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Mote by the Chairman 

The problem of  p r i c e s   i n  intra-COKECON trade  has  
preoccupied  the Committee of Economic Adviers  and  the Sub-Committee 
on Soviet  Economic Policy on several  occasions (1). The Economic 
Directorate  has  thought it useful  t o  prepare €or  a fu r the r   d i s -  
cussion of t h a t  problem a note  roainlg  based on communist sources 
and some other  information  available t o  t he   Sec re t a r i a t .  

2, This paper  leaves many questions  unaswered, and 
delegations are  inv i t ed  t o  send t h e i r  comments and any  additional 
information a t  t he i r   d i sposa l  as  the  subject  of prices i n  COlVIECON 
countr ies  may be worth exploring  further.  

3 .  The note w i l l  be put on the  agenda of  the  next  regular 
meeting of the  Sub-Committee, 

(Signed) A. VINCENT 

OTAN/?JRTO 
Bruxelles, 39 

(l) See AC/89-R/68 t o  R/74 and  AC/89-WP/153/series 
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THE PROBLEM OF PRICES I N  INTRA-COMECON TRADE 

Note by the Economic Directorate 

I , INTRODUCTION 

~. _ _  W . ,  t .* The , - conception of intra-COMECON trade is based on a 
b i l a t e r a l   p a t t e r n   i n  which  trade must be balanced. I n  the 
absence of a mul t i la te ra l  system of  monetary clear ing,  any 
occuring  inbalance can be set t led  only by delivery of goods 
eorresponding in   va lue  t o  the  temporary "commercial credi t" .  
Money is the accounting unit but  not a means of payment i n  the 
Western  sense. 

2, I n  Communist countries the l eve l  of pr ices   has  been f o r  
a long time the   resu l t  of pol i t ical   decis ions which took l i t t l e  
account of c o s t s , ,  However, a s  economic p l a n n i n g  i n  COMECON 
countries i s  becoming more c,ost-conscious,  prices assume a new 
significance, This is bound t o  influence  prices in intra- 
COMECON trade,as  well .   Increased  contacts with the  markets of 
the   industr ia l ised West w i l l  also accelerate this development. 

- ,7 3 .  The pr ice   a t   p resent  used as  reference f o r  the 
settlement of intra-COMECON trade is an average of pas t  world 
prices  adjusted f o r  what the Communists c a l l  "undue c a p i t a l i s t  
monopoly influence", . Unt i l  1965, intra-COMECON pr ices  were 
based on world p r i ces  of lg57/58. However, such p r i ces  were not 
r ig id ly  imposed .and there was some limited  bargaining  within  the 
scope of  b i la te ra l   t rade .  As of 1st January, 1966, the  basis 
was adjusted t o  the 1 average wor ld  price  level,   Since 
raw material   prices have dec l ined   in  the period 1957/64, t h e i r  
suppl ie rs   in  COMECON t rade - mainly  the  Soviet Union - were more 
adversely  affected  while  the terms of trade  turned  in  favour of  
t he   s e l l e r s  of  f inished  industr ia l   products  - mainly the 
Eastern European countries. The Soviet Uniom, therefore,  wanted 
t o  change the  pr ice  mechanism, 

4 During  the COMECON conference, which took p lace   in  
Budapest i n  Apr i l  1967, t he  main subject was the  theoretical. and 
pract ical   quest ion of the development of a "Social is t  world 
market price", The pa r t i c ipan t s  of  the  conference  agreed i n  
general t h a t  COMECON was a regional market w i t h  special   regional 
pr ices  which,  however, was not   isolated from the world economy 
as  a  whole. They fur ther   agreed  that ,  i n  the  development of 
p r ice   p r inc ip les  and the  f ixing o f  actual   pr ices ,  COMECON countries 
should r e l y  t o  a greater   extent  on the market mechanism. 
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5. I n  the..  present  paper. an e f f o r t  is being made t o  shed 
some l i g h t  on the system o f  pr ices  which regulates intra-COMECON 
trade.  To this e f f e c t ,  the  paper i s  divided into three  sections:  
one dealing with the  pattern o f  COMECON trade,  another with 
doviet raw material   prices and the l a s t  one drawing'some 
conclusions. In  order  not t o  burden  the  paper with too many 
de ta i l s ,   an  Annex has been, Eidded which conta ins   s ta t - i s t ica l  
information  about  the development of pr i ces  f o r ;  Soviet;  crude oil, 
hard  coal,   iron  -ore and pig  iron. 

