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Committce on Soviet Economic Policy on the basis of studies Pro-
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up to date as far as possible in the light of the latest ploenary
scaslon of COMECOR in June, 1962, although it i8 too early fully
to assess all the implications of this meeting.
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The Councll of Hutual Economic Aszietance (COMECOR),
get up in 1949, has substantially increased its activities
since 1956, Until recently, it was theoretically open to all
European countries, but ite sctual membership was reatricted
to the USSR and itp Buropean asatellites, The charter of
COMECON was revised at the latest meeting held in ¥oecow on the
6th and 7th June, 1962, to allow admission of nen-Buropean
countries, and Outer Mongoliz was acceptcd as a wmember.
Yugoslavia lost her status ae an observer in 1958, and Communist
ohina, who had attended previous meetings as an observer, has
been abscnt from plenary eessions since Decewber, 1961, Albania,

who is etill formelly a member, was completely lgnored dueing
the, last two sessions, .

24 The highest authority of COMECOR i the Counnil Plerum
which mecte twice a year in the capitals of mewber st.izs, in
rotation. The preparation of these meetings, as well as the
running of currcnt business, is entrusted to a Council of
Deputies who meet regularly in Moscow once a Fortnight, and to
a Secrctariat located in Hoscow, Standing Commissions with
headquarters in various capitals speaialise in varicus industrice
or economiec problems; they have establliasned sub-committces and
working groups, In June, 1962, it wee decided that a supra-~
national directing organ be catablished but a0 far there is no
information avallable om the actual iuplomentation of this
deainlion,

3. COMECON pays special attention to selence, technique
and ccohomic co-operation in each induatry, = The Standing
Commissions provide for exchanges of information, stendardisation
of methods and formulation of reecommendations, Econoaie re~
lations with the outside world and especially trade in complete
plantis and assistance to leas~developed countries are also con-
sidenrcd, It is to be noted that co-operation on epccial subjects,
such as pesearch on muclenr cnergy and ratlway transport is also
conducted in specialised bodics outside COMBOON; the Ruclcar
Research Institute at Dubna {USSR) and the Organization for
Railwny Co-cperation.

Le Although progrese seems to have been slow, significant
results appear to have been pecently obtained, fhe implementa=
tion of technical and scientifie collaboration appears to have
been left to bilateral agreement. Countries retain, in
principle, the right to grant or pefuse the information requestc@ﬂ
but it is difficult to say whother, in fact, thoy are not obliged
to yisld to prussure from the USSR, As s whole, however, the

3=



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

USSR sccns to have glven in this field more than she has receivod,
Spcelalisetion has been attempleds the production of ceriain types
of industrial goods 18 allecated to cortain countrics {c.g. powepr-
producing unite in Czechoslovakia, refrigerator cars with methanical
refrigeration in the Sovict-occuplied Zone of Germony, ctc.), or the
mnmafacture of different siges of the same product is allocoted to
various countries {e.g. the USSR has peserved the right to build
turbines above 100,000 kw),

e Several common projets are carried ocut jointly by COMECOR
countrics, the mosi conspicuous being the "Friendship" pipelinc
systen which 1 intended to transpori Russisn oll to suvepal
European satellites, and possible other ccuntries, Efforts have
also been made to co-ordinate econonle pians, Tiret within the frame-
work of annual stages of c¢ach country's long-term plans, nnd morc
recently in dovetalling as far as possible the longer-term plans
themsclves,

6. As a whole, it is difficult to assess the importance and
voluc of COMECON as an instrument of integration of tho cconomiva
of the various eountrics of the Soviet blee, Such an asacasment,
alwoys dlfficult in the ecase of internntional orgnnizations epdowed
with infiucnce mather than the wlelding of power, is 8till more un-
certain in s Comminist systen, owing to lack of reliable informction,
In particular, it iz not gbsolutcly clecar which has more welight:

(i) between COMECON and Communist parties, the latter having
probably a strong impect on deelsiens, both at mational
levels and at the level of the Soviet bloc as a whole;
this was again emphagiscd as a conference of Scarctary
Generals and high party officials, together with hcads
of governments was held in Moscow recently bofore the
16th scssion of the Council Mecting in June, 1962,

(11) between countrics acting individually, pairs of countrics
ncgotiating bilaternl agreements, ond COMECON 1isclfl; and

(111) between the Eurcpean satellites and the USSR, as the
latter cnjoys an overwhelming political and ceonomice
power with the bdloc.

7« 411 these qualifieations make very tentative the following
apprecliations:

(1) It scems that aftcer severmsl years of stagnation during
the pericd immedlately afier the wapr, whon Russia was
mainly concerned with exploiting the satellites in the
form of reparntions for wer dawage, COMICON has promoted
a new and more balanced form of co-opepation within tho
Soviet bloe, It is most likely that this activity will
contimie to expand in the future.

