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SIGNI.I;‘ICII.NT FEATURES AND TRENDS 

Action Sheet 

At, its meeting on 15th October, 1974, the Council 
took note, by the silence procedure, of the report in 
document C-M(74)60. 

(Signed) G. SEIaRIS 
Executive Secretary 

Notes: (1) This action sheet is part of and shall be 
attached -to, document C-M(74)60 as the top sheet 

(2) This action sheet may be considered as 
Wnclassified~: when separated from the document 
to which it refers 
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g!IImE 
COUNCIL FOR MUTUAL ECONOMIC ASSISTANCE .' 

SIGNIFICANT FEATURES AND TRENDS 

Note by the Chairman of the Economic Committee 
-. 

The Economic Committee assisted by experts from..- .:. 
fcapitals,' examined the current situation and trend in. COMECON 

: ',: '1 ,afrairs , on-the basis of v&rious national contributions'. The 
attached paper does not aim to summarize all the.inform&tion 
supplied. It calls attention to certain basic features of 

r COMECON and to issues which might inte:rest the Council in its 
appreciation of developments in the W&Saw Pact area. : 

-:: ?. The Council is invited to take note.,of'this report.: 

.: 
i i L 

'(Signed) Y. LAULAN 
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THE COUNCIL 06 i"IUTUAL ECON,OMIC AID(l) 

$Leport by .the EconomicCommittee, 

SUMMARY ~ CONCLUSIQ&S 

,...'. ?;.... Experience shows that Soviet leaders.:'haGe consistently 
;, ,b&f@@',,? with varying success p ._ . . . . .._... . 
"-gk~.-.I policy. to use 'COMEC,QJV a~,~~~~~~:~~~~~~~.~~~~~~, of 

Their ability to manipulate the organization is 
based partly .:on': t,heir.,.own .m~l:tary_,and.,ecdno~ici. strength and their ,, , __..,___ . . . . . ,-. - . . 
ideological influence and partly on the divergence of interests 
among the :other m-embers.- : : " ,'. . . . ^ _., .^,. . " . ;. . . . . .-... . I ..: ._., _' .,. ,- 

2. .;-, S-w&et. : ~~~~,~es-~~~,~~,~.,,~~~~,.pus~~~~...ec9.~~~i.~~~.~9o.~.~~~bilit~es of 
COMECON is smaller thari‘that of the East European countries for 
which econom,ic,.co-op,eratAon is a matter of great importance. The 
Sovi-ets, however; are very, c,oncerned with' the' political~~~ c&sequences 
of: economic arrangements within C‘OIVIECON. '.,,. (' y ., ,,, . . . . . .L,. II: '. 

'. -; i : /' ..'. : _: .: ,' :. : 
.i 3. :.. ,.The present phase'!'-& COMBCQN. development,. shouldi 'be,! seen 

as part .o;f;Tthe sc,enario of"dde'tente in' :Burope.. ' Parallel"'Gith' 
Soviet willingness...to:negotiate;with~the .West.is a determXnation 
to consolidate its hold over Eastern Europe. Soviet insistence 
on:,that part: of the COMECON Comprehensive. Plan .which would 
institutionalize the distinction between the l'Socialistl* system 
and the rest of the world to the detriment of that element of 
the programme which sought to attenuate differences is really 
the economic aspect of the Soviet overall design which goes under 
the name of the Brezhnev doctrine. 

4. In th.e past.Soviet.,ability to use economic strength as 
an instrument of policy was limited; in 1968 resort to military 
measures was necessary to bring Czechoslovakia into line. 
Recent economic trends have been to the advantage of the Soviet 
Union. The possession of ample energy and other raw material 
resources at a time when the world at large is conscious of a 
growing shortage of these things has greatly strengthened the 
Soviet economic position vis-&-vis the other members and 
reinforced its r&e as undoubted leader of the East. 