II, TH33 TRADE PATTERN', . . .  

- -3 6. Most of the  Eastern European countries  are  highly 
r 

dependent on supplies. of a number of ravi mater ia ls  f o r  t h e i r  
i ndus t r i a l  development,. Over 65% of t h e i r  raw material imports 
are'  being  bartered within COMECON f o r  i n d u s t r i a l  goods. Eastern 
European countries have thus so f a r  been.  assured o f  a.  steady 
supply of raw materials as well- as  of  a secure market f o r  t h e i r  
industr ia l   products  which  had .not to face  competition, The Soviet 
Union, on the  other   s ide,  i s  prqviding. mo8t of  the raw materials 

r p  needed(1 ) and, a t   t h e  s r n e  time',' receiving most of the machinery 
\ (  produced by the  other  COMECON members(2). 

-7 7. T h i s  system  could work f a i r l y   w e l l  a s  long a s  i n  the 
sales of machinery and eqiiipment the  emphasis wa6 placed on 
quantity  rather  than  quali ty.  It resulted, ,  however; i n  8n 
ar t i f ic ia l ly .   l a rge   p roduct ion  of sub-world-standard"  machinery 
which so f a r  found an  easy  market i n  the  Soviet Union. k t  the same 
time there  has been ' a  drain on Soviet r W m a $ ~ ~ ~ a l  resources;  the 
produc ti on c.os ts of' I reased  sirice  higher 
investment was' needed for '  their; 'ex.traction. .This trend was 

r a t i o  in  the  branches of the  extract ing  industr ies ,  i t  became more 

-7 

accelerated by- t h e   f a c t   t h a t ,  !because o f  the  high  capital-output 

economic f o r  the  Easte'm European countr ies  to-  buy raw materials 
from the  Soviet   Un'i tn 'rather  than t o  produce 'them i n  their own 
countries. 

. .  :. . . . .. . 

, .. 

(l ) . In   reciprocal   export  of raw materials,  the  share of  the  Soviet 
Union i n  1964 was 5576, t h a t  of the  Zone 10.9%6, of 
Czechoslovakia I 0,3$. of Poland 8,8%, of Rumania 6 . B ,  of 
Hungary 3.8% and of Bulgaria 3.7%. . . . .  

(2 )  The Soviet Union imported  machinery and equipment from COMECON 
( i n   b i U i o n  rub le s )  in i g60 I .08, in 1 962 l .46, i n  1963. 
1-67, in 1.82 and i n  1965 1.9. In  1966 the  value of 
these imports f e l l  t o  l .72. 
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5% 

8.  The Soviet Union soon s t a r t ed  complaining t h a t  a t  the 
ex i s t ing   p r i ce   l eve l  i t  was not compensated adequately by i t s  
COEiiBCON par tners  f o r  what it WPS exporting t o  them. Prices  f o r  
Soviet  crude o i l ,  hard  coal,  iron  ore and cotton d i d  n o t ,   i n  
their.view,  cover  the growing  investment coats,  whereas the 
Soviet Union was paying too  much for COMECON i ndBt r i a1  
products which were not up t o  world s t a r d a r d s  and which would 
only' f i nd  an ou t l e t   i n   t he  world market i f  t he i r  pr ices  were 
sharply reduced, At the same time, so they sa id ,  the  Soviet 
Union did no t   pa r t i c ipa t e   i n   t he  growing  share of machinery 
exports   in  t o t a l  intra-COMECON tradeo 

9. Indeed, i n  some of the  COMECON countries,  the  share 
of machinery  exports in   to ta l   in t ra -area   t rade  has  been  growing rapialy, whereas i t  has  been stagnating i n  t h e  Soviet Union. 