(14) Practieal results of the increased activity of COMECON in
recent ycars, nlthough perecpiiable In many cascs, my
scen limited owing mostly to the natual tondency of
countries to resist forms of co-opcration Implylng loss
of some of their political or economie independence, and
also owing to the complexity of the machinery sct up.
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-1t c¢nerges from the study that

e In nddition, since the cost~price structurc within
< COBECON precludes the caleulntion of real costs of
N production, either within the asscociation as a whaole
" or within its component wombers ecparately, thore is
no mcana for ascuring the optisum allocation of resources,

{1i1) The countrics of COMECON appear to have partieipated in
varying degrees 1ln the economls co-~opération within the
Soviet Wiloe and also benefited fros such co~operation
rother uncgually. Piretly, owing to ite size, popula-
tion and varicty of natural resources, the USSR ie not
requested to speeciellise in production, Bocordly,
Eurcpean Satellitee are in various stages of industrinl-
isation and the co-operation hoe doen easler and
faster among the most advanced eountries, euch as the
Sovict-occupicd zone of Gerseany, Czcochoslovakia and
Poland, than apong the rclatively #ore backemrd countries:
Roumania, Bulgaria and Albarnda, Thirdly, politieal
factore have played 2z very important part in economic
co-operation within the bloe. As for ag credlis arc
concerned for inatance, the USSHE has provided the bulk,
ocwing partly, it seems, to her anxiety to maintain hep
grip on the satellites. Among thewﬂg the Sovict-occoupled
zone of Gormany hoe peegived the liom's share although
she hna one of the highest incomes per head within the
Sovict bloc, both owing to the ecomomic difficulties sho
c¢xpericnced as a reaylt of the ocutflow of monpower snd
to the political necd to build up Eestcrn Cormany as much
as posaible in the face of the prosperocus Pedernl
Republic,

B. In spite of the cxpansion of cconomic relations with the
outside world, inter-communiet trade remgins predominant, This
trade hns incronsed, as o whole, over recont ycare more mpidly
than the growth of the econcales of Boviet eountvics, whilch
indicates thnt division of labour betweon them has made progress,
Onc¢ important aspect, from the point of view of the Western world,
of COMICON mctivitiem is, of course, the co-ordination of Torcign
trmdc and foreign assistance beotwean vapious monbore,

9, A® a whole, in spite of many remsining unceprtaintics,
COMBOON is playing an imporiant

and growing part within the Soviet blog,  Succems ghould not be
over-stated nor the serious difficultice 1t mocts cxaggerated.
COMECON cortsinly deserves, owing fo the implications of 118
activitios both 1n the political and ccomomic figld, not only

with the bloe, but also cutside, the clesestpossiblic atiention of
NATO., In particulor it will be of great imterest to follow any
possiblc attempts by the Soviet bloc to attract non-Buropcon
mcmbers to COMECON, following the revision of its charter laost June.
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1. The Council of Mutual Economic Assistance {(COMIUON) wos
sct up in Jamuary, 1949, originnlly as a countormoasure against the
Marshall Plan, but became sepiounzgliy active only after 1956, when
its crganizaticon began to romify. Its officinl aim was described
in the 1959 reviscd verslion of the COUBCON Charter as follows:

“Tho Council for Mutual Economic Assistance has in
view, through the union and cowordimation of the
cfforts of the member countries, the gystcematic
duovelopment of their cconomies, the speeding up of
economic and tochnieal progress in these countrius
the raising of the induatrial level of thosescountrics
with a less highly-developed industry, the continuous
growth of productive labour amd the steady rise of
prosperity among the peoples of the member countrics,”

2, With a vwilew to asﬂeaéing a8 far as possible the preal
significance of COMBCON, it is attempted in the present note:
(1) to doscribe its structure and functions;

{(2) to examine the progress it has so far achicved
and ite futurec prospects.

3¢ Aocording to its statutes, COMECOR is now open to all
countrics, Europcon and non-European, Bulgaria, Czechoslovakin,
Bungary and Poland werc with the USSR among the foundar nations,
Roumania, Albonia and East Germony Jolning the organization shortly
aftopwards, In June, 1962, the neccssary modifications in the
Chartcer of COMECON were mode to sllow admission of non-Europcan
countrics and Cuter Mongolia was acecpted as o member, Yugozlavia
was never a full member, but oceasionally scnt obscrwirs to CCMECON
meetings in 1956 and 1957, In 1958 ahc lost hor observer status
and applicaticons to recover it have so far apparcntly mct with mciusal.
Communist China, slthough invited ns an obscrvopr, has been ostenti-
tiously absent from the two last Plenum Mcetings in Deccomber, 1961
and June, 1962, although she scceme to have resumed partlcipetion in
some of the COMBCON Committces, Albanin, although not formally CXe
cluded, woe completely ignored in reccnt months and protostud at
her exclusion, The attitude of these countries gives further proot
of the internal difficultics within the Sino Sovict bloe,