5. Recent events have also redounded to the benefit of 
the Soviet Union in the ideological field. Over many years the 
contrast between the obvious*structural defects of the Eastern 
economies and the striking successes of the more flexible market 
economies created pressure for economic reform in the East, ,Nowo 
however, inflation and the associated social difficulties in ' 
~e.srtem-countri.e.s-ha~e_pro~i.de_dtbe_Soviets with.fresh"&rguments 
in favour of their system and'seriously~weak~n~~theposit~ of 
the Eastern reformers. :, ::,. : / 1.' 
(1) Known as CMEA, CEMA or COMECON 

‘N‘ d-~ .+ “,O’ ,.,“_ .;; . . . ...-...: . . . . . . . . . ,,..,...,_. Y_ .., -.i.: 
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:. ..' . . . . . . I ." ._ . . 

SIGNIFICANT FEATURES AND CURRENT TRENDS 
..;., ,,_, 

I. COMECON - A GEOGRAPHICAL AREA AND AN INSTITUTION 

and an economic area. Parallels with Western areas and 
,y," ,' 

6. COMECON(1) can be considered both as an institution, 

institutions suggest themselves, but are somewhat misleading. 
Just as the: Soviet constitution is a very imperfect guide to 
conditions in the USSR, so declarations in COMECON documents -' :' 
are only an imperfect reflection of reality. 

7. The changes in the geographical composition of..COMEC.ON. 
overits twenty-five years ,of history illustrate rather well its 
use as a general instrument-,-of Soviet policy. In the fifties 
it comprised the USSR and all the states in Eastern:.Europe 'which 
had come'under Soviet control. In the early sixties, as the 
result of the Soviet quarrel with China, Albania tias squeeied 
out and Mongolia brought in. Yugoslavia became an:associate in 
1964, while in 1973 Cuba was enrolled.as a full,member. At the 
moment it:looks.as' though:special arrangements might be: 
contemplated for other Latin American countries. 

-' x3. : The institutional aspect of COMECON has-always been 
rather vague, and even today there is some doubt about-its exact 
status-,in international law. The reality behind the faqade has 
been the degree of agreement between the political leaders or 
the level of their acquiescence in Soviet wishes. ‘Very often‘: 
this agreement is expressed in a bilateral,treaty. Thus, in the 
early days when COMECON was a framework for the fostering of- 
intra-bloc trade, it was through bilateral treaties that 
preference was given to trade. between partners at the expense 
of trade with the Western world. 

:9. Since the mid-fifties the institutional aspect-of 
COMECON has growri. A charter was written and a large variety 
of institutions were created. 
formal 9 

Many of these have been somewhat 
concerned largely with the spreading of information 

between governments, but in recent years more business-like. 
bodies havebeen set up, 
or:,institutions, 

involving relations between- enterprise-s 
some of which, in the domain of armaments and 

electronics for instance, 
function. 

appear to have a certain policy-making 
A certain co-ordination in the financial sphere was 

aimed at by the creation of the COMECON banks,-the International 
Bank' for Economic Co-operation (1964) and the International 
Investment Bank (1971). i 

(1) See Annex'for outline of history 'and structure 

NATO RESTRICTED ,, .I I. . 
-3- 

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



N A ‘-f. 0 ” R E fj T R’ .I: .C T . ..E.. D 

. 

"' C-M(74,j60 -4- 

10. Reading the charter 'one' could. con&de that it..... Y.'.:..' ..:'.:. .:..::,:- 
guarantees very adequately a.member's sovereignty and that, as 
long as it remains unchanged?, integration cannot go beyond -,:: ; 
what the members accept. Juridically this may be so, indeed 
the USSR may have as much reason to rejectbeing'bound by 
COMECON.as ,any,othermember, but the realities of the situation: : 
will be decided by the- conviction, the force of,argumenti the '.' ) .: 
relative political, economic and military influ,ence exerted by ". 
members in council. 