Percentage of  Uachigery  Exports i n  Intra-COMECON Trade 

I n  Czechoslovakia,  Poland, Hungary  and the Zone, this percentage 
i s  a t  present even higher t h a n  the  share of machinery in   the 
exports of  some of the  highly  industr ia l ised Western countries(? ) B  

III, PRICES FOR SOVIET RAW NATZRULS 

40.. Some Western  economists(2)  point t o  the   fac t   tha t  
CObBCON countries have i n  the p a s t  and are  still a t   p resent  
paying  higher  prices f o r  Soviet raw rrnterials  than  prices 
charged by the  Soviets   in   their   t rade  deal ings with the West, 
I n  t h e i r  view,  the  Soviet Union wi t s  exploit ing i ts  monopolistic 
pos i t ion   in  COMJ3COn trade by discr im'hat ing  against  i ts  
Communist partners.  This argument  should be viewed in a broader 
perspective, 

(1 1 The share of  machinery and equipment a s  a percentage of 
total   exports :  

Hungary 30 38 33 
9% l262 m Bulgaria 14 25 

Zone - 48 49 
Poland 13 28 34 
Ihunania 6 l 7  19 
CSSR 44 45 49 
Soviet Union 18 21 20 
Netherlands - - 2302  
France - - 23.5 
United Kingdom - I 4200 
United  States - - 38.6 

and S t a t i s t i c s "  No, 4, 1962, 
(2 )  I n   p a r t i c u l a r ,  H, Mendershamen i n  "The Review of Economics 
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1-1 . During the period,' 1956-66, world raw material   prices 
f e l l  by 3$, whereas industr ia l   pr ices   increased by 13%. At the 
same time,  the  share of raw materials and f u e l   i n  world exports 
f e l l  from 29,8% i n  1955 t o  22.9% i n  1965 nnd t h @ t  of machinery 
and equipment -rose from 18.5% t o  24.5% T h i s  rap id  growth i n  
world trade of f inished goods has been the   r e su l t  of world-wide 
indus t r i a l   spec ia l i za t ion  a s  well a s  lowered  consumption of raw 
materials  per unit of  product  due t o  technical  progress, 

12, The Soviets admi t  t h a t  the f a l l  i n   p r i ces  of raw 
materials on the world market was mainly  due t o  these two reasons. 
However, they  claim  . that   the  use of mod,ern technology. and the  
ra t ional   use  of .laboor cmnot  ensure a reduction of' the  costs f o r  
Soviet raw materials t o  the  level'  of world price$;  Soviet 
economists s a y  th8t  specif ic  geographical problems,  the 
unfavourable  conditions o f  some  raw mcterial   deposits and the 
problem of t ransport '  have t o  be taken  into  account when comparing 
world pr ices  w i t h  those in  the  Soviet Union. Furthermore, one 
had t o  bear   in  mind t h a t  the  price f o r  a unit of raw materials 
produced i n  the  Soviet UnLon has  s o - f a r  been.  determined by the 
average  socially  necessary  outlays of labour i n  average  natural 
conditions. Such a system. of uniforn  average  prices  necessitated 
a system of planned  State  subsidies, which in   turn  contradicted 
the  pr inciple  o f  cost  accounting, 

i.3, A s  a r e s u l t  of the  pmvailing.  price  system, 8Ô% of the 
t o t a l  number of mines and p i t s   i n  the Soviet  coal  industry  operate 
a t   p r e s e n t   a t  planned  losses  equivalent t o  more than 20% of the 
total   product ion costs. In  order t o  secure only a minimum o f '  
p r o f i t a b i l i t y ,  the  current  Soviet   coal  prices would have t o  be 
increased by 20%. those of iron  ore by over 332, those of  ore 
agglomerate by over 50%, and the .p r i ce  of manganese ore by %(l ). 
Some Soviet  economists'. go even to.  the  extremes of advocating an 
increase of some  260%.. i n  .the  price of crude o i l  and 370% in the 
pr ice  of  iron  ore i n  Soviet  trade w i t h  COIVIECON pzrtnera(2).  It 
i s  still  uncertsin t o  what l eve l  rm mater ia l   pr ices  mill be 
changed i n  intra-COMECON trade  but  there.  is no doubt  that-economic l 

reforms  which are  being  currently  introduced  in  Eastern Europe 
and in   the  Soviet  Union w i l l  make wholesale  price  increases i;n 
the raw material'producing  sectors  unavoidable. 

