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USSR seem Lo have given i n  this f i e ld  rnox than she has received, 
Specf alisation has been a tempted: the p ~ o d ~ e t i o n  of certain types 
of  industrial goods is  allocated t o  eerta3.n eo~mtr ies  (e 
producing m l t s  i n  Czeehoslov~kia, ref rig era to^ cam w i t  
mechaarf ea l  refrf gerati in the Soviet-occupied Zone of 
etc,), or the manufact zes of the sam 
is allocated to n r i o  he USSR has re 

uf 3.d LUPM nes above % 00,000 kw) , 

5. Sevberal common projects are carried out Aoint 
OW comtapie the most eonspf cuous being e Pricndshw 

fch is intended t o  fmnspor% 
DEean s a t e l l i t e s ,  and possibfc othe 

so been made t o  eo-ordinate eco st 
ewosk of' annual stages of ca e m  

plans, and more recent i n  dovetailing as 
Bonge~-term plans themselves, 

e importance and 
ent of Bnteg~aQion of  the economies 
e Sovie$ Bloc, Such an. assessment, 

tely elear  which 

i) 1% seems that after several y e w  f stagnation dur 
the period i ediately after the r, when Russia T~O.S 
mainly come ed w i t h  exploiting e sodcll i%es in the 

I rSk repcrntions for &rnage, C ON has promoted 
:w and more balcnced form of' co-op lon  w ithin the 

Soviet bloc, 1% i s  most l ike ly  that th is  activity w i l l  
continue t o  expand i n  .&he future, 

results o f  the increased act2 
years, although pe~eep t i  ble f 

t ed  owing mostly L o  the n a t u ~ a l  tendency of' 
t o  r e s i s t  fonams of co-operation implying l o s s  
their political o r  eonomic independence, m d  
t o  the complexity o the  maehinel~y set up, 





development of eo-operalfon in  the  fl?ce world i s  bound t o  
hme some inf'luc-nm on the economic GO-operation w i t h  the 
Sino-Soviet %looe C @rented as n rcsgonse t o  the 
establishment of the was charged wit11 inplcmcnting the 
ldarshall Plan for Europe, i s  not t o  bc cxelu-ded f2m-b fur ther  
progress i n  economic eo-operation in the Tree wor 0th wwi~~in 
the European Eeononic Corzmmity and r d s o  i n  the f of' closer 
gar tnership be twc m o p e  a d  America nay induce cornmist leaders 
t o  m&e kenewed e o p t s  $0 i ~ ; ? p ~ o ~ e  the119 own economic relations, 

4 ,  'l&e comei l  of L n q l  Economic Assistance C Q ~ ~ ~ ~ )  was 
s e t  up i n  January, 3 9&gs iginalay as a co.lsn&emea re amins t  t~ 
Uarshall Plan, but becane seriously active only after f956, when 
i t s  orgmizaj;ion began t o  r a m i f y ,  Its oM'Scial ain IYZS described 
in the 4 959 s?evised version o r  the CO19fi;COH Charter as fo l lows :  

I t  Council f o r  E4utuaL Economie Ass%st,zncc has P n  view, 
ougll the union and co-ordimtion o f  the efforts of the 

member c xmtsics,  Lhc s.ystcma$ic development o f  theirs 
economics, the speeding chp of economic and tcchniccl progress 
i n  these c o m t ~ i e s ,  t h e  misi fmhstl.hl lcVel of 
hose e,o.mtries w i t h  a less 

2, With q view to assessing as   fa^ as possible the real 
fifieance o: COEtiECOH, it f s attempLed i n  the present notez 

3 ) .to describe i t s  s t m e t  e and M c t i o n s ;  
2 )  Lo emnine %Pie progress it has so f a r  achieved md 

:its r u t w e  prospects, 

fe STRUI"3T-aE LLJllII 
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L ~ ~ o ~ d i n g - t o  its statwtcs, CO;.iXQ,N is now open t o  a11 
ie s , European and non-b"us.opecn, Bulgaria, Czechoskomkh , 

khngarg ma ?ol.and were with the USSR among t h e  f o m d c ~  aaa%fons, 
R m i a ,  h l b a n h  and East G e m a n y  joining m e  organization slaoptl 
aftemrards. ]:a June, 4962, the necessary rnodffica"k;ons i n  the 
C b x ? t e r  of CONEEON w e ~ e  made to allow admission o - E U P . O P ~ ~  
cowrtrics and. Outel? Mongolia 'dares accepted as n ne 

er ,  but occasionally sent o 
4957@ In 4958 she l o s t   he^ obse~ver sta tus  

and app2ieations t o  recover it have s o  far app i~en t ly  m e t  with 
sal ,  Corntwis t  China, although invited as  an obse 
sstentat ic~usly absent from the two l a s t  Plenum I'iee 

