
162 
.. - ~I .- ~ 

N A T O  C O N F I D E N T I A L  

22nd October, 1 9 2  POLADS(75)26 

To : Itembers of the  Political  Cornittee 

From : Acting  Chairman 

COMECOH: Implications f o r  Eastern  Europe 

Members of the  Political  Committee  will  find 
attached 8 paper,  prepared by the  Economic  Directorate, 
on the  above  mentioned subject. This  note  will be on the 
agenda of the  next  Political  Committee meeting. 

(Signed) Edward L. KILLHAI\/I 

NAT O D 
1 1  1 O Brussels. 
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-*..m.= N A T O  C O N F I D E N T I A L  

To : Merlibers o f  the Economic  Committee 

From : Chairman 

Subject: CONECON: t h e   i . l i c a t i o n s  f o r  Eastern Europe 

On lCth  July, 1975, the Economic  and P o l i t i c z l  Com- 
mittees were invited t o  examine the   po l i t i ca l  consequences o f  
economic developments in  Eastern Europe and the USSR, and t o  
assess   the i r  importance f o r  the  Alliance. Vith t h i s  i n  mind, 
the  Economic Directorate  has  prepared the  following two attached 
2ocumnts: 

(a)  A synthesis   ent i t led TtRecent Economic Developments 
i n  Eastern Europe (COTVIECON). This basic  paper may be 
considered as an i n i t i a l   d r a f t  o f  the document t o  be 
prepared jo in t ly  by the Economic and P o l i t i c a l  Com- 
mittees and fcrvarded t o  the  Council. 

(b) A more detailed  analysis:  ttCOfiECON: the   inpl icat ions 
fcr Eastern Europetf  prepared by the Economic Affairs 
Directorate and intended as an  annex t o  the document 
t o  be sent t o  Council. This analysis examines the  
recent  evolution  of'econornic  relations between the  
USSR and i t s  East   Ewqean partners and assesses  the 
mutual  quid p ro  quos deriving from these  relations.  

2. In  accordance with ,the wish expressed a t  the Economic 
Cmrnittee  meeting of 9th  October,  delzgates are urgen"c1.y requested 
t o  e l ic i t . \a l l   possible   addi t ional  inf:,rnlation from tkl@ir cap i t a l s  
which could domplement the  data  contained  in  the  detailed  report 
a t  annex.  Information i s  especially sought on pr ice  d e t s i l s  f o r  
IJ..Jtiet q.- oil/raw  materials -. to Eastern Europe,  -the scope of  East 
Earopean involvement i n  Sovie%  development prci j ec t s  i m i d e  the  
L:-:~XI~ and possible East European;military  tr.msfers t o  the 
Ssviet Union. 
- 7 , .  
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3. The .:;WO a? r<q...ched documents will be examined a t  the 
next Economic Corpmi;tte3 meeting on 16th October. Foiloving 
t h e i r  approvai,,,%lney w i l l  be transmitted t o  the Ad Hoc Working 
Group comprisigg members o f  the Economic  and P o l i t i c a l  Commit- 
tees establisked t o  prepare a summary r e p o r t  f o r  t ransmit ta l  
t o  the Councfl. 

(Signed) J. BILLY 

. . 

N A T O  C 0 , N F I D E N T I A L  " 
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- RECENT ECONO€KIC  DiCvELOPPIJ3NTS I N  EASTERN EUROPE IWD 
INTRA-COlG2CON RELATIONS - 

Study o f  the economic consepences o f  t he   l a t e s t  
developments 

.J" 

Introdu'ctibn - General pa t te rn  of COMECON -USSR re la t ions  

1. CO€ECON i s  an important  instrument o f  Moscow* S economic 
imperialism  vis-&-vis i t s  a l l i e s .  This  imperialism i s  based 
essent ia l ly  on the  Soviet  Union's economic power, i t s  vast 
resources o f  raw mater ia ls ,   . the .  s t r ic t .  system  governing  domestic . . . . . 

economic  and trade  planning  in  the  East  mropean  countries and 
the  integration o f  these  countries  in a polit ico-mili tary com- 
plex dominated by Moscow. 

2. The Soviet  hold  over i t s  a l l i e s  has  been  further  in- 
creased by the complex integration  plan which was introduced  in 
1971 and w i l l  be strengthened  in  the  course o f  the  next 'Five- 
Year Plan  through  a.new  price  system,  the  obligation t o  invest 
more in  the.   harnessing o f  Siberian  natural  resources and the  
establishment of  specialized  multi-national  enterprises: working 
mainly f o r  the  benefit  o f  the  Soviet Union. 

3. This economic integration  policy i s ,  however, encoun- 
tering some resistance from the  East  European countries. The 
example given by Vestern  Europe,  the need t o  take  account o f  
consumer needs and the  desire  t o  improve productivity  led t o  
a Feaction away from the  centralized economic system and towards 
neo-reformism. A further  indication o f  attempts t o  safeguard 
some degree of  economic independence can be ' seen   i n   t he   e f fo r t s  
t o  conclude b i l a t e ra l   t r ade  and technical  co-operation  agreements 
with  the West. The least   enthusiast ic   over   Soviet   ins t i tut ional  
arrangements would seem t o  be Poland, Hungary  and  Romania. 

4.  The prospect o f  more East-kiest trade and o f  negotiations 
between the EEC and CONECON have .led the  Russians t o  t ighten 
t h e i r  hold  on t h e   l a t t e r  and. t o  organize it into  as  monolithic 
a bloc  as  possible  vis-a-vis  the  outside world. 

5'. The r i s e   i n  world pr ices  of  basic commodities and the  
recession  in  the West which jeopardized any chance o f  balancing 
the  East  mropean  countries'  trade with the  market  economies, 
gave the  Soviet Union an opportunity  early this year t o  
strengthen i t s  economic pos i t ion   in   re la t ion  t o  these  countries. 

I. Recent events 

6. In the  West, t h e   r i s e  i n  the cost  o f  energy (and its. 
ef fec ts  on other   pr ices)  has led t o  an increase  in   the  cost  of  
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N A T O  C O N F I D E N T I A L  

East European imports from the West A t  the   sme  t ime,   the world 
recession  has had a cur ta i l ing   e f fec t  on the i r   expor t s  t o  the 
West . 

7. The Soviet Union took  advantage of t he   f a l l -o f f   i n  
t rade  between the  West and Eastern Europe t o  push up the  cos t  
of i t s  o i l  and basic commodity supplies to i ts  al l ies . ,  contTary 
t o  the  planning  system which had  been in   force   un t i l   then .  