(-l ) Data  published ,by the Moscow I n s t i t u t e  of Economics of the 
Academy of Sciences of the USSR, 1964, quoted from "Problems 
of Economics", July 1966. 

(2)  V. Zukov and Y. Olsevic i n  "Problems of Economics",' Idarch 
-l 967 0 
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14. This does no t  mean that  Soviet  economic planners   are  
not prepared t o  concede that declining wor ld  market p r i ces  f o r  
raw meterids  should have some influence on COXECON pr ices ,  But 
they are i n  favour of such a policy  only  to  the extent t o  which 
the .total  requirements of COMECON countries f o r  a given  product 
cannot be covered by internal  resources(1 ), They claim  that 
COMECON combined import needs can be met by re 'ciprocal  deliveries 
t o  the  extent of 97% i n  the case of coal, 96% i n  oil and  petroleum 
prohuc't's Gna- a.lmos t 80% i n   i r o n  ore( 2). 

15. These introductory  remarks (paragrnphs l O t o  14)  should 
be kept i n  mind when examining i n  greater d e t a i l  the p r i ces  paid 
by COMECON coun t r i e s   fo r  some of  the e s sen t i a l  r s \w  matericls 
exported by the Soviet Union. A study  underteken f o r  the period 
1955-63(3) shows t h z t   i n  the case .  o f  50 products  exported by the 
Soviet Union t o  CONECON countries,   these  countries were paying 
more than  average f o r  47. For 41 items  they  paid the highest 
pr ice  charged by the Sov ie t s   i n   t he i r   t o t s1   fo re ign   t r ade  of these 
goods, Had the COMECON countries  been  able t o  buy these 
commodities a t  prices charged by the Soviet Union i n  i t s  t r a d e  with 
the West, they would have  saved 7% of the   to ta l   va lue  of their  
imports, 

16, I n  order   to  show the development of  prices for raw 
mater ia ls   in   Soviet   exports   to  CONECON countries and compare them 
with the p r i ces  paid by the West t o  the Soviet Union, a s  well as 
pr ices  paid on the world market,  four   essent ia l  commodities have 
been  chosen  (crude o i l ,  hard coal, iron  ore and pig i ron)  for 
which data is available  over a period of ten  years(&), 

> 

(1 ) N. Zotova in."Planovoe  chozajstvo",  1967, No, 1 and "Vnesnjaja 
- 

Torgovlja", 1965, No, II, page 7. 
COnSUmption of raw mater ia ls  and fuel i n  Ezstern Europe i s  a t  
present  being  covered by intra-area  imports  to the following 
degree (in  percentage  terms) : 

Bulgaria 82.5 87.5 45.0 m 
Hungary 65.5 7900 79.5 61 .2 
Zone 78.0 94-00 58 e? 91 .2 
Poland 4.1 89- 5 70.0 58.6 
Rumania 32 01 54.5 4304- 
CSSR ... 9700 74-06 59.6 
Source: O,  Tarnowsky i n  "Voprosy Ekonomiki", No, IO, 1967, 
"Preisentwicklung und P re i spo l i t i k  I m  Sowjetischen  kassenhandel 
1955-1963" von Oliver von Gajzagcu, 1966, on which some of the 
figures i n  t h i s  paper  are based. 
For the system of ca lcu la t ion  and detailed figures see Annex, 

- Coal O i l  Iron Ore Cotton 

-7- NATO RESTR I C T D  

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



? 

-a- . 

47, Zn the  case of crude o i l ,   t h e  highest average  price  in 
the  period 1955-63 was paid by Czechoslovakia  (although th is  country 
was the  highest  importer)  followed by Poland, HUgarY and the Zone. 
1n 4959, COMECON countries p a i d  m average 61% more f o r  Sov.ict 
crude o i l  then  the  . industr ia l ised Nest, The difference in. price 
rose t o  12 5% in 1963 and i t  was still  101% in 1965. The implication 
of the 1960-64 world price base i n  CONECON t r ade ,  a s  .of l st January, 
1966, has,  however, subs tan t ia l ly  narrowed  the  price gap which 
exis ted  in   the ea r ly  s i x t i e s  between world pr ices  and thost? paid 
by COMECON . . .  

