
ORIGINAL : ENGLISH 
18th June 1975 

Addendum t o  Document kL!/-l2'7-D/514, dated qOLh Juneg 1975 

.Kindly add t o  t he  above-mentioned document the  
following: 

A c h q t e r  entitled: f 'prospects f o r  ecmomic 
changesfv (new paragraphs 59 t o  62) 

P An Appendix C e n t i t l e d  T9Economic Involvement i n  
Development P r o j e c t s   i n   t h e  CJ!4E.A &.reav?. 

NATO p 

'1110 Brussels. 
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1. By 1971 the  Czechoslovakian economy had regained 
s t a b i l i t y   a f t e r  the dis:turbances of  196'7-1969, The r a t e .  of 
econonic growbh has  been  steady and s l igh t ly   i n   excess  Of the 
1971-1975 plan,  although it remains  the  lowest among the East 
Europeal? countries of the Warsaw Pact. 

2. Czechoslovakia1s  industry, which i s  one of the most 
advanced arnong the  countr ies  OP the  Warsaw Pact, i s  par t icu-  
l a r l y  .de?endent on foreign trade  since a high proportion of 
i t s  fuel..and raw mater ia ls  has t o  be imported and, i n ' a d d i t i o n ,  
interm-tioqsl '   markets  are  essential  i f .  i t s  manufactured  goods 
a re  %O ackieve and maintain modern technological  standards-. 
The rise in world pr i ces  f o r  f u e l s  and r a w  raa te r ia l s ' therefore  
poses ser ious  problems, since it has not been matched 'by. a 
cornmensurate r i s e   i n   t h e   p r i c e s  o f  the manufactured  goods 
which Czechoslovakia  exports. 

. -  

. , .  

3*  Agricultural   output has increased  substant ia l ly  and 
Czechoslovakia has become v i r tua l ly   s e l f - su f f i c i en t   i n ' l i ve -  
s tock  grodcc-ts.  Grain y i e lds  have  been well above plan;  but 
inports.  of about '1.5 mil l ion tons of  grain a year a re  s t i l l  
necessary,. . .  

. . ,  

50 T?e share of  resources  absorbed by investment programmes 
has beex Li.&.xer thai1 intended, but while  there has been  over-: 
spendizng OF. aacbinery there  have been f a i l u r e s  and delays i n  
co~~p le - t ix~g  l a r g e  p importanit p ro jec ts .  A scbstant ia l ly   increased 
share o f  investment  has been al located t o  the   fue l  and power 
indus t r ies  where more capacity i s  s t i l l  rseeded. 

6 .  The r i s e  in monetary  incomes has been  keeping  pace 
with the overall r a t e  of econornic expansion and it appears 
tha t   in   genera l   the  consumer has  received a due share of  the  
benefi ts  from economic growth, Ketai l   pr ices  have  been  kept 
f a i r l y  s-LzLble and t h e  party i s  pledged t o  continue this u n t i l  
the  end of  1975. Czechoslovakia  ard  the GDF, have the  highest  
l i v i n g  s-Ladards amoag the  countr ies  of the  Warsaw Pact. 

.- 

'7. Although  Czechoslovakia has beerr conducting  an 
increasing share o f  her   foreign  t rade with non-Communist 
coucltries, she remains  behind a l l  her Comnunist par tners ,  
excegt  Bulgaria, i n  the  Droportion of trade w i t h  the  develoDed 
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'st (26 per cent of her   tu rnover   in  1974) e Czechoslovakia 
.S no sizeable  hard  currency réserves on w5ic'n she'"can draw 
I d  as her  d e f i c i t s  with the  convertible  ctlrreacy area have 
c reased   subs tan t ia l ly  in 1973-:374, and this i s  Likely t o  
Intinue9 ' .  she mzy have t o  change her po l i cy  on tne use of 
s t e r n  c red i t s  which i n  the  past   has been re luc tan t  and 
rnitcd. Because o f  tize r i s e   i n  vor ld  market p r i ces9  measures 
.ve been -kaken to t ighten  central '   control   over  impor t s  from 
.e 'tzi'es-k alid., i n  addition,  production o f  c e r t a i n  goods, e .  g,  
x t i l e s ,  which reqcire  high-priced Western inputs  i s  being 
duced. 

