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Economic Integration among Socialist Countries

Introduction: :
Increasing 1nternatlonallzatlon of the economic life is

one of the phenomena of the economlc development in the second
half of this century, resulting above all from the necessities‘
of the scientific-technical revolution and 1ts requlrements as
to the national economies. Thls development seems to be more |
or less independent from the existing socio-economic condltlons
in the countries concerned. The establishment of integrating
communities among groups of socialist countries, western count;

ries and developing countries is an expression of this tendency.

Thus theory and practice of international economic cooper-

ation and integration are an important subject of discussion among
1) | ‘
economists in all parts of the world and a theory of economic
2) :
integration is being elaborated. These problems are of special

importance for developing countries~ e.g. for Arab states accord-

1) See the papers of the Fourth World Congress of the International
Economic Association on "Economic Integration: World Wide, Reg-
ional, Sectoral" BUDAPEST, 19-24 August 1974.

2) See: Balassa, Bela "Towards a Theory of Economic Integration"
Kyklos, 1961, pp.l-~14, G.Kohlmey "Economic Theory and Socialist
Integration" Academy Publlshlng House, GDR, Berlin, 1975, Senin,
"Socialist Integration",Progress Publishers, Moscow,1973.



ing to the purposes of the Agreement of Arab Economic Unity- in
the struggle of these countries for creating "the best conditions
for the prosperity of their economy, the development of their
wealth and reinforcement of their welfare”.3) Hence it follows
that analyses of the experiences of integrating groups of west-~
ern countries (EEC) and soclalist countries (CMEA) w1th regard

to the principles, aims and the mechanlsm of economic 1ntegra-“

tion should be of some 1nterest.for economists of developing

countries.

This paper is aimed at‘analysing some aspects of economic
cooperation and integration among socialist countries in the
framework of CMEA. The»process of estaﬁlishing the integrating
community of CMEA countries will be presented especially under
the historical view in conformity with changing internal and

external conditions.

In the first chapter you find a general view oo the histor-
ical development of economic cooéeration and integration from
lower to higher stages and an analysis ofvsome.results.of this
process. Chapter two comprises the systeﬁ and the elements of
the mechenism of economic cooperation under socialist conditions

i.e. taking for granted puplic ownership of the most important

e G a o ow - D P D P SR TR WP R G M WS D G G S D D

3) See: "Council of Arab Economic Unity—What 1s it, what is it :
" for, What did it?" Cairo, 1976, p. 5. :



means of production and a system of socialist planning of the

national econmy in the countries concerned. According to the

outstanding role of cooperation in planning as the main instr-
ument of socialist economic integration methods, tendencies and

problems in connection with this subject are dealt with in the

third chapter.



(1) Historical Development of Economic Cooperation among the

Member Countries of the CMEA.

1.1 Starting conditions for the economic cooperation

among CMEA countries.

The possible success in establishing integrating communit-
ies depends to a high degree on the political and economic con-
ditions and relations within and between the countries concer-
ned, e.g. the socioeconomic conditions, the level of the econ-
omic development, the level and the structure of the internat-
ional economic relations between these countries and to third
countries etc. An analysis of these conditions will help to
decide whethe; the establishment of an integrating community is
possiblé at all at the time being and what aims, methods and
organizational forms should be chosen. When Somparing the results
of existing integrating groups, e.g. of EEC and CMEA, the starting

couQitions of the countries concerned have to be considered too.

The conditions for establishing £he community of CMEA
countries at the end of the forties can be characterized as
follows:4)

1. The political situation in Europe in the wake of the second
world war favoured the economic cooperatio: among East

European socialist countries, above all due to the following

reasons:

4) See: N.W. Faddejew "The Council of Mutual Economic Aid"
Moscow, 1974, Chapter 1.



a~ Using the experiences of the USSR several East Europ-

ean countries began moving to socialist societies;

b- Europe was divided into two opposed groups of count-
ries with different political and socio-economic cond-

itions and structures;

c- The beginning of the "cold war", especially the funct-
ion of the U.S. "Marshall-plan-aide-programme" for West
European countries and the.establishment of the "Coord-
inating committee for East-West Trade Policy (COCOM)"
in Paris, aimed at introducing and implementing a comp-
rehensive embargo-policy against socialist countries,
stimulated a cloéer economic cooperation among East
European socialist countries.S)

2. Uniform socio-economic conditions in socialist countries,
bagsed on the same political and ideological relations and
the transition to social ownership of the most important
means of production, were fundamental prerequisites for the
foundation of an integrating community. This is in confor-
mity with our opinion in principle that establishing ar. in-
tegrating community is possible only in the case of uniform
socioceconomic conditions of the countries concerned. At the
same time there existed interdependences between the estab-

——y G am " T wn e W - - -

5) See: E, Hoffmann "Comecon-The Common Market in East-Europe"
C.W. Leske Publishing House, Opladen, FRG, 1961, p.1l3.
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ishment of this community and the gradual development of

a socialist world market with favourable repercussions on
the economic cooperation among this group of countries.G)
Resulting from different conditions in the historical
development and from the huge 1oéses during the second

world war, the economic level in the member countries of

the CMEA community as a whole was much lower than the res-
pective level in the West European Economic Community (EEC).
In éddition to it, the differenées with regard touthe econ-
omic level were éxtremely high between the countries of +this
area. By reason of the economic situation in the pre-war’
time Czechoslovakia and the GDR were already highly devel
oped industriélized countries. But the division of Germany .
into two separate states had a lot of negatlve effect° on the
proportional development of the national economy of the GDR,
as the greatest deposits of raw materials and the centre of ,
the heavy industry were situated in the western part of the

country. Other countries like Romania, Bulgaria, Hungary

| and Poland were characterized at that time by a predominantly

agrarian structure of the national economy, by a low level
' 7)
of labour productivity and a low national income per capita.

See: “Socialist World Economic System" Volume 1, Publishlng
House Mysl, Moscow, 1967.

See: In detail: N.W. Faddejew. Op. cit, p. 23-44.



These great differences had negative effects on the
level and the structure of the economic cooperation in the
first stages of the development of the CMEA community, es-
pecially in the field of scientific-technical aﬁd industr-
ial cooperation. Hence it followed that evening out the
economic development levels of the individual member coun-
tries was one of the main purposes from the early heginn-
ing. New problems in this field have to be solved in conn-
ection with the widening of this integrating group of coun-
tries by the membership of Mongolia (1962), Cuba (1972) and

Vietnam (1978).

The share of the intra-trade between the member countries
of an integrating community in the total foreign trade of
the countries concerned is one of the most immportant fig-
ures characterizing the degree of economic integration.
Different from the situation in the EEC thé export- and
import relations between the East European countries at
the end of the forties were on a very low level. This
was due above all to the structure of European East-
West~trade in the pre-war time (in general there was . an
exchange of industrial commodities from Western countries
against agricultural goods and other raw materials from

Eastern countries) and to the specific problems arising from



the division of the former Germany into two separate
states.

Thus great‘efforts had to be undeftaken, in order to
change the regional structure of foreign trade of the East
European socialist countries by raising the share of the
intra-area trade. This problem is at'the same time connected

with the general question of determining optimal relations

| between intra-trade within an integrating community and for-
: 8)

 eign trade with third countries.

Further factors with far reaching impacﬁ on economic coop-
eration and integration among groups of countries are the
existence and the regional distribution of natural resources,
especiaily of vital réw materials and fuels, and the commun-
ication system. As to natural resources, the starting cond-
itions of CMEA countries were favourable for economic cooper-
ation. Résulting from the huge deposits7of the USSR of coal,
mineral ores, crude oil, timber etc. and according to the ag-
ricultural potential of the countries concerned as a whole a -
high degree of self sufficiency with the most important primary
goods, e.g. in the field of energy, was and is possible for
this integrating cbmmunity. This does not mean a policy
towards economic autarchy,‘but it promotés the stability of

economic growth within this area and reduces negative

8)

See: Paragraph 1.4 and 2.6.



effects in the case of discriminating measures by imperialQ
ist countries (e.g. during the cold war in the fifties, when
the U.S.A. and other Western countries applied.a strict em-
bargo policy against socialist countries), At the same time,
the location conditions in the field of raw materials are
closely connected with the problem of communication within
this group of countries. Whereas the regional complex of

East European countries, the nearness of most of the membe¢ -
countries and a well developed transportation system within
and between these countries, favour the process of economic
cooﬁeration in principleg), there exist some difficult tran-
sport problems with regard to a lot of raw materials. The
bulk of deposits of the ﬁost important minerals, timber etc,
is located in the Eastern regions of the USSR, in Siberia,
whereas the centres of consumtion are in the Western parts of
the Soviet Union and in the other member countries of the CMEA.
Hence it follows that in addition to high costs.of exploration
according‘to the extreme climatic conditions of this area
great transport problems have to be solved in this field.
Resulting from it, two of the so called "long-term joint coop-
eration programmes" of the CMEA refer to the problems of raw

materials and of the transportation system between CMEA

9) Special problems in this field arise from the different width
of track of the railway in the USSR and the other East Europ-
ean countries and from transportation distances to Mongolia,
Cuba and Vietnam.
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10)
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10)
countries .

Summarizing we can say that the political and economic
conditions in the wake of the second world war favoured =and
stimulated the establishment of an economic community of
socialist countries in principle, but that at the same time
some negative factors héndicaped the process of economic co-
operation and integration which have to be takeh into account
when comparing the results between the integrating communit-

ies of CMEA and EEC.

See in detail paragraph 3.4.
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1.2. The foundation of the CMEA- The main instrument for org-

anizing the economic cooperation

The process of economic cooperation and integration
among a group of countries is influenced in any case by the in-
stitutional procedure and the effectiveness of the joint organ-
izations, responsible for organizing and coordinating the activ-
ities of certain international economic communities like the
EEC, CMEA or the Council of Arab Economic Unity. Aims, prin-
ciples and the structure of such institutions will differ de-
pending upon the political and economic conditions within the
countries concerned and the reached level of international

economic relations between them.

Resulting from the aforementioned conditions and neccess-
ities the CMEA was founded in 1949. Member countries are since
1949: Bulgaria, Czechoslovakia, Hungary, Poland, Romania, USSR
(Albania joined 1949, too, but ceased collaboration 1961).

- 1950 : GDR

- 1962 Mongolia,

*

- 1972 : Cuba

- 1978 : Vietnam
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The CMEA was founded as a regional organization of
European socialist countries. Since 1962 Asian and American
socialist countries are members, too. Thus new tasks and
problems arise resulting from considerable differences in the
economic structure and level of some member countries and from

regional aspects.

In the following we shall concentrate on some selected
' problems which may be of special interest for international

economic cooperation and integration among developing countries.

1. In the statute of CMEA it is stated that the membership in
this organization is possible for other countries, too, "Jjoin-
' ing to the aims and principles of the council and agreeing to

ascept the duties laid down in the present statute”.

This means among other things that only those countries
can be members of CMEA which are characterized by socialist
planned national economies based on social ownership of the
most important means of production. The decisive role of
central planning in managing the national economies within
the member countries is a necessary prerequisite for the

whole mechanism of this specific socialist type of economic

11) Published in Law Gazette of the GDR, Part 2, of 14
June 1976.
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12)
integration .
Uniform political and socio-economic conditions and aims
in the couhtries concerned will be of great importance, too,
in the case of establishing inﬁegrating communities by groups

of developing countries.

2. Promotion of ecdnomic cooperation through the activities
of CMEA is carried out in accordance with the principles of
mutual advantage and friendly mutual assistance. How these
principles are put into practice can be demonstrated among
other things by the kind of price formation in foreign trade
among CMEA countriesl3), by supplying all the member countries
with the most important raw materials and fuels through the
Soviet Union and by a lot of special measures for supporting
the less developed member countries in the fields of industr-

jalization, education and training of specialists, scientific-

technical development etc.

3. Optimal connection of the national interests of the indiv-
idual countries and the joint or international interests of the

integrating community as a whole is a general problem in the

12) See in detail paragraph 2.1.

13) See in detail paragraph 2.3.
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case of international economic cooperation and integration.

The work of CMEA is characterized in this regard by the
principles of respecting the national sovereignity, independ-
ence and national interests of each country and is based on a
footing of complete equality. Different from the situation
in the EEC, there exist no supranational organs in the frame-
work of CMEA,l3a) in the procedure of decision making each coun-
try has the same right, independent from the size, and decisions
are adopted only on the basis of unanimity. The CMEA has no

Power to impose any decision against the will of the interested

country.

4. 1In contrast to West European integration, whose primary aim
is to establish a common market, the activities of the CMEA have
from the outset been oriented towards joint efforts in tackling
above all production and technological problems, shaping a modern,
highly efficient egonomic structure in the member countriés,
accelerating scientific and technical progress and rationalizing

the international division ofllabour.
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In accordance with these purposes, standing commissions of
different branches of the national economies as parts of the
institutional structure of the CMEA (see appendix 1) are engag-
ed to a great extent in the process of preparing and coordinat-
ing the conclusion of bilateral and multilateral agreements
between the responsible organs of the member countries on coop-
eration in the fields of production, scientific-technical dev-

elopment and investments.

5. Another fundamental characteristic of CMEA, which differs

in principle from the EEC, is the absenre of discriminating
common customs barriers against third countries. At the same
time, foreign economic policy and the conclusion of international
agreements with third countries are the full responsibility of
the individual member countriés and are not subject of the CMEA

or one of its organs.

1.3. Forms and methods of economic cooperation and integration

among CMEA countries in different stages of the development.

Internal and external conditions influencing integration
processes among groups of developing countries will chénge perm--
anently in conformity with the historical development in genéral
and certain specialities in individual countries or regions in

particular. Thus it might be useful to analyze forms and methods
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of economic cooperation and integration among socialist coun-

tries under different historical conditions.