II. ~'COMECON INTEGRATION / 
1;; ',For a long time the word ~ltintegration~f was unacceptable 

in COMECON circles as being a capitalist phenomenon or I 1. :', 
inconsistent with the charter. About five years' ago; however, : 

, it was given a socialist definition and it has now replaced 
vsco-operation.'! as the natural corollary of tespecializ.atlonl~. 
In actual fact integration should perhaps be defined as the, 
mutual dependence, of enterprises, regions,, countries which arises 
as the result of the division of labour between these,units and s 
the subsequent exchange of specialized production. : 

1.2. ..Industrial specialization is typical o'f all economically 
developed countries and,its significance increases where the '. 
optimum scale of production rises relative to thelsize of the 
internal market. Small but advanced countries such asthe GDR 
and Czechoslovakia, find'that they can only accommodate a limited 
number of industrial processes efficiently, The problem so far, 
is much less acute in lessdeveloped countries such as Rumania, 
while large, populous countries, like the USSR and-the USA,, can 
afford to retain the whole'range of industrial actlviti.es. They 
may still choose to import certain foreign manufactured ~ 
specialities which they could make themselves, but whereas 
the que,stion of industrial.spe.cialization is vital in the case 
of smaller countries-, for these very large ones it is marginal. .,, ,, 

13. In the market economies,!'where, ec,onomic decisions are. 
strongly..influenced by market prices based on production'costs 
and on ,current demand, ,the specialization pattern is largely 
commercial, that is, the %particular enterprise, region or country 
tends to concentrate on those activities inwhich it has a 
comparative advantage. .In the ,COMECON area the position is .:, ". 

. . 'i rather different. Prices, fixed by planners :for their own 
\ purposes9 do not necessarily reflect cost and demand. In making ..'., 

decisions affecting enterprises or regions within a country the I. 
local planners will presumably take into account their own 
estimates of costs but as between countries, where the prices 

---struct;ii'~es-%Knot "c~mparabl:e_,de-cisio.ns ace...re.ached .as the _ ̂_*,.,,_ 
result of administr'ative conside~6nsand~~ount~~--~~~r c-ountry- 
bargaining. 

2~ A, T.. o.... .R..E. S. '-J R wx C ..T-j'J 'E.:.D 
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14. Integration or the mutual dependence resulting from 
the linking up of economic activities in contiguous areas tends 
to create a federation of equal regions or the economic 
,,absor@tion .-of. the smaller by the larger. In the COMECON area 

:'where the political authorities are particularly keen on assuming 
re.s@onsibility for economic affairs economic integration could 
hardly fail to have far-reaching political consequences.. 

III. CURRENT TRENDS 

(a) Impact on COMECON of recentevents on Western markets -_r- 

15. Although to- some extent COMECON, as a distinct 
socialist system, is insulated from trends in the outside world, 
it is in practice not possible to..eliminate altogether 
repercussions of phenomena affecting'tne world market such as 
inflation and the energy crisis. ' 

_' 
(i) Monetary influences 

.: 
16. COMECCX countries have always suffered from their own 

form of inflation in the sense that current demand exceeds supply. 
There is a,good deal of excess purchasing'.power in COMECON 
countries but since, among other things, prices are not free,to 
rise, the'internal economic problems are not the same as 'those 
associdted with inflation in the West. It should be added that 
were economic reforms including a flexible price system really 
carried out in Eastern Europe, the influence of world trends 
would be considerable.. 

,I 7 D Since COMECOM trade with the Vest is effected in 
Western currencies and a-i; Yes-tern prices, inflation on Western 
markets has meant.,that both import and export pL*ices have risen, 
not necessarily to the same extent, The.tr'ade balance is thus 
directly affected by- the infla-tionary trend.. 

18. Beyond this, however, there is the problem that intra- 
COMECCN trade prices are themselves based on Western market, 
prices. These tend to be fixed at the beginning of the planning 
period, so that a complete overhaul of COMECCX foreign trade 
prices-may.be necessary in 19'75. Should Western market prices 
settle down by that time, no particular problem need.:aris.e after 
the one-time adjustment but should the outlook be, for a 
continued rise, COYBCON countries mightbe faced with the need 
to lconsider eith,er a year1.y review of prices. or even a new 
sys,tem.'altogether, In the past there have been advocates of 
.a. specific ‘COMECON -@.ce 'sys-&.mlll: based presumably on a new 
Soviet system; Continued inflation on Western markets would' 
provide ammunition for this school of thought., 

NAT 0 RESTRICTED_ .- .,. 
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'('ii) '.?hk' Energy 'Crisis i . 
1.. lgi, 'The immediate .eff:x-ts of the energy crisis.,on'COM&CON 