4e The extent of participation of Communist blow countrics
in the work of COMECON is uncven, Humgary and Czechoslovakla scem
to be most active, according to the reecord of attendance at tho
mecetings of various bodies of the orgenization, East Germany appears
to bc morc inclined %o favour ite dircet links with the USSR, while
Poland still maintains important tics with the free world, The
group of less-developed countries (Roumania, Bulgnria and Albania)
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is rathcr suspiclious of COMECON's tendoncy to roeommend spoc: -lizne
tion and an internntionnl division of labour within the bloc,

which might result in the preservation of existing &ifferuncue in
the degrees of indusirisnlisation, thue limiting the ccenomie froc—
dom in the developmont process of these scuntries, Communi st
Chinn 18 clearly most intereated in whnit COMECON con offer in

the sphercs of cleetric power, chemicals and butlding, snd is
least interested in light industey, _

Jrpandzation .
The highest authority of COMECON 1s the Council Plonum,
which, according to thec- statutes, meete twiece a year in the

capitals of membepr states in rotatiom, the host country providing
the Chairman, Each member sends a delegation to the plemun,
usually led by the Chairman of the State Plarmning Commission, In
the intepvals hetween pleomms, COMBCON is run by a Council of
Deputles andi a Permanent Sceretariat. In Junc, 1962, the creation
of a Supransiional Directing Orgen was deeided, but 8¢ for there
is no information on the aetual implemantation of this dcciasion,

6« The Council of Deputies consiste of the permanent
representatives om‘amsi:%_mﬁn&aﬁe and mcots regularly in Hoscow
oncc a Tortnight, It roviews all pridblome in order to find a
common position of member countrice, preparcs the agonda, policy
proposals and drafts of rcsoclutiong for the plemun mcotings, it
deals with questions of a current nature, fixes the limits of
competence of the Standing Commiesions, orvders provisional
onzctment of thelsr recommendotione, apd directs the work of the
Secretariat, _

-

7« The staff of th = ~tapiat, located in Hossow, and
whose size has spometimec wgporated, especlally Quring the
Carly yoors, can be eatin ... ot about 200, The Secretariat is
hend .d by a Permanent Scepretary with two assistants. Eaech
Stauding Commission has 1t8 own seerctariat, which is a con-
stituent part of the COMECON sccreteapriat, '

8. The first type of collaboration introduced by COUECON
between member countries was the exchange of scientific and
technical information, Joint seientific and tochnical bilateral
com~L38iong have been formed between all combimations of pairs
of n.mber countrice, Morc rceently, bilateral co-opcpration has
been expanding in the ceonomic field between COMBOON v ombors;
Hungary, Cgechoslovakia and Poland seem 2o Do the & =»r @
in this respect, The newest form of bilateral S VYR TR -3

consista of the combination of both previocusly-meit]  ed ficlda,

Joint committces for economic, scicntific and technical ¢ollabora-
tion have so far been set up only between pairs of aegﬁﬁm@ that
have reached a relatively advanced stage of devcelopment, East
Germany, Czechoslovakia and Poland have establishod bilatersl
comnittees of this kind between themsclvos,

-
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ng Copmissions arc conecrned with chemical

] J and aclivery of completce plant units,
building, cnginccring, econonic gucstions, transport, cil and
gna industry, non-forrous sctals, egriculture amd forestry, coal
industry, ferrous nmctals, light and food industrics, clectrice

awcr, defonce industry, and atomle cnmsrgy for peacoful purposcs

?aot up in 1960}, Scicnec, techniquc and cconomic co=oporntion
nre invariably prominent objcets &f nitention, The headguartoers
of the Standing Commisalons arc loeated in the various cnpitals
{six of thcm are in Moscow) ond the Chairmen and Suveretary of ench
Commission are nationals of the sountry wherc the seat of tho
Commission is located, In other respeets, the Commission fré-
quently have variced orgenizational forue. They appear to hold a
position within COMECON somcwhal analogous to that of the Ministrics
within the Soviet systcem: they represent o specific ficld of
ceonomlie activity within which they arc responsible for genernl
adninistrative action, In June, 1962, it wna dcelded to creatc the
following standing commissions: for standardisation, for co-ordina-
tion of selentific and technlical research and for statistics,

10, Bach of these Standing Commissions has set up a number of
0] 3 ¥ ing Groups, whoBe frequency of mocetings has

y 1 : : bordimate to the Standing Commizsions
for agriculture and forestryy; building, chemical industry, forrous
metals and the light and food industries aceocunt for tho vast
ma jority of reporicd mcetings,