]De@cnfer, 4 964 and June, '1 962, although she seems t o  have ~se~umed 
a~%icipation i n  some of' the COiliEXON Corrmittees, Albania, although 
0% formally excluded, ms conplctely ignored Pn recent non"cs and 
retested a t  h c : ~  exclusion, The at t i tude  of Lhesc countries gives 
rther proof of the internal  dir-fieult ies within %he SSno Soviet  

bloc, 
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for econonic, is cientific and t eehnical collaboration have so far 
been set up only between pairs 0% count~ies that have reached a 
relatively advanced str.ge of deevelopment, East &rmrtnys 

akla and Poland ve established bilaterEl1 comf ttees of 
thi s ki nd 'be%vaeen themselves, 

9, m e  are concerned with chemical 
indusl~y, Fore y of complete plant units, 
building, engineering, economic questions, Lsansport, o i l  and gas 
industry, non-ferrous metals, agriculture and forestry, coal 
industry, ferrous metals, light and food industries, electric power, 
defence indust~y, and atomic energy for peaceful gurposes (set up 
in f 960 ) ;  Science, technique and economic eo-operation are 
invariably p:taominent objects of" attention, The headquar'cerse of 
the Standing Commissions are located in the various capitals (six 
of them are in ~oscotv) and the Chairman and Secreta~y of' each 
Commission are nationals of the country where the seat  of the 
Commission in located, In other respects, the  omm mission fre- 
quently have varied organizational forms, They appear to hold a 
osition wiL2ii:n CGlLECOM somewhat analogous to that of" the Ministries 
ithin'the Soviet system: they'rep~esent a specific field'of 
conomie activity within which they ape responsible for general 
admfnistsatfve action, In June, 4 362, it was decided to create 
the following standing comlssions: fo standapdi sation, for 

on of scientific and t echic 1 research and fop 

q0, Ihch missions has set lap a amber of 
Sub-Committees whose frequency of meetings has 

natc Lo the Standing Commissions 
e m d  forestry, building, chemical industry, fesrous 

metals and th.e light and food industries account for the vast 
ma3 or4 ty of r q~orted~ meetings, 

9 1 .  In addition, $here are a few multilatc~al bodies which 
a m  not ineludc:d in COIECON, For instan&, all Communist countr 
including Chiw. and the Asian satellites, participate In the join 
nuclear research insti tu%e at Dubna (USSR), In milway t~anspost 
there is scope for better eo-o~dination, as in COIGCON count~ies 
railways merc const~ucted awo~ding Lo a varied 

11 using dif"fe~en-6 gauges and sa~eious types 
) An C'~rganization for Railway Co-operati 
6-1 957@ Communist China has been more interestea in this body 

MECOEil, and non-bloc eqcrts have occasionally attended 
s ,  The special Standing Commission for t~anspo~t, csea%ed 

by CBiECON In Januar 1 95g9 keeps in touch with the "Q~ganizntion 
Railway Co-opera i ong' by exchanges of information and reciprocal 
Lfoipation in confe~ences, 

Functions (4 ,-,- 
aneral, the Stmdi g Colamission exchs-nges information, 
ethods and formula es ~econmcndations, O n  the whole, 

2% woulde scern that the two subge ts which now reeclve nost attention 
in @OEEEECON a m  the chemical and construction industries; trade in 
complete plants either wi n the bloc or outside is c 
specially irnpor-bcanL, CO ON fs supposed to co-osdin 
production within the Soviet bloc, and a Standisle; Commission for tile 
defence industr~r has been in existence at least since 1958, although 
its activities ?lave never been reported publicly. A " ~ u ~ ~ ~ ~ ~ ~  
Communist Agsicultural Confercnce'>eld in Moscow in 
WLTO COVIDEXTUIL -- -- -8- 



February 1960 urged COMECON t o  study p o s s i b i l i t i e s  of fu r the r  
ag r i cu l tu ra l  special isat ion,  In te res t  i n  ag r i cu l tu ra l  matters 
had r . f i l  then been focussed on foreign trade i n  a g r i c u l t m a l  
products, on ag r i cu l tu ra l  mochanisation and e l e c t r i f i c a t i o n ,  
and-, more recent ly ,  on r u r a l  building. A s  a whole, GOldKON 
seems t o  have been l e s s  concerned than might have been expected 
with defence and agr icu l ture ,  tvo subjects of p o l i t i c a l  s ign i f i -  
cc"ace, in general,  however, there has been progress from 
discussions and exchanges of information t o  the solut ion of 
concrete problems* 

13. In  recent years, gror:i;~& c t t en t ioa  has been given t o  
consults-hion, co-operation and exchsnges of information on 
economie r e l a t i o n s  w i e h  non-Corn-mist countries,  Some co- 
ordination of economic ass is tance plans t o  the  less-6eveloped 
countr ies  of the f r e e  world seens t o  be undertaken, and progzess 
i s  checked on implemenCation i n  areas where ,more, than one COIdECOl? 
member has projec ts  under way;. Narket research and da ta  on trade 
oppor t~mi t i e s  a r e  shared, and arn e f f o r t  has been nade t o  el ininake 
conpeti t ion betveen bloc S U - ~ P U ~ ~ S  i s e l l i n g  to f ree  tvorld 
c o u n t ~ i e s .  

