c ars Ll
TOTAL 19M 18,7 5_5.8
'Lpril 1972 10.5 Bulgaria Pactory Tobacoo and cigarette factory
April 1972 14.5 R Chemical plant Bquipment for chemical plant
October 1972 Poland Plant Machine building plant
. 14.6 Poland Plent Machine building plant
Poland Plant Cotton fabric factory
) 534 Romania Chémical plant _Synthetic fibres plant
n - Romsnia Chenmicel plant Poly-isoprene works in Bordesti
Bulgaria Plant For ball-bearings at Sopet
4.0 Bulgaria Plant Plant for oxide ferrites and cast nsnetn
October 1972 Bulgaria Plant Plant for low voltage elesotrolytic condensers
TOTAL 1972 97.0 57.0
TOTAL 1973=74 309.2 N/a
NATO RESTRICTED
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APPENDIX VIII

‘. CMZA: AREAS OF RESEARCH BY COUNTRY

'COUNTRIES INVOLVED

Areas‘of Research Bulgaria | Czechoslovakia GDR Hungary ‘ Polahd Romania USSR

<

Combatting cereal disease v _ v
Cultivation on steep slopes v v
V-getable and fruit canning Y :
Refrigeration processes ‘
Padigree livestock v
Acriculture mechanisation v
High yield seed strains 4
Tiractors in forestry work
Harbicides : »
Azrotechnology and Irrigation
Pzstizides

Wood Processing Technology V4
o Himan Environment
1 | ¥Mining Technology :
Deep S2a Fishing Pact . ' v v
Study of Sea and Recources ‘
Cffshore Drilling Equipment
Undervater Equipment
Plastice Technology
Aaticorrosion methods )
Baltic geological research -
G2ophysical Rocket Launching v
Experimental Nuclear Reactor
Computer Technology
Hydro--technology v
Coal ining Machinery ' '
M:dical Equipment
T:lecommunications - v
Peumatic Control Systems
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APPENDIX IX

INTERNATICNAL BAWK FOR ECONOMIC CO-OPERATION

The Internationsl Bazk for Economic Co-operation was set up in Ootober 1963
by the governments of Bulgaria, Hungary, GDR, Kongolia, Poland, Romania, USSR
and Czechoslovskia. The originel egreement envissged the use . of a system of
pultilateral sottlements and the transferable rouble. The transfersble rouble
is the acoounting unit of the CMEA currencies, with a nomiual gold content of
0.987412 granmes of pure gold. At preseant the Rank's peid up capital is
420 million transferable rovbles, with helf thet sum in convertible ourrencies
or gold (the statutory oapital is 300 million transferable roubles).

The original agreement oreating IBEC provided fir the estsblishment of six
types of credit. :

(1) Por settlement of balences whenever any memher hes e brief unfevcursble
trade balance.

(2) For ocovering seasonally caused unfavourable balances.

(3) Por payment of unplanned temporary deficits due to a lag in shipments
by the debtor.

(L) TPor expanding trade alove the quotas set in annual plans, with oredits
repaysble at the end of the following year.

(5) Ror eovering belance of' peyments defioits due to temporary difficulties
which are ropaysols at the end of the following year,

(6) For Joint investments and modernisation of production facilities.

In practlce however only the last three types have been granted by IBEC. Low
interest charges on oredits provided by IBEC did not encourage the debiora to repay
thelir debts rapidly. As a result a number of changes in tho interest rates were
made in 1970 and 1974. Beginning in the former yeer, interest free credits were
abolished, except for Bulgaria and Mongolia and for them this type of oredit
ceased to be granted as of 1 January 1971. HMongolia hes since then been fuvoured

"with lower interest rates than other CMEA members, who wers required to pay 2-3% p/a

on shortterm credits and 3.5 - 5% p/a on oredits from 1 - 3 ysars. While this rate
is stil) too low to emcoursge rapid repayment by the debtor, the interest paid on
depoaits with the IBEC is also too low to encourage large deposits, Reates vary
from 1* 5% p/a (one month) to 4% p/a. (one ysar or more). -

: It is the lack of desirable commodities, beyond thosze included in the foreign
trade plans,(whioh reflect national output targets) which act as a seriouslimitation
on the desire of CMEA members to accumulate balances and drives them towsrds a
bilateral/barter system of exchange. Any deposit with IBEC or interest esrned on
balances held there is without commodity cover and is outside traditionel bilateral
balanoe settlement procedures, They ocan only be offset by using them for the few
itens which may be cleared multilaterally, such as payments of capital stock into
CUEA banks or as payments fur a country's share of expenditure in jointly financed
CMEA activities, .