6ountrie.s .have been slight. The &a&European countries are net 
importers 'of energy.and. the,,Soviet Union, .supplies ,the overwhelming 
buik,of this, at'prices laid down at the beginning cf the present 
planning period 1971-1975. The USSR could reasonably insist on 
a very different pattern of prices as from 1976. ,The.East 
European countries would also, no doubt, increase the price of 
tneir~*exports.,~ but-on balance.the terms of trade,-would turn 
against .them. It was probably,in anticipation of something of 
the sort that East European governments called the attention of 
the public to the energy crisis last autumn. ',., : 

20:. 
. . 

Throughout Eastern Europe as elsetihere'there has-;'been 
a steady shift from coal consumption to that of oil and- gas&d 
it is possible that this trend may be halted. Indeed decisions 
taken at the recent COMECON summit meeting in Sofia (June 1974) 
imply thatin, future stress will be put on natural,gas and 

-electricity, partly generated with nuclear fuel.: Nevertheless, 
oil supplies are likely to remain a problem for these countries 
in the near future:.' If the Soviets continue to meet the.bulk 
of.:East European requirements, and deny themselves the extra, 
revenues they could get in the West, 
further East ,European 

they might well insist on 
commitment to COMECON in' one form or 

another. If, on the other hand, they were to persuade the E&t 
Europeans to look elsewhere for large supplies of oil, they 
would have to agree to the allocation of considerable East 
European output- to pay for this. On balance it seems, at this 
juncture, that,, the Soviets..will opt for the political advantage 
of,keeping the;,J&s-" 2 L yuropeans .bound to themse1ve.s by trade,,, .:'. 

~, ; '. 
(b') Implementing .. '. -the Comprehensive Programme ' ,,, : !, ', 
2rl. :A new phase in the history of COMECON, started in the 

w&e~of,events i&Czechoslovakia in 7968, is associated'largely 
'with the l'Co.mprehensive Programmell, 

' years of discussion..'of: all 
accepted in 1971 .after two 

aspects of .economic activi'ty and 
co-operation.'. There-had been two distinct approaches to the.: ,.' 
idea of z:co-operatidn and integration. On the 'one hands the' 
Soviets and some.others maintained that common or co-ordinated 
planning was,. the natural, 7Fqocialist)j 
in the socialist countries,' 

way to. promote:integra,tion 
whereas.the Poles and the Hungerians 

had argued that specialization and integration would'.,evolve more 
naturally. if the. East Wrop.ean countries .j;ntroduc.ed: rational 
price. systemsand made.their currencies convertible at least 
among themselves. The.progr&me, as' adopted, obscures: the issue 
by-i‘~c~~~~n~-a~~~th-e-~dea-s~ut-~or~,a-rd.~tho:u-gh~no~- -en -an-equal..- 
footing. The Poles were reported to have been very disappointed 
at the outcome of discussions, 
for the planners. 

which in practice was a victory 

_-- 

,. :. ;. ;. 
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22. Subsequently a great deal of attention and publicity 
has been,.given to the question of co-operation in planning and 
in arranging projects in common. 
plan co-ordination was 

Already in 19,70 a measure of 
achieved in that the publication of the 

East European Five-Year-Plans (*197141975) was deferred until the 
Soviet trade requirements were written in. The degree of plan 
co-operation in respect of~l976-7980 will certainly be greater. 
The announcement of the formation of an 911nternatfonal Planning 
Agency!' in 1975, headed by Baybakov, 
looks very significant indeed. 

the chief Soviet planner, 

23. The financial reforms mentioned in the Comprehensive 
Programme remain at the stage of discussion. Tne introduction 

.of coherent price systems in COMECON,countries and the 
acceptance of currency convertibility would be a major reform 
implying an upgrading of the r61e of money and some limitation 
of planners' prerogatives. In view of political implications 
of such a reform it is understandable that little progress has 
been made. For their part the Soviets have indicated that 
they attach ideological priority,to the concept of co-ordinated 
planning and tnat financial measures may follow once the major 
objectives of integration have been achieved. It has moreover 
been pointed out in Soviet publications that preoccupation with 
financial reform is the characteristic of those whc wish to 
introduce market elements into the system or even change the 
political character of socialism. 