' Since  January, 1975, t he  new  intra-COMECON price  .system has. 
worsened Eastern  Europe's  terms of  t rade with Moscotv (increase 
i n   t h e  c o s t  of energy aEd raw materials). It i s  estimated  that 
the  Soviet Union w i l l  b e n e f i t   t o   t h e   t w e  of  between 1.5 and 
1.8 mil l iard d o l l a r s  f o r  the  year. 

e. Although these  prices have  been  hiked - about  threefold 
in   the   case  o f  o i l  - they  are s t i l l  well below world prices  
(some 40% f o r  o i l ) .  This is e q l a i n e d  by- the Soviet  Union's 
desire not t o  cause t o o  great  a deterioration  in  the  balance o f  
payments posit ion o f  these  countr ies   in   their   deal ings with it 
and not t o  push up production  costs  in  Eastern Europe t o o  
sharply  since t o  do so would undermine the   p r ice  system and 
diminish  the  consumers'  purchasing power, with  the r i s k  o f  dis- 
content and social   unrest  o f  t i e  type  experienced i n  Poland i n  
December, 1970. 

9 .  The r i se  is, however, f a i r l y  big and is  calculated t o  
have a de te r ren t   e f fec t  on domestic  consumption  and,  consequently, 
on imports of o i l  and raw materials by these  countries from the 
Soviet Union. It has t o  be remembered t h a t  t he  Soviet; Union, i n  
addition t o  supplying  Eastern Europe with o i l  and basic commo- 
d i t i e s  a t  well below world pr ices  must: 

( i )   n e e t  i t s  own development requirements with what 
a re  s t i l l  scanty  resources; 

( i i )   e x p o r t   o i l  and other  raw materials Vestwards 
t o  earn  hard  currency and obtain  technological 

. .  know-how 

( i i i )  compete commercially and p o l i t i c a l l y  with the  
West  by  making i ts  presence f e l t  as an exporter 
of basic commodities, 

It has  thus been  necessary t o  s t r i k e  a balance between these 
d i f fe ren t  demands and this  par t ly   expla ins   the   ra te  of pr ice  
increases  f inally  decided on; a t   t h e  same time  the problems 
coimected with the opening up of Siber ia   ( the remoteness o f  
deposits,   the  high  infrastructure  costs and Western reluctance 
to finance  development)  has  led  the  Russians t o .  force   the i r  
a l l i e s  t o  pa r t i c ipa t e ,   i n  exchange for re l iab le   suppl ies   a t  
below world prices.  

N A T O  C O N F I D E N T I A L  - 
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10. By way of p a r t l y ,  but by no means fu l ly ,   o f fse t t ing  
the  f inancial  burden ar i s ing  from the   increase  in   the  cost  o f  
i t s  partners '  imports, the Soviet Union has authcrized a r i se  
i n  the price o f  the manufactured goods it imports from Eastern 
Europe. A s  a r e su l t   t he  terms of  trade,  and the possible 
balance of  payments d e f i c i t  o f  the East European countries, 
should not Se as bad as they might have been. 

.- -. . 
11. In  zddition t o  price  changes,  the new agreements  include 

the  granting of s o f t  loans, the carrying  over o f  any t rade sur- 
pluses from one year t o  the  next t o  the  benefit  o f  the  Eoviet 
Union  and poss'ibly transfers '  of gold at   lower.than.market  prices. '  
It is,, however, difficult t o  make an accurate  estimate of what 
these  respective  advantages  are  worth. . .  

12. The new arrzngemnts affecting  trade between the  
Soviet Union and Eastern Europe en.tail both advantages and  draw- 
backs f o r  a l l  the  countries concerned. 

-13. On the .S Soviet bloc side: 

In the   l i gh t  of  the  fcregoing  analysis,  the  consequences 
f o r  the  Soviet bloc o f  recent  developments w i l l  probably  be as 
fol lows : 

USSR - A d v a ~ ~ , ~ g c ~ o ,  dominant posit ion  reinforced;  t ighter 
control  aver t he  economic development of' the East 
European countries and. a b i l i t y  t o  draw  on t h e i r  
icvestment  funds ; 

EASTERN EUOWEAN COUbTTRIES 

-.S. Advantages: r e l i ab le  supply  source  comparatively low 
cost  of  'bZsic req.uiremeur-ts, opportunities t o  develop 
W e i r  ",lec;hnology wi%hin the  specialized  enterprises;  

Drawbacks: p l p - . ~ " . . * C , s "  detei-ioration i n   t h e  t e rns  of t r ade  with 
Moscow and the West; slower growth rhte (around O. 5% 
t o  1% a year  depending on  the  cmmtry-'; with the  
possib.?.,Pity crf si d.rop in l iving  s tandards,   greater  
indebl&ness, whfch strengthens  the Russiansr hoM; 
p a r t  of the   cap i ta l  goais ,  some of bhich  are imported, 
w i l l  be contributing t o  Soviet economic development. 
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14. The Alliance  side 

The Alliance  cannot  remain  indifferent t o  recent 
COPECON developments and signs of c loser   integrat ion o f  the USSR 
and i t s  partners  within t h i s  organization. A shift i n   t h e  terms 
of  trade and the   fac t   tha t   the   Eas t  European countries have be- 
corne grea t ly  dependent on the  Russians f o r  the i r   bas ic  c.ommodities. 
have  strengthened Moscow's  economic  sway over  the  disparate 
COMECON grouping.  There are'a niinbér of questions which will 
have t o  be  answered i n   t h e   l i g h t  of  the development of in te r -  
national economic relat ions:  

Strengthening of the  Eastern  bloc 

(1) Because o f  . i t s  increased  cohesion, will theIfEastern 
bloc" become in   fu tu re  "a focal  point for development-" 
centred on the  Soviet Union? Is the   b loc   rea l ly  
united,   or  has it i t s  weak points? Are discriminatory 
po l i c i e s   t he  Vest  indulges i n  vis-8-vis  the  Soviet 
Union and i t s  s a t e l l i t e s  s t i l l  economically (and 
polit ically)  conceivable? 

(2) Is it l i k e l y   t h a t  lvloscow w i l l  a l low the East European 
countries t o  enter   into  bi la teral   contacts   with 
Western Wro e (as pa r t  of  negotiations with the EEC, 
f o r  instance P ? 

