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

ORIGINAL: ENGLISH WORKING PAPER 

I, 

In mcordance with  the  objectives o f  COMECOM, the 
vcrious GONECON countries  are  pursuing a selective  import 
policy  vis-h-vis  the  West  aiming  at  the  gradual  replacement 
of  Western  investment  goods  by  products of Eastern origin: 
The  resulting  competition  between  Western  and  Eastern 
manufacturers shows that,  at  present,  the  Western  protiucts 
are  still  superior  to  those  from  the  East as regards  quality 
and  the  relatively  short  periods of delivery.  However, as 
industrialisation  within  the  Soviet  bloc  proceeds.  Western 

200 

firms  will in the  long run have  to  expect-  growing'  difficulties. 
on  Eastern  markets. 

2. It  is  the  long-term  aim o f  the  planned COMECOM 
integration  process  to  reduce  step by step  the  dependence on 
imports  of  Western  investment  goods  and  to  replace  them  by 
goods  of  Eastern  origin or to make  them  unnecessary  by 
importing  know-hew,  patents.  and  licences  from  the  West, 
According  to  this  concept,  the COMFCON member  countries  are 
being  told to adopt a selective  import  policy  vis-&-vis  the 
West  and - if possible - to achieve a surplus in the  exchange 
of  goods  with  Western  industrial  countries. In this  connection 
it  appears  likely  that  Iqestern  credit  offers  will  be  of 
interest  to  Eastern  partners  only in those  cases  where  they 
can be used  to  accomplish  essential  objectives of  economic 
development. 

3. Under  this  foreign  trade  policy, COMECON has agrasd in 
principle  that  prior  to  the  signing  of  major  commercial 
transactions  with  Western  industrial  countries,  especially  for 
the  delivery of industrial  equipment or technical  know-how on a 
credit  basis,  it  should  be  examined  whether  the  transaction 
concerned c m o t  be  carried  out  within COMECON. Only when  this 
is  not  possible  should  the  deal  be  signed  with  the  Western 
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p a r t n e r ,   I n  this case,  however, the COMECON country  concerned 
i s  -obliged t o  l e t  the o t h e r  COMECON c o u n t r i e s   p a r t i c i p a t e  on 
request i n   t h e   t e c h n i c a l  know-how against payment o f  a l o w   p r i c e  
which was thus obtained. 

. .  
I 

4. In   pract ice ,   however ,  this o b l i g a t i o n  i s  r a r e l y  made 

- N a t i o n a l   s e l f - i n t e r e s t   p l a y s  a r ô l e  which should n o t  
be   unde res t ima ted :   p r io r i ty  i s  g i v e n   t o  the 
development o f  t he   domes t i c   i ndus t ry  with t h e  a i d  of 
Western   c red i t s   bu t  without c r e a t i n g .  new dependences 
w i t h i n   t h e  East bloc.  The lack o f  a c o n t r o l  
i n s t i t u t i o n  w i t h i n  COMECON g r e a t l y   f a c i l i t a t e s  the 
unco-ordinated  act ion of t h e  COAIlECON member c o u n t r i e s  
vis-&-vis t h e  West. 

u s e  o f ,  f o r  the fol lowing  reasons:  

- The r i g i d  planning  system as w e l l  as the l a r g e l y  
i n f e r i o r   q u a l i t y  o f  t he   p roduc t s  compared with t h o s e  
o f   t h e  West  and the   unce r t a in   t echn ica l   ma in tenance  
i n c r e a s e   t h e  d i f f icu l t ies  f o r  b o t h  the supp l i e r s   and  
the p u r c h a s e r s   t o   r e a c t   q u i c k l y   t o   r e q u i r e m e n t s  as 
t h e y  aris e. 

5.. These aims are. b e i n g   r e a l i s e d   i n   t h e  various COMECON 
count r ies   by   the   fo l lowing   procedure  which i s  be ing   app l i ed ,  
sometimes  more l i b e r a l l y ,  sometimes more r i g i d l y ,  by the 
economic.   adminis t ra t ions.  