24. Despite what seems to be the considerable success by 
the Soviets in realizing their aims within COMECON, it seems 
likely that most if not all East European countries will persist 
in trying to defend what remains 
and some of them m&y continue 

of their economic sovereignty. 
to press for reform of prices and 

currencies. 

25. The outcome of all this is still uncertain but there 
is no doubt that the power of persuasion of the USSR has greatly 
increased. Five years ago it was necessary to resort to the 
military instrument to discipline a recalcitrant ally, economic 
measures against Czechoslovakia would not have been effective. 
Recently, however, Soviet influence in the eoonomic sphere has 
been,greatly enhanced in two ways: 

(i) The effect of the energy crisis and of the rise in 
tne prices of gold and raw materials has been 
to improve the Soviet terms of,trade thus giving 
the leaders the option of earning more convertible 
currency in the West or being able to exert more 
pressure on Eastern Europe. 
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Secondly there is inflation in the.West, In the 
post-war period the non-appearance of massive 
depression was.a s.erious,'disappointment to Soviet, 
ideologues wlx~ had counted heavily on this 
particular !'contradiction of capitalism7' to. 
justiI^y the systeti they,had adopted and imposed 
on Eastern Europe. They have taken keen 
interest in the strike movement, but this is an 
issue that has to be handled with care. Western 
inflation however is a real windfall.. To those 
who teach. that capitalism germinates the seeds of 
its own destruction,, it must be satisfactory.to 
note that Yestern leaders, whiie.belatedly' 
admitting that inflation threatens the very 
,fabric of, society, are'apparently unable to control 
the forces,.they have unleashed. Great attention ', ' 
is being given in the Soviet media to the 
unfolding of this drama9 which, it is hoped,- " 
will also serve as, a warning to those reformers. 
in Eastern Europe who were misguided.enough to 
want'to replace i7socialist11 planning with m.arket, 
techniques,. 

26, hong the issues mentioned in reports on proceedings of 
the 28th COMECON session in. Sofia in June, the following seems to 
be the most important: 

(i> 

(ii) 

: (iii) 
1:. (. '.. " ?, ,; 

Further progress is claimed to have been made in 
planning the integration of the COPGZCON. economies 
in so far as several countries have now'incorporated 
in their national plans sections dealing 
specifically with questions of specialization 
and integration,. ', 

In addition to the many multilateral agreements 
on co-operation in science and technology already, 
signed - 27 according to: Fadayev, the Secretary 
General.of .the organization - mention is now made 
of a COMECON agreementon standa,rdization, 
apparently, however, not signed by Rumania, which 
would imply a. new stage' in technical and 
industrial relations between member countries. 

The trend.towards common projects has'gathered 
force], .A.lready by the ,end of the sixties 
several joint schemes were in operation, 
including such projects as the '?FriendshipV1 
p.ip-ejj-ne- ~d-~.~e.-ll-p~a~eJL _. :powe~gr-id-.---.In_the 

along'with the Bank for last few'years, 
-.- 

International Investment, many new projects 
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have been launched, the most important of which 
concern the participationof East European 
ccux$ries in the development of Soviet resources(l). 
Special stress is being laid on the need to 
co-ordinate plans for the.supply of energy. The 
ability to exploit and deliver various forms of 
energy is a strong card in the hands of the 
Soviets. At the present time they may be 
reluctant to commit themselves to increasing, to 

&any large extent, 
Eastern Europe,, 

their deliveries of oil to 
but by offering natural gas, 

electricity and equipment for nuclea$?ired 
power stations they can hope to ret&in or 
reinforce their hold over the economies of 
Eastern Europe. 