In recent yoars IBREC appears to have been a convenient, if limited source of
sturt term finance for its members' trade with the West, as evidenced by a relaotively
high annual turnover of hard ourrency resources. The Ban hes been able to incresase
its original hard curremsy resources both by attraoting deposite from and borrowing

NATO RESTRICTED.
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from the West. Known medium term Ewocurrency borrowings are put at over $150
million. The Poles have frequently suggested the introduction of "partial
convertibility" of currency payments in gold, (ie that 10% of clearing balances
should be settled in this way) but this idea has received little support.
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APPENDIX X

CMEA: INTERNATIONAL INVESTMENT BANK

The International Investnsnt Bank which was established during the process
of working out the Comprehensive Programme, began to function on January 1, 1971.
The meabers are Bulgeria, Hungary, GDR, Mongolia, Poland, Romania, USSR,

Czechoslovakia and since 4 Janu.ry 1974 Cuba. According to its chartsr, the

Bank grants medium and long term oredits to mewber countriss' official baiks,
orgenisations and enterprises and to projects which fulfil CMEA objectives (that
is, promote specialisation and co-operation in industrial production and/or
expand the raw material base in member countries).

The ipitial statutory capital of the Bank was set at 1,000 million transfersble
roubles (1) of which 30% was to be in couvertible currencies or geld. Ronmaala's
belated admission to {he Bank raised tae statutory cepital to 1052.0 aillion
transferable roubles (the addition of Cuba could add a furthcr i5 million
transferabls roubles), During the first two years, IIp menmber ocountries cone .
tributed 35% of the statutory capital, so that at the beginning of 1575 ihe paid
up capital was 368 million transferable roubles. Tha remainder will be paid in
the manner and within the time limits laid down by the Bank's Beard with due regavd
for the Bank'soperations and the need for additionsl resources.

During the first two years of its operation the Bank undertook to greant
oredits to 26 projeots /see Table 7/ to the tuns of noerly 280 million trrnsferable
voubles, Since them a further 37.2 million transferable. roubles were authorised
in 1373 and at the and of 1973 a sum of 272 million transfersble roubles was :
agraed to finance projects this year and after. I'or the firast time credits were
approved for the Soviet Union and Mongolia, who until now had been conspicious by
their absence. / We do not know what sums are being made available to VYhese twe
countries J. In the case of the USSR they might well assist in the finansing of
a multilateral project on Soviet territory sush as the Ust Ilim cellulose comdine,

The Bank may attract funds in transferable roubles, in national currencies
of interested nations and by ascepting medium and long term deposits in western
currencies, At the same tWme the Bank has the right to deposit its temporarily
uncommitted resources with other banks and to buy and sell gold, western currencics
and securities. The bank has been sotive in ths suroocurrency market and in early
1973 raised a loan of ¥ 50 million to supplement its paid up convertible curreney
resources,

The Bank has recently set up a special fund for economic and technical aid
to the developing countries; this started operations on Jenuary 1 this year., The
total fund has been fixed at 1,000 million transferable roubles and the comtries
instituting the fund will make an initial contribution of 100,000,000 transferabls
roudbles. The fund will finance construction, reconstruction and modernisation of
industrial enterprises, agriculture and other sectors of the economy. Credits will
be granted for a period of up to 15 years, d epending on the nature of the investment,

Note

(1) The gold conteny of the transfersble rouble is fixed at 0,987412 gus of fiune
guld., Thig is the same &as t he gold contont of the Soviet rouble with which it has
uo other comnection; it ismerely the accounting unit used in intra-bloc settlements
through IBEC. . '- ' :
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Below we list some statistios relevant to the Bank's aotivity:

DISTRIBUTION OF CREDITS IN 1971~72 BY COUNTRY

No of ' Total oredit of which hard

projects ( million transfershis roublSs )o o™

Bulgeria 4 145 145
Hungary 3 47.6 6.5
GOR 2 25.1 - 7.3
Poland 8 35.2 ‘ 26.7
/Romania 8 76.8 ' 32,6
Czechoslovakie 1 77.5 . 25.3
Potal | | %6 278.7 142,8
REPAYMENT PZRIOD OF THZ3E LOANS
Up to 5 years . 2 projeots : 10 miilion wraasfersble roubles

5-10 years 18 projeots 154  ® . B

10-15 years 6 projects 15 . .