(3) Yi11 the  East European countries  be  able t o  defend 
the i r   na t iona l   in te res t s   in   in te rna t iona l  fora o r  
will Moscow use i t s  t i g h t e r  economic hold t o  prevent 
them from doing so? 

The economic and f inancial   future  of Eastern Europe 

(4) The s i tua t ion  o f  the  East European s a t e l l i t e s  has 
worsened as regards (i) t h e i r  growth r a t e s   ( i i )   t h e  

. . bqlance on thei.r  external  account and ( i i i )   t h e i r  
foreign exchange assets.  What solutions  are  they 
l i k e l y  t o  choose? How w i l l  they go about  safeguarding 
their   threatened growth ra tes?  Will they  turn  in- 
creasingly  towards  the  Soviet  Union,thsreby  reinforc- 
ing  the  role  of  the  ruble and giving a fresh dimension 
t o  the  question o f  i ts t r ans fe rab i l i t y?  O r  are  they 
more l i k e l y   t o   t u r n  t o  the Euro-currency  markets? 
Will they combine both  policies and, i f  so,  how? If 
the  las t  two assumptions are   correct ,  what would be 
the  best   pol icy f o r  the  Alliance? 

(5) How ' w i l l  the  Soviet  Union on the  one  hand and the 
East European countries on the  other  seek t o  benefit  

N A T O  C O N F I D E N T I A L  
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-7- ED/EC/75/71 
from the  prospects for East-West trade stemming from 
the  Helsinki conference'? 

The Syriet _.z Union and the North-South n e g o t i a t i c ?  

(6)  Vhat role i s  the  Soviet Union l i ke ly  t o  play i n  the 
future in   negot ia t ions between producer and user  
countries o f  o i l  and raw materials? Will it gradilally 
become a t h i r d  partner? 

Po l i t i ca l  advantages f o r  the  Soviet Union 

( 7 )  In nore general teyms, what p o l i t i c a l  advantages  can 
the Russians extract  from what i s  f o r  them a very 
favourable s h i f t  i n  the balance of  power between 
themselves an2 the  East European s a t e l l i t e s ?  How 
will they use these advantages as  COMECON "big brother" 
and i n   t h e i r  dealings with  the West? 

E A T 0  C O N F I 3 E N T I A L  
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ANNEX I t o  

COP4ECOfd: THE INPLICATIONS FOR EASTERN EUROPE 
I 

INTRODUCTION 

1. Since the adoption i n  1971 of the Comprehensive Pro- 
gramme  on "Further  Co-operation and Economic Integrationrt o f  
COMECON, the  Soviet Union has made slow but  unequivocal  progress 
tovjards rea l i s ing  i t s  blueprint o f  a Soviet-controlled economic 
area  throughout  Eastern  Europe. This of  course  has been rendered 
easier  by the economic disproportion between the UESR and i t s  
East European partners as  well as the   po l i t i ca l  dominance exerted 
by Moscow over i t s  a l l i e s .  

2. The extent t o  which the East Ewopean countries  consider 
t h e i r  membership of COMECON a pr ivi lege o r  a heavy economic bur- 
den i s  now acquiring  significance  in  both economic and p o l i t i c a l  
terms as   three  addi t ional   factors   enter   the  scene: 

\ (ii.) the  growing number o f  rvintegration  projecteIr on 
Eoviet t e r r i to ry ,   e .g .   the  Orenburg pipeline,  
and East European investment in   the  exploi ta t ion 
o f  Soviet raw rnateria.ls; 

(iii) the  incremed  importance o f  r lnult inational spe- 
c ia l isat ion  enterpr ises"  ( e .  g. Interatoministru- 
ment;  Interkhimvolokno;  Interatomenergo, e t c . )  i n  
providing R and D for  the  Soviet  Union. 

These fzctors ,  mori3over, &@e ,now operative i n  a very disturbed 
economic context - that.nof the current recession End in f l a t ion  
in. -the Kest vhich. $re havlng. m effect on Eaet-West, indeed on 
world t rade 

3.. Since  January, 1975, the  Soviet Union, i n   t h e   l i g h t  o f  
changes occurring  in  the world commodity markets,  has  raised  the 
prices o f  many of its exports - p-articularly  selected raw 
materials and energy  resources - to- its East Suropean partners.  
This unexpected  decision  reflecting both the new OPEC price 
pat tern and world-wide in f l a t ion   conf l i c t s  'with previous  intra- 

I 
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COTtECON agreements ; it may represent a great  
o f  the need t o  rea l ign   pr ices   rea l i s t ica l ly .  

e r  Soviet  awareness 
- -~ ~ Although Moscow 
f ee l s  that  the  gap between i ts  export  prices t o  CoiilECON countries 
and world market pr ices  i s  s t i l l  quite2 large i n  favour O f  the  
l a t t e r ,   t h e  USSR cannot c lose , th i s .gap   en t i r e ly   a s  t h i s  measure 
VJould deprive it of pol i t ical   leverage which it needs t o  enforce 
integrat ion more rapidly.  

GENERAL ASSESS"T e 

Advantages for Eastern Europe 

4. While the  impact o f  the  price  increases will vary from 
country.to  country,  it i s  c l ea r   t ha t  few concrete  advantages w i l l  
accrue t o  Moscow' S East European partners.   Lit t le  information i s  
available on price  hikes of  raw materials  apart from o i l  (+120%- 
140$) but   the  pr ice  o f  t h e   l a t t e r  w i l l  s t i l l  remain below current 
world market l eve l s  f o r  the  foreseeable  future.  The blow i s  fur- 
ther  being  softened by  an  upward revision o f  the   p r ices  o f  indus- 
t r i a l  and consumer goods s o l d  by Eastern Europe t o  the USSR, 
although it i s  not  believed.  that  these  increases will i n  any way 
of f se t   t he  new f inancial  burden created f o r  the  Esstern  countries.  

5. Given the growing indebtedness of the Eastern countries 
towards the West (estimated  *cumulatively t o  be a t  l e a s t  $S b i l l i o n  
since  1970), the USSR could have eased the  burden by maintaining 
i t s  low pr ices  o r  a t  l e a s t  by only  passing on the  marginal  costs 
o f  new Soviet o i l  production  in  the  high-cost  areas o f  Siberia. 
S t i l l  the  Eastern  countries  are  being somewhat protected  price- 
wise i n   t h e  o i l  sector  as stated  in  paragraph 4 .  by the upward 
pr ice   revis ion o f  certain  East  European exports t o  the  USSR and 
the  extension o f  Soviet   credits  via.   the  International Investment 
Bank ( I I B )  (detai ls   not   avai lable)  D Presumably as a counter- 
service f o r  such credi ts ,   the   East  European countries w i l l  now 
be required t o  make investment  resources  available t o  help  develop 
Soviet raw materials.  ILhile no data  are a t  present t o  hand on 
the   var ia t ions  i n  such  'investment costs ,   ' these i v i l l  most l i ke ly  
be based, among other   factors ,  on the  individual  country's  in- 
vestment e f f o r t  as well as on i ts .poli t ico-economic  status  within 
COPIECON" 

. .  