CC>:. 
i, : .’ / 

27, In recent years there has been a decided rise in the 
trade of COMECON countries with the West absolutely in relation 
to total trade. This is partly due to the rise in prices but 
there has also beeti a rise in volume; The Soviet Union h&s ' 
itself wished to st:ep up its trade with the West9 and this 
implies that the other COMECON members should be allowed to do 
likewise. It is not,,,clear how far this new trend will go. In 
an effort to improve'trade relations with the Westi several : 
East European countries (Poland, Rumania, Czechoslovakia'and 
Hungary) are participating in GATT as full members, 
has even jcined the IMF, 

and-Rumania 

I (d) COMECON and the EEC 

28, Some Western observers see a parallel between'the EEC 
and COMECON. In fact the organizations are very different, both 
juridically and in practical terms. The European Coinmunity is 
the creation ,of a number of West European nations.which sought 
by means of economic union to achieve a form of political union 
COMECON, on ,the other hand, serves effectively to perpetuate thh 
effects of Soviet military occupation of the area in 1945 and.to 
curb any independent initiatives on the part of the East 

(1) Among these are'%‘ an iron and steel plant & Kursk 
asbestos plant in the Urals, the Ust Ulim paper ani glp 
scheme, 
projects 

a project to pipe natural gas from Orenburg. Other 
cover the transmission of electric -power from the 

Ukraine to Hungary, the development of energy or mineral 
resources in Poland and Bulgaria, and of nickel in 
Cuba 

'. 
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Europeannations; If COMECON consisted‘merely of the six East 
European countries without the USSR, there might be some point 
in a,‘comparison with the EEC. In fact, however, the Soviet 
Union, which has very little interest in forging specialization 
links with its neighbours, completely overshadows them in size 
of population, extent of territory, economic potential, military 
power and political ambition, 

: 29. In the days when'the USSR was less confident than now 
of its hold'.over,Eastern Europei itwas, distinctly hostile to 
the EEC, apparently fearing that the Community might act as a 
pole of'attraction for some East Europeans. More recently the 
USSR has changed its attitude and has raised the question of 
direct links.,between COMECOM and the Community. The East 
European members are not enthusiastic about this. They much 
prefer to maintain bilateral links with particular countries. 
It is not so much however 'that they object to dealing direct 
with the Community, they simply do not wish the Moscow dominated 
COMECON to speak for them. 

IVl DIVERGING INTERESTS AND ATTITUDES WITHInT COMECON . . 

30. The interests of COMECON members diverge considerably. 
First, there is the difference between the Soviet Union and the 
East Europeans and secondly there is divergence of interests 
between the latter. 

‘. 

:1 ,, (a) The USSR 

31 l As already indicated the USSR's main interest in 
COMECON is political since it has no real need to limit its 
industrial activity to certain specialities. The organization 
:serves as a convenient 'instrument of control'of Eastern Europe 
in the economic'sphere just as the Warsaw Pact does on the 'J 
military side, although'bilateral treaties would in the last ; 
resort achieve the same"purpose of control in both respects.:'. 
On the ideological level COMECON serves to some extent to 

,"bolster .Soviet leadership among the f?socialistv' countries in so 
far as economic solutions which happen to suit the USSR (such 
as planning) can be presented as essentially llsocialistvl ones. 
Finally, there appears to be a tendency to use COMECON to 
further Soviet policies beyond the s'socialistt~ area* that is, 

'"'in relations with the developing countries., /. ,, _: 
32. Naturally enough the Soviet, Unionis also anxious to 

derive economic advantage from COMECON. In the Stalin period 
the satellites were exploited economically but in recent years -. there has been ii-t-le e~~~~~~e--o-f-th-is-s-~o~~--o-f----thing..~_..--In_the 
sixties some pressure was put on the ,East Europeans'to invest 
in Soviet raw materials and energy but the reluctance of'some 

- 
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Countries.to do this may have been due more to political than 
economic reasons. Indeed, it could be said that in so'me cases 
the Soviets are prepared to pay an economic price to achieve ,a 
political gain, The sale of oil and raw materials to Eastern 
Europe is an example 0.f. this. In purely commercial terms it '.' ' 
Would surely pay them to sell more of their oil, ores, etc., to 
the West rather than to their COMECON partners, but in order 
to retain the trade link.with these countries the Soviets prefer 
to cont,inue to supply the bulk of their requirements in basic 
commodities.. ~ ., 