--. 3 ,  : i l thin CPEA Czechoslovekie  has a p r t i c u l a r   i n t e r e s t  
ensuring  supplies of fue l , . energy  ar,d raw mater ials  even 

.ough the progressive revis ion of pr i ces  from 79'75 onwards 
year  ear l ie r  'chan expected) will r e s u l t  In a de ter iora t ion  

' her   t rading  posi t ion i n  r e l a t ion  t o  the main suppl iers ,  
.rticularly -the Soviet Ucion. It i s  possible that some of  
r present exports which earn hard currency may have t o  be 
verted t o  the Soviet  market,  although i n  order 'CO maintain 
chnological advance and h e r  conpet i t ive  posi t ion  as  an 
p o r t e r  a Greater  involvement ir? t rade with the  West is 
kely t o  become a necessity.  

9. We estimate  that   expenditures on defence  have  been 
Isorbiag abo?lt 4 per  cm-t o f  Czechoslovak$als SNP each year 
Id that -the groyvth of these e x p n d i t u r e s  has been maintained 
; about the same, rate as the overall growth of the  economy. 

I O .  The prospects f o r  ecoammic r e f o r m  i n  Czechoslova,kia 
ipear remo-be and a schcCuled reform o f  ir_-ternal  prices, 
.though increasingly  necessary, i s  l i k e l y  t o  prove  d.ifficu1-k. 
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n.. PROSPECTS FOR ECONOMIC CHANGES v 

59 . Understandably  enough9 in view of the  Soviet  
in te rvent ion   in  1968-1969, the need f o r  economic changes,  while 
by no lileails taboo, i s  a subject which i s  t r ea t ed  with considerable 
reticence i n  Czechoslovakia's  publications. The problems and 
shortconi1;gs O% the  econoI.~y a m  fraizkly admitted  but it i s  
d i f f i c u l t  -to discover  what, i f  any, measures a r e   l i k e l y   t o  be 
taken in the  near  future t o  secure improvements. Even  when 
programes  are  already in progress, f o r  ins tance   in   the  new 
wage system  which has been  gradually  introduced.  since 1972, 
no comprehensible  account o f  the  main trends and in ten t ions  i s  
eas i ly   ava i lab le .  

60. Eecause o f  the  generzl ly   caut ious  a t t i tude of' the 
Czechoslovakian  leadership, and the  inhibi t ing  inf luence of 
the  Soviet Union, the  prospects f o r  any  major economic changes 
have seemed remote. The sec tor  i n  which gradual  modification 
has beea ia progress was foreign  t rade where en terpr i ses  
producing  goods f o r  export  appear t o  have  gained more autonomy, 
with some fif'cy of them engaging d i r ec t ly   i n   fo re ign   t r ade  
t ransact ions i n  1972. However, with the  d i f f i cu l t i e s   c r ea t ed  
by t h e   r i s e   i n  world pr ices  from ?g73  onward this trend ha5 
been reversed and central   control  t ightened  (see  paragraph 58 
above ) . 

61. Towards -t'fie end o f  197'4 there  was evidence of  a debate 
on economic pol icy among t h e  l eadersh ip   in  which advocates o f  
reform,  including  the Slovak 3eputy Prime Minister Durkovic 
argued the need f o r  greater  delegation o f  respons ib i l i ty  t o  
middle-level  nanagement, in order t o  secure improvements irr 
production  qwility m d  lowering o f  2roduction  costs. These 
arguments  appear t o  have  been  iL2effective. 