14. For formal  purposes, COHECOIT i s  a committee of equals 
and no recommendations z r e  l ega l ly  binding unless confirmed i n  
subsequent bilateral agreenents, Nevertheless, the USSii's 
leadership i s  t a c i t l y  accepted, and through d i r e c t  representat ion,  
'as v ie11  as through the Communist p a r t i e s g  nachinery, the USSR 
has often used her  doninan.t s o s i t i o n  t o  induce o r  enforce co- 
operation on z;ltatJzers o f  p a r t i c u l a r  iaportaslce t o  Soviet interests, 

11. PROGIiESS ACi3IEVED jLWl &WTlJRE PROSPECTS 

15. D i f f i c u l t i e s - o f  n general nature encountered by the 
Soviet bloc i n  its aove towards economic in tegra t ion  must be 
kept i n  mind vhen exmining the achievements and the  fu tu re  
~ r o s p e e t s  of COJ.13C;ONe .. 

P 

(a) Di f f i cu l t i e s  encountered 

16; The pred-omi;lant role played by the  USSR i n  t h e  process 
of the econoaic in t eg ra t ioc  of the  European Communist cormtries 
turns COLZCOX more in-to machinery f o r  a r b i t r a t i o n  i n  the  hands 
of the  USSR thaa f o r  genuine co-ordination i n  favour of COKECON 
as such, although an evolution seems t o  be taking place in this 
respect, Up to 1954-$ the U S E ?  was able t o  dra in  the resources 
of i t s  sa-Lelli-kes t o  i t s  o m  profi-k, an& a t t e a p t s  at direc* 
econoiiiic co-operation between the  s a t e l l i t e s  nere o r i s i n a l l y  
opposed by the  Soviet Union, Since 1955/56t t h e  Soviet Union 
seeas t o  have accepted the idea  of takiag i n t o  account the zequire- 
~ z - t s  0% econouic developent  of the European s a t e l l i t e s  i n  order 
t o  allow the functioning of an i n d u s t r i a l  area which cons t i tu t e s  
one of t he  most important assets of the  Soviet bloc;  but  the  
USSS intends t o  naintain her c o r t r o l  over the s a t e l l i t e s  and t o  
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derive the highest  possible benef i t  f r o m  the economic co-ordination, 
The systea  inwgurated i n  the  peoples'  democracies i s  e n t i r e l y  
dependent oii the  p o l i t i c a l  s q 2 o r t  o f  the  Soviet Union and the  
functioning of %heir  econolilies d c p e ~ d s  on the  sugplies provided by 
thc  USSR: 977: of the &kcopean s a t e l l i t e s q  petroleum comes from 
the Soviet Union, 8Lcj.' of p i g  i r o n  and cerea ls ,  75% o f  i rog  orc,  
67L,~, of co-Gton and 6GS of noc-ferrous ores. COLECON bas no execu- 
t i v e  power, m d  -:;be iaeetings oi" the  heads of the  Comnunist par-Cies 
and o f f i c i a l s  cons t i tu te  the  r e a l  top au'chority, ?assing on 
d i rec t ives  t o  the specialised technical  commissions of COXSCOH, 
thus  subordinatirrg economic requirements t o  p o l i t i c a l  considera- 
tions 

17. The d i spa r i ty  of the  l eve l  of development between the 
variovs nember s t a t e s  cons t i tu t e s  by i t s e l f  a ser ious obstacle 
t o  economic in tegx i t ion ,  as the  i n t e r e s t s  o f  the less-developed 
countries a re  of ten i n  contradict ion t o  those o f  the more advanced 
ones, For instance,  the less-developed countr ies  may f ind it 
d i f f i c u l t  t o  protect t h e i r  new indus t r i e s  from ~0Xnpetition f rom 
h i g h l y - i n d u ~ t r i a ~ i s c d  neighbours producing the  goods a t  a  much 
lower cost ,  The nore advanced countr ies  may f ind  it d i f f i c u l t  t o  
a l isn  themselves t o  the  standardisation imposed by the Soviet  
Union, when their methods are much more advanced than the  Soviet 
ones, Poland ha:; occasionally complained about the  economic 
pr iv i leges  derivcd by the co-tries which are well-endowed with 
natural resourcese The profita3ility of investments i n  countries 
:vhere rav materials are t o  be produced may be i n f e r i o r  t o  the  
r e n t a b i l i t y  of investnent i n  countries developing c a p i t a l  goods' 
i ndus t r i e s ,  and spec ia l i sa t ion  may tend t o  s t r a t i f y  the  prevailing 
inequa l i t i e s  between member s t a t e s .  