Up to now we can subdivide this development into 4 stag-

- 1945 -~ 1949
- 1949 until the early sixties.
- from theAearly sixties until the-early seventies

- from the early seventies

a) PFirst stage: 1945 - 1949

This stage is characterized by first steps of introducing
new forms of international economic relations améng a group of

countries and the beginning of shaping a socialist world market.

Quality and quantity of economic relations between East
European countries, which were very low at the beginning of this
period, were influenced in the first line by changing socio-
economic conditions within these countries, Public ownership
became to be the predominant form in industry, banking, transp-
ortation and foreign trade during this period, whereas the devel-
opment differed considerably betweén the countries in the field of
agriculture (with regard to the shares of private fafms,:social-

ist cooperatives and state owned farms) and in internal trade.
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Based on this new role of the public sector in the national
economies as a whole and using the experiences of central pla-
nning in the Soviet Union since about twenty years the other
countries of this area sStarted their first attempts in socialist

planning.

International relations between these countries were char-
acterized above all by bilateral political economic and milit-
ary relations with the Soviet Union. The level of intra-area
economic relations was very low in the beginning, but the reg-
ional structure of foreign economic relations of all the coun-
tries concerned changed considerably during this stage in fav-
our of intrabloc relations. This development was caused above
all by:

- The important role of economic relations with the Soviet
Union for all the other countries of the area in this period
of reconstruction of the national economies after the great

destructions during the second world war;

- decisions of the U.S. Congress in March 1948 on an economic
blockade against socialist countries (the governments of U.K
and France joined to these conclusions).

Economic cooperation among this group of countries in this

first stage can be characterized as follows:



- 18 -

Bilateral agreements between the individual countries and
the USSR on economic cooperation including deliveries of
raw materials and industrial equipments, transfer of tech-
nological documentations without charge and granting cred-
its as parts of the economic aid of the Soviet Union were -
the core of international economic relations of the count-.
ries of this region. At the end of this period the Soviet
Union ranked first in the foreign trade of all the other
countries and the share of these countries in the foreign

trade of the Soviet Union amounted to more than 70%.

Foreign frade was the main form of intra-area international
ecénomic reiations whereas éuch forms like industrial coo-
peration were scarcely in action. Complementary function

of foreign trade'played an overwhelming role, the sﬁbétit-

utive function almost completely missing.

Prices in intra-area trade were formed on the basis of

actual world market prices.

International economic cooperation was carried out above
all in bilateral relations between the countries of this
region. But changing conditions within the socialist

countries, the development of intra-bloc relations and
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problems in the field of economic relations with third
countries -~ last not least arising from the economic blockade
by western countries-required more and more. common actions
and certain forms of multilate;al cooperation; Thus the

Council of Mutual Economic Aid (CMEA) was founded in 1949,

b) Second Stage: 1949 until the early sixties

The period can be described as the origin of a new type of
international divisién of. labour, the generatioh of a world
socialist économy and - és a paft of it - a relatively indepen-
dent world socialist mérket. The material structures as well as.
forms and-méthods of-intern;tional division of labour changed
fhndéméntallyhas c§mpafed with the situation before; The sep-
aration of a glbbal, uniform worid capitalist economy into two
different.world-economié systems seems to be very important,

too, with regard to the sﬁruggle of developing countries for a

"New International Economic Order".

These changes in the kind of international economic coop-
eration among socialist countries were caused and at the same

time stimulated above all by:
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- Completion of socialist ownership relations and the systems
of planning and managing the national economies within the

member countries of this community and

- new joint activities on the international level in the fram-

ework of CMEA.
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The main characteristics of this second stage of economic

cooperation among CMEA countries can be described as follows:

1.

Multilateral cooperation increased considerably both in
organizing material economic relations between the member
countries and in settling general methods for carrying out
economic processes(e.g. in price-formation, clearing'of
export and import relations in intra-bloc trade etc.)
These activities were organized and coordinated by the
CMEA and its organs. Hence it follows that there exists
now a combination of multilateral and bilateral forms of

economic cooperation.

During this stage first steps were realized in coordinat-
ing the five-year national economic plans among .the member
countries. This procedure started in 1955 for the period

1956-1960.

Mutual economic relations among CMEA countries were going
to be more and more diversified and comprehensive. 1In
addition to foreign trade the economic cooperation includes
now activities in the fields of scientific-technical deve-
lopment, production, investments, transportation etc.

First agreements on scientific-technical and industrial
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cooperation are concluded in the fifties and the first
joint measures are carried out in the field of communica-
tion(construction of the crude oil pipe line "Friendship"

and establishment of a "joint-goods-wagon-pool".

Mutual foreign trade relations are characterized now by a
higher degree of stability and long-térm relations. This
is caused above all by a higher level of national -planning
within the countries concerned, by international plan co-
ordination and the conclusion of bilateral five-year for-
eign trade agreements fixing the commodiﬁy structure of'

export and import.

New principles of price formation were introduced with re-
gard to intra-trade relations. As a first step(1951-1957)
clearing prices were left unchanged on the basis of average
world market prices of a preceding period(average prices
1949/first half 1950 for clearing prices 1951-1956 and
average prices 1956 for mutual prices 1957). Since 1958 a
completely new system of CMEA contract prices is in action
leading to a special level and structure of international
prices in foreign trade between these countries deviating

from actual world market prices and deviating, too, from
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14)
internal prices in the member countries.

c) Third Stage: from the early sixties until the early seven-
ties

Based on the results and experiences of international econo-
mic relations among CMEA countries during the second stage and
remafkable progress in the economic development within the
member countries, the whole system of economic cooperation was
accomplished. At the same time some contradictions arose bet-
ween the objective requirements of scien.ific-technical progress
and internationalization of the economic life on the one hand
and the cffectiveness of international economic cooperation in
the CMEA area on the other hand 5)
attain a new quality in the work of CMEA and at the end of this
period the so-called "Aggregate Programme for Further Deepening
and Tmproving Cooperation and Developing Socialist Economic

Integration of the CMEA Member-Countries" was adoptele).

The procedure of economic cooperation was improved during
this stage above all by the following tendencies respectively

measures:

14) See in detail paragraph 2.3.

15) See in detail paragraph 1.4.

16) See Documents of CMEA, State Publishinyg House of the GDR,
Berlin, 1971.
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Cooperation in the field of planning was accomplished to a
high extent and became the main method of organizing econo-
mic cooperation among CMEA countries. A whole system com-
Prising different forms and instruments was elaborated and
interrelations between Planning the national economies
through the individual member countries and internationa}

cooperation in Planning gained increasing importance17).

Cooperation in the field of production, including scien-
tific~technical and investments cooperation, became to be
more and more the core of international economic relations
among CMEA countries. The volume, commodity~-and regional
structure of export and import, especially in the field of
mechanical and electricﬁl engineering products, equipment
and means of transport, result now to a high extent from

agreements on specialization and cooperation of production,

In connection with the foundation of the "International Bank
of Economic Cooperation" and the introduction of the trans-
ferable rouble as an international currency of a new type a
multilateral clearing system in intra~bleec foreign trade
came to be in action(1964)18),

17) See in detail paragraph 3,1 and 3,2,
18) Bee in detail paragraph 2,3,
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1971 the "international Investment Bank" was founded, grant-
ing medium and long-term credits for important subjects of
common interest of the CMEA community. Credits are granted

in transferable roubles or in convertible currencies.

A lot of joint economic organizationsof CMEA countries for
different purposes were founded during this period(see
appendix 2), aimed at solving special problems of economic
cooperation. One of the reasons for tﬁis developﬁent was
the intention to speed up the process of international
specialization and cooperation in certain branches or groups
of commodities in addition to the activities arranged by the

. . . . . 19
respective standing commissions of CMEA(see appendix 1). )

Fourth stage: from the early seventies

The community of CMEA countries is now at the beginning of

a qualitatively new stage of economic cooperation, characterized

as "Socialist economic integration". Opposite to other opinions

in theory and practicezo) we hold the view that the categories

"economic cooperation" and "economic integration" should be dis-

tinguished in such a sense that integration expresses a special

19) See iIn detail paragraph 2.5.

20) See for instance some papers of the Fourth World Congress

of the International Economic Association, Budapest, 1974,
on "Economic Integration: Worldwide, Regional, Territoral.
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quality on a high level of economic cooperation.

The problem of characterizing economic integratioﬂ is of

general importance in regard to respective processes among

socialist countries, western countries and developing count-

ries. According to our view the following characteristics

should be considered when speaking about economic integration

in general, independent from the socio-economic conditions in

the groups of countries concerne

d=21)

Economic integration is a process of the development of
stable and comprehensive relations and of the division of

labour between national economies leading to the establish-

It is a regulated process requiring conscious and coordi-

nated activities of the states concerned in shaping the

Economic integration is predominatly (but not exclusively)

In the course of integration deep-going structural changes

take place in the national economies leading to new pro-

1.
ment of “international economic complexes".
2'
economic relations.
3.
oriented on regional groupings.
4,
21)

See Kur', Kroske, "Economic Cooperation and Integration of
Developing Countries"- Academy Publishing House, Berlin
GDR, 1976, Page 17.
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portions between certain branches aimed at raising the pro-

ductivity of social work in the countries concerned,

5. Economic integration is closely linked with political and
social relations. Hence it follows that opposite to in-
ternational economic cooperation in general establishing
integr. ting communities is possible only among countries

of the same socio-economic type.

Socialist economic integration is considered to be a long-
term historical process covering several stages depending upon
the respective internal and external conditions. Aims and
methods of integration will change, too, in conformity with the
reached level of internationalization of the economic life.

The present first stage of economic integration among CMEA coun-
tries countries is baséd upon the results and the experiences
of the past periods of cooperation. In so far it is a continua-
tion of the preceding process. At the same time, this stage

is characterized by some new elements and tendencies as follows:

1. The above mentioned aggregate programme for socialist econo-
mic integration, adopted at the 25th session of the CMEA
1971 is the first common document of these countries fixing

a long-term joint strategy on economic and scientific-
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technical cooperation for a period of about 15 to 20
years; In addition to the ai?s and methods of the futural
cooperation in principle this programme contains more than
200 concrete measures of international cooperation in
different fields of the development of the national econo-

mies.

According to the dimensions, volume and intensity of eco-
nomic, scientific and technological relations between the
CMEA member countries and their impact on the nalional
economies ,economic integration is now a decisive factor for
the development of the national economy as a whole in all
the countries of this community. 1In connection with increa-
singly adapting the national economies to each other in-
ternational regional economic‘complexes in some selectec

branches are coming into existence.

Based on different methods, instruments and institutions for
organizing economic cooperation being already in acticn,an
aggregate mechanism of economic integration is being estab-
lished providing full consistency between all the elements
of this system and aimed at stimulating optimal decisions

on all levels concerned. In this connection in_errelations
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are taken into consideration betwbken the étructure and the
development of this mechanism and the systems of manage-

ment and planning within the individual countries.zz)

According to the role of cooperation in the field of plann-

ing as the main instrument of socialist economic integra-

tion this system consisting of several components is being

accomplished and improved as a whole and was completed up

to now by the following elements:

- drawing up of a coordinated plan for multllaterally
agreed integration measures on the CMEA level and of

corresponding sections of the national economic plans;

-.elaborating joint long-term "cooperation programmes” for

selected branches or groups of commodities.

The new tendency in this field is characterized above
all by a higher degree of joint planning, taking into con-
sideration the conditions and aims of the integrating com-
munity as a whole as compared with the coordination of

national planning activities,starting from the conditions

22) See in detail paragraph 2.1. and 2.2.



-30-

and aims of the national economies of the individual

countrieszza).

In addition to measures provided for making cooperation

in planning more effective and interrelated with them

efforts are made aimed at raising the role of dommodity-
money-relations and the effectiveness of market categories
in the process of economic integration. This is in con-
formity with the general idea of‘connecting planning and

the use of market elements in socialist economics.

These measures include among other things the in-
troduction of new methods leading to a higher flexibility
in forming prices in intra-CMEA trade, an increase of the
role of medium-and long-term credits (bi-and multilateral),
especially connected with joint investments, and some
financial regulations in connection with the activities of
the new international economic associations. As to the
use of the transferable rouble and excﬁange rates in ther
afore mentioned "programme of socialist economic integfa-
tion" it is stated that the conditions for new steps with
regard to convertibility of the colleétive currency and

the national currencies and the transition to unified ex-

22a) See in detail chapter 3.
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change rates are to be investigated23).

6. The tendency of increasing integration among CMEA count-
ries is accompanied simultaneously by efforts aimed at
raising and improving economic cooperation with third
countries, especially with developing countries. The

following may illustrate this development24):

1

Agreements concerning cooperation between the CMEA and

the Republic of Iraq and Mexico were concluded in 1972;

- an agreement on cooperation between the CMEA and Fin-
3

land was concluded in 1973;

- a special fund was established with the international
investment bank of the CMEA countries serving to credit
measures taken to render economic and technical assis-

tance to developing countries(1974);

- based on a lot of bilateral and multilaterel agreements

foreign trade and other foreign economic relations

23) See in detail paragraph 2.3.
24) See in detail paragraph 2.6.



between CMEA countries and developing countries rose

above average since the beginning of the seventies.

The general idea is aimed at finding on optimal rela-
tion between economic integration among a group of socialist
countries and international economic cooperation on a world-

wide scale.

1,4, Some results of econamic cooperation among CMEA countries
When assessing the results of economic cooperation among
CMEA countries in the past 30 years,the most remarkable event
seems to be the estabilishment of a completely new kind of in-
ternational division of labour, connected with the creation of
a world socialist market and leading to a new type of interna-
tional economic relations.amongthis group of socialist count-
ries different from economic relations between capitalist coun-

tries.