6, . The intended  import  o f  Western  investment goods, 
i r r e s p e c t i v e   o f   t h e   f i n a n c i a l   i m p l i c a t i o n s ,  i s  examined i n   t h e  
first p l a c e  by t h e  bank r e a p o n s i b l e   f o r   t h e   i n v e s t i n g  firm. 
Approval  depends on whether 

- the investment  i s  ju s t i f i ed  by the Plan,  

- as regards q u a l i t y ,   p r i c e  and terms o f  payment, the 
Western  goods  ensure  the  a t ta inment  o f  a c e r t a i n  
e f f i c i e n c y  and p r o f i t a b i l i t y   l e v e l   ( e x p r e s s e d   i n   t h e  
c a l c u l a t e d  ttoptimum inves tment   var ian t t t )   and  

- the   p lanned   impor t   f rom  the  West cannot   be  replaced by 
a purchase   wi th in   the  COMECON a rea .  

7. If the planned  investment  i s  w i t h i n   t h e   p r i o r i t i e s  
e s t a b l i s h e d  by t h e  Plan, t he   expec ted   e f f i c i ency  and t h e   p e r i o d  
of d e l i v e r y   a r e   t h e   d e c i s i v e   f a c t o r s   i n   t h e   c o m p a r i s o n   b e t w e e n  
a Western and  an Eas t e rn   o f f e r   wh i l e  the p r i c e  and p o s s i b l e  
amort izat ion  payments  come second.  However, t h e   y a r d s t i c k s  
appl ied t o  t h e   t e r m   t t e f f i c i e n c y t t   d i f f e r   i n   t h e   v a r i o u s  COMECON 
count r ies   and   can ,  moreover, c-ge from  one year t o  t h e   n e x t .  
They are   governed   by   economic   po l icy   d i rec t ives  w i t h i n  t h e  
framework of t h e  overall  concept ,   such as the  promotion of 

' e x p o r t - o r i e n t a t e d   i n d u s t r i a l   b r a n c h e s  by increased,   imports   f rom 
t h e  West, o r  a restrictive import policy intended t o  covetr only  
t h e   r e q u i r e m e n t s  of some branches   o f   spec ia l   impor tance ,  

I 
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8. A s  a r e s u l t  o f  the   au thor i sa t ion   procedure   ment ioned  
above,  Western and Eastern  investment  godds producers  compete 
with one another on the   inves tment  goods marke t s   i n  the Sovie t  
bloc. However, t he   fo l lowing   r e se rva t ions   mus t   be  made which, 
i n  view o f  t h e   i n t e g r a t i o n   a n d   i n d u s t r i a l i s a t i o n   p r o c e s s  
w i t h i n   t h e  COMECON, a r e  however,  only val id  f o r  the n e a r  
f u t u r e  

Offers  by Eastern  compet i tors  are n o t   y e t  o f  g r e a t  
weight. If any  investment goods are being  produced, by GOUC.3N 
countr ies   which - perhaps  because o f  Western know-how o r  
Western  l icences - a r e  o f  equa l   qua l i t y   bu t   cheape r ,   t hey   a r e  
p r i m a r i l y   e x p o r t e d   n o t   t o   o t h e r  COMECON coun t r i e s   bu t  t o  t h e  

. West, Moreover ,   the   compet i t iveness  o f  E a s t e r n   e n t e r p r i s e s .  i s  
g e n e r a l l y  hampered by f u l l y   u t i l i s e d   c a p a c i t i e s  and t h e  
r e s u l t i n g   l o n g   d e l i v e r y   p e r i o d s  e 

IO. If the  modernisat iom o f  the   p roduct ion   processes  
c o n t i n u e s   t h e   c a p a c i t i e s  o f  t he   me ta l -p rocess ing   i ndus t r i e s  
e s p e c i a l l y   t h e   e n g i n e e r i n g   i n d u s t r y  grow and t echno log ica l  gaps. 
a re   success f s ' i l l g   c lo sed ,   t he   s i t ua t ion  on the   inves tment  goods 
market w i l l  gyeat ly   change i n  f avour  of  goods o f  Eas t e rn   o r ig in .  
It can  then be expected with a high degree o f  p r o b a b i l i t y  
tha t  Western  offers  - even  those  connected with a c r e d i t  
o f f e r  - w i l l  be d i f f i c u l t   t o   p l a c e .  Thus, i n  t h e  CSSR$ it i s  
now recommended t o   t h e   b a n k s  that they   should   sugges t   the  
es tab l i shment  o f  a oonsortium o f  firms before g r a n t i n g  an 
i m p o r t  a u t h o r i s a t i o n  for investment  goods on a c r e d i t  basis 
from the West. It i s  the p r p o s e  o f  this recommendation t o  
pre-f inance  investment   requirements  f r o m  domest ic   investment  
o r  foreign  currency  funds  without  resor t ing  t o  a Western 
c r e d i t .  It c a n n o t   b e   r u l e d   o u t   t h a t   t h i s   m e a ~ u r e  w i l l  be - .  I 