62. A major outs tanding  qwst ion i s  t h e   f e a s i b i l i t y  o f  an 
in t e rna l  pr ise  reTorm, which has long  been  scheduled for 
implementation at   the   beginning of 1976. The need f o r  This i s  
presumably Secorning more and more urgent,  since the r i s e   i n  
cos ts  o f  materials  imported fro& the  Vest  already  necessitated 
a large budgptary subsi6y i n  1974 (see paragraph 43 above). 
In  l975 there   a re  also higher costs for   mater ia ls   hpor- ted 
from CïdEA- countries  (see  paragraph 54)  However, there  w i l l  
c e r t a in ly  be major problerns i n   e f f e c t i n g  a pr ice   revis ion 
which takes due account of  these  recent  rapid  changes, and 
a l so  t h e   f u r t l e r   r i s e s   i n  CIVIEA p r ices  which are  scheduled 
t o  -Lake place  each  year. 
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~ ~ I x '  c AC/727-D/514 

Caechoslpvakia : Economic Involvement i n  Development Pro jec ts   in   the  CMEA Area 

1. Orenburc! Gas Pipeline 

The Czec~os1.ovaks are constructing a 560 km section which runs &on AlexendrOv to  
Sakhranovka ( i n  t he  USSR) and requires  the crossing of the Volga and Don Rivers 
and the  building of 22 compressor  plants. This may well involve  the Czechoslovaks 
i n  hard  currency  outlay  to purchase the la rge  diameter (1420) pipes from the  West 
as well as the oompressor s t a t ions  and will engage 6000 Czechoslovak construction 
workers i n  the period mm mid 1975-late 1978 , when the  pipel ine is due for 
completion. Repayment will be made i n  additional Soviet gas sqplies t o   t h e  
country. The or ig ina l  agreement  on this projec t  was s igned   in  February 197&. 

2. Ferro-alloy Production in the  USSR 

Cseohoelovakia i s  t o  deliver  conetruction equipment t o  a value of $250 million, 
inclqding  diesel  locomotives, trailers, t i p p e r   l o r r i e s  and excavators for ore  
dressing oombinee near Kursk. R e p w e n t  will be made i n  the 1979-90 period in 
i ron ore concentrate,   pellets and various  kinds of ferroalloys.  

3. Asbestos  Comlex i n   t h e  USSR (Kimbeyev) 

Under the agreement signed in 1973  Czechoslovakia i s  to del iver  railway dump cars 
with a load capacity  of 105 t o n s   i n  1974-76 and i n  return wlll receive  del iver ies  
of asbsstos,  beginning i n  1980  and  continuing u n t i l  1991. 

' 4. Ammonium Phosuhate i n  the  USSR 

Csechoalovakia is providing equipment for  chemical  production, metal cut t ing 
machines , pressing and forging equipment,  and de l iver ies  of Sovlet amonim 
phosphate are due t o  begin  next year. 

5. Czechoslovakia i s  not   taking  par t  i n  the construction of  Ust Ilim (USSR) h l p  
and paper COmphxJ a t  least at this stage as she i s  a net   exporter  of cellulose.  

6 .  I n  the period 1957-62 Czechoslovakia  advanced  about 200 million  roubles (8220 
million) t o  Polend fo r  expansion of mining of copper, sulphur and coal and 
p a r t i c i p a t e d   i n  the construction of an electric power s t a t ion  in Romania, a copper 
mine in   Bulgar ia  and i n  the extract ion of potash  in   the GDR. Jo in t ly  with Pohnd, 
Hungary and Romania, it financed a ce l lu lose   fac tory   in  Braila (Romania). It a lso  
granted  credi ts  t o  the  Soviet  Union fo r  the  development of mining f a c i l i t i e s   t o  
expand production of i ron  ore, .copper,  zinc, lead and bauxite. 

7. The conatruction o f  an internat ional   e lectr ic i$y  gr id   ( the  Mir l ine)  and t h e  
"Friendship" O i l  Pipeline were major j o i n t  CMEA investment  ventures which did  not 
however involve  great f3.ows of capi ta l  between countries,  since each country w a s  
responsible  for i t s  own section. 