The economic development of the countries of this comm-
unity as a whole is characterized in the first line by stable
and dynamic growth rates without cyclical crises and by re-
ducing the gap between highly industrialized countries and
formerly less developed countries in a historically short

period. But resulting from comparatively bad starting condi-
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tions the average level of labour product1v1ty and national
income per caplta is st111 lower than in the rost advanced

western sountr;es.g

In the following some selected results of economic co-

operation will be presented in detail:

1. Growth rates of industrial production a#e‘a main indicator
for economic development as a whole. Though the results in
this field are caused‘in.the'first line by conditions and
efforts within the individual countries it goes without

- saying thet economic cdoperation’emOng-CMBA‘countries, es-
pecially through coeperation invﬁianning and agreements on
specialization and coeperation:Of preductien as well as on
mutual foreign trade,‘influenCedgthis'process to a high

- extent. B R -

Table 1l:

Average annual growth rates of industrial production of

CMEA countries (percentages) :
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Country '1961/65 1966/70 1971/75 1975/77
Bulgaria 11,7 10,9 9,1 Ei5
Hungary T 6,2 6,4 4,6
G.D.R. 5,8 6,5 6,5 5,6
Cuba - - 8,7 4,0
Mongolia 9,8 9,9 9,2 7,0
Poland 8,4 8,3 10,4 9,0
Romania 13,8 11,9 12,9 12,0
JsS.5.R. 8,6 8,5 7,4 4,5
Czechoslovakia 5iy2 6,7 6,7 6,4

Source: Statistical yearbooks of CMEA

Tabie 2:

Average annual growth rates of industrial production

in-q%lected countries or groups of countries (percentages)

i
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1961/65 1966/70 1971/75
CMEA Countries 8,3 8,3 7,7
EEC - Countries 4,7 5,5 1,6
USsSA 6,1 3,7 1,7
Japan 11,3 15,9 1,9
bevé1op1ng COuntries 6,8 7,1 6,3

Source: Own calculations based on published statistics.

These figures demonstrate the positive results of a pl-
anned, stable and dynamic economic development both in the CMEA
community as a whole and in the single member countries. Adv-
antages both of planning the national economies and of interna-
tional cooperation in‘p1ann1n§ become obvious above all in per-

jods of depression in westem economies in the seventies.

At the same time we have to take into account still ex-
1st1ng shortcomings as to the technological level, labour pro-
ductivity and efficiency in some branches and dec11n1ng growth
rates in the last period in some countries, caused by the effects
of worsening terms of trade or by repercussions from other bran-

ches of the national economy (e.g. poor harvests in the'agricu1-
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ture of some countries).

2. According to the general aims and principles of economic
cooperation among CMEA countries countries considerable progress
was made in the field of evening out the economic development
levels of the individual member countries. Figures in table

1 show e.g. that industrial growth rates of such countries like
Bulgaria and Romania were ano are much higher than those of

other countries.

As to the national income per capita the difference between
the highest and the lowest Tevel in the European member countries
was reduced considerably. Whereas deviations from the average

level in the early fifties amounted tg ?bout 55% they decreased
5 ,
in a period of 25 years to 20 to 25%. During the same period

the maximum difference in regard to the 1eve;60f productivity
of social work was reduced from 109% to 52%. The same
tendency of approximating the economic levels can be proved in

the fields of 1ndustria1izat1on. the branch structure of the
ANRUIH % g aan
national economies as a whole, the share of col]ege graduates and
2509 Y oad: GIMIUST omap e

of sk111ed workers 1n the labour force of the country etc

P 12 B SN S * s RN P .
TR :fj.‘;},f. PO ] P |\,§ SEUn RS A J 1‘ \{‘ “n e, TREE A R T .,

P

25) -See:i"Soctalist -Foreign Economic :-Relations”, Berlin, .GDR .
1976, Page 49.

26) See: Economic science, 5/1977, Moscow, Page 94,

gy A
DT
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New problems to be solved in this field in the future will
arise following the membership of'cduntries like Cuba and

Vietnam.

3. As we mentioned before, economic cooperation and integration
among CMEA countries is not characterized in the first line by
establishing a common market but by creating and strengthening
stable and deep-going relations of cooperation in the fields of
science and technology, investments and production and resulting
from it changing and more and more mutuq11y adapting the struc-
tures of the national economies of the integrating community.
Balassa distinguishes in.thj; respect.between "“market integrat-

27
development integration®

jon" (see e.g. the develbgménthf‘EEC) and "production and

Some results in this field of cooperation are as follows:
a) Based on several hundred bilateral and mulfilatera1 agree-
ments on scientifi¢~technica1 cooperation a high degree of
common research work on the international level was realized.
In the middle of the seventies more than 1,700 scientific

institutions of CMEA countries (institutes of academies of

27) See: Bela Balassa "Types of Economic Integration" Paper
at the Fourth World Congress of the JEA, Budapest, 1974,
P. 5.
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sciences and universities, research institutes in diff-
erent branches of the national economies) were involved in
this international cooperation, applying different forms and
methods.28) In some fields common international research
centres and design offices were established. This mechanism
has helped, for instance, to desigh and arrangé production

on the lines of international specialization and cooperation

of a common CMEA third -generation computer system.

Cooperation in the field of investments led among other
things to joint construction of international oil and gas'
pipeline networks and of some great projects for exploit-
ation and processing important raw materials according to
the location of minerals. -These joint investments were
concentrated above all in the USSR (crude oil, iron ore,
cellulose, asbestos, phospheric acid etc) being the great-
est supplier of minerals and fuels for all the other CMEA
ébuntries. Further examples are the cooperation in expl- .
oiting and processing thg deposits of copper and molybdenum

in Mongolia and of nickel in Cuba.

28)

See P.A, Lebin "Scientific-technical Revolution and Social-
ist Integration" Publishing House Science, Moscow 1973 p.84
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The structure of industrial production, export and import
of CMEA countries, especially of the smaller ones, was
changed to a high extent by a great number of long-term
bilateral and multilateral agreements on specialization

and coaperation of production. Whereas specialization in
the production of final products and between different ind-
ustrial branches was the prevailing form in the first per-
iod of cooperation, the present and futural development is
characterized more and more by specialization in the prod-
ucti&n of parts and sub-assemblies(i.e. within a certain
branch) in connection with international cooperation in
the stage of final productibn. Typical examples for the
first type are the spec1a1iiation on buses (Hungary) and
motor cars (GDR, CSSR) or on the concentrated production

of different kinds of tractors in USSR, Poland, GDR. The
second type is realized inter alia in the cooperated pro-
duction of a highly sophisticated mechanical rape harvester
by the USSR, Bulgaria and GDR, each country producing

certain parts.

There are different opinions as to the futural tendency
of both types. We hold the view that a combination of them

will continue also‘in the future, depending upon the concrete
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conditions as regards the technology of production, the
costs for transporting various parts or semi-manufactured

goods between the countries involved etc.

Resulting from the manifold forms of economic cooperat-
ion, above all the cooperation in planning and the afore
mentioned methods according to paragraphs a - c, the intra-
area trade, which was on an insignificant level until the
second world war, holds now &z 'share of about 60% of the
overall foreign trade of the countries of this community.
Notwithstanding some short-terms deviations, this level

has been maintained since more than twenty years.

Besideé these,positive results of economic cooperation and

integration among CMEA countries some unsolved problems and shor-

tcomings have to be considered, too. In spite of the dynamic

and stable development of the national economies of the member

countries, which was promoted to a certain degree by using the

advantages of intern ational division of labour in general and

of economic integration in particular, there exist certain pro-

blems as regards the sufficient supply with some selected cons-

umer goods, the efficiency of production and the external equ-

i1ibrium of the national economy, above all with regard to trade

relations with western countries.
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These def¢c1enc1es are caused in the first line by the af-
orementioned initial conditions within these countr1es and by
the well known market cond1t1ons in the world cap1ta11st econ-
omic system with negat1ve impacts on foreign economic relations

between CMEA countries and western countries.

But in addition to those main reasons it is obvious that
the great ppssibi]ities‘of joining the resources of the integra-
ting community as a whole in order to'achieve a high efficiency of
the economic procesﬁes in all the countries concerned were
not yet used in a sufficient way. Though the systems of plann-
ing and management within the'member countries and the respec-
tive regulations and institutional measures were aimed at prom-
oting international cooperation and integration in principle,
some unsolved problems hindered up to now greater progress in

this field.

A major problem in this connection consists in reaching
full conformity between the genefa] economic strategy on the
top level of the national economy with the common or internat-
jonal interests of the integrating community on the one hand
and the material interests of the.industriai and other enter-

prises involved in international economic integration on the
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other hand. Experiences‘prove for instance that it will be
necessary to improve further the use of value factors like
prices and credits and their uncontradicted inclusion in the
planning system both on the national and the international
lével.zg) ‘Other questions are linked with the formatioﬁ of
CMEA contract prices_in general and for the export and import
of commodities resulting from speciaiizétion and cobﬁeration
of production in pafticular.30)
All_these problems are cohnected closely with thé proper

construction and the further development of the ﬁechanism of

socialist economic integration.

2. The Mechanism of Economic Integration among CMEA countries
2.1. Interdependences between the national systems of plan-
ning and management and the mechanism of economic cooperation

and integration on the international level.

Characteristics and the structure of a mechanism of economic
integration amohg a group of countries depend in any case on the
prevailing socio-economic conditions and the concrete forms and
methods.of managing the economy within the countries of the int-

ernational community concerned. This principal thesis is in

59) Se;: G.Kohlmey "Socialization and Integration in Socialism”
Academy Publishing House,Berlin, GDR,1973,P.154 and Chapter2,3
Nn) See: Paragraph 2.3. _ A
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confornity with the above mentioned point of view that diff-
erent from economic cooperation in general economic integra-
tion is possible only among national economies of the same

socio-economic type.

This principle is realized for instanée in the case of
already existing integréting communities like EEC on the one
hand and CMEA on the other hand; In spite of holding the view
that there is no alternative or exclusivity between planning
the national economy or the effectiveness of market forces on
economic activities it goes without saying that the internat-
jonal mechanism of EEC is based on the "free-narket-mechanisn”
within the West European member countries whereas the methods
of intégration among CMEA countries are determined by the system

of socialist planning the economy within these countries.

Experiences in both groups of countries prove that there
exist too certain repércussions of the mechanism of economic
integration on the international level on the process of manag-

ing the national economy both on macro-and micro-economic levels.

This aspect seems to be of special importance in a rather
progressive stage of integration, Hence it follows that develop~

ing countries on their way of establishing integrating communities



have to take into consideration these interdependencies.
According to the existing great differences between the regul-
ations in planning and managing the national economy in devel-
oping countries in conformity with different stages in their
historical development this problem should be analyzed with re-
¢ard to finding the best solutions for elaborating thé appropr-
iate mechanism on the international level and to gradual appr-
oximating the nagional procedures in this field between the ind-

ividual countries.

As to the process of economic integration among CMEA count-
ries some elements of these interdependences between economic
mechanisms on the international and the national levels shall be
considered in detail in the following, especially undei historical
aspects:
+. From the very beginning the creation and the steady completion
of a system of international econcmic cooperation on the CMEA level
could be based on systems of planning and managing the national
economies being uniform in principle. This applied above all to
- the predominant role of the public sector in the national eco-

nomy as a whole (industry, banking, transportation, foreign

trade);



- 45 -

- a system of socialist planning with the decisive role of
central planning;

- state foreign trade monopoly.

Thus it became possible already at the beginning of the
fifties, to coordinate stable mutual trade relationé’proﬁoting
processes of complex industrialization in the member countries,
using the advantages'of international specializatibn and coop-
eration in production. Consisiency was or is ensured betvieen
international agreements on foreign trade or on industrial co-
operation and the national plans as important preconditions
for a smooth functioning of economic cooperation. In the
course of.progressing economic integration interdepen&ences
between national planning and international cooperation in
planning gain more and more importance3l).

2. Whereas there is uniformity in the economic mechanisms
within the single countries in principle there exist some daiff-
erent conditions and regulations in special fields. These diff-
erences result in the first line from the historical develop-
nment of the individual countries and from the national condit-
ions (e.g. the size of the country), but they reflect to a cer-
tain degree also different points of view on some selected pro-

blems of managing a socialest economy.

31) See in detail paragraph 2.2 and chapter 3.
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Such deviations can be considered for instance in

the following fields:

- The relation between social and private ownership in agric-
ulture; | : f

- the relation between ghe degrée of centralization and decen-
tralization in planning;

- the institutional organization of foreign trade especially
with regard to the kind §f sybordination of foreign trade en-
terprises and the degree of involving industriai units in
export and import activities;

- the rights and powers of authority of iﬁdustrial associat-
iong, for instance in the field of interhational specializa-
tion and cooperation of production-with CMEA partner assoc-
iations; |

-+ nomenclatures for planning and statistics;

- methods of internal price formation, among other things for
imported goods;

- role and use of customs and of exchange rates;

- technical standards and rules for'technical tests, e.g.

for imported goods.

These and some other differences influence more or less the

process of economic integration and the possibilities and the
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effectiveness of the international mechanism on CMEA level.
In order to avoid negative effects both in developing the in-
ternational integrating community as a whole and the individ-
uval national economies and to overcome possible contradict-
ions these problems are solved in principle as follows:

e) International regulations as parts of the mechanism of
economic integration take into consideration in any case tae
concrete conditions in all the member countries including the
aforementioned differences. This is possible, because accor-
ding to the general principle of unanimity in CMEA decisions

all member countries must approve such regulations.

») In bilateral agreements on governmental level or in comm-
ercial contracts on scientific technical or industrial cooper-
ction and on export - import relations the same principle is

put into action. This means for instance, that the partners

of such agreements or contracts can be subordinated to different

central authorities.

¢c) Regulations within the individual member countries for pre-
paring and carrying out certain measures in the field of economic
integration may differ in detail depending upon the system of

planning and management being applied. In practice this problem
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affects e.g. the kind of involving integration projects in the
plan components of different branches and enterprises concer-
ned, the internal price formation and clearing of export and
import activities between industrial and foreign trade enter-
prises, the flow »f financial relations resulting from integ-

ration measures to the state budget etc.

d) AThere is a tendency of gradual approximating the national
cegulations in planning, management, financing and statistics
detween the CMEA member countries. In the long run this will
Ye an integral part of further deepeﬁing and strengthening the
process of economic integrétion as a whole. Theoretical disc-
-ussions and practical experiences show that this procedure of
approximation and assimilation of national regulations is most
important in the field of planning and managing the foreign

trade and.other elements or foreign economic relations.