(b) The East Europeans 

330 The leaders of the East European states have this in 
common that being closely circumscribed politically they are,all 
the more inclined to find an outlet fortheir nations' influence 
and weight in the economic sphere over which they still retain a 
good measure of control. This is why some:of them have tried, 
with varying 'degrees of success, to undertake economic reform. 
The Stalin!economic model was even more harmful to economic 'I 
development in Eastern Europe than it was in the Soviet Union 
where the priority system at least promoted the rise of industry 
and the defence sector, both of which might be considered in 
the national interest. : ', : : I.C 

34’. ,On the other hand there are important differences,- in: 
the degree of economic development, t'fle ethnic and the 
demographic situation and the popular attitude'to the Soviet 
Union and to each other while the freedom of manoeuvre enjoyed 
by the leaders varies not only from country to country but also 
from time to time. Thus what seemed to be a feasible economic 
policy in CSSR in spring 1968 was no longer so in the autumn of 
the same year; economic policies proposed by Ulbricht were 
dropped under his successor; it was possible for Gierek after 
Danzig to advance policies which Gomulka would not have risked 
suggesting before then. 

35. For one reason or another the East Europeans only 
rarely present a common front to the Soviets. This was 
apparently the case in the early sixties on the issue of 
foreign trade prices, and there is no doubt a common 
determination to retain as much economic sovereignty as 
possible. 

36. The differences in outlook and interest among the East 
European countries seem striking. The Bulgarians, the most 
willing to follow the Soviet line, appear to be reasonably 
satisfied with things. It was not always so; in the early 
sixties they, like the Rumanians, took exception to the COMECON 
plan, subsequently abandoned, that the two Balkan countries 
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should cbnoentrate largely on agricultural production. Now, " 
partly'as th,e,result of the massive credits 'they received, 
especially from the USSR, they now enjoy a higher living 
standard 'than thei,r benefactors, The Rumanians 
hand have received relatively little 

on the other 
h 

from their COMECON brethren, 
ess sympathy 

" 
37.’ The.Poles may feel that with patience 'and endeavour, 

they will emerge as the .greatest nation 'in the area - after the 
Soviet Union - while the Hungarians appear to be hoping to 'i 
improve their position by quietly and steadily reforming their 
economic system and building up their trade,? ,.,; ,,,.;; 

38 i 'Czechoslovakia and ,East Germany, the two most 
developed titates in the are&, 
the COMl$('IN:'connection. 

have so far benefited little from 
Czechoslovakia has been hampered 

economically by the loss of the skills and experience of the 
Sudetan Germans, by ,the rivalry between'czechs and Slovaks and 
by inability,, owing to political circumstances, to choose a 
pattern of industry and foreign trade really adapted to-the 
circumstances of the ,country. 

: _: 
39. 

Union, 
The GDR at first exploited then favoured by the-Soviet 

has buirup the strongest economy in the-area but it is 
under great pressure to direct its trade towards the 6SSR and 
above all to keep relations'.with.the Fe'deral Republic at an 
unnaturally low',level. 

', .: ; : 

._ 
;.. : 

, . 

. 

i 

‘. 

. ..“.. <’ ..:. 

--- ._.__ _ ,. 
----WV_ 

., 

: ,.’ 

NT, R I C T E.'D . 

-12- 

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



N A ‘:T 0 R E S T R I C T,E D 

COMECON HISTORY AND STRUCTURE 

A. Historical Outline '- 
1. The COUNCIL FOR MUTUAL ECONOMIC ASSISTANCE was founded 

in January 1949 - the first meeting of the USSR and its associates 
at the:state' level, 
Czechoslovakia, 

The original members were the USSR, Bulgaria, 

following month, 
Hungary, Foland and Rumania. Albania joined the 

the GDR in September 1950. 

2. Four phases in COMECON history may be distinguished: 
..I (.a)' The St alin Period (1949-54) 

From its foundation until shortly after StalinTs death 
,' COMECON was practically dormant. The Soviet Union 

,exe;+ed its influence bilaterally and all members 
accepted a Soviet type economic structure and policy. 