18, The highest' average pr ice  f o r  Soviet .hard coal i n  the 
period 1955-63 was paid by Htingary, %he lowest by  Czechoslovakia. 
COkïECON countries -b.ought Soviet coal e t  r i s ing   p r i ces  until -l 957 
when the  difference  in  prices pa id  by the West to the. Soviet union 
amounted to 34%. In I 963, COMECON countries had t o  pay 72% more 
than  the  industrialised  Jest .  However, p r i c e s   i n  Soviet-COMECON 
trade  decl ined  substant ia l ly   af ter  1964 and a re  now a t  a b o u t  the 
same l e v e l  a s  average  prices  paid i n  Western &rope. A s  a resu l t  
o f  t h i s  development, COKECON countries  continue t o  emphasise coal, 
whereas  throughout the  world crude oil is being  favoured  as a prime 
energy  s.ource. 

1-9, That prices.charged by the  Soviet Union f o r  r.aw materials 
exported to CONECON countries depend on a r b i t r a r y   ( p o l i t i c a l )  
decis ions  ra ther  than economic considerations,  can be i l l u s t r a t e d  
by the example of iron  ore,  ,For some unexplained  reason, ' the 
Soviets kept p r i ces  f o r  i ron   o re   in  COMECON t r a d e   à t  the same level  

transport  and, a s  i t  'seems,  even of qual i ty .   In  -l 958, COMECOfl 
countries imported on average  iron  ore a t  18% cheaDer  than  the 
.West. I n  1960-63 the COhTECOM pr ice  l eve l  was slready 3% higher 
than  average  prices  paid by the indus t r ia l i sed  West and in   l965  
the  difference between what the West had to. pay t o  the.  Soviet 
Union and what the   Sovie ts   chared   in   the i r   t rade  with COMECON 
countr ies  amounted t o  63% in   favour  of the West. 

Bulgaria,   the  highest  by Czechoslovakia ' and Y" umanla. In  1 958, 
the indus t r ia l i sed  West paid 12% less t o  the  Soviet Union than 
COMECON countries,  . In 1963, the difference  .rose t o  107%. - N O  
f igures   a re   ava i lab le  f o r  the period a f t e r  1963. 

i f o r  six years (1957-63), regardless of quant i ty ,   d is tance of 

20. Unti l  4963, the  lowest  price for i iron w 3 s  paid by 

"h- ~ 

21 I n  view of t he   ba r t e r   cb rac t e r  of  intrc-COMECON trade, 
these  PriCes.for  Soviet  raw mater ia l s   t e l l  only one s ide of  the 
s t o r y ,  as they do not  say  anything  about  the  prices paid by the 
Soviets f o r  the  f inished  products i n  exchange f o r  raw materials, 
One should not, therefore, draw hasty  conclusions from the  fact  
t h a t  CONl33ON countries hzve  been paying  considerably more f o r  
most of t h e i r  raw msterial  imports  from the  Soviet Union than  the 
indus t r i a l i s ed  Viest, One should not  overlook t h a t  they were 

""S>-, ncies and/or .'by de l ive r i e s  of sub-standard , we are  unable t o  provide m answer t o  the 
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b '  . .. .. 

question a s  t o  who i s  paying more overall.  What we can  say, 
however, is t h a t  since  about 1964 pr ices  f o r  r a w  materials 
exported from the  Soviet Union t o  CONECON countries  are 
declining, whereas ex t rac t ion   cos ts  in  the Soviet Union are  
r i s ing ,  The f a c t  has  been painfully  brought home t o  the  Soviets 
over  the  past  years t h a t  the higher the  shzre o f  raw materials 
in   the i r   expor t s ,   the  higher the need f o r  c a p i t a l  investment i n  
order t o  secure  an  increase  in  the  export  total. 