11, In addition, there are a few multilatersl bodics which
arc not included in COURCON, For inastance, 8ll Communist
countries, including China and the Asian satellitcas, participate in
the joint nuclear resecarch institute at Dubna {USSR). In rallwny
transport thero 18 scope for bettor cowordinntion, as in COMECON
countrics raillwoys werc constructed accoprding to a variuty of sysicms
and are still using diffciont gouges and varicus typi s of curpunt
(A/C and D/C). "An "Organigation for Railway Co-operation” wos sct
up in 1956~1957, Communist China has boen more intercsted in this
body than in COEECON, and non=bloec experts have ocsasi.rally attonded
conforoencet, The apecinl Standing Commission for transport,
ereated by COMECON in Jamery, 1959, keeps in touch with the "Organ~
ization for Railwny Co-oparation' by exchanges of information and
reciproecal participation in conflercnces, ‘

12, In general, the Standing Commission exchanges information,
standardises mcthods ond formumlntes reccommendntions, On the whole,
it would scem that the two subjects which now receive most attention
in COMECON are the chemical and construction industries; trade in
complete plants cither within the bloe or cutside 18 considered es
specially important, COMBCON is supposed to co-ordinnte defence
production within the Soviet bloc, and a Standing Commission for the
dcfoenee industey has been in exiatence at least sinec 1958,
although its activitics have never becn reported publiclys A
"Europecan Comrmunist Agricultural Conference” bheld in koscow in
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Pebruary 1960 urged COKIECUH to study possibilicies of further
agricultural speciaslisation. Interest in agricultural matters
bad until tvhen becn focussed on foreign trads in agricultural
products, on agricultural nechanisation and electrification,
and, more recently, on rural building. As a whole, CUE.LLOL
seens to hove been less concerned than might have been expected
with defencz and agriculture, two subjects of political signifie
ccace.  in general, houever, taere has been progress from
discussions and exchanges of informasion to the zolution of
concrete problene, '

15, In recent years, growing citention hes been given to
consultation, cowoperation and exchanpges of inforaztion cn
economic relatiors with pon-Comnunist countries. Some co-
ordination of economic assistance plans to the legs-developed
countries of the free world seerms to be undertaken, and progross
is checked on inplementation in zareas where more than one CCHECON
me¢mber hac projects under way. kEarket research and data on trade
opportunities are shared, and an effort has been nade to elinminate
conpetition between bloc suppliers in selling to free world
countries,

14. For formsl purposes, COMECOE is a committee of equals
and no recommendations are legally binding unless confirmed in
subsogquent bilateral sgreements. Neverthaless, the USoi's
leaderchip is taclitly scccepted, and through direct ropresentation,
as wvell as throusgh the Communist parties’ machinery, the USiku
has often used her dominant position %o induce or enfource co-
operation on matters of particulaer importance to Soviet interestsa.

IT. TuOGREIS ACIIEVED AND FUTURE TROSPECTH

15. Difficulties of a general nature encountered by Uhe
Joviet bloc in ite move towards economic integration must be
kept in mind when oxcnining the achievements and the future
prospects of COLZECON.

(&) Difficulties encountered

16. The predominant role played by the USSR in the process
of the economic integration of the HZuropean Communist countries
turns COMECOM more into machinery for arbitration in the‘ha§q§ﬁ
of the USSR than for genuine co-ordination in favour of COL.2a0N
as such, althoush an evolution seems to be taking place in this
respect. Up to 1954, the USS2 was able to drain the resources
of its satellites to its own profit, and attempts at direct
cconomic co-operation between the satellites were‘or}ginalgy
opposed by the 3oviet Union. Since 1955/56, the Soviet Union -
scemns to have accepted the idea of taking into accounc the re4y1xe-
ments of econcmic development of the European satellites inAorgur
to allow the Tunctioning of am industrial area which constitutey
one of the most imrortant asscts of the Soviet bloc; but the
US3E intends to waintain ber contrel over the satellitus and Lo

=G NATO CONFLDENTIAL
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derive twue highest [+ . :ible benelfit from the economic coeordinution,
rhe systen inauguratec in the peoples’ democrecics is entircly
dependent on the political support of vhe Soviet Union and the
functicaing of thelr economies depends on the supplies provid- @ by
the USLR: 979 of the Juropean satellites' petroleun comas frow
the woviet Union, 84. of pig iron and cereais, 7% of iron or:,
67 of covton end GO0, of non-ferrous ores. COKILUN haes no cxoeu-
tive power, end the meetings of the heads of the Communist partics
and officials constitute the resl top authority, passing on
directives to the r :xcialised technical commissions of CORZCOU,
thus subordinatir aomie requirements to political considers-
tionsa,

17. The disparity of the level of development between the
various member rrates constitutes by itself a seriocus obstacl.
to cconomic intogration, as the interests of the lesg-developed
countries are often in contradiction to those of the worc advanced
ones. Jor instance, the less~-devcloped countries may find it
difficult tc prote:t their new industries from competition from
highly-industrialised neighbours producing the goods at a much
lower cost. The more advanced countries may find it difficult to
align themselves to the standardlsation imposed by the Soviet
Union, when thelr methods are much more advanced than the Soviet
ones. Poland has occasionally complained asbout the economic
privileges derived by the countries which are well-endowed with
natural rescurces. The profitability of iavestments in countries
where raw materials are to be produced may be inferior to the
rentabllity of nvestment in countrics developing capital goods!
industries, an. specialisation may tend %o stratify the prevailing
inequalities t¢ reen member states.