6 .  O f  course, it must be assumed that  Soviet   credi ts  w i l l  
be made available  throughout  the  Eastern  countries  not  merely t o  
avoid  the  kind of unres t   tha t  produced the December 1970 Pol i sh  
protests ,   but   addi t ional ly  t o  fur ther   ra i se  the  indebtedness of 
the  East  European countries,  a fac tor   tha t  can  only a s s i s t  Moscow 
ultimately i n  i t s  pol i t ical   object ive of closer  integration. 

7 .  Finally,  it may be anticipated  that   the  Soviets w i l l  
rapidly a l s o  readjust intra-COMECON prices  t o  ensure that  t h e i r  
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E A T 0  C O N F I D E N T I A L  

a l l i e s  do not pay e i the r  above o r  a t  world levels  and concurrently 
t o  avoid the risk of national  discontent. 

U. c> The  new Soviei, price  increases have c lear ly   a r r ived   a t  
a bad-.-t.ime ..for the  Eastern  countries. Moreover, these  countries 
have apparently  almost  exhausted any poss ib i l i ty  o f  extensive 
gro!;rth. To rn:.?dernise' their economies, a l l  the Eastern countries 
need rasid. evc!..:Ltion which can only be real ised by importing  high 
technology; imw-how ,ami .sophistisated  machinery; . Their ~ economies 
are sufr;"cring from the burden D f  spirall..ing Western pr ices ,  the 
m r e  so as si?zce 1370, with t h e  exception of Bulgaria' and Czecho- 
slovakia (where trade  with  the ?krrest has  hitherto been  given a 
low pr.;)file Tor  poli.kica1  reas3.m) p t h e  other  Eastern  countries 
have  s.LgnificarlCly increased t h e - i . ~  &are o f  imports from the 
industr ïa l  Vest c 

3. I-t wcxld s e w   t h - r e f o r e  i n w i - k b l e  tha t   the  new prices  
wi.2; produce a change in  the  terms o f  trade t o  the disadvantage 
o f  t h e  Eastern  countries,  thus  irrcreasing  their dependence on 
the USSR and representing a considerable real cost t o  the  Eastern 
economies. US experts   ra te  the deter iorat ion  in   terns  o f  trade 
vis-A-vis the USSR as follows  over  the  next  Plsn  period (1976.- 
1980) on an anncal  basis: Hungary: ll%* Czechoslovakia: 20%: 
Poland: 1@6; Bulgaria: 7%; R.omania: 2%. Naturally the  net 
e f fec t  f o r  each country will depecd on the impor t  and export 
prsduct mix. 

10. 'To m.i:?.taiR a. given volume o f  t rade with the USSR, 
E3s.Ler-n & r + o p  -:ii:Ll probably be forced t o  divert   exports from 
the West .in tk ri:edium-term t o  the 'USSR axd thus   sacr i f ice  much- 
needed i m 3 ' 3 r L ; s  from -the Vest. Calculating  the medibm-term 
deterioratiorl o f  the Eas t  European terms of trade  vis--&-vis  the 
USSR a t  -.. 1.276 and total   Soviet   exports  towards i t s  Eastem  part-  
ners  in 1374 a . t  some $141 b i l l i o n ,  a l l  th icgs  being equal,  the 
l975 ds te r ia ra t ion  .for Eastern Europe could be o f  t h e  order o f  

t a i l ed  and economic growth is. l i k e l y  t o  be decelerated,  while 
l iving stzndards will also be adversely  affected. 

$3, C? b.il1.j. . L ?  on. As a result ,   technological  progress will 5e cur- 
.I . . 

IPPACT BY ZCIUNTRIES 
-I"c"I""" 

II. The impact o f  the above-mentioned deter iorat ion 
annually  over  the  period 1976-1.980 can also be expressed 
qwnt i t a t ive ly  by r e h t i n g   t h e  char,ges t o  the C W  s i ze   i n   t he  
ccuntries involved. 

, .  

(a )  Hungary: trade with the USSR i s  about  one-third o f  
- R E " = = - -  gary's t o t a l  t rade which equals  around oEe-fcurth o f  
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i ts  GNP.  Here t h e  impact of  the  terms of  t rade down- 
turn  would be equal t o  almost 1% of GNP. Although not 
su f f i c i en t  t o  point,  t o  an absolute  decline  in economic 
act ivi ty ,   the   resul t   coulbaffect   considerably Hungary's 
growth and development. A Financial Times report aatkd 
11th September reported a Soviet-Hungarian  protocol on 
Co-.ordination o f  the  next Five-Year Plans o f  the two 
-countries which provides f o r  a 4096 ïncreasë o f  two-way 
t rade with Hungarian imports o f  o i l  and other  fuels 
r i s ing  by 60% compared with the  current  Plan  period. 

Czechoslovakia:  again,  the  impact would  seem t o  be far 
from negligible with a 1% decline i n  GNP, s l i gh t ly  
higher  than f o r  Hungary and the most se r ious   in   the  
bloc, due t o  t he   f ac t   t ha t  o i l  accounts for a re la t ive ly  
high  proportion of the  country's  imports from the USSR - 
17% i n  1974 - the   largest   share   for  any Eastern  country. 

Poland:  experts  assess the Polish  drop  in GNP a t  0.504 
largely a re f lec t ion  o f  t he   f ac t   t ha t  t h i s  country's 
t rade  with the USSR equals  only around 8% o f  GKP. 
Additionally,  Poland's ample coal  Tesources  could 
feasibly  permit a reduction  in  the  currently  substantial  
amounts of o i l  which Poland imports from the USSR. The 
country a l s o  has corlsiderable.copper and sulphur depa- 
sits f o r  export which, along with the  coal,  Could a t t e -  
nuate  the impact of balance-of-payments  problems. The 
indication i s  t h a t  it w i l l  be increasingly  diff icul t  
f o r  Poland t o  balance i t s  t ràde with the USSR during 
1976-19ZO espec ia l ly   in  view o f  that  country's  ambitious 
growth  programme(1). 