imi t a t ed  by t h e  other COMECON c o u n t r i e s ,  

11 , Long-term COMECON planning  envisages that  t h e  f o r e i g n  
+ rade   po l i cy  o f  member coun t r i e s   shou ld   be   be t t e r   co -o rd ina ted  
and c o n t r o l l e d  on an i n s t i t u t i o n a l  basis, This can a l s o  be 
seen   f rom  the   fac t  that  it i s  an   ob jec t ive  of  economic 
i n t e g r a t i o n   t o   c o - o r d i n a t e   t h e  economic p l a n s  and  t h e   j o i n t  
planning o f  c e r t a i n   i n d u s t r i a l   g r o w t h   l e a d e r s .  

t h e  COMECON i n t e r e s t   a r e   a l r e a d y   b e i n g   g i v e n   p r i o r i t y .  F o r  
t h e s e   p r o j e c t s ,   t h e   d e l i v e r i e s  by t h e  various p a r t n e r   c o w t r i e s  
w i t h i n  t h e   b l o c  as w e l l  as Western  countries  are  Ioeticul.o?rsly 
planned,  There  have  been rumours that  t h e  CONECCN Commi-btee 
f o r  P lanning   Co-opera t ion ,   es tab l i shed  i n  1971 , and  the  
COMECON Commission f o r  Foreign Trade w i l l  assume b o t h  t h e  
c o n t r o l  and  the  co-ordinat ion o f  t h e   f o r e i g n   t r a d e   p o l i c y  o f  
t h e  member c o u n t r i e s .   B o t h   i n s t i t u t i o n s  are t o  be  granted 
a u t h o r i t y  t o  give i n s t r u c t i o n s  t o  t h e  COIKECON member coun t r i e s .  

12. J o i n t  COM3CON p r o j e c t s  as w e l l  as those   which   a re  i n  
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11, :han -A-" Countr ies  

13. Because  of their  a c c e l e r a t e d   i n d u s t r i a l i s a t i o n  
Albania, Yugoslavia,  Rumania and Bulgar ia   depend  to  a vary ing  
degree  on imports of r'&w materials and  investment goods and on 
f o r e i g n   c r e d i t s  from West and  East, For this reason ,   these  
c o u n t r i e s   a r e   a b l e   o n l y  t o  a l i m i t e d   e x t e n t  t .0 b a s e   t h e i r  
economic p o l i c y  on n a t i o n a l   i n t e r e s t s ,  

The speed of  A l b a n i a ' s   i n d u s t r i a l i s a t i o n   p r o c e s s  
l a r g e l y   d e p e n d s  on t e c h n i c a l  and f i n a n c i a l  a i d  by Red China. 
!?his aid made i t  p o s s i b l e  t o  e s t a b l i s h   i m p o r t a n t   i n d u s t r i a l  
p r o j e c t s  and   key   f ac to r i e s .   P r io r i ty  has been  given. to the 
improvement o f  t h e  raw material bstsia and e l e c t r i c a l   p o w e r ,  
p roduct ion ,  35 ma jo r  p r o j e c t s ,   p r e f i n a m c e d   l a r g e l y  by  Sek-ing, 
which are t o   i n c r e a s e  also t h e   e f f i c i e n c y  of the process ing  
i n d u s t r y ,  are p l a n n e d   f o r  the  period  from 1971 t o  1975. The 
share o f  .Red  China i n   A l b a n i a ' s   f o r e i g n  t rade  is  55-60$. 

.15. .Notwith@tmding the  Albanian-Chinese   l inks ,   the  
Government i n  Tirana  emphasises Albania's a s p i r a t i o n s  t o  
economic  independence, However, th i s  aim can  only be reached 
i f  Albaa ia -  expands i t s  l i g h t   i n d u s t r y   a c c o r d i n g   t o   t h e  most  
modern requirements  with f u r t h e r   . C h i n e s e   s u p p o r t  amd s m o r t s  the 
products  against payment in  foreign currency,  The first r e s u l t s  
have already been  noted. 