8. Czechoslovakia has received R laree c red i t  from CMEA's Internat ional  Investment. 
Bank t o  modernise and expand the  output of i t s  'Tatrat  Rvck  Factory. As a result 
of modernisation  Czechoslovakia will be able  to  considerably  step up the production 
of t hese   l o r r i e s  for expor t   to  her CIBA neighbours. 
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Cw?choslov&iR plans t,o broaden co-operation w i t h  Bulgwis  in  +he  extraction cf  
'le on P u l ~ < ~ i a n  t,erritory. The Czechoslovaks will pup?ly primarily  technical 
s t m c e  and machinery. In  return,  during  the  next  three  pears,  present Czechoslovak 
rts of 35'00 cubic  metres will he  increased  to 10,000 cubic  metres. The marble 
be used largely f o r  const,ruction of  tohe Prague  underground railww. 

The R?:nemtily nf Skoda-!4adwa lo r r i e s   i n  B u l y a r i a  is t h e  result of  co-qpera?,ian 
reen the  LIberec Motor Vehicle Works (LIAZ) at Jablonec and the Wadara  Works at  
Len. Some rf these 'IO-ton l o f r i e s  me tipping  vehicles and others  are  tractop 
cles \.1 t h  Ferni-trailers. The  agreement, f a r  jofnt  production  envisages 
.facture o f  re= axles i n  Bulgaria (30,000 th is   year ) .  Half the  assemblies fm, 
[a l o r r i e s  w i l l -  in the future be  manufactwed  at, +.he Madara Glorks and the other 
h will be inported from Czechoslovakia. 

A speoiallsatSnn ayreernefit i s  cominp into  operation whereby Bulearia will 
~ lg  Czechoslovakia  with CI larpe number n f  automatic and semi-automatic cutt inf 
ines, whi3.e Chechoalnvakia will produce gear cuttinp machines f o r  Bulgaria. 

Czechoslovakia has been par t icu lar lp   ac t ive   in  t,he conetruction  industry  in 
,ar ia m d  i n  developing  engineering and power resources, e6,she  has  delivered 
pment f:!r the  Ruse I md Ruse II power stat ions m d  has a l s o  provided equipment 
the  Trajcho Kostnv plant   in   Sif ia ,   the  F3.ovdiv plant and verious  hydro-electric 
. ts  l n  the  country. 

Czechoslovakia supplied equipment f o r  the "edet'  copper  ore'mining combine 
took pwt   in   the   cons t ruc t ion  of the mine  and ore  dressing  plant, for which 
is being repaid i n  supplies of copper. 
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5 .  An agreement, between ' Kovo (Czechoslovakia) and Dektrotechnik Ekport  Import 
(GDR) has been  concluded whereby Czechoslovakia will supply  automatic  telephdne 
exchanges; Czechoslovakia will a l s o  manufacture l 10  Icv emth  leakage  cable  while 
allowing the  GDR's works to  use i t s  capacity  for  production of large  t ransfomers .  

6. The potassium Combine of t he  GDR and t h e  Mamesite Works of  Bratislava 
(Czechodovakia) are co-operating i n   t h e  dressine: o f   t i n  and tungsten  ores. 
The co-operation i s  largely on the  resear'ch  side and tes t ing  of   dr i l l ing  equipnent .  

7. In  product  specialisation between the two countries  the GDR special ises  In 
l o r r i e s  and containers ,   refr igerat ing units f o r  ra i l  wagons, thermo p l a t e  and 
rol led  plass ,  machinery for bitumen  surfacing  of  road3, comhine harvesters, moving 
and loadinp machines, while  Czechoslovakia  specialises i n  producing air conditionin!? 
equipment, high  grade  sheet  glass and glass  bricks,  concrete mixers, potato  planters ,  
rotat ion mowers and hop picking machines. 