5. Experiences in economic integration in general and under
conditions of socialist societies in particular prove that there
is not only a dependence of the international mechanism from the
national systems of managing the economy but that there exist
simultaneously strong and increasing reéercussions from the int-

ernational economic mechanism on the development of national
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regulation. Hence it follows that this feedback will stimulate,
too, the above mentioned process of approximating the national

systems of managing the economy.

In the case of CMEA, some experiencas of the GDR may be used
as an illustration for this influence of international regulat-
ions on the national level:

a) The whole process of working out plans (especially 5-year-
plans) in various stages is determined more and more by the reqg-
uirements of international coordination of plans according to

resolutions of the competent CMEA authorities (see paragraph 3.3).

b) State regulations for planning provide fo; detailed instr-
uctions with regard to integration measures in éll,spheres and
Lranches of the national economy (research work, investments,
roduction, foreign trade) and in addition to it led to the elub-
oration of a special plan component "Socialist Economic Integr-

ation" (see paragraph 3.1).

¢) Following the introduction of a new international procedure
of clearing transactions through the "International Bank of
Economic Cooperation" in 1964 the whole system of internal
settling oir export and import turnover between foreign trade

anterprises and the competent bank was changec (see paragraph 2.3).
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d) Resulting from the international convention on establishing
unifdrm and binding CMEA technical standards adequate national
requlations in this field were set up and came into force (1974).

. ! |
2.2 The essence and main elements of the mechanism of social-
ist economic integration.

The mechanism of economic integration embraceé in any case
certain réaulatiqns and‘instituti§ns on the international level . °
6f the community concérned and é nﬁmﬁer o£ correspon&ing regul-
ations as parts of the syétéms of plénninq and'managing ﬁhe nat-
ional economy within the individual member éountries. As we
mentioned before (seekparag:aph 2.1), - the effectiveness of this
mechanism depends to a high degree on the consisteny of the
variqus eléments of this system on both levels~and between these

two levels.

Hence it follows that in addition to'continuously improv-
ing the effect of each element it is necessary to reach a high
effectiveness of this mechanism as a whole, taking into account
the many interdependences between its eiements. Further more
the problem to be solved is a very difficult one as conditions
and tendencies of material integration processes and resulting
from it an& from other reasons the forms, methods énd instrum-

ents of the economic mechanism develop continuously. Thus we
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have to consider this mechanism in any case in its dynamic

development.

Depending upon the bases, aims and principles of economic
integration among CMEA countries the mechanism of this process
is characterized above all by planning both on the national and
the international level. Planning is not only the first one of
the main elements of this mechanism but at the same time this chara-
cteristic makes clear in the best way the difference in princ-
iple as compared with the mechanism of integration among West-

ern countries like the EEC.

" In spite of the aforementioned two levels with regard tc
the mechanism of economic integration we shall concentrate in
the following on the international level taking into consider-
ation only some connections to the national systems of planning
and management. Méfeover another preliminary remark has to
be done. The following Classification into main elements can
be criticized as there are some intersections between these
elements and different methodalogical aspects. But the mech-
anism of socialist economic integration is characterized
among other things by such a complexity and comprehensivenes.

that this structure seems to match the purpose of this paper best.
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Thus the méchanism of socialist economic integration can be
divided into some main elements (or groups of elements) as
. follows:
1. Cooperation in planning as the main element using different
forms, methods and instruments and connected closely witﬁ plann-
~ing the national economies within the individual countries (see -
in detail chapter 3);
2. application of commodity-mohey—relations and the adequate
market categories like'p:ices, credits,‘the transferable rouble
as an international currency, exchange rates etc (see in detail
paragraph 2.3).
3. The use of a system of multilateral and bilaterél agreements
consisting of two different types:
3.1 for regulating general principles of économic cooperation,
e.g. on price formgtion in intra-trade of CMEA countries or on
general conditions for concluding commercial contracts on the
delivery of foreign trade commodities and
3.2 for settling concrete mutual engagements in the fields of

foreign trade, industrial cooperation etc.;

4, activities of the CMEA authority and its different organs

(see in detail paragraph 2.4);
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5. activities of further international economic, scientific

and technological organizations (see in detail paragraph 2.5).

Starting from this structure of elements the role of which
will be dealt with in the following paragraphs, some general
aspects and problems of the mechanism of socialist economic int-
egration as a whole will be presented now: |
a) In conformity with the general development of international
economic cooperation and integration among socialist’countrieé
the structure and the effectiveness of the mechanism of manag- .
ing and planning this process has to be probed under the hist-
orical conditions concerned. The different stages of establ-
ishing an integrating community of CMEA countries (see paragr-
aph 1.3) were characterized too to a certain extent by corres-
ponding changes of the mechanism as a whole and above all by

changes in regard to its single elements.

This paper is aimed at describing in the first line the
mechanism of the present stage of socialist economic integra-
tion covering the period up to the end of the eighties. Theo-
retical discussion on the futural development of this mechan-
ism in the next stages apply among other things to the following

questions:
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= How to acceleraﬁe economic growth and to raise the prod-
uctivity of social labour by exploiting the natural resources
from the point of view of the international integrating comm-~
unity as a whole? How to improve the methods of joint plann-
ing and balancing according to the general thesis that the |
optimum of a system as a whole (the CMEA area) is more than

the sum of partial optima (the individual member countries)?

= Will there be in the future a kind of "common market"

within the area of CMEA? This question implies the thesis

that unlike economic integration among capitalist countries the
establishment of a common market is neither the first step

nor the main goal of economic integration among socialist

countries.

- Will pPrices in trade among CMEA countries be formed in the
future based in the first line on the conditions of repréduct-
ion within the member countries instead of the prices of the

world capitalist market?

- How to develop further the financial and monetary relations

among member countries?

-~ Will international joint ventures play a decisive role in



the CMEA community? Will this development be accompanied by
changes from the national state ownership to a kind of joint

(international) ownership?

b) Experiences of the past show that good results in econo-
mic integration depend not only on the effect of certain single
forms, methods and instruments of cooperation but more and
more on the effectivements of the economic mechanism as a whole.
Thus it becomes necessary to a higher degree to search the many
interrelations between the different elements of this mech-
anism as a complex system (under horizontal and vertical
aspects) in order to overcome possible contradictions and to
promote optimal decisions both on the international and the

national levels.

In the present stage this problem concerns above all
using to a higher extent the interrelations and repercussions
between activities in cooperation in planning with the eff-

ects of value factors (prices, credits, exchange rates).

¢) The above mentioned mechanism as a whole and its different
elements consist of multilateral and bilateral measures.
Whereas bilateral activities predominated clearly in the first

stages of economic cooperation among CMEA countries, multil-
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aterally agreed projects gain more and more importance (see
for instance the role of the joint cooperation programmes in

paragraph 3.4).

I hold the view that there is no"either: or" in this
respect and that there will be a combination of both aspects
of cooperation also in the forthcoming stages of economic
integration. But the role of multilateral activities will

grow obviously.

d) A focal point in theoretical discussions and practical
work is devoted to the problem of how the existing economic
mechanism meets the requirement of harmonizing the joint (or
international) interests of the CMEA community as a whole and

the national interests of the individual member countries.

Though the political, ideological and sociO-economic co-
nditions of the community promote a consistency of these int-
erests in principle (see paragraph 1.1) the existence of sov-
ereign states with different conditions (e.g. as to natural
resources, economic development level etc.) can lead in prac-
tice to certain contradictions in detail between the national
interests of the individual member countries and/or the national

and the international interests.
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International cooperation among CMEA countries in éhe
field of motor cars may illustrate this problem. Aécording to
the actual conditions in the field of motor cars in most~of
the East European countries in the fifties and sixties Being
characterized by relatively low production capaqities,'incr-
easing demand, limited import possibilities and small internal
markets (with the exception of the USSR) international special-
ization and cooperation in producing motor cars of some typest
meeting the requirements of the CMEA community seemed to be an
important and useful task for the countries concerned. But
unlike good results in combining the resources and capacities
of 6ther sectors and branches of the national economy there is
up to now no successful cooperation in this group of commodit-
ies. Several countries like GDR, Poland, Czechoslovakia and
Romania were trying to solve the problems more or less auton-
omously, pﬁrtly based on licences from big western firms, and
no one of these countries succeeded up to now in producing cars
of a certain type in economical .(or optimum) serieses. Obviou-
sly, in addition to other reasons, a kind of "prestige thinking"

in this field hampered the successful solution of this task.

This negative example proves that in spite of a well funct-

ioning mechanism there is no automatism on the way to economic
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integration. Morevoer, it makes clear the role of political and
ideological factors in this field. At the same time, the good
results in economic cooperation and integration‘in many fields
in the past thirty years (see paragraph 1.4) -let us come to
the conclusion that the mechanism of soc1allst economic integ-
ration as a whole is in conformity with the requirements of
connecting national and international interests. The futural
development in this respect will be influenced further in a
positive way both bv a growing role of the international and
long-term interests of the community of states as a whole (e g.
in joint efforts tc solve the problems in the fields of energy,
raw materials, environment) and by an increasing approximation
and equalization of the structures and levels of the national
economies of the member countries and their adequate systems of

pPlanning and management.
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2.3. Commodity-money relations among CMEA countries.

As we mentioned before, the international mechanism of
.eqonomic integration among CMEA countries is based on the mech-
anism of socialist planned national economies within the mem-
ber countries. Hence is follows that the role of cémmodity-
money relations and its adequate categories on the international
level of the integrating community is determinéd in.the first
line by the connection of planning and using market categories

on the national level.

Starting from the decisive role of planning as the main
characteristic of socialist economies such categories like
wages, prices, credits, profits of the enterprises, exchange
rates etc are important elements as parts of the national
systems of planning and management. On the one hand planning
includes determining the developement of these aforementiohed
categories, e.g. in order to stimulate supply and demand both
on the national market and in the field of foreign trade act-
ivities. On the other hand these categories, above all the
prices, are essential criteria for elaborating plans, above
all for measuring volume and structure of production, inves-
tments, export and import and, last not least, for finding

32)
optimal solutions by comparing different plan variants.

32) See:"Socialist Economic integration-its Management, Plan-
ning and Stimulation" Publishing House. Die Wirtschaft,
Berlin, 1974.
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In addition to éll these functions commodity-money relat-
ions and their categories have some specific tasks to be solved
.in the framework of thé mechanism of socialist economic integ-
ration, resulting fromAthe specialities of the international
market of the CMEA integrating community. Above all they have
to promote the exchange of goods and services according to the
principle of equivalence. Moreover they'are needed as import-
ant instruments for supporting redressing the balances of pay-
ments between the member countries, valuating the effectiveness
of joint integration projects on the international scale, find-
ing the best solutions as to the relation between integratibn among

CMEA countries anda economic cooperation with third countries etc.

The mechanism of socialist economic integration comprises
the following main categories of international éommodity-money
relations: |
- CMEA contract prices for intra-area trade and for the exchange
of commercial services; |

- the transferable rouble as the international'currency of CMEA
"countries; |

- a multilateral clearing system of CMEA countfies includin.
granting of short-and medium~-term credits in the framework of

the international Bank for Economic Cooperation (IBEC).
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granting of mediumfand lopg-term credits based on bilateral
agreements or as a part of the activitiea'cf the internat-
ional Investment Bank (IIB); | | | ' .. .

~ International monetary relations in.the.fiela'ofqoﬂéécmm-
ercial transactions based on ‘the tranéferab;elrcuble or on
the internal currencies‘of’the countries concerned;

- Exchange rates and some special conversion. factors.,

In the following we shall concentrate on some selected

‘problems of the system of CMEA contract prices and of the tranéf,;ﬁ_,

sferable rouble.

1) The formation of contract prices betweeh erportereleha
importers is carried out on the basis of uniform principles,
multilaterally agreed by the goyernments of the CMEA member
countries in 1958 These prlnc1ples are 1n actlon tlll now
and led to a special level and structure of pratts on«thls |
international market deviating both from actual prices on the
world capitalist market and from internal prices in the
countries of this community. CMEA contract prices are aimed |
at.guaranteeing mutual advantages for the partners concerned
according to the principle of "equivalent exchange" and at
pru.u.ing the economic cooperation and integration amongfthe |

countries of this community as a whole.
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Main principles and methods of price formation can be
339 R o . v
described as follows"“* wfh-f: VFﬁ:f ‘L

B ‘,..' v ‘-,.._*4‘_,".1 IR S
- In the present stagé of economic integration prices are
. formed on the basis of average world market prices on
_ the main commodity marhet concerned. They are eliminated
from speculative and cyclical factors, resulting from the

essence of the world capitalist economy.

. ,

- Price corrections‘take place lf the existing contract
: ol
prices dev1ate essentially from the average world market
vprices of the agreed basis_period.
- Prices are agreed bilaterally between seller and buyer

»according to Lhe piinCiple of mutual advance. In doipg

so the partners can take 1nto account the speCLfic 1nter-

est of the importer or exporter.

- Differences between the'effective costs of transportation
and the potential~transport costs'betweenpmain-commodity
market and bnyervare’to oe taken into account in forming

the price.,~
33) See in’ detail.,"SQcialist foreign economic relations“Pub-
lishing House. ‘Die. Wirtschaft", Berlin/GDR. 1976,P.199-202
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- In special cases the partners can agree to stimulating prices

or seasonal prices (e.g. for certain fruits or vegetables).