18, Thc: Sonmunist camp has so f a r  proved unable t o  overcome 
t h e  paradox of being compelled t o  conduct t rade  behveen Communist 
countr ies  on the bas i s  of the  " c a p i t a l i s t i c "  free world market 
pr ices ,  The u n r e a l i s t i c  f ix ing  of exchange r a t e s  f o r  the various 
Zurogean sa te l l i i i e  currencies adds t o  the pr ice  irrationaliey, 
The rouble sad t h e  B u l g a r i a  l e v  devaluations m a y  be indica-l;ions 
thzt  a  more rational pr ice  system i s  Seing considered, but nuclerous 
adjustments are s t i l l  indissensable before m y  r e a l  progress i n  
"cis p a r t i c v l a r  f i e l d  can be made, These obstacles have s o  f a r  
prevented any su-c:cess i n  the attempts t o  es tab l i sh  a mul t i l a t e ra l  
c lear ing  system ins ide  CGYJCOX, It i s  qmstionable whether any 
r e a l  degree of mult i la teral ism i s  consistent  with the  type of 
na t ioaz l  economic, plannins prevalent i n  the bloc countr ies ,  a d  
conver t ib i l i ty  nay prove ~nconpa t ib le  with the  or ien ta t ion  of the  
economy "conards a naximm r a t e  of growthe 

19. Furtherbmore, within the centrally-plaaned economies, t h e  
tendency tovard-s ver t ical ly- integrated i n d u s t r i a l  organizakion con- 
sei  t u t e s  an alidi-Lional d i f f i c u l t y  hmpering economic co-operation, 
%ach bloc country s t i l l  r e l i e s  mainly on its own systcm of indus- 
t r i a l  standards, which a re  r a r e l y  iden t i ca l  t o  those used i n  other 
countriese In a&dition, the  appl icat ion or" standards varies greatly..  



Zach f a i l u r e  iu the so far  ayreed system of specialisstion and 
standardisation r e h f o r c e s  the  argument f o r  increased se l f -  
sufficiency.  

) Various -.. achievements 

z Technicel md s c i e n t i f i c  collaboration 

23. The main progress achieved by COiXCOiJ has taken place 
i n  the f i e l d  of technical  and s c i e n t i f i c  collaboration.  Xcwever, 
recommendations' of the Council have t o  be impleinented through 
b i l a2e ra l  agreeinen-ks, and some countries benef i t  more than 
others  from the collaboration,  The large number o f  b i l a t e r a l  
re la t ionships  also crea tes  organizational complications. 

21. I n  p r inc ip le ,  tec!mical documentation i s  supplied by 
one bloc country t o  another on spec i f i c  request ,  and the  
country possessing the documentation can decide whetkey o r  n o t  
t o  grant  i t ;  i f  granted, it i s  t o  be supplied f r e e  of charge. 
In prac t ice ,  documentation i s  probably of ten handed over i n  
compliance with Soviet pressure; b u t ,  it appears that not a l l  
requests are i n  fac'e; granted, hlanufaetusing l icences  a r e  pro- 
vided only on the b a s i s  of s p e c i ~ h  &greexents, The existence 

, of' C C X C O E  does i10t preclude menber states f r o m  negot ia t ing 
separakely ei-l-her v i t h  menber o r  non-member i - ta tes  t o  buy 
licences o r  know-how f o r  t he i r  individual  use, For instance,  
the Poles have maintained that they would not have -ko divulge 

secre t  inforkat ion obtained under l icences  f r o m  the  :;Test 
- t o  t he  Soviet ~ n i o h .  Individual  countr ies  are not precluded 

from s e l l i n g  manufactusling l icences  t o  foreign firms, 

22, A s  a whole, the U3gR q q e a r s  t o  give more than she 
receives,  bu% on balance Eas t  Gernany and Czechoslovakia extended 

* t o  the  US52 xi; l e a s t  as much imforrna%ion as they were offeped, 
Polarid and Hungary would a p y u  t o  gain s l i g h t l y ,  while docu- 
mentatior extended t o  the  less-ad-vanced nember countries 
( d b a n i a ,  ~ u l ~ k r i a ,  Eowania) i s  probably grea ter  than nha* csn 
be provided i n  re turn,  hiore recent ly ,  d i r e c t  large-scale co- 
opera t ion  between enterpr i ses  and i n s t i t u t e s  i n  research, 
development, d - e s l p  and production between the  5ndustr ia l ised 
member co-mtr ies  has b e c o ~ e  increasingly promiz~ent, probably 
as a , r e s u l t  oZ t h e  a c t i v i t y  of the b i l a t e r a l  economic co- 
operation comiss ions ,  