HUNGARY 

1. Joint   projects  between the two countr ies   include  the  e lectr i f icat ion o f  the 
rai lway  l ine between Komaron and Komarno (71 km). A l l  the  design work i s  
Czechoslovakian. A j o i n t   s t a t i o n  i s  t o  be bui l t  at Szob  and Sturovo. 

2. Co-operation e x i s t s  between the Czechoslovak enterprise  'Hirana' and the 
Hungariati 'Medicor', whereby t h e  Czechoslovak enterprise  specialises  in  producing 
equipment for  dental  surgeries  to  cover  the  requirements of both  countries;  the 
Hungarian enterprise  has  discontinued  this  type of production and instead is 
concentrating on the  production of  Incubators and operating tables. This co-operation 
i s  carr ied a s tep  fur ther  by j o i n t   a c t i v i t y  by t he  two enterprises  in  equipping 
hospi ta ls  i n  third  countries.  

3. The Hungarian 'Kornplex' and the Czechoslovak 'Trancakta '   foreim  trade 
orgRnisatAons are co-operating in the  production of pig  breeding  stations. The 
Hungarians  supply the complex encjneering part,,q, while  the w a l l  panels and all 
other wood i s  beins  supplied by the Czechoslovaks. 

h. 'Technoimpex' of Huncary and 'Invast'  of  Czechoslovakia a r e  co-operating with 
Svet.er of the  Federd.  Republic of Germany for   the  bui lding of slashing machines t o  
modernise the Czechoslovak tex t f le   indus t ry .  50;": of t h e  components come from the 
Federd  Republic and SO:? from Huneary (based on West Germm documentation)  while 
nwemhly is i n  Caechoslovakkia. 

q. The two countries are co-operathy w i t h  t h e  Soviet Union in   preparin? f9r the 
construct.ion of the  Gttbcikovo-Navaros syst.em o f  Danube barrazos.  Preparations 
should he c o q l e t e  by t he  end o f  neyt year and  work should  begin i n  l???, thouch It 
has been estimated  +.hat  t,he work w F l l  t&e a t  least; 9 years tc, complete. ?'he pro.?ec+. 
will. improve navigation between  RratAslRva and h d a p e s t  and will Incorporate  the 
building  of two hydro-eleotric power stations.  

POLAND 

1. I n  the  sphere o f  mattrl lurgicd  research - problems involving  MonocryskLs and 
metallic compounds are being  resolved  jointly by Polish and Czechoslovakian 
spec ia l i s t s ,  making different   types  of  equipment avai lable   to  each  other,  the 
eventual a i m  being  appl.ication of method8 to   industrg.  

2. An agreement ex i s t s   i n   t he   sphe re  of  chemical  production whereby carbon 
disulphide i s  produced i n  Poland and del ivered  to  Czechoslovakia in   r e tu rn  for  
Czechoslovak de l ive r i e s  of polyrlnyl.  chloride.  This agreement signed i n  1974 
makes provis ion   for   de l iver ies   to   begin   in  1977 and the agreement runs u n t i l  1935. 
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In tiIc? sectoy- of Rp-icuItuTd machinery Pol.anJ qec:a?iaes  in t h e  FP@d~.lCtiW of  
tat0  shovels,   purifiers and .main harvesters  producin? fc:r herself  and Czechoslovakk-f.a, 
i l e  CzechrJslov&ia specialises  in  the  production o f  potato  sortin;. machines, r o t e r 3  
vers and other equipment. 

In  the machine tool  industry, Poland concentrates on the  production Of machine 
,013 to  be used i n  railway  engineering and single  spindle  lathes,  while  Czechoslovakia 
oducea milling and tracer  mill ing machines and hydraulic  presses. 

Polmd  provides  a  considereble Amount o f  services  to Czechoslovdcia  pWticUhl'ly 
the CoBstmction sector.  In 1974, Budhex,  the  Polish  building  enterprise was. 