IV. CONCLUSIONS 

22, The growth r a t e s  of b o t h  intra-COMECON trade and t h a t  
o f  khe Soviet Union with C O i J E O N  members dealîned  over  the p a s t  
years(1). The reasons f o r  this can be mainly a t t r ibu ted  t o  the 
r ig id i ty  of t he   b i l a t e ra l  b a r t e r .  system,  but  the  decline i n  growth 
ra te s  is  also a re f lec t ion  o f  the pr ice  system i n  intra-COMECON 

with the problem o f  how t o  change this system which is d ic ta ted  
primarily by the  desire t o  maintain a bzlance of' payments i n   t h e i r  
b i l a  teral   trade.  

7 trade, ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ - ~ ~ i ~ ~ - ~ ~ , ~ - ~ è ~ - ~ ~ ~ ~ ' ? " p r e s e n t  preoccupied 

23, The present  terms of t rade   in  intra-COMECON exchanges 
assure  the  Eastern European countries of an average growth of their 
economies as  long a s  the  share of machinery and equipment i n  t o t a l  
exports  remains high. T h i s  is due t o  the f a c t  t ha t   r e tu rns  from 
investments i n   t he  machinery sector   are   substant ia l ly   higher  than 
those in   the  extract ing  industry,   In   their   t rade with the  Soviet 
Union, COMECON countries  are,   therefore,  expanding the i r   expor t s  
of machinery and equipment, a s  wel l  as their imports of raw 
materials, whilst simultaneously  reducing  their  exports o f . r a w  
materials and t h e i r  imports of  f inished goods. The Soviet Union, 
on the other  hand, is t rying t o  se l l  i t s  r a w  moterials a t  a higher 
price and t o  pay less f o r  the  f inished goods it is receiving  in  
exchange, By disregarding  the  cost  element i n  onc case and 
EpPlYing it as  argument in  the  other,   the Sov ie t s  a re   t ry ing  t o  
get  the  benefit of both  ends of  the foreign  trade  deal. 

~ ~- ~ 

(1 ) In  the  period 1960-65, the  volume o f  intra-COMECON trade grew 
by a t o t a l  of 48*.7$, whereas i t  increased  only by 5.4% i n  
1966, Tota l  Soviet  trade w i t h  COMECON countries  developed a s  

1946 = 583 million  roubles 1946-1 gfjo = 41.4% annually 
-1 follows : 

1950 = 1,753 
1955 = 3,267 
t958 = 49.174 

I t  I l  1950-1 955 = 13.2% I l  
II l1 I 955-4 958 = 8. 5% Il  
I t  l?  1958-1 960 = 14.5% 11 . 

1960 = 5,469 l1 $1 1960-4 964 = 3OP7% I t  

1 964- = 8,232 I? 'l, 1 965 2.9% 

1.966 = 8,437 II  I t  
1965 = 8,474 1t I 966 =--4.4$ Il 
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* .. 

-7 24. However, in   o rder  no.t - t o  lose i ts  economic hold on 
as te rn   mope ,   the   Sovie t  Union must maintain  the  present  trade 

p a t t e r n   i n  which  over 60% of COMECON'S-foreign trade is based on 
intra-area exchanges. T h i s  implies  that  the  Soviet Union w i l l  

' have t o  continue Co be the  main raw ma te r ia l   suppl ie r  f o r  COMECON 
while  trying, a t  the same time, t o  increme  the  share of machinery 
and equipment i n  the  trade with i t s  COMECON partners. PreVai1in.g 
terms of trade will'rnake this 8 c o s t l y   a f f a i r  and it can  be 
expected  that  the  Soviets w i l l  t r y  t o  mitigate  the  painful 
economic e f f e c t s  b3J manipulating  the  financial  side of the  foreign 
trade  transactions,  There a re   i nd ica t ions (? )  t h a t  the  Soviets  are 
thinking  in  terms of changing the .exchange r a t e  of the  ruble   in  
such a way as t o  make - i n  COMECON trade - raw material  export6 
more expensive and Eastern European  machinery  supplies  cheapera . .  