23, The first attempt t o  introduce some form of  special isa-  
t i o n  s t a r t e d  tit the end of  1955. Progress i n  t h i s  f i e l d  mould 
?;-z2.tr t o  have been rz the r  s l o w  up t o  now, and i s  encoun te r iq  
some r e s i s t a c e ,  or  at l e a s t  r e l u c t a c c ,  It n i l 1  be noted thzt 
measures o f  spec ia l i sa t ion  and standardisation do not apply t o  
the  USS2, which ( l i k e  Communist China) i s  consid-eyed t o  be able  
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t o  develop i t s  own indus t r i e s  without l imi ta t ions .  I n  1955 and 
.1956 COI6ECOB fomula ted  a number of r e c ~ ~ m e n d a t i o n s  f o r  dis-  
t r i b u t i n g  the production of various types of machinery betxeen 
the member ccuntr ies  ; coalmining equipment was t o  be produced 
i n  the  USSIi, Zast Germany, Poland and Czechoslovakia; power- 
protiucing u n i t s  only by Czechoslovakia; equipment f o r  the  
concentration aid '~rique-kting of l i g ~ i t e ,  and re f r ige ra to r  
ca r s  with mechanical r e f r ige ra t ion ,  t o  be nade only by East 
Germany, Poland nas assigned addi t ional  tasks  i n  mining coal.  
I n  December 1958, t he  t en th  Flenm adopted recommendations on 
specia1isati.cn and co-operation i n  the production of p l a s t i c s ,  
chemical s t ag le  f i b r e s ,  and synthet ic  rubber based on the  
u t i l i s a t i o n  o f  petroleum and na tura l  gases. It also took 
decisions 03 the  mmafactme of mineral l e r t i l i s e r s  and on the 
production 3f various t y p e s  of ro l l ed  metal an& various metal 
tubing, The supply o f  raw mater ia ls  f o r  the various metal- 
lu rg ica l  indus t r i e s  and power d i s t r i b u t i o n  was examined i n  
llay I95qs and fu r the r  measures of spec ia l i sa t ion  i n  the prcaduc- 
t i o n  of mec3inc t o o l s ,  d r i l l i n g  r i g s ,  o i l - ref inery equipmefit 
and excavators were adopted, Gore recently,  ball bearings,  wire 
m i l l s ,  equipment f o r  s t e e l  r o l l i n g  m i l l s  and f o r  the  da i ry  and 
canning indus t r i e s ,  i n  addit ion t o  fur ther  spec ia l i sa t ion  isl 
the  production of chemical equipaent have been considered, The 
production of ag r i cu l tu ra l  machinery, land ainclioration equjp- 
ment, insec-zicides, a r t i f i c i a l  f2-rQ-1,isers9 synthet ic  foddef 
and special:isa-tion i n  seed husbandry and l ives tock  breeding 
have a l so  been mentioned, Special isat ion i s  of ten based on the 
s i ze  of the  f i n a l  product; f o r  instance,  i n  the production of 
turbines ,  t h e  Soviet Union reserved the  r i g h t  t o  bui ld  u n i t s  
above 100,000 kw, Those b u i l t  i n  East Germany and Czechoslovakia 
should range f ron 50 t o  100 k w , ,  and those produced i n  Poland 
and Hungary should not exceed 50,000 be 

24* 1-1; i s  d i f f i c u l t  t o  ascer ta in  how f a r  these special isa-  
t i o n  agreements have been implemented* I n i t i a l l y ,  there  was 
some res i s tanze  f o r  nat ional  and pres t ige  reasons, since 
previous pol isy tended towar3s the establishment of autarchy 
within each i:ldividual country. Kore recent ly ,  i t  would appear 
%hat t h i s  reluctance has been overcome, Lost; of the specialisa.  
t i o n  tha t  has occurred so f a r  represents a development of 
t r a d i t i o n a l  i:ndustries and specislii8sles which 1~0uld have been 
brought abou? by the  nornal in te r9 lay  of market forces,  
il ivision of labour i s  now being appiied as a de l ibera te  
pol icy  t o  ncn branches techmiques, and sorae benef i t s  a re  
a l r e a d ~  percept ible  i n  such indus t r i e s  as  motor vehicles ,  
machine too3.s and chemicals, The r e l a t i v e l y  slow progress of 
s p e c i a l i s a t i m  appears t o  have been due t o  several  f ac to r s ;  
the  lack of sound methods of comparison of cos t s  i n  a Comnunist 
system has c.ol:sider&ly increased the  complexity of the  t a sk ,  
and the absence of r e a l i s t i c  exchange r a t e s  Setmeen the 
Communist cc-rrencies adds t o  the  cormfusion, 
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26, hltkou@;h standnrdisction is l ess  l ike ly  than specialf sa- 
tion to give nzise to difficulties between COLECON neabers, 
significant progress has only been made i n  a iimited mnge of products 
and -&actwing p3"oCeSSeS. lhl 1 956 coahbopation on industrial 
stendards was carried out nainly sough the "mtep~ t iona l  

ion f"or ~tmdardlsation'~, In additi 
% i n s t f  t t t t es  04" bloc comtri cs meeta  
g groups have been set up to submit recorn 

vtirlous branches s such subjects as steel 
tions, Poll m & e ~ i a l s  fos the 
I c ~ l  inanst 

and pitch of screw 
threads, machining L s, engineering a a ~ h t s -  
manship jpzieticks me number of' 
equipmen& have beBn redcccd, inters alia, in coalmini 
manufaetwc, machine kools and ag~latalturnl rmchfne 
a single uodular system lop dcsignfng rrnd erccefng buildings was b y  

appro~ed by the m jg60,' tg&c influchce 02 'the SO 
~eprcsentativcs a s b s  l ed  to the adopehan b 
C O ~ ~ ~ P ~ G S  of eert  t e  &an&gds, but this tcndeney b s  
been opposcd by countries ~ 5 t h  well-established industrlcs, 
they wouM usually lead to 'a deteriorakioh oT the quality o 
products, 

27, Standardisatio 
mble statistical ~e essential 3% 
Ing, has been promo fform nCtlaods for 
sties on pg~~duction isatf on of nationel income, and 

also 'meas f Inwstnents and costs of 
~roductf on ha ut.theg w e  still far -on being 
fully impleme 

. . 