Nrking on 12 investment projects  in  the  country,  including two major petrochemical 
Nmbines, (Slmaft in  Brat is lava and Spolena i n  NeratoPice)  a  footwear fact.Org, 
power plant,  8 chernicd  plant and a meat combine, They have signed  contracts to 
Irk on another  14  proj-cts  including a refinery and coel wharves a t  Chveletice and 
loosioe on the Elbe and two paper mills. 

lMANIA 

Czechoslovakia  has been act ive  in   constmotion work for  Romania par t icular ly  -in 
@plying  thermal power plant and superfisine i t s  ins ta l la t ion ,  eg the Arges 225 14W 
d r o  e lec t r ic   p lan t  and the Ludus  and Craiova  thermal plants  with a total   capacity 
' 600 MW. In   the 1960 ' 8  t h i s  power generating equipment represented  about one third 
' the  aagregate  installation  capacity of Romania's power plants.  

The f i r s t  major bilateral co-operation  contract i n   t h e   f i e l d  of eneineering was 
. g n e d  by Czechoslovakian and Romanian manufacturinp  firms i n  1?72. It concerned 
'ont  driving  axles  for  tractors, which the  Brasor  Tractor  plant  in Romania now makes 
Ir Czechoslovdk t o  a .jointly  elaborated  design. 

Romania produces, t o  Czechoslovakian  documentation and standards, components 
w the TPZ automatic  threading machines which has  allowed  Czechoslovakia to  stop 
lr own production of these components and re ly  on Romanian supplies. 

B In the  current,  five  year  period (1971 -75) agreements  have  been  signed whereby 
le USSR has  rendered  or i s  to  render Czechoslovakia technical  assistance  in  designiné 
Id delivering equipment fo r  four house construction  plants with a total   capacity of 
,000 apartmente  per  year, In constructing  the subway i n  Prague, i n  developing a 
9cond TV channel and colour  television and in   bui lding an outer space c o m i o a t i o n s  
tation. 

Co-operation i n  production of mynchronous e l ec t r i c  motors i s  p l a n e d  by 
mchos1ovakl.a and the USSR. In   the next, five  year plan period (1076-20) plants in 
,th  cnuntrries will be  modernised so t h s t  Czechoslova!cia can produce h sizes  Of 
Lectric motors a t  Mohelnice, while  the remaining  four types can be made i n  the USSL 

Czechoslovakia i s  supplying  the USSR i n  1975-76 with a l a rge  brewery (output 
;O,OOO h e c t d i t r e s  of  heer  per annum) ancl five  smaller ones (capacity sO,*cX, 
sctolitreff a year). As well as one very large pl.ant, (with a capacity of 1 million 
aato1itx;ras per annum), .it 3.3 a l s o  supplyinp  four  mineral  water  battling  lines. 

JO0 S.TAVIA 

. Czechosl.ovaIcia has  concluded an agreement, wit,h Yucoslavia, which envisayes 
utual  deliveries o f  $50 mlI.!.ion a year t.o R f ipure of $600 million. Following 
Czechoslnvak cred i t   to  YuposlRV1.a of $714 million  (payable  over 12 years at  5% 

ntemSt per mum) Yugoslav enterprises will begin  deliveries of zinc,   lead, 
B a r n ,  s i l v e r  from 1973 onwards. In  the  period  before  then Czechoslovak 
- L  A"> - - - " 4  .I. . . . - - .  - . -. . .  . .  . '"4 "-I 
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2.  The washing  machine factory of Elektronska Industrija and the  Czechoslovd 
enterprise Tatramar have  mncluded a f ive  year co-operation programme on :Oint 
production of washing  machines (50,000 19711). 

3. A contract on lonK term Czedmslovak&goslav co-operation in  the production 
of electric, gas and  combined electric and gas ovens - cookers was si@& in June 1374 
and the resultant products should go onto the market th i s  year. 
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