18, The Communist camp has 2o far proved unsble to overcone
the paradox of belng compelled to conduct trade betwoeon Communist
countrics on the basis of the "capitaligtic” free worid market
priccg. The uwnrealistic fixing of exchange rates for the various
ftaropean satellite currencies adds to the price irrationality.
The rouble and ™e Bulgarian lev devaluations may be indications
that a rore rational price system is being considered, but numerous
zd justments are still indispensable before any resl progross in
this particular field can be made. These obstacles have zo far
prevented any success in the attempts to establish a multilateral
clearing system inside COLECON. It is gquestionable whether any
real dcgree of multilateralism is consistent with the type of
national econoric planning prevalent in the bloe countries, and
convertibvility may prove inecompatible with the orientation of the
cconomy towards a maximum rate of growth.

19, Purthermore, within the centrally-planned cconomies, the
tendency towards vertically-integrated industrial organization coa-
gtitutes an additional difficulty hampering economic co-cperatilod,
Each bloe country still relies mainly on its own aystem of indug-
trial standards, which are rarely ldentiecal to those used in obher
countries., In eddition, the application of standards varies groeatly.

NATO CONFIDEITTA wF O
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gach failure in the so far agreed systen of specialisatio. and
stardardisation reinforces the argument for increased gel -
suf ficiency.

(b} Veariocus achievements

Techniczl and seientific collghoration

20. 7Yhe main progress achieved by COLECON has taken place
in the fleld of Gtechnical and scientific collaboration. liowever,
recommendations of the Council have to be implemented through
bilsteral agreements, and some countries benefit more than
others from the collaboration. The large number of bilateral
relationships also creutes organizational complications.

21. In principle, techmnical documentation is supplied by
one bloc country to encther on specific request, and the
country possessing the documentation cen decilde whether or not
to grant it; if graated, it is to be supplied free of charge.
In practice, documentation is probably often handed over in
compliance with Boviet pressure, but it appears that not all
requests are in fact gramted, Lanufacturing licences are pro-
vided only on the bvasis of gpeclsl sgreements. The existence
of CCI:CON does not preclude member states from negotieving
senpcrately elither with member or non-member states to buy
licences or inov~how for their individual use., For instance,
the Foles have maintained that they would not have to divulge
any secret information obtained under licences from the .est
to the Soviet Union. Individual countries are not preciuded
from selling manufacturing licences to foreign firms,

22. As a whole, the U388k sppesars to glve more than she
receives, but on balance East Germany and Czechoplovakia extended
to the USSR at least as much information as they were oflferad,
Poland and Hungary would appear to gain slightly, while docu-
mentation extended to the less-advanced member counirices
(albania, Bulgaria, Roumania) is probably greater than whai caon
be provided in return. More rascently, direct large-scale co-
operation between enterpriges and inatitutes in research,
development, design and production Between the industrialiged
member countries has become increasingly prominent, probably
as a yresult of the activity of the bilateral economic co-

gperatiou cormissions.

Specialisatio

2%, Phe first attempt to introduce some form of speciulisga-
tion started st the end of 1955. Progress in this field would
appear to have been rather slow up to now, ard is ?naaumter;ij~
gome resistance, or at least reluctamce, It will De ﬁQt@?Tbr%t
measures of specialisation and standardisation do nqt app%ngy‘
the US3R, which {like Communist China) is considered to be able

1= MG O AT DeM e S
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to develop its owvn industries without limitations, In 1955 and
1956 COMECON foruulated a numbser of recommendations for dis-
tributing the production of various types of machinery betveen
the memper countrieeg; coalmining equipment was to be produced
in the USSR, sact Germany, Foland snd Czechoslovakie; power-
producinyg units only by Czechoslovakia; equipment for the
concentration and brigquetting of lignite, and refrigerator
cars with mechanileal refrigeration, to be made ocnly by Rast
Germany. Foland wvas assipned additional tasks in mining coal.
In December 1953, the tenth llenua adopted recommendations on
specialisation and co-operation in the production of plastics,
chemieal staple fibres, and synthetic rubber based on the
utilisation of petroleum and natural gases. It also tocok
decisions on the manufacture of mineral fertilisers and on tie
production of various types of rolled metal and various metznl
tubing. The supply of raw paterials for the various netal-
lurgical industries and power distribution was examined irn

Lay 1959, and further measures of specialisation in the produc-
tion of machine tools, drilling rigs, c¢ilw-refinery equipmeont
and excavators were adopted. BMore recently, ball bearings, wire
mills, equipment for steel rolling millspand for the daliry and
canning industries, in addition to further specislisation in
the production of chemical equipment have been considered. The
production of ggricultursl machinery, land amelioration equip-
ment, ingecticides, artificial fertilisers, synthetic fodder
and specialisation in seed husbandry and livestock breeding
have also been mentioned., 3Speclalisgation is often based on the
size of the finel product: for ingtance, in the production of
turbines, the Soviet Union reserved the right te build units
above 100,000 kw, Those built in East Germany and Czechoslovakia
ghould renge from 50 to 100 kw., and those produced in Poland
and Hungary should not exceed 50,000 kv.