28, :song the fairly nwmrous joint invcstmen-i; ~ro.-ieets, the 
most inpoptant-one is undbubtcd network of pipciines - the 

,-_so-called "Priendship" pipelbe i e t  oil to Poland, 
Fast &@&any, @zechoslovakia cad other - Less-advance 
coun%rf es 0% COKECOM wf from this project, 
Indeed, Rumania has sho as $0 the disposal o 
her petmleum prodbu@ts, the oil pipelines 
Is bound Lo intensify Sovie% @o had already become 
apparent 3n out sf dc mmket s ,  of the cleetric 
power grids of East k r ~ m n y ,  Po zechoslovakia and 
Hungary wf th the  integm t ed po ropean parst of the 
USSR i s another m j o ~  project planned Lo be achieved by ~ 9 6 5 -  The 
b-nubc Basin deuelopncnt schene (e~c-e-t;~hk-;e_oye~,~ flood control, 
transpoal f a c i l i t i e s  ,and fishing) bcen under considcasation sin@@ 
1356r although it is not c;uite clear if this regional project is to 



be considered &s-' a E) csult of C O Y I O N  recommendations, Znterprises 
have been set up in COl.CiXON countries with the assistance of othes 
member states; for instance, atonie reactors -ve been built w i ' t h  
Soviet aid in Poland, Czechoslovakia, East Germany and Rwania, 
Many other examples of-joint projects could be mentioned, but the 
overall impression ~emains that the less-developed countries - 
Albania, Bulgaria, Rumania - haye not been particularly favourea, 
Go-ordination oecqnonic plans 

29, For a long time there has been at least some Kind of co- 
ation o:P the tx~,$~uaa economic plms of' member countries, 

there arc few accounts of the process of co-ordination, it 
may be assuncd that these plans had somehow to be approved by the 
USSR, w h i e h  was expcctcd to supply a proportion of the basic 
materials required by the vmious satclliles, CO; .EON also 
attempted t o  weld together the annwl econonic glans drPab"m up by the 
individual countries, In f act, u5 to -1 958$ this was its main task 
in the field of co-ordination of' economic plans, However, it 
appeared %ha& such retrospective co-ordination was extremely eon- 
glicated in rmny respects, Therefom, since 4957, attempts have 
been made to sylchronkse and co-opdinate the various national 

econorni~'~lans, The Standing Comnissions of COMECON 
de the starting point for the preparation of effective 

long-term plans covering an agreed uniform persiod up to 1980, The 
Comltanist P e a d z ~ s  have repeatedly stressed that this does not mean 
that each. Cormmist country's economic development is to be worked 
out in acco;kcha:nce with a pr~efabegicaled overall plan for "te 
Communist bloc as a wh e, Sone progress seem to havc been m d e  
in methodology, but so ar no single all-embracing plan has been 
odueed, Nevertheless the appointment in July 1962 of 

as and Mr, 0, Sinunek, Deputy Premiers and' fo~rner 
12 Staee Planning Commissions of the Soviet Uiiion and 

CzechosSovakia, respcetively, as their countriesr permanent 
PepsJesen4;atives on t h e  Xxecutive Committee of COI!~ECON, suggests 
that a new impstus may be given to the fuller integration of 
long-term plzn:~ within t h e  bloc, 

30e The influence of COkIEON on &he t ~ a d e  plans membe~a 
sbaltes, vhf ch started only af'te~ 7 956, has sinec been groowing 
s t e a d i b  as the: orsiginah quest for economic autonomy, mqinly based 
on ideological grounds, and including the development of najor 
industpies in each of the countries, has given vmy to increased 
emphasis on thc division of labour among C O i X O N  mcmber states, 
e activities of COI;EOI!T and of the various other multilateral 

and bilateral bloc organizations help to knot %he bloc into closer 
inlegsation, iiowevc~, so long as intraybloc tpnde continues to be 
directed throlgh an intricate network of bilatecrl l ~ a d e  ag~cements, 



detailed negotiat ions w i l l  have t o  be delegated t o  the p a r t i e s  
d i r e c t l x  conce r~ed ,  and it remains an open question hov far 
such negotia-kions r e f l e c t  the recommendations of COMECOH, 
Complaints have been voiced a t  v w i o u s  Plenm meetings about 
the  non-application o f  agreed r e c o m e ~ d a t i o n s ,  50 far it m u d  
seem that  k-he "Socia l i s t  world ~ [ ~ a r l c c t "  grew up empirically, 
r a the r  than according t o  a prefabricated design, 

31. dlthough the proportion of trade of  the Sino-Soviet 
b loc  d i rcc tsd  t o  the outsidc world has increased from l e s s  than 
2x3 of a l l  t ransact ions  during the easly 1950s t o  over 2572 i n  
1960, the predominance of intraa-bloc t rade  remains the most 
sa l ient  fea ture ,  Trade w i t h  otker COl.%COX countries i s  more 
ixportant  f o r  the Zuropean satellites than for the  iT5S2, 
Conversely, trade with Asian Communist counkries forms a 
l a r g e r  proportion of the USSR" *trade than of the  European 
s a t e l l i t e s '  t rade ( w i t h  the  exception of Albania s ince 196O) ,  
nohii thstanding a ser ious reduction o f  the  USSR's trade with 
Commuist  China i n  recent  y e a w e  