16, m a v i a  

The fo l lowing  figures show the e x t e n t  o f  economic 
dependence: 

Indebtedness  vis-à-vis t h e  West u n t i l  1971 about 
US $2,600 m i l l i o n  

W e s t e r n   c a p i t a l   p a r t i c i p a t i o n  i n  Yugoslav 
e n t e r p r i s e s   u n t i l  1971 us $560 million 
Foreign  currency earnings 1971 - Trans fe r s  by Yugoslav workers 

abroad US ." $600 .miIIion - Earnings from tourism US ~$350 nilaion 
US $3,6?O m i l l i o n  

GNP, 
This amount r ep resen t s   abou t  one t h i r d   o f  Yugoslavia's 
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5. 

17. The d i f f i c u l t  economic  problems,.such as the  
i n c r e a s i n g   i l l i q u i d i t y   o f  the  e n t e r p r i s e s  and bmks. accalcjpa'hd 
i n f l a t i o n ,  a high b a l a c e  o f  t rade  d e f i c i t ,  have r e c e n t l y  
i n d u c e d   t h e   S o v i e t s   t o   i n t e n s i f y   t h e i r   i n f l u e n c e  on Yugos lav ia ' s  
economy, 

18. Thus, c r e d i t s  have been  offered t o  the  Yugoslav 
Federal  Government  and the Governments o f  t he  i n d i v i d u a l .  
Republics of t he   Fede ra t ion  - without ~useess up to E o ~ J .  
However, a Soviet-Yugoslav  ban-king  consortium was se t  up,   In  
th i s  way, the  f irst ,  S o v i e t   c r e d i t   a m o u n t i n g   t o  $130 m i l l i o n  was 
g r a n t e d   t o  a Yugoslav enterprise withnut an I n t e r g ~ v e ~ ~ ~ e n t a L  
agreement, The c a p a c i t y  o f  t he  sh ipya rds  on the A d r i a t i c   c o a s t  
a re  f u l l y .  u t i l i s e d  as a' r e s u l t   , o f  l a rge  Sov ie t   o rde r s ;  . S o v i e t  
t echn ic i ans   supe rv i se  the product ion,  Due t o  Soviet   advance 
payments i n   f o r e i g n   c u r r e n c y ,  the sh ipya rds  have been a b l e   t o  
cover  t h e i r  Western  import  requirements  without d i f f i c u l t y  i n  
recent   months   and   to  improve t h e i r  f i n a n c i a l   s i t u a t i o n .  . 

. .  

19. A s  a resul t  of the t rade  agreements   concluded last 
year f o r  the  per iod  1971-1975  between  Yugoslavia  and the  
Sov ie t  b l o c  countries, i t  can be expected that Yugoslavia's 
tra8e with the  COMECON w i l l  g row f a s t e r  than h e r  t r ade -wi th  
the West. Although the  share o f  the  COMECON c o u n t r i e s   i n  
Yugoslavia's t o t a l   f o r e i g n  t r a d e  is only about 28% a t  p r e s e n t  
(of  which the most i m p o r t a n t   t r a d e   p a r t n e r  is the USSR,, the 
Sovie t   b loc   covers  50% o f  Yugos lav ia ' s   impor t   requi rements   for  
coa l ,  p i g  i r o n . ,   r o l l e d  s t e e l  and scrap. 

20. Rumania 

Rumania's  economic  dependence i s  an established fact  
owing t o  her membership i n  COMECON and her s igna ture   imde ' r  the 
COMECON Complex  Programme. Never the less ,  Rumania tries t o  
pursue a f o r e i g n   t r a d e   p o l i c y   w h i c h   l o o s e n s  the economic t i e s  
with the   Sov ie t   b loc  and  which thus runs   counter  t o  the 
in t eg ra t ion   p rocess   des i r ed   by  the Sov ie t  Union.  Rumania's 
i n t r a - b l o c   t r a d e  (49$), i n c l u d i n g  t r ade  with t h e  USSR (27%) i s  
i n f e r i o r   t o  the  corresponding figures o f   t h e   o t h e r  COMECON 
c o u n t r i e s ,   w h i l e   t h e  share o f  h e r   t r a d e  wi,th the Western 
i n d u s t r i a l   c o u n t r i e s  ( 3 6 $ )  i s  h i g h e r  than that of the offher 
coun t r i e s .  The a t m u a l l y   r e c u r r i n g   d e f i c i t s   i n   t h e   b a l a n c e  o f  
t r a d e  with the West amount t o  between  Lei  1,100  and  1,500 
mi l l ion .   Therefore ,  and a l s o  because of large c r e d i t s ,  Rumania 
i s  the  most  i ndeb ted  COMECON country  vis-&-vis the West, 