24, It is difficult to asecertain how far these speclalisga-
tion agreements have been implemented. Initially, there was
gsome resistence for national end prestige reasons, gince
previous policy tended towards the establighment of autarchy
within each individual country. Nore recently, it would appear
that this reluctance has been oversome, ILkost of the ppecialisa-
tion that has occurred so far represents a development of
traditional industries and speclialities which would have been
brouzht sbout by the normal interplay of market forces,

Division of labour is now being applied as a deliberate

policy to ncew branches and techniqgues, and some benefitg arc
already perceptible in such industries as motor vehicles,
machine tools and chemicals. The relatively slow progress of
specialisation appears to have been due to several factors;

the lack of sound methods of comparison ¢l costs in a Comnunist
system has considerably increased the complexity of the basx,
and the absence of realistic exchange rates between the
Communist currencies adds to the confusion.
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2. In agriculturc, it is gencrally sgreed that Esst
Germany and Jzechoslovakia will cover their own necds in meat
and livestock products, but will import cereals apd concentratd
fodder. Foland, Hungary, Roumania and Julgaria arc expact @ to
have large quantities of vepetable and asimal products for
export. In addivion, Bulgaria is to provide agricultural raw

materials, The U33R will remein an exported mainly of cercals
and cotton.

Standardigation

26. Although standardisation is lesa likely than specialise-
tion %o give rise to difficulties betucen COMECCN members,
significant progross has only been made in & limitod range of
products and manufacturing processes. Until 1956 collaboration
on industrial standards was carried out mainly through the
"Internationsl Organizatior for Stamderdisation”, In addition,
since 1956, various standards' inptitutes of ble¢ countrics
neet annually, and a number of working groups have becn set up
to submit recommendations in various branches of industry. They
study auch subjects as steel specifications, rolled steel
sections, raw materials for the metallurgical industry, mechanical
testing of wetals, chemical aneklysis of metallurgical materiuln,
diametor and pitch of screw threads, machining tolerances, pipes
and tubes, engincaring draughtemanship practices and electrical
equipnment. The number of types of eguipnment have been reduced,
inter alie, in c¢ralnining, cement manufacture, nachine tools and
egricultural machinery. The draft of a asingle modular aystem for
designing and erecting buildinge was approved by the middle of
1960, The influence of the Soviet representatives at the mectings
has led to the adoption by some countriesg of ccrtain Soviet astate
standards, but this tendency has boen opposed by countries with
well-egtablished industries, because they would usually lead to
a deterioration of the guality of thelir products.

27. Standsrdization of escounting practices in order to
provide comparable statistical dats, which are essentiel for
bloc-wide planning, has been promoted. Uniform msthods for com-
piling statistics on production end on utilisation of nationel
incore, and also for meesuring the effectiveness of investnente
and costs of production have all been considered, but they are
5611l far from being fully implemented.

Joint investment projecta

28. Among the fairly numercus jolot investment projects,
the mogt important one is undoubtedly the network of pzplimgﬁ -
the so-called "Friendship" pipelinc - to supply Sov&et eii to
Poland, Fast Germany, Czechoslovakia and Hungary. Lhe‘?ﬁger =
less-advanced - countrics of COMECON will not benefit directly
from this projeet. Indeed, Roumanie hag shown souns signs of
anxiety es to the disposal of her petroleum products, gince

=1 Hem WATO COWMFLDENTIAL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NADG CONFINONIIAL =M

the completion of the oll pipelines is bound to intengify Soviet
compeivition, which had already bacome apparent in outside markets.
The interiinking of the electric power grids of East Germany,
Polund, Aoumania, Czechoslovakia and Hunpary with the integprated
pover grid of the Zuropean part of the USHd is another major project
planned to be achicved by 1960. The Danube Basin development aschene
(cleetrie power, {locd control, tramsport facilities and fishinc)
has been under consideration since 1956, although it is not quite
¢lear if this regional project is to be considered as a regult of
COIDCON recommendations, “nterprises have hoen set up in COMECUH
countries wivth the assistance of obher member states; for
instance, atomic reactors have been built with Soviet aid in
Poland, Czechoglovakia, East Germany and Roumsnia. Many other
examples of joint projects could be mentioned, dbut the overall
impression remains that the lesssdeveloped countries -~ Albania,
Bulgeria, Roumeania - have not been particulerly fevoured.