Trade_ofCOME@OM eomtr ies  with each other 
and with the bloc 

(as a percentage of t o t a l  trade) 

32,  The ovcrahelming propoption of reciprocal t r a d e  mong 
COld;F,COiJ countries, excluding the USSR, i s  car r ied  out  by four 
of them: E a s t  Gerrriany, @zechoslovakia, Poland and Hungary, 
Romania, Bul&wia a d  Albania have been conducting the l a r g e s t  
p c r t  of t h e i r  intrz-bloc traiic v i t h  the  USSR, From the point  
of view of the USSR, the main bloc t rading pzr-iners a r c  East 
Germmy, CommunisL' China and Czechoslovakia, fallowed by Poland 

B u l g a r i a ,  I n  lq60, the USSRP s t rade  w i t h  Communist China 
dropped by about 1% as ccmgared w i t h  1959, 

33@ , Between 1955 and 1959, the  average annual increase of 
t rade between member s t a t e s  was abokt %c, but t h e  r a t e  of growth 
has bee= verjT uncven, the  y e w s  1957 znd 1959 being ''boom" years* 
Reciprocal t rade be-hrccn thc more advanced member coimkries 
expanded even more, In 1960, Hungary, Poland and Czechoslovakia 
increased t h e i r  exports t o  the other CONECOH countries at a 
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higcfler r a t s  than t h e i r  vorld exports. Hungary and Poland increased 
7 their exports t13 the  Soviet Union f a s t e r  than t h e i r  exports t o  

%tht.r sa'i-elliJbc- countries,  3 0 - ~ z n i a ,  on the  other hand, rcduced 
her t rade  wi-bh COElECOT;T countr ies  ( t h i s  reduction re su l t ing  mainly 
from the  evolut:ion of her exports t o  the  USSR) ,  

34 . hccc)rc?.ing t o  vhat has been planned f o r  the  period 
l96O/65, t he  mafin t rends may be characterised a s  follows; 

USER : - 

East Germqy: 

Poland : 

- .  

Bulgaria : 

i s  expected t o  increase her t rade  with Poland, 
Czechoslovakia Xmgary f a s t e r  than with 
E s s t  Gerrnany the other less-developed 
European s a t e l l i t e s -  

?~-L11 increase her  t rade p r i n a r i l y  with Czechoslovalcia, 
and, i n  the  second instance,  with Romania. 

i s  expected t o  give p r i o r i t y  t o  t rade n i t b  East 
Germany, and the rea f t e r  t o  Poland =d Kungary. 

n i l l  increase 
and next mith 

will increase 
and next with 

nill increase 
and then ?vith 

w i l l  increase 
and then. with. 

her t rade  mainly with Hungary 
Bulgaria and Roumaniae' 

h e r  t rade primarily w i t h  Poland, 
Bulgaria and Eoumania, 

her  t r ade  ptaimarily m i t h  Bulgaria, 
Hungary and Poland, 

. . .  . - .  . .  . ... 

her ,  t rade mainly with Romania, 
Bungary and Poland, 

35% Thus, t h e  r e l a t i v e  i ~ ~ o r t a n c e  of t r ade  r e l a t i o n s  
involving t h e  3ESR may s l i g h t l y  decline i n  favour of increased 
t rade  between lesser-developed member s t a t e s ,  although it may 
be questioned vhether the  planried increases w i l l  i n  f a c t  be 
achieved, The USSR i s  t o  continue t o  provide the  s a t e l l i t e s  with 
very subs tan t ia l  mounts  of crude o i l ,  i ron  ore and other basic  
mater ia ls  reqnired f o r  t h e i r  i n d u s t r i a l  development, The present 
dependence on :?a\l mater ia ls  f r o m  the  USSR i s  probably not con- 
sidered by e i t h e r  s ide  -to be a sa t i s fac to ry  solut ion i n  view of 
the  USSR's own increasing demand f o r  raw n a t e r i a l s ,  and possibly 
the  wish t o  increase exports of raw and bas ic  mater ia ls  t o  non- 
bloc cov_ntriesD 3evertheless ,  the  p o l i t i c a l  advantages f o r  the  
USSE o f  maintaming s a t e l l i t e  dependence on her supplies w i l l  
probably outweigh any economic inconveniences involved, 

36, Trade 'between COMECON members i s  conducted mainly on a 
b i l a t e r a l  basis, and each c o w t r y  seeks t o  balance b i l a t e r a l l y  
her exports and imports, Nevertheless, E a s t  Germany and 
Czechoslovakia regular ly  earn surpluses with t h e  group as a whole, 
while Hungary ba:rely breaks even, and Poland has i n  recent years 
Been i n  d-ef ic i t ,  b o n g  the less-developed COIJECON countr ies ,  
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&mania and BilLgar ia  have often beeri i n  d e f i c i t  i n  t h e i r  t rade  
w i t h  other menber countr ies ,  a d  Albania invar iably runs a 
huge d e f i c i t ,  