CMEA contract prices, formed on-the basis of the aforemen-
tioned principles, are characterized among other‘things by a
high degree of stability. Unlike prices on the world capitalist‘
market spontaneous, speculative and cyclicai factors are elimr'.
inated. These prices are'invqlved in the planning procedure }'
within the CMEA countries and in the international cooperation
in planning. On the one hand interngtiOnal égreemegts onuthé-
level, the structure and corrections of prices are concluded iﬁ
connection with the planned development as a whole, on the other
hand CMEA contracﬁ prices are important indicatorskfor.elabor-‘

ating plans on the macro-and micro-economic levels.’

Besides these positive effects there are some.theoretical
and practical problems with regard to the role of CMEA prices as
imporéant elements of the mechanism of socialist economic int-
egration requiring.further research work: |
a) There are cer£ain discussions on the function of prices in
the process of evening out the economic development level
between CMEA countries aimed at introducing a system of prefer-
ence prices in favour of less developed member countries, This

problem will be of more importance in the future because of the
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membership of former developing countries charaoteriZed by a. .

low economic level.

I hold the v1ew that prlces accordlng to their dlfferent
functlons in the natlonal economy and in the process of econ-
-omic integration are in prlnc1ple not su;table 1nstrument§ for.
‘thie purpose. This essential task can be solved in a‘better
- way by special measures (see for instance the conclusiens-of'
1CMEA sessions for supporting the economic development of
Mangolia, Cuba, Vletnam)34).

b) }nother problem concerns ﬁhe relation of stability and
flexibility in forming and correcting CMEA prices'maintaining
in any case the above mentioned great advantages of stable
prices as compered with fluctuating prioes on the world cepit-
alist market.

Between 1958 and 1974 unchangeable prices.were formed in
general for the periods of long-term trade agreements (ident-
ical with the five-year plan periods) based on the average
prices of a period five years ago and in many cases prices for
certain commodities remained unchanged for about ten years. |

34) See: "Documents- CMEA", state Publlshlng House of the
3DR, Berlln, 1971, p.47. and communiques on the 87, and
88, sessions of the Exezutiv Committee of the CMEA in
Neues Deutsehland, 4,10,78 or 20,1,79.
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In conformity with the new tendencies of the development of
world market prices, especially in the field of raw mater-
ials, since 1975 contract prices are changed annually. Thus
correction of prices for 1977 was carried out on the basis

of average prices on the main commodity markets 1972-1976 etc.

Each of both methods has its advantages and disadvant-
ages. Planners prefer stable prices for at least medium-
term plans favourin§ calculations with regard to the effici-
ency of foreign economic felations in-general and of integ-
ration projects in particular. But resulting from cldse in-
terrélations'between intra-area trade and foreign trade with
third countries great differences between stable CMEA contract
prices and changeable actual world market prices might cause
negative effects on decisions as to the regional commodity
structure of export and import from the point of view of the
integrating community as a whole. Thus finding an optimal
connection between these two tendencies requires to consider

both aspects.

c) A third problem stems from the fact that the present system
of price formation among CMEA countries is a transitional one

scon from the historical point of view. The question is whe-
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ther the conditions on the world capitalist market or the
conditions of production and consumption within the CMEA
countries play the decisive role for intra-area contract

prices.

As we have seen before, up to now capitalist world .
market prices are still the main basis for price formation in
foreign trade between CMEA countries. 3ut the conditions of
producers and o»porters of the CMui countries play_a certain
and steadily increasing role, too. 'In some cases, for inst-
ance in price formation for parts and subassemblies in the
course of speciélization and cooperation of production in the field
of machine building industry, costs of production wiihin the

CMEA countries concerned are already the decisive factors.

Theoretical d;scuésions on'the probiem of establishing an
"own price basis of CMEA" for the bulk‘bf export and import
goods led to the conclusion that at the time being the internal
and external conditions would not favour such a decision.
The further development in this field will be influenced above
all by the share of CMEA countries in the international trade
as a whole gnd by the level of expenditure for producing-export

goods as compared with the most advanced countries.
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2) The transferable rouble is a collective international cu-
rrency of a complectely new type introduced 1964 in connéction
with the beginning of the multilateral.clearing system in fo-
reign trade between CMEA countries and the founda;ioh of the
International Bank for Economic Cooperation (IBEC). As all
payments in the field of economic and scientific technical
cooperation among CMEA countries are carried out on the basis
of the transferable rouble, the application of this currency
is an important element within the mechanism of socialist

economic integration.

The transferable rouble differs from the Soviet rouble
and from the other na;ional currencies. It is omitted by the
IBEC,the gold content is fixed by multilateral agreements, its
purchasing power is determined by the level of CMEA contract
prices and it can be used only for international transactions
on the CMEA market. - It appears only as deposit currency and

35)
not in the form of cash .

The main functions of the transfergble rouble are as

follows:

—— - S —— = e W S S P e e G e G AT S G MRS

35) See: Grabig/Brendel/Dubrowski "commodity-Money-Relations
in Socialist Economic Integration" Publishing House Die
Wwirtschaft, Berlin, 1975, P. 1ll.
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A means for measuring the values of economic relations
between CMEA member countries, above all for measuring theA
prices of intra-areabtrade;.

a payment media in the clearing of foreign trade transact-

ions or other economic activities including granting short-

medium-and long-term credits through the IBEC or the Inter-

national Investment Bank (IIB);

- a means for accumulation, for instance in connection with

creating funds of the IBEC and the IIB and.in the course of-

gétting standing credits of the member countries.

Starting form the positive experiences gained so far in

using this international currency, discussions in theory and

practice are concentrated above all on the following problems;

a)

Unlike the aforementioned first two functions the role of
the transferable rouble as a means for accumulation, above
all in connection with using special funds for granting

long-term credits, did not meet till now satisfactorily

" the requirements of economic cooperation. Obviously, the

*

flow of these financial funds hitherto is not connected
sufficiently with planning the material processes of repr-
ouuction in the countries concerned, above all with regard

to production capacities, export funds etc.



b)

c)

—— e -
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The possibilities of using the transferable rouble are
confined to a certain degree by some unsolved problems
concerning the convertibility into the national curren-
cles of member countries and the neceseéry adaptions of
the gold content and the exchange rate as compared with
the currencies of the world capitalist economy. Adequ-

ate tasks for research work are laid down in the concl=-

usion of the 25 gession of CMEA on the aggregate progr-
amme of socialist economic integration.36)

Whereas till now the transfefable rouble is used only

in transactions among CMEA couhtries, possible applic-
ations in economic relations with third countries, above
all with hon-membe:r socialist countries and with develo-
ping countries, are to be probed,37). This problem is
connected closely with the above men&ionéd questions
related to the convertibility and to the links between

planning the material processes and using financial

categories.

= e T G - . PP W T SEm W W WIS O W

See: Documents - CMEA, OP,Cit, P. 13 £.

Ibid, p. 59.



- 70 -

2.4 Organs of the CMEA as part of the mechanism of social-

ist economic integration.

Organizational forms and institutions play an import-
ant role within the mechanism of economic integration in
any case. As to the integrating community of socialist

countries the CMEA holds a central position in this respect.

The CMEA is an inter-state organization of socialist
countries for coordinating their multilateral economic coop-
eration as a whole and for elaborating jointly the fundam-
ental aims and directions of this cooperationBs).

The activities of the CMEA and its organs in realizing
economic integration among this group of countries are aimed
above all at;

- elaborating economic and legal gquestions, principles of
organization and concreté recommendations for the further
development of a comprehensive cooperation between the
member countries;

- Supporting the countries concerned in the processes of
coordination of their national economic plans and of

specialization and cooperation of production;

38) See: Statute of CMEA in "Documents..." Op.Cit, P.l46.
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- Carryiné out economic research works and mutual consulta-
tions in regard to the perspective main ways of economic
policy and elaborating prognoses in important fields of
the economic development; '

- submitting recommendations on the.fﬁrther development‘of
the economic and scientific-technical cooperation.of the
member countries;

- Organizing the exchange of experiences on management and
planning the national economy: 9x. .

General'princiﬁles.of work in CMEA were dealt Qith in
paragraph 1;2. and the organizational etrﬁcture is shown in
appendix 1. Thus we can concentrate now on the functions of

some,selected organs of the CMEA in promoting the economic

integration among the member countries.

1) Sessions of CMEA are the highest organs of the council.

They take place at least onee a year and the delegations
are led by the heads'of the countries'governments. Problems
of greatest importance for the integrating community ags a
whole have to be submitted te the sessions, e.g. changes
in the statute, admission of new members, relations to other
international organizations etc. -

3v) See: Docunents..., Op, Cit, p. 125.



The role of these se531ons in the ldSt years can be
studied above all by the adoptlon of the “Aggregate prog-
ramme for the further deepenlng and perfectlon of cooper—
ation and development ofvs001ellet-econom1q integration
between the member cbunt;ies'efhihe CME é at the 25 th
session in 1971u(§ee-paregraph i.3)pand by the conclusion
on the join£ elaboretieh of'lehg—term."cooperation érogr—

ammes" at the 30th session in 1976 (see paragraph 3.4).

2) The Executive Committesiis‘fhe~main ergan of the CMEA

for coordlnatlng and controllxng the process of economic
integration as a whole and for taklng necessary decisions
between the se551ons.A Members of the committes are deputy
prlme mlnlsters of all countrxes of the communlty

Meetings take place_at 1east once a quarter.

The committeevelaboratee main airections and measures
on economic and scientific-technical cooperation, it guides
the standing commiésions, the special committees and the sec-
retariat of CMEA, itvconﬁrels the realization of conclusions

adopted by the sessions'of CMEA.

3) The tasks of the Committee for Cooperation in the field of

Planning result from the outstanding role of planning as the

main characteristic of the mechanism of socialist economic in-
1

tegration (see paragraph‘2,l and 2.2 and chapter 3) and the
heads of the State Planning Commissions are the members of

this Committee
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In addition to coordinating and controlling the compreh?
ensive and~iterativé process of cooperation in planning in its
different forms the committee is responsible fot elaborating -
proposals for solving the main problems of the economic devel-
opment of the CMEA community as a whole. New tasks a;ise in

connection with theé elaboration of long-term “cooperatlon pro-

grammes" (see paragraph 3.4.).

4. Standing Commissions are formed above all in conformity_';

with the structure of branches of ﬁne national ecoromies (see'
appendlx 1). Main goals of these standing~commissions are -
aimed at promoting the multilateral and bllateral economlc "and
scieﬁtifichtechnical cooperation among the member countries
within the branches concerned. Based on investigations conc-
erning the development of demands within the integrating com-
munity and on external markets, production capacities, natural
resources, tendencies of the scientific - technical prégreés
etc the commis#ions submit concrete proposals fof further sp-
ecialization andvcooperation of production, thé extension.of
mutual trade, international cooperation in research work and
investments etc. In addition to such measufes in the material
reproduction process in the field of production, export and

imports these commissions are engaged too in elaborating



propoeals concerning methodoiogicel problems like the unif-
ication of tééhnita}Astendaﬁdéfeﬁd of the nomenclature in
planning and statiStics, new‘methpds for evaluating the eff-
iciency of investments,'joinf regulations for con¢luding
commercial contracts between'tﬁe’responsib]e enterprises of

fhe member countrijes etc..

Practical experiences of economic cooperation within
different branches in the framework of CMEA in the past
prove that_gopd results, especially in the field of industrial
cooperation in mechanicel and'electrical engineering, were achi-
eyed by in ldding a lot of specfelists and experts of the
ministries, aseociations and big enterbrises in temporary
working groups and by connecting these activities closely
with the cqntindous,process pf~intefnational cooperation in the

field of planning (see ehaptEE-Q):f

Results énd preposa]siof these working groups are sub-
mitted to the sessions of the standing commissions, the
member countries'delegations of which are headed by fhe min-
isters of the Branches concered; Based on recommendations
of these sessions and in conformity with the national regqul-
ations commercial agreements oﬁ deepening the economic and

scientific-technical cooperation are concluded between the
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responsible enterprises of the interested member countries.
In cases of special importance the recommndations concerned

have to be submitted to the executive committee of CMEA.

2.5 Joint economic organizations as a means for promoting

the process of economic integration.

In addition to the CMEA itself as the pivot among the
joint organizations of this integrating group of countries
further international economic, scientific and technoloéical
organizations were founded with the help or on the initiat-
ive of the CMEA. Appendix 2 gives a view on the structure
of these organizations at the time being. As to their char-
acter or legal status,. these organizations can be subdivided

in' inter-state and international economic organizations.

Inter-State Economic Organizations are founded on the .

basis of inter-state agreements and are subjects of the int-
ernational law. It is their main function to coordinate co-
operation of the countries in particular spheres of economy,
science and technology} in individual branches and industrial

groups, but also in case of particular products.

As we can learn from appendix 2, this type of joint

organizations embraces quite different institutions like
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- international banks.

- centres for solving jointly problems of mutual interest in
such fields like scientific and technological information,
a united power system, transportation communication etc
and

- organizations for coordinating the cooperation in indiv-

idual groups of commodities.

Depending upon the special tasks, the membership changes
considerably between the different organizations. Most of
them exist since a lot of years being founded during the
s-econd or third stage of economic cooperation among CMEA
countries (see paragraph 1.3.) and in conformity with the

general conditions and targets of these periods.

Since the beginning of the seventies a new type of

joint organizations gained special attention. International

Economic Organizations have the task to coordinate cooperat-

ion and to carry out joint activit%es in the field of resea-
rch, engineering design, production, services and in foreign
trade. Taking into account the concrete subject of the work
to be done and the agreements concluded between the member
countries, the organizations can have the form of internat-

ional economic associations, institutes, centres of jojint
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associations, trading centres or offices for design and engin-
eering. What was the main reason for establishing this new

type of joint econounic organizations?