Co-ordinatvion of economic plans

9. For & long time there has been at least some kind of co-
ordinatlion of the annual econoumic plans of nember countries.
although therae are few accounts of the process of co-ordinztion,
it may bé assumed that these plane had sompehow to be approved by
the UsSBR, which was expected to supply & proportion of the basgic
materials reguired by the variocus satellites. COMECON also
attewpted to weld together the annusl economic plans drawn up by
the individuoal countries. In fact, up to 1958, this was its main
task in the field eof co~ordination of economie plans., However, 1v
appeared that such retrogpective eco-ordination was extremely come
plicated in many respects. Therefore, since 1957, attempts have
been made to synchronise and co-ordinate the various national
longer~term economic plans. The Stending Commissions of CUMICOH
Kave been wmade the staxting point for the preparation of effec-
tive long-term plans covering sn agreed uniform period up to 1920.
The Communist lcaders have ropeatadly stresged that this does not
mean that each Communist country's cconomic development is %o be
worked out in sccordance with a prefebricated overall plan for
the Communist bloc as a whole., Some progress seems to have been
made in methodoleozy, but so far no single all-embracing plan has
been produced.

Trade and.creditg

30, The influence of COMECOK on the trade plans of member
states, which started only after 1956, has since been growing
atcadily aa the original quest for ecomomic autonemy, mainly based
on ideological grounds, and including the development of major
industries in each of the countriecs, has given way to increascd
emphasis on the division of labour among COMECON member astatean,

The activities of COKECOH and of the variopus other mulbtilateral

and bilateral bloe organizations help to knot the bloe into closor
intcgration., Lowever, so long as intra-bloc trade continues te be
directed through an intricate metwork of hilateral trade agrecouniy,
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detailed nagotiations will have to be delegated to the vacsties
directly concerned, and it remeins sn open question how far
such negotiations reflect the recommendations of COLECON.
Complaints have been voiced at warious Flepum neetings about
the non-application of agreed recommendations. So fap it would
seem that the "Socialist world market® grew up empirically,
rather than asccording te a prefsbricated design.

31« although the proportion of trade of the Bino-Soviet
bloc directad to the outside world has increased from leozs thar
20+ of all trangactions during the carly 19508 to over 2%, in
1960, the predominance of intre-bloc trade remaing the post
salicnt feature. Trade with sther COMECON countrics is nore
important for the Iuropean gatellites than for the USSi.
Convorsely, trade with Asian Communist countries forms a
larger proportion of the USSR's trade than of vhe European
satellites' tradc (with the exception of Albania since 1960),
notwithstanding & serious redustion of the US3R's trede with
Communist China in recent years.

o [ Cot&l tiade] PEXCONtage of Cotal Brin |
Country _with COMECON countriss llwith all Sinc=-3oviet bloo
1958 1§§9"4T 1960 1958 1 1959 19€0
USSR : 524 52.0 | 53.1 72.8 Ph 4 0.6
Poland 50.7 56,2 | 56.6 55.8 &Q,7 €0,7
Eagt Germany | 65.4 €9.8 - 7249 76.0 -
Czechoalovakia} €1.1 6%.8 63,8 69,0 71e3 /0.2
Hungery 60.4 Gr.4 § 62.%3 |} €7.8 704 675
Roumania 751 72.2 § ©6.8 | 77.2 793 71,1
Bulgaris a.8 | .7 1 -~ B4.8 82.0 ~
Albania L 95-9 _ - : 3 - - %w“ — : -
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32, The overvhelming proportion of reciprocal trade among
COMECON ccuntries, excluding the USSR, is carricd out by four
of them: Fast Germany, Czechoslovakia, Poland and Hungary.
Roumania, Bulgsria and Alvanis have been conducting the largest
nart of their intre-bloc Jrade with the USSR. From the gqint
of view of the USSR, the main bloc trading partncrs are Hast
Germony, Communist Chine and Czechoslovakia, followed by Poland
and Bulgaria, In 1960, the U3BR's trade with Communist China
dropped by about 1% as compared with 1959.

‘33, Between 1955 and 1959, the aversge annual increasc of
tradcﬁgetween membﬁrgstutaa was sbout F., but the rate of growih
has boen very unoven, the years 1957 and 1959 being boo? yeoars.
Reciprocal trede betwoen the more advanced member countr ?g akis
eypanded even more., In 1960, Hupgary, Polapd and+tzech0: gv :
increased their cxporte to the other COMECOI countrics at &
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higher rate thon their world exports. Hungary and Poland inercagod ;
;- their exports to the Soviet Union faster than their exports to !

other gatellite countrics. Roumania, on the other hand, reduced
her trade with COMECON countries (this reduction resulting nainly
from the evolution of her ecxports to the USSR).

E

34. according to what has bean pianned for the pericg
1960/65, the main trends may be characteriged as follows:

USER: is expected to increase her trade with Folund,

- : Czechoslovakia and Hungary faster than with
East Germany and the other less-developed
furopesn satellites.