GDR: this   country 's   t rade  with  the USSR as a percentage 
F G N P  i s  a l i t t l e  more than 5%. However, because the  
de te r iora t ion   in  Eas t  Germany's terms o f  t rade with the  
Soviet h i o n  w i l l  probably be re la t ive ly   l a rge  - about 
t he  same as f o r  Hungary, t he   h tu re   de t e r io ra t ion  ra t io  
t o  the   s ize  o f  GNP i s  assessed  a t  about 0.7?6(2). 

T l  
t h i s  yea? the- Polish  leaders have c lear lv  t o l d  the  nation 
tha t   the   na t iona l  income will grow by 40-42% ( i . e .  an average 
of 7% a year) as against 62% during  the  preceding Five-Year 
plan ( L e .  10% a year).   Salaries,  which ref lect   the   s tandard 
Of l iv ing ,  w i l l  reportedly  increase by 16-1SG/O9 t h a t  i s  about 
3% a year o r  half   the  average r a t e  of  growth of  the las t  f ive  
years 
Vestnik of 7th October, 1975 reports an  agreement whereby the 
m n - . s u p p l y   t h e  USSR with chemical/metallurgic.al complexes 
Over 1976-1930 i n   r e tu rn  for improvements i n  GDR fuel/energy 
supplies. The GDR will also i n s t a l l   p l an t  on Sovie t   t e r r i to ry  
as Payment f o r  additional  energy  supplies 
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(e) Bu1 ari.a:  apart. f rom Romania (see below) the impact 
&price  increases will possibly be f e l t   l e a s t   i n  
Bulgaria,  the most “integratedft  o f  the USSR’s partners. 
One reason i s  t h a t  manufactured @od.s, f o r  which the 
Soviets are boosting  their   prices v e i y  l i t t l e ,  account 
f o r  a re la t ively  large  share  of  Bulgaria’s imports  

. - .-.. . .. I , .frori the USSR. Further, farm produce, f o r  which i.c 
is: reported  the  Soviet Union has  agreed i n  pr inciple  
t o  pay higher  prices ( t ~  Hungary also) represents a 
large share o f  BulgariaOs  exports t o  the USSR. S t i l l  
t rade  const i tutes  a sizeable  percentage o f  t h i s  
k o u n t r y f s  GNP ‘- over 20% - and commerce with thë  USSR 
t o t a l s  around 50% o f  Bulgaria’s  total   trade.  Conse- 
quently even the  s l ight   deci ine  in   the  terms o f  t rade 
anticipated f o r  Bulgaria  could  vel1  turn  out t o  be a 
s ignif icant   f ract ion o f  i t s  GNP,  probably  around 
o. 2%”. 4%. 

( f )  Romania: the e f f ec t  of the nev price  increase  in  re- 
l a t i o n  t o  GISJ i s  considered as minimal in  the  shorter-  
term, p r i m a r i l y  because  the  country i s  more se l f -  
su f f i c i en t   i n  energy  than  the  other  Eastern  countries, 
it imports no oil from the  USSR and it may  now benefit  
from i t s  new XFN status  granted  recently by the US. 

12. Obviously with their  central ly  planned ecorromiesp the  
East European authori t ies  need. not pass on a l l  the  price  increases 
d i rec t ly  t o  the consumers.  Neverthele2s the  greater  ind-ebtedness 
towards the  USSR over the next  Plan  period means additional  funds 
which must  be found a t   t h e  expense o f  domestic  investment growth, 
already  cut by East European contributions t o  Soviet   projects,  
o r  deferred wage increases, o r  through  cuts i n  public  expendi- 
tu re ,   In  any case the  Cifferences  betxeen East European and 
Soviet  living  standards  (the former in  general   are  higher  at  
present   than  the  la t ter) . ,  - w i l l  most probably be sornevhat .reduced- 
i n  the msdiurn-term ae the Eastern  countries  experience  slower 

a b i l i t y  t o  procwe Western  technology i s  able t o  maintain i t s  
growth r a t e  a n i  thus  consolidate i t s  economic and p o l i t i c a l  hold 
on the area(1). 

’ growt*h, and the USSX, Sy v i r tue  o f  i t s  raw material  base and 

B. Current yu and f s tu re  East-European  development of Soviet 

13. Joint investments f o r  the development o f  natural  
resources or -  t h e  building of . , p l w t s  i,s -110 new phenomenon within ru W és’cirns.tes of-per capi ta  ?%P f o r  the USSR ar,d the East 

resources 

Europem  countries  in 1974 are  $2,195 and $2,572 respectively. 
Hovevzr9 -these indicatorE. may be  miEleading in   t ha t   t hey  do 
nat r e f l ec t  the wiee regional  differences i n  l iving  standards 
in c5:rtain o f  the  East European countries and espec ia l ly   in  
the  USSR 
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ED/EC/75/71 

COPIECON. ??hat i s  new about  recent  seemingly  future  practice i s  
the growing  magnitude o f  the  investments  provided on cred i t  and 
the  much  more varied forms they are  taking(1).  12 the  past   the 
East European countries  Co-operated.with  the USSR within  the 
Integration'Programme  primarily by supplying  investment goods. 
From  now on their   contr ibut ion will be increasingly supplemented 
by ac tua l   par t ic ipa t ion   in   the   cons t ruc t ion  o f  a project ,  some- 
times  sending t h e i r  o m  workers and spec ia l i s t s  t o  the USSR f o r  
that  purpose. 

14. Ultimately,  such  joint  investments may however be 
viex3:ed a s  a log ica l  economic step by the  E a z t  European countries 
i n   t h a t  for most o f  them (possibly with the  exception o f  Poland 
and Romania)-; such  investments would be inevi table  anyway t o  
ensure  re l iable  and stable  supplies of  v i t a l  raw materials, and 
capi ta l   inputs   required for t h i s  outside COMECON could  well have 
been far   higher   than will be the  case  inside  the  org~tnization(2).  

Financial  aspects o f  East European involvement 

15. 'Jrith a l l  the  Eastern European countries  already spend- 
ing up t o  30% o r  more o f  their   nat ional  income on investments, 
the  additional funds required f o r  j o in t  CONECON projects  i s  a 
burden o f  some magnitude on top  of  that already imposed by the 
change in   the   t e rms  of  t rade and the i r   shares  of investment  re- 
quirements  financed  through  the  Investment B& f o r  Economic Co- 
operation (IBEC). 