37@ Intra-bloc c red i t  g r a t  comitments from l956 t o  
the  middle of 1961 amount t o  the equivalent of about $5 b i l l i o n ,  
Vith the exceptions of the  USSR, which provi8es about 7@/: of 
t o t a l  intra-bloc a id ,  and Albania, which i s  only a borroming 
country, all the  other  Communist countries a re  a t  the  same time 
lenders and L~rrowers .  Comunist China, f o r  i n s t a c e ,  bebaeen 
1956 and July 'IqG?, reportedly exJ~ended c r e d i t s  and grants  t o  
other  bloc countries mounting t o  nearly $700 mil l ion (or  
about I4-7; o f  +he t o t a l ) ,  but had herself received $420 mill ion 
on loan. frorn the U S 3 ,  mong %he Zuropean s a t e l l i t e s ,  most of 
the  c r e d i t s  were extended by only two countries - Czechoslovakia 
and East Gemany, The l a t t e r ,  however, had received (almost 
exclusively from the USSR) about three times more than she had 
extended, A l l  t h e  other European s a t e l l i t e s  had received much 
more than they had given, 7 i t h i n  COKECON, t he  l a rges t  borrowers 
are East Gernany, Poland and M gary, accounting fo r  over two- 
thirds of  the  t o t a l  c r e d i t s  extended, Per head of population 
Czechoslovakia i s  the biggest  lender,  while blbmia received 
per  cap i t a  near ly  three  times as much a s  Hungary, her c loses t  
rival, Aid t o  Albania has,  however, been cancelled since the 
end of 'I 965, 

(c) Prospects and future t rends Ln intra-bloc economic 
r e l a t i o n s  

38, The process of eesnsmic in tegra t ion ,  which mas s t a r t e d  
in '?956/57, i s  s lowly  gathering momentum, and tends t o  develop 
i t s  o m  inherent non-reversible dynaniese It may be expected 
t h a t  the exis t ing  network of b i l a t e r a l  and mult i la$eral  c o w i t -  
t e e s  and com~iss ions  n i l l  be fu r the r  extcnded, and t h a t  par t ic i - .  
pation of CCIRiECOX countr ies  i n  such organs w i l l  become increasingly 
active. The extension of b i l a t e r a l  rela-t;ions nay have profounder 
r e s u l t s  than aq-y adjustment i n  the cen t ra l  organization of 
CGECOra, 

39% T h i s  i s  not t o  say that the  process w d e ~  way i s  not 
encountering coasiderable d i f f i c u l t i e s o  The member countsies 
of COB'ZCCN stil?, present a spectacle of considerable eeonomic 
d ive r s i ty  and the atteinpts a t  in tegra t ion  crea te  s t r a i n s  
r e su l t ing  from nat ional  fee l ings  and resentment of ex is t ing  
inequa l i t i e s ,  

10, It r e m z i n s  a t  present  s moot question as t o  nhether 
future  increases in complexiby and i n  the extent of p a r t i c i -  
pation w i l l  convefct COYGCGN from a consul ta t ive council i n t o  
some kind of supra-national organization, This seems unlikely,  
f o r  CGMECOiq i s  no-: the only lilrk Binding together the  e c o n o ~ i e s  
of member s t a t e s ,  As b i l a t e r a l i s n  has so f a r  developed 
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most between .the USS2 and the  &ropean s a t e l l i t e s ,  continuation 
of t h i s  trend w i l l  tend t o  br ing the  econonies of the s a t e l l i t e s  
c l o s e r  toget;her, r z t h e r  than t o  br ing them c loser  t o  the Soviet 
economy. Trade betweer, European s a t e l l i t e s  i s  expected t o  
increase f a s t e r  than t h e i r  trzde with the USSR,  and t h i s  trend 
w i l l  r e in force  the  interdependence of the European s a t e l l i t e s .  
But that; extended trade should be achieved under the  auspices 
of SGE3COFT, 0::. unt'.er increzsod S i l a t e r a l i s n  makes l i t t l e  
difference.  :En any case there  i s  s o  fa r  no sign tc s u g ~ e s t  
t h a t  the  influence of COMECGE i s  l i k e l y  t o  decline. 

Tables: 

Gvsr a l l  
aspects 

ind ica tors  ' o f  the d ive r s i ty  i n  ecoaomic and soc ia l  
02 the COMECON countr ieso 

Intra-bloc trade of COESCUN mesber countr ies  in 1959. 

Intra-bloc trade -of some COlGCON countries i n  1960. 

Intra-bloc: a id  ( c r e d i t s  and grants) 
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DECLASSIFIED - PUBLIC DISCLOSURE I' DECLASSIFIE - MISE EN LECTURE PUBLIQUE 

(millfon US # ) 
- .. 

Tending  
Covntrf  cs 

B o r r o w i n g  C o u n t r i e s  

T 
Germany Hungary I Polond 

Comrnwlist Chin 

Czechoslovakia 

Nm: There are a nuniber of intra-bloc oredi ts  and g r ~ v l t s  which arc not included because t he  amounts involved. have -- 
not been reported and adequate data are not available t o  estimate the value of' the aid. 
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