25. From the Eastern European countries '   point of view,  the 
present   pr ice  mechanism undoubtedly  offers  certain  advantages 
These countries  are  assured of m uninterrupted  supply of m w  
mater ia l s   a t   p r ices  which are  not  subjected t o  world  market 
f luctuat ions.  They can,  furthermore,  be  sure of a-market f o r  most 
of their   industr ia l   products .  These a r e  essent ia l   e lements   in  EI 
planned economy.  However, technical probess is  bound t o  be slow 
under  such  conditions.  Technical know-how and sophisticated 
machinery cannot be supplied by the  Soviet Union t o  such an extent 
a s  t o  make i t  possible f o r  even  the  technically more advanced 
Eastern European countries  (not t o  speak of the  others) t o  catch 
up with the  industrialised  ifest. . .  

26. I t  is, therefore ,   not   surpr is ing t h a t  some of the COMECON 
countries should make i t  c l ea r  thst the  idea of economic autarchy, 
be- i t  i n  one country o r  within a group, is a l ien  t o  them,  They 
s a y  that,   according t o  the  general l i n e  which had  been co l lec t ive ly  
l a i d  down a t   a t  conference a t  Karlovy  Var$(2),  the  policy- of 
peacef'ul  Co-existence  manifests i t s e l f   i n  the economic sphere i n  
the .  developnent of in te rna t iona l   re la t ions  and t i e s ,  COMECON 
countr ies   s ta te(3)   that   they  are   carrying  out  this policy 
according t o  their needs and according t o  the  extent t o  which  the 
Fiestern countries are pPepare-d t o  co-operate. Such a trend 
ind ica tes  t h z t  a t  Least .some of the COMECON countr ies   l ike Rumania, 
Poland,  Czechoslovakia and perhaps  even the Soviet-occupied Zone 
of Germany a r e  more inclined t o  pa r t i c ipa t e   i n   t he  world-wid.e 
divis ion of labour by extending  the  principle of peaceful co- 
exis tence  into the. economic sphere  rather  than t o  t r y  - to  establish 
8 Cos t ly  "Social is t  market" and limit co-operation and spec ia l i sa t ion  
t o  the exchange of goods within t h i s  thoroughly  inward-looking 
society,  

. .  

e 
4967, Page 25. 

(2) ath-26th  Apri l ,  1967.  See a l so  P0/67/309, paragraph 8, The 
relevant  aragraph o f  the Karlovy Var? statement  reads.as 
f O l l o w s  : 'Ending the   Ar t i f ic ia l ly   c rea ted   bar r ie rs   in  economic 
relat ions between the   soc i a l i s t  m d  c a p i t a l i s t   s t a t e s  of 
Europe wouXd be 'of particular  importance f o r  a l l  s t a t e s  and would 
be  conducive t o  fruitful   co-operation,  including broad qgmements 
in  the  sphere of production and scient i f ic   research".  

Permanent Representative t o  COMECON, JarO6ZeWiCZ, on 11th May, 
(3) For example, statement by the P o l i s h  Deputy  Premier and 

1967. 
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DEVXLOPMENT O F  PRICES FOR SOVIET EXPORTS 

IRON 
OF CRUDE 3 I L ,  Hz;RD COAL IRON O R E  BC PIG - 

In  o r d e r  t o  show the development o f  prices f o r  r z w  
mater ia ls   in   Soviet   exports  t o  COUECON countries and compare  them 
w i t h  prices paid by the ’;?est, four   essent ia l  commodities  have been 
chosen (crude o i l ,  hard  coal,  iron  ore and p ig  iron) f o r  which 
dats-is  available  over a period of 10 years. To make p r i ces  
comparable  and, a t  the same time, take  mcount of the Soviet 
currency reform i n  1960, old  rubles  have been taken a s  a basis. 
I n  view of t h i s  somewhat a rb i t ra ry   ca lcu la t ion ,  figures quoted 
i n  t h i s  paragraph should be regarded a s  price ind ica tors  
ref lect ing D price trend and not as   represent ing an exact  price 
Teire1 . 