Esat Germany: will increase her trade primarily with Czechoslovakia,
and, in the second instance, with Roumania.

Czechoslovakia: 1is expected to give priority to trade with East
Germany, and thereafter to Poland and Hungayryv.

Poland: will increase her trade mainly with Hungary
- and next with Bulgaris and Roumania.

Hungary: will increase her trade primasrily with Poland,
and next with Bulgeria ard Roumania.

Roumania: will inerease her %trade primarily with Bulgarie,
and then with Hungary and Poland. |

Bulgaria: will increase her trada malnly with Loumanias,

and then with Ilungary and Poland.

35. Thus, the relative importance of. trade relations
involving the USSR may slightly decline in favour of increaged
trade between lesser~developed member stateg, although it may
be questioned whether the planned inereases will in fact he
schieved. The USSR is to continue to provide the satellites wiih
very substantial amounts of crude oil, iron ore and other basic
materials required for their industrial development. The present
dependence on row naterials from the USSR is probably not con-
sidered by either side to be & satiszfactory solution in view cf
the USER's own increasing demand for raw naterials, apd possibly
the wigh to inerease exports of raw and basic materials to non-
bloc couvntries. Nevertheless, the political advantages for the
USS5R of maintalning satellite dependence on her supplies will
probably ocutweigh sny economic lnconveniences involved.

IFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQU

36. Trade between COMECON members is conducted mainly on a
%gbilateral basis, and each country aseeks to balance bilaterally
<1her exports and imports. Neverthelesgs, East Germany and J _
_j Czechoslovakia regularly earn surpluses with the group as a whole, |
U While Bungary barely breaks even, and Poland has in recent years
g been in deficit. Among the less-developed COMECON countries,
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Rcunania and Bulgeria have often been in deficit in their trade
with other mewmber countriee, and ilbanie invariably rung a
huge defieit.

37. Intra=bloc credit and grant comzitments from 155¢ to
the middle of 1961 amount to the equivalent of about £5 billion.
iiith the exce?tiona of the USSR, which provides about 70 of
total intra-bloc aid, and Albanie, which is only a borroving
country, all the other Communist countries are at the seme time
lenders and borrowers. Communist China, for instance, betweon
1956 and July 1961, reportedly extended credits and grants to
other bloc countries amounting to nearly $700 million (or
about 4% of the total), but had herself received 3420 million
on loan from the UB5R. among the Zuropean satellites, most of
the credits were extended by only two countries - (Czeechosglovaltis
and East Germeny. The latter, however, had received (a2lmost
exclugively from the USSR) about three times more than shc had
extended. All the other Europesn satellites had received much
more than they had given. Within COMECON, the largest borrowers
are East Gerpany, Poland and Hungery, accounting for over two-
thirds of the total credits extended., Per head of population
Czechoslovakia is the biggest lender, while Albanias received
rer capita nearly three times as wuch as Hungary, her closest
rival. A4id to Albania hag, however, been cancelled since the
end of 1961.

(¢} Prospects and future trends in intra-bloc economig

38. The process of economie integralion, vhich was started
in 1956/57, is slowly gathering momentum, and tends to develop
its own inherent non-reversible dynamics. It may Le expected
that the existing network of bilateral and multilateral commit-
tees and commissions will be further extended, snd that partici-
pation of COMECCGR countries in such organs will become incre«singly
active., The axtension of bilateral relations may have profounder
results than any adjustment in the central organization of
COMECON,

%9, This is not to say that the process under way 1ls rnot
encountering considerable difficulties. The member countries
of COLHECON still present a spectacle of considerable economic
diversity szd the attempts at integration create novr strains
resulting from national feelings and resentuent of eiisting
inequalities,

40, It remsins st present a moot question as to whether
future increases in complexity and in the extent of particl-
pation will convert CORKECON from & consulbative council 1ntq |
some kind of supra-netional organization. 4his seoms unlikely,
for COMECON is not the only link birding together the econermies
of member states. aAs oilateralism has so far developed
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root betwecn the U323 and the Eurcpean satellites, continuation
of this trend will tend to bring the econormica of the satellites
closer together, rather than to bring them c¢loser to the Sovict
cconomy. Trade between Curopean satellites is expected to
increase faster bthan thelr trade with the USSR, and this trend
will reinforce the interdependence of the EuroPean gatellites,
But that extended trade should be achieved under the auspices

of CCLECCH, or unfer inereased bilateralism makes little
dilrerence. In any case there is so far no gign to suggoest

that the influence of COMECON is likely to decline.

Teblos:

1. Overall indicators of the diversity in economic and social
agpects of the COKECON countries.

2. 1Intra-bloc trade of COMECOF member countrics in 1959.
B Intranbloc trade of some COLLGCN countries in 1960.

4, Intranloc aid (credits and grants} 1956 tao July 19671,
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