16. It can be anticipated that  most jo in t   p ro jec ts  planned 
or under way will in   par t   requi re  Western  equipment,  purchase of 
which must be  shared by the  Eastern  countries, An unequivocal 
example i s  the  Orenburg project ,  where much o f  the equipment 
will have t o  be  purchased from the Yest which w i l l  const i tute  a 
considerable  f inancial   as  well   as a manpower resource  burden on 
the  Eastern  countries. 

17. When most long-term credits  are  provided by one country 
t o  another, some reduction o f  dorne,stic.  investment  capacity i s .  
usual ly   entai led,   especial ly  when an acute  shortage of cap i ta l  
e x i s t s  as i s  generally  the  case with Eastern Europe. Re-financing 
o f  credit  may.help t o  reduce at   least   the   apparent   s ize  of the  
problem,  but  the  capital-exporting  countries,  i .e.  the  Eastern 
countries  providing development c red i t s  t o  t he  USSR, must then 
f ind   t he i r  own credi tors .  The resul t ing  "arbi t raget1  in   credi t  

F o r  example Appendix C to AC/127-D/514 contains a lis?; of 
Czechoslovakia's  participation  in  such  projects. 

(2) See Annex I? f o r  information on the much publicised Orenburg 
gas  pipeline (1,700 miles) from the  southern  Urals t o  the 
Soviet-Czech  border 
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terms may well be t o  the  disadvantage o f  the East European 
countries,   since  relatively low i n t e re s t   r a t e s   a r e   u sua l   i n  
intra-COKECECON dealings and the  re-financing o f  non-convertible 
currency  loans  via  the  Euro-currency market i s  highly  improbable. 

18. In  other words the growing divers i ty  o f  East Europezn 
investment-.in the USSR raises   ser ious problems of commensura- 
b i l i t y :  how are  the  values o f  these  disparate forms of invest- 
nent t o  be  converted  into o r  recalculated  in  terms  of  the 
transferable  ruble?  Expenditure  actually made i n  various non- 
convertible  national  currencies p wide differences  in   pr ic ing 
pract ices ,   d i f ferent  approaches t o  nethode o f  determining wages 
and cos t s ,  the  tfintrusiox'l o f  market-determined  elemente from 
the Vest - a l l   t h e s e  factors  wil1,have t o  be  harmonised into a. 
consis tent   ent i ty  and the burden will ultimately be that  o f  the 
liSSR's Eastern  partners. The larger t h i s  burden, the  easier  it 
becomes fcr Moscow t o  control and influence i t s  partners.  

C. IIL- COPECON multinational "7Yr bodies - 
19. Production  specialisation i s  a relatively  recent  addi- 

t ion  t o  COMECON'S range o f  methods f o r  achieving  closer  inte- 
gration. The problem i s  complicated by the   d i f fe r ing  econonic 
and indus t r i a l   l eve l s  and government objectives  in  the  various 
East Eur0pea.n countries. Romania, Bulgaria and Hungary, f o r  
exanple, wish primarily t o  strengthen  their  industr5al  base and 
consequently  are  not keen t o  accept 'any  significant àegree o f  
specialisation  unless it brings them re la t ive ly  quick economic 
returns. Other impeding factors  include the  pers i s ten t  lack o f  
comon technical  standards and  econornic c r i t e r i a  which would 
zï?.ow iadividual merribers t o  eva lua te   the   re la t ive   p rof i tab i l i ty  
o f  such projects.  Nevertheless,  under  pressures fromMoscow 
COF.TECON has developed a number o f  organizations t o  promote 
special isat ion and R and D,  and t o  encourage  intra-bloc co- 
operation(1). 

20. ?.%île l i t t l e  i s  knom o f  the activ.i.%.$es o f  these and 
o t h r  socialist  *)nultinationil ' l   ente,rprises, it i s  c l ea r   t ha t  
all- nay make a substant ia l   contr ibut im t o  the Scvke t  defence 
sector  as  well  as providing R and D t o  key c iv i l ian  'braaches 
of Soviet  industry. ITn i l sL  the  par t ic ipat ing amber  countries 
w i l l  c lear ly   der ive some advantages € o r  use a t   na t iona l   l eve l ,  
as with the  jGint  ventures  descriSed above (B) p it i s  evident 
t ha t  what MOSCOW'S partners   t ransfer   in   terms o f  R and D, new 
teslmological  processes o r  advanced machin.ery t o  the USSR, may 
be rzirnbursed by -i;k;.e USSR a t  a later  date,   frequently  uaspecified,  
c m c  the  f r u i t s  o f  the  R md  D have beer? applied, but this re-- 
pre,cents a very real. burden i s i  tha t   the  East European par t ic i -  
p m t s  hav-e no choice  u1,timateI.y  as t o  the  destination o f  t h e i r  
R and D iriput. 
m e  ilrlnex IT1 -," 
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II e 

21. Ln..'acldition to the  three  elements  outlined zbove, 
other  factors both very recent i n  origin o r  fobg-stmding may 
zlso become of  c ruc ia l  fmpor'tt.Yce i n  Ploscow's e f fo r t s  t o  zchieve 
a grea ter  degree of hegemony. Those include: 

'L' 

5"- US r a in  f o r  Soviet o i l :  in   recent  weeks the feasi- 

import between 5 and l5 rnillion  tons o f  US grain 
ove'r a number o f  ;years ( O  minimum o f  f ive  years 
is suggested). It has- been 
reported tha t  the US has suggested  Szviet o i l  sales t o  
the  United  States  as p a r t  o f  any new deal. Should this  
goal be real ised,  even with the small amounts of o i l  
probably  called for by the US, the USSR could  well be 
obliged t o  accelerate i t s  demand t o  i t s  East European 
partners t o  in tens i fy   the i r  investnlent in   S iber ia ' s  
o i l f i e lds ,   i n   o rde r  t o  meet both commitments t o  the US 
and,  concurrently  satisfy  the o i l  needs o f  i t s  a l l i e s  
throughout C O ~ ~ C O N ( l ) . ,  Some o f  the US grain purchased 
f o r  Soviet  account  could well be re-exported t o  the 
Eastern  countries, which especial ly   in  1975 .we re- 
pclrting poor harvests  (e.g. GDR and Poland). 