In spite of the progresses in using the advantages of
international division of labour aiiong CMEA countries (see
paragraph 1.4) the speed and the dimensions of specializa- .
tion and cooperation of production leading to structural
changes in the national economies concerned did not meet su-
fficiently the requirements. Critical assessments were re-
lated above all to problems as regards achieving optimum
serieses and a high efficiency of production in selected in-
dustrial branches influencing the scientific-technical pro—l
gress in the national economy as a whole. In some cases the
mechahism»of solving these problems in the framework of the
above mgntioned standing commissions or inter-state economic
organizations seemed to be too bureaucratic and required too
much time in the procedure of decision making both on the |

international and the national level.

some of the most important characteristics of these in-
ternational economic organizations are a close and immediate
-woperation between the responsible associations in the res-

pective countries in the field of research and production and
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the sale of products and the introduction of joint planning
these activities frcm the international point of view of the
partners involved rather than of coordinating the national
plans. On the one hand there are claose interrelations bet-
ween thgse two methods of cooperation in planning; on théjv»
other hand they have to be distinguished with regard to'the 
effect on optimization and balancing on the international as

well as on the national level (see in detail paragraph 3,2).

As to the further development of international econémic
organizations, some problems are still under discussion among
ggonomists of CMEA countries, concentrated on the following
questions: ‘

a- Will these organizations in general play a main role in
the course of socialist economic integratioﬁ.in tﬁetlong
run? Which will be the consequences in prinéiple an the
relation between the natiénal systems of planning and'

management and the international mechanism of economic

integration?

b- How to determine the long-term development of joint 'vent-
ures in the field of prdductioh?. Up to now there are
only a few examples, for instance the joint mill between

che USSR and Mongolia for processing copper and molybdenum

-~
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in Mongolia and the joint plant between the GDR and
Poland for ﬁrdducing cotton yarn being located in
Poland. If this form of joint ventures will reach
greater dimensions, new questions have to be answ-
ered with regard to the type of socialist ownership.
-Wiil there be e.g. a change from national state to
international ownership with certain consequences

as to the type of production relations?

c- Whereas inter-state organizations were financed in
principle by the budgets of participating countrigs,
the new international economic organizations teﬁé to
a system of self financing and economic accountancy.
Resulting from existing differences in adequate reg-
ulations of CMEA member countries (see appendix 2.1.)
and problems with regard to convertibility between the
national éurréncies of the countries involved and
between the transferable rouble and national currenc-

ies some new questions have to be answered.

2.6. The mechanism of economic cooperation with non-
member countries with special reference to developing
countries.

The mechanism of economic cooperation of the CME?

and its member countries with third countries is aimed
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at realizing some aims .and principles, laid down:in'.the

statute of CMEA, 'in the aforementioned: aggregate "programme .

for socialist economic integration adopted at the XXV. Se-

ssion of the
important of
a- Economic
means no
compared

b- FEconomic

Council and in some other documents, . the.most
which can be formulated ad follows:

cooperation and integration among CMEA countries
discrimination égainst non-member countries-as
with EEREC. |

integration within this community of social-

ist states and striving for collective self reliance in

some important .

ields is not aimed at achicviine antar-

=
I

chy neither for individual member countries nor For the

integrati

ng community as a whole,

c- Socialist economic integration among CMEA countries has

to be connected closely with economic cooperation on a

werld-wide scale in general and with developing countr-

ies in particular.

The following figures of the development of the regi-

onal structure of foreign trade of the CMEA member count-

ries as a whole demonstrate to a certain degree, how these

aims and principles were realised in the past.
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Table 3: Regional structure of the foreign trade of the CMEA

Countries to various groups of countries (percenta-

ges) .
1960 1970 1975
Intra-trade of CMEA countries 60,0 60,7 56,4
x) x)
Other socialist countries 12,0 6,4 4,0
Developing Countries P 9,1 9,6
Developed capitalist Countries 20,4 23,8 30,0

Source: Statistical yearbooks of CMEA.
%x) The decline of the share of other socialist countries was
caused by the new tendencies in China's foreign trade

policy since the early sixties.

In the following we shall concentrate on some aspgcts of
the mechanism of economic cooperation with selected countries,

institutions or groups of countries.

1. Though Yugoslavia is-not a member country of CMEA, there
exist very close and stable links between the national econ-
omy of this country and the national economies of most of

the CMEA member countries in the field of scientific-techn-

jcal and industrial cooperation, joint investments and



foreign trade. As to the economic relations between GD™ and
Yugoslavia, at present about 45% of the mutual trade is
based on long-term agreements on governmental and branch
level on specialization and cooperation in basic industry,

mechanical .and electrical engineering and light industry.

According to an agreement concluded in 1964 delegates

of Yugoslavia participate always in sessicns of the councilil,

=

of the executive committee and of standing commissions. A&t

the same time the country is a member of many international

inter-state organizatiohs of CMEA (see appendix 2).

:

2. Other socialist countries are invited to take part as
40)
observers at sessions cof the council or other organs of

the CMEA and in several cases special agreements on mult-
ilaterad and bilateral level were concluded for supporting
the economic development, for instance with the Korean
People's Democratic Republic and with the Socialist Republic
of Vietnam aimed at overcoming the destructions of the res-

pective wars.

Cooperation with this group of countries is characterized

among other things by the fact that some of them (like

40) Present as observers at the 32. session of the CMEA 1979
were delegations fxrom Vietnam, North-Korea,Laos,Angola,
Ethiopia.

M
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-~ Mongolia, Cuba, Vietnam) become members of the CMEA foll-

owed by a much higher level of economic cooperation.

3. Cooperation between the CMEA and Finland in line with
the agreement concluded in 1973 is the first example for
a special kind of multilateral economic cooperation with

a country characterized by a capitalist economic system.

Based on the above mentioned agreement and on a ‘system
of bilateral agreements long-term and stable economic rel-
ations between CMEA member countries and Finland were real-
ized in several,bfénches like machine building and chemical
industry, wood pul? and paper industries; transport and tr;‘
affic, resulting in dynamic foreign trade relations. The
cooperation included also activities in statistigs and stan-

dardization.

4. Based on paragraph X and X1 of its statute the CMEA co-

operates with other international organizations of institu-
41)
tions . Besides deep and manifold relations with joint

economic organizations of socialist countries (see paragr-
aph 2.5 and appendix 2) this cooperation refers above all
to official contacts with the UNO and several of its organs
like the Economic Commission for Europe (ECE), the United
Nations Conference for Trade and developmen£ (UNCTAD), The

United Nations Organizations for Industrial Development

41) See: Documents CMEA ... Op cit, P. 155.



- 84 -~

(UNIDO) and for Education, Science and Culture (UNESCO)
and other ones. Close contacts exist too with the Econonic
Commissions for Africa (ECA) and Asia (ECAFE) and the Org-

anization for Food and Agriculture (FAO).

A special and difficult problem in this connection are
the relations between the institutions of the two existing
integrating communities EEC and CMEA. In spite of the
great and further growing role of economic relations between
the member countries of these two blces and the necessity of
solvihg such major problems for Europe as a whole like tran-
sportation, a united power system, environment pollution etc.
there exist up to now no official contacts between the central
institutions of EEC and CMEA. 1In 1976 a first draft for an
agreement on cooperation between the central organs and the
member countries of these blocs was elaborated by the competent
authorities of the CMEA and submitted to the adequate auth-
orities of the EEC, but till now no agreement was conclu-
ded42).

5. Cooperation with developing countries ranks highly in the
economic policy of the CMEA and its member countries and the
mechanism of socialist economic integration both on the int-

ernational level and on the national level of the individual

B Ll e e

42) See: W.J. Kuznezew "legal questions of a cooperation
between CMEA and EIC" Soviet state and law, 4/197%,
Moscow,
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memper countries is characterized among other things by
cesésin regulations and stipulations aimed at deepening
and strengthening economic relations with developing
countries. The main idea is to connect economic integra-
tion among CMEA countries closely with cooperation in
different forms with devsloping countries. A comprehens-
ive view on major goals, forms and methods of this cooper-
ation is given in the joint statement by socialist countr-
jes at the fourth session of the UNCTAD. 3
In the following we shall give emphasis on some new

tendencies and problems in this field:
a- By strengthening the economic and scientific-technical

power of its member countries, economic integration in

the framework of CMEA will enhance on the one hand the

possibilities for exporting complete plants and equipm-
ents for supporting industrialization in developing cou-
ntries and on the other hand the absorptive capacity of
their own markets for the import of goods from develop-
ing countries. A variety of measures as part of the

economic mechanisms of the CMEA countries and of the

integrating community as a whole will promote a higher

43) See: Papers of the fourth session of the UNCTAD,
Nairobi, 5 May 1976.
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level of division of labour with interested countr-

ies of the Third World.

Bilateral long-term trade agreements continue to be
important means for organizing economic cooperation
between CMEA-countries and developing countries. By

fixing the volume and commodity of export and import

in conformity with the national economic plans of the

partner countries concerned a high stability can be
guaranteed and to a certain extent specialization of
production through foreign trade will be achieved.
According to the above mentioned statement such agree-
ments could be concluded for a term embracing 2-3 five

year planning periods.

Another type of long-term bilateral agreements is aimed
at supporting developing countries in realizing selected
main projects of their economic development plans in the
fields of industrialization and infra-structure, in par-
ticular, aimed at the formation of territorial production
complexes. This includes measures promoting the scient-

ific-technical progress and the improvement of the educa-

tion system.

Where it is feasible and desirable, multilateral agreements

on comprechensive economic cooperation can be concluded

¥
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between the CMEA and interested individual developing
countries, as well as their organizations. First exa-

mples are such agreements with Mexico and Iraqu.

In some cases multilateral industrial cooperation is
organized with the participation of socialist, developing
and developed capitalist countries, paying attention to
the specific problems of the participating developing

countries.

A special fund was set up at the International Investment
Bank for granting credits to developing countries in con-
nexion with the provision of economic and technical ass-
istance. Another multilateral fund was set up for fin-
ancing education and post graduate studies of students

from developing countries in CMEA countries.

Based on governmental agreements joint economic commit-
tees were established between the individual CMEA coun-
tries and interested developing countries. In addition
to the task of coordinating the economic cooperation
between the respective partners in a comprechensive
manner these committees are to organize, too,the exch-
ange of experiences by specialists of CMEA countries in

promoting the planning system in developing countries.
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h- - There exist proposals aimed at extendlng the practlce of

multllateral accounting on the ba31s of the transferable

rouble,
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(3) Cooperation in Planning - The Main Method

of Socialist Economic Integration.

3.1 Principles, aims and main characteristics of cooperat-

ion in planning.

As we mentioned already, cooperation in the field of
planning is the main element of the mechanism of economic
integration among socialist countries44). It characterizes
to a high extent this special t' pe of economic integration
differing fundamentally from a kind of "market integration”
as in the case of EEC45). |

As stated in the "Bas’'~ Principles of the International
Socialist Division of Labour "cooperation in planning is int-
ended to accomplish the following mutually connected objec-
tives:

"Thorough consideration of the objectively necessarf pro-

portions of each country and the world socialist system as

a whole in order to achieve a balanced economy in each

country"

—._.—....-_.-—_—._—._——_--..——-————

44) See in detail paragraph 2.2.

45) See: B, Balassa v"Types of Economic Integration" paper
submltted to the fourth World Congress of the I.E.A.,
Budapest, 1974. .
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- a hlghly efficient international division of labour result-
ing in a rapid growth of production and the ‘fuller satisf- -
action of'the"requirements of the population ir each coun-

try with a minimum expenditure of social labour;

- .alcombination of international specialization of product-
: ion éhd thé‘compléx all-round development of the eéonomy
‘.ofvindividual members in the iaterests of the fuller and
more effiéient use in.ali countries of their natural and

economic pre-requisites for production including labour

resources;

- the gradual closing of the gap between the economic devel-
opment level of all the countries, first and foremost V
through the industrialization of those with a comparatively
low level of economic development, on the basis of the max-
imum utilization of the internal resources of each, plus the
advantages of the world socialist system" 46)

Though these aims Qerevformulated in an early stage of
economic cooperation among CMEA countriés, they give an orient-
ation in érinciple for a longer period. In the following some

selected problems concerning the characteristics and the

- . G . S G S G A e s e . S S ST G e WD R

46) Documents CMEA - 1962.
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effectiveness of cooperation in planning as the main instr-
ument of socialist economic integration as a whole are to be
viewed: | |
1. As international cooperation in planning is part of soc-
jalist planning in general and as the term "planning" is used
also in connection with economic integration among Western
countries we should make clear at first our view on this cat-
egory and on the difference in this respect between the mech-
anisms of the two existing int=gration blocs. Taking.into
consideration the close interrelations between national plann-
ing and international cooperation ir this field asAwell as the
fact that national economic planning is the basis in any case for
for adequate activities in the international level (see para-
graph 2.1) we shall compare at first the characteristics of

national economic planning.

The framework of planning in CMEA countries can be charact-
47)
erized by the following principles :.

"a- Economic planning is comprehensive. It covers the nati-
onal economy as a whole and includes links to other parts

of the society like education, culture etc.

e —. —— T - —— " A e - e - S - P e =S S

47) See: "National Economic Planning" Publishing House Die
Wirtschaft, GDR, Berlin, 1975.
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There is a close connection between central planning and
decentralised nlanning whereas priority is given to cen-
tral planning. Consistency is ensured between the var-
ious levelsv(macro— and micro level) and between sect-

orial and regional planning with regard to the plan tar-

gets and the means for reaching them.

After being approved plans have binding force as the

decisive basis for economic activities.

' The framework of planning includes the market categories

with close interrelations between planning and taking

advantage of the market mechanism.

The elaboration of long-, medium- and short- term plans

‘ takes place within a hierarchic system of institutions,

so-called-~ "balancing organs" being the core of this

system.

Planning of the national economy is connected to a
high extent with international co-ordination of plans

between CMEA member countries and to a certain degree

‘with other socialist countries.