DISTRIBUTION BY SECTOR BY VALUE AND NUMBER IN 1979 -

No ' million transferadble roudbles % total value

Notor Vehicle 5 101.0 2 . 55.6 '

Transportation 5 37.9 20.9

Other Machinery 4 - 2.6 11.9

Chemical 1 T - 7.9

Light and Pood Industry 4 6.8 : 3.7
A
v

/
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The Ust Ilim Cellulose, Papsr and Pulp Complex

A large pulp md paper combine has been put under contract at Ust Ilim
on the Angara river. Six UMEA member countries of CUEA - Bulgaria, Hungury,
the GDR, Poland, Romania and the USSR have signed a general sgreement on co-
operation to construct a pulp mil”, which came into force in July 1972. The
Soviet Union will reimburse the cther participants' share with mutually cireed
deliveries of its product. Construction is to begin this year with initlsl
production expected in 1977. The Soviet Union will prepare technicel
documentation for the project; the combine will eventually pruduce 500,000
tons of pulp per annum from two single process lines,

¢

COUNTRY DELIVERIES

EDR - Metal structures, elecirical and laboratory equipmeut, air conditioners,
coment and consumer geods, ,

POLAND - Building materials, steel sections, large diameter pipes, ccbles, trucks,
Erailers of large cepacity, household electric ranges and furniture.

HUNGARY = Building materials, stesl sections, aluminium panels for walls and rocfs,
equipment for cannery and meat-packing plant, municipal nold store,

 BUIGARTA - Metal strvotures, piping steel, sement, fasing and roofing material,

cables, electric telphers and trucks. : .

ROMANIA - Assembled steel sections, pipes, cement, cables, other naohinerjr and,
&quipment, .

Total supplies from these countries are estimated at 800 million roubles.
Machinery and equipment is also coming from Frence who, reportedly, have extended
8 oredit of £150 million to the USSR to oover their supplies and from Sweden.
Czechoslovakia is not perticipating in the project because it is an exporter of

oellulose, although in dimishing quantities. '
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APPENDIX XI1

TRADE AND ECONOMIC RELATIONS WITH THE WEST

L3

A

Until recently CMEA countries did not regard exporting,
particularly to the West, as a factor of economic development per se,
but only as a means of payment for imports deemed essential. As a
result the scale of Bast/West trade has to some extent been limited
by the volume of goods made available for export, which was governed
by both production possibilities and the economic policies of the
central authorities. Imports were intended to make up for shortages
in certain vital sectors of the economy and to solve crises resulting
from failures in the planning sphere or as a means of obtaining goods
which could not be produced in other CMEA countries. -Now the CMEA
countries are increasingly attempting, to a lesser or greater degree
according to the country concerned, to narrow the technological gap
between them and the West by stepping up imports of capital equipment
and Western know-how. The contribution from abroad is now regarded
as decisive in certain industrial sectors.

The East European members of CMEA, with perhaps the exception
of the GDR, have been moving ahead with plans for economic co-operation
with Western countries on a bilateral basis. While their enthusiasm
for such ties and their willingness to innovate to achieve them have
varied considerably, their motivations have usually been purely
economic. Generally pressures to enlist Western capital and technology
in the promotion of industrial development in Eastern Europe have
been reflected in the latter's efforts to restructure exports to the
West, modify their rigid trading systems and develop various forms
of economic/industrial co-operation with Western states and enter-
prises.

The Soviet Union too has considerably expanded its bilateral
ties with Western countries; stress is now apparently being laid om,
scientific and technological co-operation and on long-term bilateral
framework agreements. In addition, the Russians have stepped up
their activities in other economic spheres. They have made growing,
efforts to enter Western markets, other than the simple trade ones,
for example, through sale of patents and licences, insurance under-
writing; they have stepped up their banking and financial activities
in the West. The largely fortuitous coincidence of the inereasing
Western need for fuel and raw materials and the rising Soviet need
for technology to exploit her own raw material resources has meant
that more large scale East/West projects could get under way,
possibly in the oil and gas sectors.

We expect therefore that East/West trade will rise considerably
over the next few years (and possibly a little faster than intra-
CMEA trade) probably by some 12-15% per annum, though this may well
prove to be too low an estimate in the light of current inflationary
trends on world markets, and a figure of 20% may prove to be more
realistic in the event.

NOTE: The subject of East/West trade and economic relations has been
studied in great detail in other NATO papers.
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