(b) The Khrushchev Period (1954-63) 

This active phase of COMECON is associated with: 
Khrushchevls adventurous poli.cies. Already in 1954 the 
practice of self--sufficiency for the smaller states of 
Eastern Europe was recognized as uneconomic and t'ne idea 
of a socialist commonwealth was mooted. In 1956 the 
creation of COMECON institutions began in,the form of 
12 standing commissions - afterwards increased to 20 - 
and in- 1959 the Statute was approved. In the early 
sixties Khrushchev sought to use COMECON as a frontboth 
against the Common Market and China. In this connection 
the Albanians left COPTBCON in 1961, and Mongolia was 
brought in in 1962. 
more effective, an 

In'order to make the organization 
Executive Committee was set up in 1962, 

and a set of principles was proposed. Khrushchev's 
attempt to create a single planning organ for all members 
provoked the open resistance of Rumania and no doubt the 
tacit opposition of others, 

(c) The Quiet Period (1963-68) 

Early in 1963 the Soviets gave up the attempt to impose 
supra-national 'planning and reverted to bilateral forms 
of agreement. In this period COMECON structure was 
quietly extended.and consolidated on the basis of 
agreement among willing members. Considerable efforts 
were made to expand trade and to develop inter-country 
specialization, 

.._. 
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ANNEX to .2- 

(d) The New Thru& (1969 onwards) 

The occupation of Czechoslovakia and the set-back'to the 
reform movement in Eastern Europe helped to consolidate 
Moscow~'s ascendancy in Eastern Europe on the basis of which 
the Soviet leaders could afford to negotiate with the 
We s t o The, concept of socialist integration was put for- 

'ward as the "Comprehensive ?rogramme" in 1969, and 
approved in 1971. The major theme of this composition, 
loudly voiced by the Soviets, was co-ordinated planning 
and, where possible, common planning, while countries 
like Poland and Hungary were associated with the minor 
theme of price reform and currency convertibility. 

3. At present full members are:' Bulgaria, Cuba, Czechoslovakia, 
GDR, Hungary, Mongolia,; Poland, Rumania and the USSR. 
Yugoslavia is an associated member; North Korea and North 
Vietnam have observer status and Iraq asked in spring 
1973 to obtain a similar status, Finland recently 
signed a co-operation agreement with COMECON. 

B. 

4'. The COUNCIL meets in full session about once a year. In 
addition special meetings may be held. 

5. Since. I962 there -has been an EXECUTIVE COMMITTEE which 
meets every few months and brings together high national officials. 
Two .new committees at, this same level; the COMMITTEE FOR CO-OPERATION 
AND PLANNING and'the .COI'!ll'JITTEE FOR SCIENTIFIC AND TECHNICAL 
CO-OPERATION were set up in 1971. 

6. The SECRETARIAT is a permanent staff which co-ordinates 
the activities of the various other bodies and reports to the 
Executive Committee and the Council., T ', .: 

,.7 * There are now about twenty STANDING COMMISSIONS which 
deal with various economic sectors. Some of these have links with 
SPECIAL BODIES such as the Electricity Grid, the Druzhba Pipeline, 
the Wagon Pool, the COMECON banks and those concerned,with metals9 
chemicals, ballbearings, etc. These specialized organs do not 
necessarily group all COMECON member countries but only those who 
have a specific interest in them, 

8. 'Somewhat similar to the commissions.are the STANDING 
CO~~FER~N~~S-conc~e~n~d-w~~h-such-ma~~ers as ,legal affairs, patents, 
freight, etc; There are also -.--- _--.- ._____ two institute&-dealing respe-ctively -- 
with standardization and the economic problems of the world socialist 
system. 

(1) A comprehensive account of COMECON structure can be found in 
AC/l 27-D/483 
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9. The two banks are subordinate to the Commission for 
currency and finance. The 
Co-operation (IBEC) began o sk is 
to clear all members' accounts in transferable rubles - the money 
of account of intra-COMECON trade. It accepts deposits and 
grants credits to members and it operates in convertible 
currencies in Western countries. The International Investment 
Bank (IIB) started to function in 19'71. Its main purpose is to 
-act deposits and to grant credits for COMECON projects, part 
of which can be in convertible currency. This bank also operates 
on Western markets. A special fund was set up in January 1974 
for economic and technical aid to developing countries. 
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