. .  
ili y ha5 been discussed of  the USSR agreeing: t o  _T?_I 

COMECON currencies:  during  the  period 1975-1980, it is 
intent ion t o  establish  the  pre-requisites  for 

a single exchange r a t e  f o r  each COMECON cuu&ryt S 
national  currency; the date f o r  the  actual  introduction 
o f  t h i s  s ing le   ra te  i s  t o  be determined soon afterwards. 
It should be recalled  that   currently  the  I t traqsferablelt  
ruble i s  merely an accounting  unit  devised  to  enable 
COPBCON members t o  balançe  their   trade  multi laterally,  
and whose p a r i t y   i n   r e l a t i o r t o   n a t i o n a l   c u r r e n c i e s  has 
not  been defined. Each CONECON member has an account 
in   t ransferab le  n b l e s  with IBEC i n  Moscow, u t i l i s i n g  
it t o  balance commercial  exchanges with other members. 
In other woTds, the I S E C  a c t s   l i k e  a clearing  house, 
central is ing a l l  operations, and enabling mult i la teral  
settlements i n  transferahla rGbles, m -  

' I n  addit ian t o  Emgary's increased o i l  and other  fuel needs 
o v e r  the next Plan period  (see (a) page 3 ) ,  Poland has  reported 
that it will receive  over a million  tons  nore o i l  from the  USSR 
i n  1976 and Czeckoslovakia has arAnormcel: a 4376 increasa  in o i l  
and power de l iver ies  from the  USSR over the .present  Plan period 
during 1976-1930 
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p*.- N A T O  ' C O - N F I D E N T I A L  
" 

This  system which i s  theoretically  adapted t o  the needs 
of an economically  sealed and ful ly   central ised complex 
has,   in  fact ,   turned  out t o  be clumsy and disadvanta- 
geous. The t ransferable   ruble   as  an accounting  unit 
merely re f lec ts   the  exchange o f  goods .and i s  nei ther  

.convert ible   in  any COMECON nations1  currency  nor i n  
t h a t  of any third  nat ion.  Not only  does  bilateralism 
tend t o  i s o l a t e   i n   p r a c t i c e  intra-COMECON trade from 
the  remainder o f  the  member nations' economies, it 
also hinders  external COMECON trade.  

(c)  COMECON pricinK:  prices  in  transferable  rubles  are  set  
by mutual  agreemnt on the  basis  of ffInrorld prices from 
which the  noxious  influence o f  cyclical   factors  charac-- 
t e r i s t i c  o f  t he   cap i t a l i s t  market" have  Seen elimina- 
ted(1) .   In   fac t  t h i s  principle has not been adhered 
t o :  prices  are  based on world leve ls  o f  arl e a r l i e r  
period  (primarily 1964 pr ice   l eve ls )  and so have l i t t l e  
t o  do with current world r a t e s  - 2 difference which 
becanle especially marked i n   t h e  caze o f  raw material 
pr ices   in   the  per iod lÇ73-197rC and which p a r t i a l l y  
explains  the upward revis ion  in  1975- In  other vords,  
-the current  imperviousness o f  the  system i so la t e s  
CO?ECON nat ional   pr ices  arrangements which bear no 
re la t ion  t o  those  operative on world markets. 

24. Clear ly   un t i l  COMECON goods a re  allowed t o  be exchanged 
freely from one country t o  another i.t i s  hard t o  see how the  
ruble can become truly  transferable.  Unfortunately f o r  the  
Eastern  countries,  the USSR i s  so  much l e s s  concerned with ex- 
ternal   t rade  than i t s  CONECON partners  (Soviet  foreign  trade: 
5% of  GNP conpared with around 30% o f  GNP f o r  the  East European 
count.ries)  that  f o r  Moscow  commerce and exchangè matters have a 
re la t ive ly  low pr ior i ty ,   apar t  from the  marginal  although impor- 
tan t  need f o r  Western  advanced  technology. 

x 

III, COMECOM INTEGRATION: CONSEQUEWES .AND FOWCAST 

(l) Overall  trends:  in  the  shorter  term, it would  seem t h a t  
most developments  within CONECON, i.e. special i ra t ion,  
finance or t rade,  will continue t o  be worked- out 
b i l a t e r a l l y  between the  USSR and i t s  partners.  On the 
other  hand, the problems raised by t ne  new pricing 

(1) Section 4 ,  Article  2.3 o f  the  Complex  Programme 
(2)  Presumably mare detziled  information on the inlpact of the  nev 

pricing system w i l l  become available a t  the s t e . r t  of the  next 
Plan per iod  (1976-493O) 
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system, the  pressures on the  East European countries 
t o  invest  more ac t ive ly   in   the  USSR, the problem o f  
internal  currency  prices,  and o f  course  national  fr ic- 
t ions  w i l l  a l l   cont r ibu te  t o  impeding the  attainment 
o f  PIoscow~s goal of economic integrat ion  in   the  fore-  
seeable  future * 

(2) L i v h  standards:  confronted with the  greatly  increased 
"m both the  West and the  USSR, there  w i l l  
be a need f o r  far   t ighter   eff ic iency  in   planning if 
living  standards  are  not t o  f a l l   t o   t h o s e  of  the  Soviet 
Union. This need i s  already  being f e l t  and ref lected 
i n  a higher  degree o f  cen t ra l   cont ro l   in  such areas 
as imports and investments -- a l l  t o  M O S C O W ~ S  s a t i s -  
faction.  Indeed,  there may be an inevitable  longer- 
term  rapprochement o f  Soviet-East European l iv ing  
standards due t o  the slowdown i n  East European  growth 
and the  concurrent slow but  steady  upturn  in  Soviet 
standards,  despite  the  obviously wide regional  differen- 
t i a l s   i n   t h e  USSR both i n  terns o f  social  conditions 
and i n  income - f o r  example, indices  established f o r  
earned income i n  1973 (USSR = 100). varied from 55 f o r  
Azerbaidzhan t o  128 f o r  Lithuania(1). 

(3) Planning: on the  other hand, the COPECON drive towerds 
closer  integration o f  plarming i s  also giving management 
broader  decision-making powers aimed a t   g rea t e r  p r o f i -  

. t a b i l i t y .  The COMECON t rade  pr ice  system w i l l  almost 
cer ta in ly  be restructured  in  the medium-term with the 
aim o f  stimulating  production and boosting  excorts 
t o  the  Vest a 

.. . ?  The th rus t  towards integration  nevertheless  calls  f o r  . .  . 
. .  

considerable  confomity  in  planning  procedures and 
ecor,omic pract ice ,  and as  Moscow' S influence grows 
within  the  bloc,   the chances seem diminished f o r  t he  
type of national economic experiment that   characterised 
the 1960s i n  Eastern Europe. 