( a.) Crude O i l  

Soviet exports t o  COMECON countries  developed  as 
follows ( i n  thousand  tons) : 

The average price p a i d   t o  the Soviet Union by the  industr ia l ised 
West was i n  1955 57.94, i n  1960 44.1 8, i n  1963 39.1 O, In 
1965, I t a l y  and Japan  paid .34089 and the Federal  Republic of 
Germany 40.43. Although these figures show a constant  decline 
in   Sovie t  Crude o i l  prices,  average prices pa id   in  the West(2) 
have declined even more r ap id ly  thcm p r i ces  .pa id  by COMECON 
countries t o  the  Soviet Union(3). The application o f  the 1960-64 
world pr ice  base t o  the 1966 COMECON o i l   t r a n s a c t i o n s  has, however, 

(1 ) To make comparison possible, p r i c e s   a r e   s t a t e d   i n  o ld  ruble8 . 
throughout,   In  order  to  arrive  at   corresponding U S  d o l l a r s  
at the o f f i c i a l  ra te  c f  exchange, divide by 4. 

spec i f ic  grav i ty ,  

i n  1 960 and l T003 d o l l s r s  (68.1 2) i n  1966, 

( 2 )  F o r  Kuwait crude oil c i f  the United Kingdom 0,80-0,97 

( 3 )  From 22.63 d o l l a r s  (90.52) i n  1958 t o  19.1 9 d o l l a r s  (76.76) 
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subs tan t ia l ly  narrowed  the price gap  which exis ted  in  the ea r ly  
60's between wor ld  p r i ces  and those pa id  by COMECON, The pr ice  
difference  in  1967 between world' pr ices  and the higher ones paid 
by COMECON countries f o r  Soviet  crude o i l  of  compar8ble qua l i ty  
should be something less than ?O$',, 

(b) Hard Coal 

Soviet  exports developed es f o l l o w s  ( i n  thous8nd tons) : 

Average .p r ices  .paid to .  the Soviet Union .by the indus t r ia l i sed  West 
were i n  1955 46.76, i n  1960 4 0 ~ 1  O, i n  I 963 34.1 9. In  I 965, 
Belgian  coal so ld  a t  pithead was priced a t  35 do l l a r s  (140) a ton 
while German coa l  from the Ruhr was costing 15.6 d o l l a r s  (62.4) 
per  ton,  The p r i ce  of coal  imported from the  United  States py 
the EEC count r ies   in   ear ly  1966 was about l 2  d o l l s r s  a ton (-48). 
It can be argued, however, that the  coal  in  the West is of b e t t e r  
qua l i t y   bu t ,  from the COMECON countries'  p o i n t  of-  view, Soviet coo l  
is cheaper  since i t  has not t o  be paid f o r  i n  hard currency. 1,s 8 
resul t ,  COMECON countries  continue t o  emphasise coal ,  whereas 
throughout  the world crude o i l  is being  favoured a s  a prime 
energy  source . 

( c )  Iron Ore 

Soviet  exports  developed as  fo l lows  ( i n  thousand tons) : 
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Rumania 
Poland 
CSSR 
Zone . 

Hungary 
Non- 
Communist 
countries 

kversge  prices  paid: 

W 
n.a 
noa. 

n.a. 
4301 2 

n* 80 

49.39 28.21 n.3. n o  a, 

For  comparison,  Swedish ore  delivered  cif  Rotterdam i n  1964 WEIS 
j u s t  over I O  d o l l a r s  a ton However, Soviet  ore which has  
a forgeabi l i ty  o f  53% contains a very high percentage of s i l i c o n  
oxide and causes a high consumption o f  limestone and coke i n  
b l a s t  furnaces. This accounts, f o r  example, f o r  the high running 
costs  of the T.zech metallurgical  industry - 3s the Czechs 
themselves admit 

( a )  Pig Iron 

Soviet exports developed as  f o l l o w s  ( i n  thousand tons) : 

Average prices paid : 

Mongolia , _  

Rumania 
CSSR 
Zone 
Polcnd 
Hungary 
Bulgaria 
Indus t r ia l i sed  West 
Developing  Countries 

1965-63 
327 
267 
272 
261 
249 
245 
234 

noao 
n0a. 

It  is evident t h a t  COMECON countries  paid  considerably more f o r  
Soviet p ig  iron than the West, W t h i n  the COMECON group, Rumania 
and CSSR had the  disadvantage of l I rubles./ton and l?/ rubles/ton 
respectively a s  compared with the average pr ice  p a i d  by the .:..her 
COMECON countries. 
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