Unlike that, in EEC member countries there exists no

uniform allround framework of comprechensive planning,
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covering the national economy as a whole, though some countr-
ies estaplished central planning agencies (e.g. France,»the
Netherlands, U.K.) and introduced a kind of "planification".
According to the different views on the role of planning!in
free-market economies methods and institutional régulatiohs
differ from country to country48). Some general character-
istics can be described as follows:
a~ Central "plans" are more or less forecasting scenarios
or models describing the probable futural behaviour of
some main indices of the national economy as a whole or

of some selected branches. They are of informative cha-

racter and have no binding force.

b- There is no coordination and no consistency between the
central plan and the plans of branch associations or
great corporations, planning activities of the latter

often being carried out in a comprehensive way, using
49)

sophisticated methods and tools .

‘c- State interventions in the market on the basié of this

kind of planning are confined in general to indirect’

—— - . - . G W - = =

48) See: Jan Tirbergen. "Central .Planning" New Haven and
London Yale University Press,1964.

49) That is why J.K. Galbraith in several of his publications
divides the U.S. economy into a "planned sector" compris-
ing the great corporations and the rest of the national
economy being ruled by the market forces. As to the planned
sector I do not agree with him because of the above ment-
ioned reasons.



- 9 -

methods, aimed at influencing economic activities, espec-
ially by measures in the field'bf monetary policy, by

taxes or the budqet.policy.

Resulting from these differences with regard to national
economic plannir~ within the_member'countries concerned, the
role of planning in principle and the actual possibilities of
international cooperation in plan.:ing in the framework of

CMEA and EEC must differ completely.

2. Starting from the statement on close links between nat-
ional economic planning and cooperation in planning on the
’international level of CMEA and acknowledging the effect-
iveness of socialist planning in princiéle on all levels
(i.e. including the international one) we have to take into
conéideration at the same time some essential specialities
distinguishing planning activities on the intérnational level
from those ones within the individual member countries of the
integration community. These specialities are éaused above
all by:
~ The existéncerf sovereigh states enjoying the same rigﬁts'
as members.of the CMEA community; |
- state ownership of the most important means of production

(there exists no international ownership):
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- the lack of any supranational authority being able to take
decisions as regards the economic development of this
group of countries against the consent of the government

of a member country.

Whereas different views on setting plan targets or dis-
tributing restricted financial and material funds or labour
forces between the respective branches or enterprises within
the national economy of a single country can be settled by
decisions of the centre.(e.g. by the State Planning Commiss-
ipn as the competent organ of the Counsil of Ministers) such
a procedure 1is no£ applicable as regards cooperation in plann-
ifig between the CMEA countries and from the point of view of
the integrating community as a whole. Hence it follows that
balancing and optimization as main methods of socialist plann-

ing have to be applied on the international level in a special way

way.

In the following paragraphs we shall try to answer this
‘question in detail taking into account the various forms or
elements as part of a comprehensive system of cooperation ig
planning. But independent from the special form some general

principles are of fundamental importance in the way of solving

this problem.
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In the course of the historical development of economic
cooperation and integration depending upon the changing

internal and external conditions the system of cooper-

‘ation in planning is being completed and.improVed stead~

ily‘(see in detail paragraph 3.2). This implies among
other things using the growing possibilities of balanc-

ing and optimizing from the point of viéw of the integrat-

ing community as a whole in cor.formity with the interests

of the individual member countries.

The main principle being effective in this procedure is

at‘the time being_coordinating the national plans .in

varioﬁ§-stages of balancing the economic development
within the countries conéerned, taking into account to a
certain extent the production capacities, the natural res-
ources and the requirements and tendencies of the markets

of the other cpuntries of this integrating community.

Parallel to the procedure of elaborating and coordinating

long-medium - and Shoit - term plans on several levels and
in various‘branches'of £he nétional economies, calculations
are'carried out éh.ﬁhe~interﬁational level by competent or-
gans of CMEA or by'temporary‘teams consisting of experts from

interested member countries taking into account the economic
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developement of this community as a whole or of certain
branches like energy, metallurgy etc. In an iterative
process of several stages and according to the theoret-
ical idea of a "two-level - planning“SO).contradiétions
between the two levels and between the drafts of thé
national plans will be solved step by step. .Différent
from the adequaté planning procedure within the countries
concerned there exists no centre with the power of auth-
ority for decisions in the case of divérging views between
the partners involved. Hence it follows that existing
differences can only be overcome in the way of negotiatiéns

and of certain adaptions from both sides leading to a kind

of "sub-optimum solutions".

Results coming out of the procedure of cooperation of
planning and embracing above all the mutual obligations of
the partners involved are fixed in a comprehensive system

of international agreements concluded between the govern-

ments or coﬁpetent organs like the State Planning Commissions,

Ministries or branch associations (see in detail paragraph

3.3. and 3.4) The concrete type of the agreement will depend

—— e e - W Se Gee S e e G W e O Sy —

Kornai Liptak "Two-Level-Planning",Computing Centre of
the Hungarian Academy of Sciences, Budapest, 1963.
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upon the subject concerned and on the specific form of
cooperation in planning. 'In some cases joint plans will

be elaborated within the framework of international

;'eéonomic cooperations being the basis of their economic

activities.

The:realiZation of the maﬁifdld results of cooperation

in élanning in its different forms (seé paragraph 3.2)

is carried through on the one hand by tlie aforementioned
international'agreemenﬁs and on the other hand by the
adéquate tasks as part of the national économic plans
having binding'forée for the branches and enterprises in-

volved in certain integration projects,

Hence it follows that the cowmpetent authoriﬁies of
the member countries are responsible for ensuring full
consistency bétween the results of international cooperation
in~planning and the national plans on the one side and
betwéen the éléns of the various branches or enterprises
and their respéctive obligations from international agr-

eements resulting from cooperation in planning on the other

side.

As we mentioned before, the results of the manifold activ-

ities in cooperation in planning are fixed in different
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international agreements, contracts, joint plén documents
etc. A problem, still under discussion among economists
and, above all, lawyers of CMEA countries is how to det-
ermine the legal effectiveness of all these agreements

or documents and how to carry through the realization of
adequate obligations including the application of
liquidated damages in the case of not fulfilling the res-
pective obligationSSl).

Notwithstanding some specific problems and'regulations
depending upon the respective form of cooperation in planning
(see paragraph 3.2, 3.3 and 3.4) the following principles are
being applied in this iield.in general:52)

- Each state decides autonomously, whivh plan targets are
taken to be subject of joint decisions in the process of

cooperation in planning and which informations will be

given to this purpose;

- the states concerned only decide commonly, which of the
decisions or information will be binding legally;

51) See: "Cooperation of CMEA- countries in planning- legal
questions", State Publishing House of the GDR, Berlin,b1977.

52) 1Ibid, Page 31/32.
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- the states determine jointly the contents of thé respective
obligation. By this they determine inter alia wether‘and
under which conditions it is possible to change the
joihtly agreed plén targets or if a change of adequate
plan targets means a break of obligations relating to .int-

ernational law;

- the state that changes joinlty agreed binding plan targ-
ets unilaterally, without taking into account the adéquate

conditions, is responsible according to international law.

3.2 The framework and the main elements of cooperation in
planning.

In conformity with national economic planning within
thg individual CMEA countries the methods and forms as well as
the institutional regulations of cooperation in planning are
developed further and if nesessary, changed according to the

changing internal and external conditions and tendencies.

Wheras in thé first stage of economic cooperation among
CMEA countries there existed only a certain international coo-
rdination of the planned development of some selected branches
(e.g. for various metallurgical goods and some commodities of

the machine building industry), since the middle of the fifties
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52}
the five-year national economic plans were coordinated "

At th¢ time being, cooperation in planning is a compreh-
53)

ensive system consisting of the following main forms;

a- Mutual consultations on basic problems of economic pol-
1Y

b- elaboration of prognoses in the important fields of
economy, science and technology.

c- coordination of plans for a lorg-term perspective period
for important national economic branches and types of
production;

d- coordination of five-year national economic plans;

e- doint planning of various industrial branches and types
of production by interested countries;

f- elaboration of mutually agreed plans of multilateral
integration projects for five-year periods;

g- working out of special joint coo peration programmes in the
vital sectors of material production for 10 to 15-year

54

periods;

52) See paragraph 1.3 and 3.3 and Podde;ew,"The CMEA", op.
cit, chapter 6.

53) Documents CMEA, op. cit. p. 25 and 28.

54) Communigue on the 30th session of the CMEA,1976, in: Econ-
omic cooperation among CMEA countries 4/1976 Moscow p.104.
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h- exchange of experiences of member countries of CMEA through
improvement in the systems of planning and mangement of the

national economy.

Whereas two selected elements of this system of cooperatlon
in planning are to be investigated in detall in the following
paragraphs we shall give emphasis now on the main characterist-
jcs of the system as a whole and of the methods being applied,
on the manifold interrelations petween the various elements
and on some problems influencing the effectiveness of this pr-

ocedure or its further development:

1. The variety of the single elements of cooperation in
planningArefleets above all the concrete conditions and
necessities in the procese of organizing the international

,division of labour among CMEA countries with regard to:

- the role of certain branches or groups of'commoditiesl
for the integrating community as a whole;

- specific requirements of selected integration measures
being of great importance for all member countries;

- the time horizon of planned activities;

- the degree of jinternationalization in different economic

complexes.
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At the same time these elements reflect ‘to a certain
degree the historical development of 1nternationa1 cooper-

etion 1n'plenning from lower to hlgher stages.

An effective and well functioning cooperation in planning
requires on the one hand a close connection with the
national systems of planning and management within the
1nd1vxdual member countries (see paragraph 2. 1). On the
other hand there exist manlfold 1nterrelat10ns between
the varlous elements of the system of planning on the 1n~
ternational level which have to be conSLdered and used as
a necessary Pprerequisite for achlev1ng good results.
This includes the temporal aspect of continuous plann-
ing as well as the proper links between various planned
subjects fromAthe point of view of pbalancing and optimi-

zation.

As to the first aspect, e.d. the outcome of joint

prognoses and of other planning activities for long-term

Aperiods are essential inputs for the COogdination of

five-year national economic plans or for the elaboration |

of some joint medium-term plans.

As regards the second problem, which is linked too

with the first aspect, existing agreements resulting



- 104 -

from the elaboration of joint cooperation prqgraﬁmes or from
joint planﬁing activities with reéard to various industrial
branches, e.g. in the framework of‘interhational'economic
organizations, have to be taken into account in the proced-
ure of plan coordination. And at the same time,repe:cuss-
jons from the comprehensive agreements based on the intern-
ational five-year plan coordination must be considered in

planning activities concerning certain selected projects.

3. Andlyzing the above mentioned elements of the system of
cooperation in planning, we can distinguish between pla-
nning ectivities.according to the two types:

- plan coordination and
' 55)
- joint planning

The first type is characterized by coordinating plans

or plan draft or concepts based on national calculations,

balances etc (see in detail paragraph 3.3).

Joint planning as a-part or a special aspect of coo-
peration in planning.embraces those elements where plan

-—---——--——----—-———----——-

55) There are different oplnlons on this subject among ‘econo-
mists of socialist countries. In some publlcatlons the
term "common (or joint) plannlng activities" is used as
a synonym for "cooperation in plannlng"

~ See: "Cooperation of CMEA countries in planning-legal
questions" op. t.p. 50/51.
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calculations (balancing and optimization) are carried out
already from the point of view of the integrating commun-
ity as a whole or of some interested countries. In this
case the international aspect in the procedure of planning
and the possibility of achieving optimum decisions is obv-
iously higher than in the coordination of natidnal plans
and this type represents a higher quality of cooperation in
planning. But there exists no'absolute difference ,as to

these two types and the boundaries between them are fluent.

Unlike the opihion of some écopomists there is no al-
ternative beﬁween these two types,vand the latest develop-
meqt~iﬁ this field cannot be characterized as "planning
together instead of coordination of plans"sst. I hold the
view that both £ypes of cooperution in planning have

their advantages and disadvantages and thét both of them

will continue to be applied also in the future.

As we mentioned before, cooperation in planning is a dy-
namic system, forms and methods of which being changed

according to the respective internal and external

— e T - T G B B G . — S WAL Mia GNP GH> G e BB W S W

See: Y. Sadek "Analysis of Economic Integration under
the Comecon" paper submitted to the Regional Seminar-
of UNIDO and INP 16-21.12.1978., Cairo.
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conditions and according to new ideas and experiences in
theory and practice of socialist planning and of economic

integration among éocialist countries. Apart from the

- already mentioned questions (see paragraph 3.1.) and some

specific problemsArelatéd to special forms of cooperation

in planning (see paragraph 3.3 and 3.4) there are some

fpxoblems under‘discussion among economists of CMEA count-

ries which are 6f general importance for the further dév—
1bpment'of planning activities on the international level
as a wholé:

Aparf frbm thevépecial methods being applied there

is aiways thé problem how to find optimal solutions from
the point of view of the integracing community as a

whole as well as of the individual member countries.
Whereas balancing and optimization as ﬁain methods of
socialist plahning are used with good results on thevnat-
ional level of tﬁe countries concerned, pfogress in ihis»
field is unsufficient up to now on the international level.
the main reason for this deficiency is a certain lack of
the needed data for the integrating area as a whole,e.qg.
as regards:

- the development of available deposits of raw materials;
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- 1level and development of productionvand research cap-
acities; .

- . the development of demand in certain commodities; |

- costs of production,

- tendencies of export and import including foreign

'trade with third countries.

In addition to the availability of these and other

data at all there is the question hbw to make internal

"costs and prices of the sae commodities or of produc-

tive funds.fit to be compared between the member count-
ries.
Another proulem to be solved is to achleve an optimal

relatlon between stability and flexlblllty in socialist

planning in general and in the field of 1nternatlonal

cooperation in planning in particular.

Oon the one hand stability of the social and ‘economic
deVelopment is one of the advantages of socialist soc-
1et1es as compared with capitalist countries and it is
unevocally the determining aspect in the above mentioned
relation. As to international cooperation in planning
among CMEA countries such measures like the conclusion

of long-term agreements on cooperation in science,



- 108 -

technology, investments and production and the respective
foreign trade agreements, based on long-term joint planning

activities, support this stable development.