(4) CO?/IECONts external image: it i s  in   ex te rna l  COl4ECON 
policy where the USSR would l i k e  t o  r e f l ec t   t he  image 
of an internal ly   integrated COPECON speaking t o  tne 
outside world. Again the  Romanians f e a r  that  t h i s  
voice would inevitably  not speak f o r  the  special  in-  
t e r e s t s  and needs of the  less developed COPECON mem- 
bers:  hence  the Romanian resistance t o  supranational 
contacts  unless supplemented by national  ones, Romania 

11) cf  footnote (l), page 5 .L 

.. , 
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t m d s  now t o  f i nd   i t s e l f   i so l a t ed   i n  i t s  opposition 
t o  tighter  Soviet  contrGl and may well be  forced t o  
accept some form of compromise. 

(5) The Rommians remain the outsid-ers t o  soine degree, 
a l t h m m s  mbiguous why Moscow permits this.  
The  Romanian f ea r  is t he   r ea l i s t i c  one t h a t  however 
equitable Mascow's integration plans may be in  theory,  
the   d i spar i ty  o f  economic strength between the Soviet 
Union and i t s  Zast Earopean partners  could and in   t he  
longer-tern  p'robably will lead t o  t h e i r  'being woven 
in to  a fabr ic  o f  total economic dependence on the 
USSR, whereas the converse i s  unimginable. 

( G )  W- Armamants: although l i t t l e  data are available on the  
arraarnenls sector,  the  extznsive  co-operation  envisaged 
in   the  next  P1a.l period. i n  most branches o f  c iv i l i zn  
engineering is 'bmnd t o  inc1:rde R and C. i n  a number of  
f i e l d s  which r e l a t e  t o  defence needs. There i s  e v e r y  
remon t o  assume that the  Soviets will continue t o  
exploit  the armments output  potent ia l  of  their 
CODECON partners  increasingly over the  next  f ive 
years, espec ia l ly   in  an attempt t o  ease the burden 
from the  Soviet  Union's OFJE n i l i t a ry   s ec to r .  

The aggregate data  presented  in t h i s  brief  report  on 
COiviECON's evGlution  vinequivocally iadicate  that the six E1x:lpean 
COPECON p a r t w r s  o f  Xoscow (i, e including a very reluctant 
Romania) will cent ime t o  be forced i n t o  a t i g h t e r  economic 
dependence on the VSSR. In  view o f  the overwhelming dependence 
or^ the  Eastern  countries on Soviet  energy and raw materials,  
the USSR emerges increasingly as the main beneficiary within 
its bloc. 

I 

i 

i 
i 
i 

i 
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bhen completed the  pipeline will enable the Soviets 
t o  continue t o  meet the  grea.ter  part  of  East European require- 
ments. All s ix  Eastern  countries w i l l  be involved,  over 25,000 
sk i l led  aad serni-s,killed  workers will reportedly be employed i n  
the-.U%R,on-.the  construction, and each  country i s  responsible 
f o r  financing i t s  own contribution. 

The Orenburg gas pipeline  project  has bee2 praised 
throughout. COP!ECOM as a model o f  international co-.operati.on and 
integration  within  the  bloc. The project  presents  certain  charac- 
t e r i s t i c s  which will probably  typify  other such joint  ventures. 
These include: 

(1) the East Euro eans' need f o r  dependable energy 
(raw material P source; 

(2) the  Soviet Unionss possession o f  a h i ther to  undeveloped 
source ; 

(3) East European investment i n   t h e  development of Soviet 
remUrces with repayment t o  be made by future   del iver ies  
from them; 

( 4 )  large-scale   direct  involvement of foreign  nat ionals   in  
work on Soviet soil. 

The form i n  which the  llintegrationlt  aspects of the  
Orenburg project  are  achieved  in  the COMECON context  are  essen- 
t i a l l y  a ser ies  o f  bilateral  co-operation a.greements  between the  
USSR and the individual Eastern1 coantries;   therefore  the USSR 
retains  con'glete  control over the  project  as the common l i nk  
with a Soviet  organ  (Soyuzintergastroy)  as  the supreme direc- 
to ra te  f o r  the  proJect.  

Other  llintegrationlf  proJects  either planned o r  under 
way, prescnably on the  same s t ruc tura l  basis and involving  a11 
o r  most o f  the Eastern  cour?tries.  include: 

(1) the  Ust I l imsk  pulp combine; 

(2 )  the Kiyemhay asbestcs  mining/enriching combine 9 

( 3 )  the  ECursk metallurgical combine; 

( 4 )  the  Vinnitsa  (Ukrzine)--AZbertirsa (Hungary) 750 k i l o -  
v01.t  power transmission  l ine as pa r t  o f  the  projected 
CO?,BCON unified power system. 
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'?hile very l i t t l e  information is t o  hand on other 
joint investment pro jec t s  on Soviet t e r r i t o r y ,  it is known that 
these include plans to construct major enterpr ises  to poduce 
yellow phosphorus ammonium phosphate, titanium dioxide, isoprlene 
rubber, plant  f o r  tiixbzr development and coal  mining. 
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SOCIALIST PIULTIMATIOMAL ORGANIZATIONS 

The following were among the main organizations  in 
a t  the end o f  1974: 

Interatoministrunent:  co-ordinates  applications o f  
nuclear R and D, manufactures  measuring  instruments, 
apparatus f o r  radioisotope measurement f o r  nuclear 
medicine, and special  inEtruments f o r  isotope lzbora- 
t o r i e s ;  

z d d r  all equipment used in  the  construc- 
Interatomener O: assures  co-operation  in  production 

t i o n  o f  nuclear power p lan ts ;  

Intertekstilmash:  co-ordinates  research,  fabrication 
and after-sales  service of t e x t i l e  machinery, also 
f o r  standardizing an industry which directly  reaches 
the consumers and  whose supply i s  far  from meeting a 
growing demand I 

Intertalonpribor:  designs apparatus i n  diverse mea- 
surement s fields  including linear $ mechanical,  thermal, 
electronic and the  frequencies  sector; 

Interkhimvolokno:  research in to  chemical f ib res ,  co- 
ordination of supply o f  equipment and raw materials 
t o  this industry, 

N , , A T , O  C O N F I D E N T I A L  
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