21, The aim of  Rumania's  Five-Year  Plan  (1971-?975) i s  an 
a c c e l e r a t e d   i n t e n s i f i c a t i o n   o f   t r a d e  with the West, s o  that  t h e  
s h a r e  o f  the  COMECON c o u n t r i e s   i n   t o t a l   f o r e i g n  t r ade  w i l l  
d e c r e a s e   t o  about 43% u n t i l  the  end  of  1975.  Rumania's 
Government p lans   to   ex tend   and   modern ise  her p rocess ing  
i n d u s t r y  f o r  e x p o r t s   t o  the  West by inc reas ing   t empora r i ly  i t s  
Western  indebtedness.  
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22. The ea rn ings  o f  foreign  currency  which w i l l  thus be 
obtained will be  used i n  t he   l ong   run  t o  pu r sue   na t iona l  
economic aims, independent O€ b l o c   i n t e r e s t s .  

23,  Whether  Rumania w i l l  s u c c e e d   i n   f o l l o w i n g   t h e s e   l i n e s  
a l s o   a f t e r  - the present  Pive-Year  Plan has been  accomplished 
appears  more than doubt fu l ,  It seems that Bucha res t l s  economic 
l eade r sh ip   ove res t ima tes  i t s  export   chances on world  markets 
and t a k e   t o o  l i t t l e  acooun t   o f   t he   vu lne rab i l i t y  of Rumania's 
meta l -process ing   indus t ry   due  t o  i t s  dependence on o re  and 
coke  imports f rom the Sovie t  Union. . Moreover, as. an. 
i n s t i t u t i o n   u n d e r  Moscow's a e g i s p  COMECON i s  deve lop ing   i n to  a 
supra-na t iona l   agency  with far-reaching  powers.  If Rumania 
wishes t o   a v o i d   f u t u r e   p o l i t i c a l   c o n f l i c t s  with the USSR, h e r  
government w i l l  have t o   a c c e p t  the aims of  COMECONts economic 
po l i cy . .  

24, =aria 

Bulgaria is  considered by the USSR as t h e  m o s t  l o y a l  
s u p p o r t e r   b o t h   w i t h i n  COMECON and   the  Warsaw Pact ,  Bulgaria's 
complete  economic  dependence on COBSECON, e s p e c i a l l y   t h e   S o v i e t  
Union,   a lone i s  enough t o  g u a r a n t e e   i n  MOSCOW'S eyes that iCs 
i n t e r e s t s   a r e   s a f e g u a r d e d  f o r  a long  t ime.  

25, 75% of B u l g a r i a ' s   t o t a l   f o r e i g n  trade is  w i t h  t h e  
COMECON c o u n t r i e s  (among them 55% with the  USSR), In  f u l f i l m e n t  
of the Complex Programme, this share, which is  already the 
highest i n  the e n t i r e  COMECON a r e a ,  i s  l i k e l y  t o  i n c r e a s e  as 
from 1975 t o  85% o f  which 60-656 will then  be with t h e  USSR. 

26. Her impor t  r equ i r emen t s   a r e   dec i s ive  f o r  Bulgaria's 
f o r e i g n   t r a d e   p o l i c y .  They are being  covered  by  the  Soviet  
Union as f o l l o w s t  

c o a l  : lOC$ 
p e t r o l  : 96$ 
i r o n   o r e  : 80% 
machinery  and equipment: 55% 

27, The p o s s i b i l i t i e s  f o r  e x p o r t s   t o  the West are  l imited 
because o f  t h e  low l eve l  of i n d u s t r i a l i s a t i o n . ,   T h e r e f o r e ,  
Bulgariaqe p rospec t s  t o  i nc rease  her impor ts  from t h e  West a r e  
s t r i c t l y  l imi t ed ,  Moreover, t h e   d i s c o n t i n u a t i o n   o f   d e l i v e r i e s  
from t h e  COMECON could   para lyse  the Bu lga r i an   i ndus t ry  almost 
completely.  

NATO, 
11 1 O Brussels .  
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