On the other hand we have to take into account the st-
ochastic character of all the factors influehqing economic
processes in general and the fact that the degree of unc-
ertainty in international economic relations isjhigher than
within thé national economy. This is caused among other
things by consequences from economic relations with the
world capitélist market. Hence it follows that the proc-
edure of cooperation in planning must be flexible enough

in order to match these conditions.

Practical experiences and theoretical discussions on
this subject lead to the following conclusions;
selected key éubjects of economic cooperation (e.g. mutual
deliveries of important raw Materials or equipments for
power plants) are part of long-term agreements on govern-
mental level and of commercial contracts between the fesp-
ective enterprises as well, including the application of
penalties in the case of nonfulfilment of the mutual

obligations concerned;

within the system of long-medium~and short-term agreements
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resulting from respective common planning activities the
procedure of necessary"changes or corrections as regards
the mutual obligations has to be agreed upon, considering
the different conditions as to the time horizon and as to
groups of commodities;

- prices in long - oOr medium-term agreements can be arranged
in such a way that fixed prices are settled only for the
‘first period, whereas the procedure for price formation

. 56)
in the following periods is part of these agreements .

56) See in detail: Grablg/Brendel/ Dubrowsky." Commodlty—
' money-relatlons in socialist economic integration"
Publishing-House Die Wwirtschaft, Berlin 1975,page 92,
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3.3 Coordination of the five-year national economic plans

As one of the elements of the system of cooperation
in planning as a'whole,the'coordination of the five-year
| national econocmic blans plays at the time being‘a central
role within this system. This is to a certain extent due..
to the historical development, as CMEA countries gained
practical experiences in this field since more than 20
years. But I hold the view that because of the following
reasons the coordination of medium-term plans will contihue
to be of such specific importance during the next period of
econbmic integration among this group of countries:
1. The decisive role.of S5-year plans withinvthe national
systems of plannihg(all member countries use the same
plan periods) promotes and requires the same importance

on the international level of cooperation in planning.

2. The procedure of coordinating national plans (i.e.
starting from the conditions and aims of the individual
member countries) is in full conformity with the political
conditions at the time being, that means the existence of
sovereign states as partners enjoying thé same rights in

the integrating community.
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3. Unlike the other aforementioned elements of cooperation
in planning, characterized inter alia by a concentrption
on some selected projects, the internationally relevant |
developﬁenf of the individual national economics is”ihv-
olved in this case in their complexity and with a high

degree of internal and external balancing.

4, Coordination of the five-year plans is closely connected

with all the other international planning activities.

5. This kind of plan coordination results in various intern-
ational agreements and economic contracts, being the basis

for stable and comprehensive mutual economic and scientif-

ic-technical relations.

What are the main subjects of coordinating the five-

year national economic plans?

At the end of the fifties and the beginning of the sixt-
ies this kihd of plan coordination was largely a matter of
dovetailing, on a reciprocal basis, deliveries of specified
.foreign trade‘commodities as regards volume and assortment of

mutual trade. In recent years, the focal point of these
57)

planning activities shifted to the production sphere .

o n - e G e e WD G G Gt B D M B e B A 00 G S

57) See: N. Bautina "CMEA today:From economic cooperation to
economic integration" Progress publishers, Moscow,1975.p.92
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&hat means, that now projects of investments cooperation, sci-
enti fic-technical cooperatioﬁ and specialization and cooper-
ation of production are principal objects of plan coordinat-
jon. Thus structural changes of the national economies con-
cerned are the bases and at the same time certain results of
this kind of cooperation in planning, leading to mutual adap-
tions and complements of the economies and the gradual est- |

ablishment of "international economic complexes”

‘This development is characterized too by changes as to
the function of intra-area trade, above all in the field of
machinery. Mutual exports and imports of internationally
specialized and cooperated products are more and more the
planned results of a stable céoperation in production and an
integral part of a new quality of 'foreign economic relations?a)

The prccedure of coordinating five-year national economic
plans is an iterative process passing through several stages
in conformity with the elaboration of the national plans.
Whereas in the past it was a coordination of more or less fi-
nished national plans, there exist now close interrelafions
and repercussions between national plannihg activities and

- a0 P e G G M P G e W e W S T G S O S e e

Page 145/146.
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plan coordination on the international level. The termination

of this process for a certain five-year plan period is as foll-

ows:

a-

Elaboration of an orientation with regard to the contents
and of a programme (including the time*table) for the org-
anization of plan coordination through the "Committee for
Cooperation in Planning"to be approved by the "Executive'

Committee of the CMEA",

Multilateral and bilateral exchanges of information on
first ideas on the economic development of the national
economies in the forthcoming period and, above all, on

mutual economic and scientific - technical relations.-

Results of these first consultations (led by the central
planning agencies with participation of ministries and
important economic organizations) lead to corrections or

changes of the national plan drafts.

Continuation of consultations in a more detailed way and
signing of bilateral protocols on the results of plan

coordination by the heads of the central planning agencies.

Utilization of the aforementioned results in the "Standing

Commissions" and other CMEA organs.
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£- Completion of the national economic plans, taking into acc-

ount the results of international plan coordination.

g- Conclusion of bilateral foreign trade agreements for the
five-year plan period and of various agreements on scient-
ific~technical anqvproduction cooperation (independent from

a certain plan period).

This kind of connecting closely national economic planning
ahd international plan coordination among CMEA countries prom-
oted to a high extent the stable and dynamic economic growth
within the individual member countries, the process of evening
up existing differences as to the ecoﬁomic development level
‘pbetween these countries (see paragraph 1.4) and streﬂgthening
the integrating coﬁmunity as a whole. At the same timé, in
addition to the above mentioned problems in the field of coop-
eration in planning in general (see paragraph 3.1 énd 3.2%)
some specific questions as regards plan coordination.are not
yet solvea sufficiently and there are dlscu531ons among econom-
ists of socialist countrles how to improve further the effectiv-
eness of these planning activities. Some of the problems conc-
erned are to beé presented in the following:
~ .1- One of the main purposes of qualifying further the system of

socialist planning in general,i.e. on the national level as
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well as in the field of international cooperation in plann-

ing, is aimed at connecting planning and the use pf commod-~

ity - money - relations in an optimal way (see inter alia
paragraph 2.2 and 2.3 of this paper). .As regards the coor-
dination of five-year national economic plans, theoretical
discussions and practical measures are concentrated in this
respect above all on two specific questions:

a) Consultations and agreements in the course of.plan'coo-
rdination in the past centred predominantly on pro-
duction cooperation or the exchange of commodities in
terms of Volume, whereas the aspects of vaiue and pric-
es were neglected to a high extent;

Though priority in common planning activitieg will
be given to the aspect of use value of goods also in
the future (e.g. deliveries of a certain volume of sp-
ecified raw materials, machines, equipment etc), much
more attention will be paid to the development of priqes
and the value as a whole in order to avoid contradictions
between .the results of plan coordination (laid down in
the fespecéive protocols) and the follbwing foreign trade
agreements and commercial contracts based on planning

activities.
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b) Connected with the role of prices in this procedure the
problem of economic efficioncy in a broad sense ranks
highly now in proposals for further improving the effec-
ti&eness of plan coordination. According to the essence
of this form of cooperation in planning as alprocedure
of coordinating national plans or the respective drafts
this task requires in the first line that the planning
authorities of the individual member countries have to
strengthen their efforts in calculating the drafts of
national economic plans in some variants, being the-bases
for multi- and bilateral consul;ations, as regards the
consequences of structural changes on economic efficiency,
especially on the national income and on the balance of
payments. This includes highly aggregated comprehensive
calculations from the point of view of the national eco-
nomy as a whole as well as of somerselected integration
projects of great dimensions and reguires the application

59)
of mathematical models and computers .

-

c) There are discussions, too, on how to raise the role of

international credits in coordinating five-year national

_—-...——-—-—-—-.-.——————-—_———

59) See: "Efficiency of foreign econemic relations of the soc-
jalist national economy", Publishing House Die Wirtschaft,
Berlin, GDR, 1977.
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economic plans. Apart from bilateral or multilateral
credits being used for facilitating economic relations
between CMEA countries there is a particular problem

in connection with granting credits from the special
funds at the Ihternational Investment Bank, aimed at
promoting the economic and scientific - technical coop-
eration with developing countries, especially for fin-
ancing exports of complete plants to countries of the
Third World. The hitherbo unsatisfactory utilization of
this funds .seems to be caused above all by unsufficient
links between these international credit‘facilities a1
the material processes of production and export in the
national economies of the member countries of CMEA in

the procedure of plan coordination.

Another problem is related to the principle of "continuous
planning" in this special field of international cooperation
in planning. Some analyses of the long-term development of
foreign trade among CMEA countries prove that growth rates
of inter-area trade are especially high in the middle of
certain five-year plan periods and that they are lower at

the beginning or the end of these periods.
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This discontinuity in international economic felations
between these countries seems fo be caused above all by the
kind of medium-term planning Withiﬁ the individual countries
and in internétional plan coordination. According to the role
of national plans as the basis for commercial contracts on the
national and the international level the industrial and foreign
trade enterprises are sometimes delaying the conclusion of new
contracts because of the absence of approved plans at the beginn-
ing of a five-year plan period. In addition to it, atrthe end
of these periods there may arise certain differences betweeﬁ ﬁhe
initial ideas as laid town in the respective'protocols and the
real possibilities or needs according to new internal and.exter—
nal conditipns.' Proposals and practical activities for over-
coming these contradictions or deficiencies are directed on the
‘following measures:
a) Based on medium-term protocols of the planning authorities

and the adequate trade agreements annual foreign trade

agreements are concluded on governmental level, taking

into consideration new conditions and tendencies.

b) Long-term agreements or commercial cqnéracts on cooper-
ation in the fields of science-technology, investment and

production, independent from fixed plan periods, play
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an incresaing role as a basis for export and import act-
ivities creating at the same time substantial precondit-

ions for plan_coordination for the following period.

c) There are discussions among economists on the possibility
or necessity of introducing a kind of sliding médium-
term plan coordination, leading to petter chances of reac-
ting quickly to new conditions. The realization of this
idea would require appropiate changes of the national

- gystems of five-year planning as the bases for interrat-
ional plan coordinations. I hold the view that a comb-
ination of the existing system of fixed five-year plan
periods and a certain sliding planning would help to ov-
ercome some of the above mentioned deficiencies. Up to

now there is no uniform opinion as to this subject.

3.4. Long-term joint cooperation programmes.for selected

branches or groups of commodcties.

When analyzing progresses and deficiencies in economic
integration among CMEA countries up to the middle of the
seventies, it was found that in addition to the already ex-
isting mechanism of integration certain methods and joint

. agtions were to be introduced in order to solve some long-
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term strategic tasks being of utmost importance for all the
member countries of this community and requiring capital iﬁv—
estments, scientific-technical funds and other material and
financial resources of huge dimensions. This concerns above
all‘special measures to meet the economically substantiated
needs of the member countries for basic kinds of energy

fuél and raw materials, to develop mechanical engineering
through extensive specialization and cooperation of pfoduc-
tion to meet national needs for basic foodstuffs and consu-
mer goods and to modernize énd develop transport links

between CMEA member countries.

Hencé the 30 th. Session of CMEA in 1976 concluded to
elaborate the follcwing special joint cooperation programmes
in vital sectors of material production for a 10 to 15 year
periodGO)Q
~ The cooperation programme ih the fuel and poﬁer and raw

materials industries;
- . the cooperation programme in mechanical engineering;

- the cooperation programme in the production of basic

foodsyuffs;

60) Communique on the 30th session of the CMEA, in: Economic
cooperation among CMEA countries 4/1976, Moscow,p. 104.
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- the programme of extended production and mutual deliveries
of industrial consumer goods;
~ the cooperation programme in developing transport communic-

ations among the CMEA member countries.

The first out of these programmes is getting obviously
highest priority because of the role of energy and raw mater-
ials for all the other.sectors of the national economy. It
is aimed at ensuring a reliable supply of energy carriers,
ferrous and non-ferrous metals, chemical raw materials and
electric energy to dynamicall~ developing economy of the CMEA

countries. It will be carried out above all through

n

concentrating large capital investments,

- pooling the material and financial ?esources of the interes-
‘ted member countries,

- more ratiopally distributing power-and material-intensive
production processes as regards regional aséects,

- further developing the deposits of all kinds of fuel,

-. accelerating the elaboration of methods for obtaining new

energy resources and developing atomic power engineering.

The joint elaboration of these long-term cooperation pr-
ogrammes will be an jterative process basing both on national

caiculations as well as on certain methods of balancing and
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optimization on the international level, taking into account

the conditions and needs of this gfoup of countries as a whole.

There .exist close interrelations to the national systems of

planning and to the other elements of the afdrementioned system'

" of international cooperation in planning (see paragraph 3.2).

Based on these programmes, the concrete obligations of the

partners involved in a certain,projéct and the mutual deliver-

jes of the commodities concerned are to be fixed in a system

of multi-and bilateral agreements and commercial contracts.

As it is a new step in developing further the mechanism of

economic integration among CMEA countries, there are a lot of

discussions among the economists of these countries on prob-

lems connected with the elaboration and realization of the

cooperation programmes. Discussions are concentrated on the

following questions:

1)

There are at the time being different and éometimg extr-

eme opinions on the role of these programmes in principle

o

and on their influence on the systems of national planning

‘- as well as on the other elements of international cooper-

61)

ation in planning .

See:M.Engert "Long-term planning from the point of view of
.cooperation in planning between the CMEA member countries",
in scientific Journal of the University of Economics,Berlin
GDR,1/1978,P.21 and W.Kunz "Improving the management and
planning of projects of socialist international division

of labour" in Wirtschaftswissen schaft, 11/1978.Berlin GDR
p. 1373.
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I hold the view that the joint elaboration of long-
term programmes and their implementation means on the one
Sidé a new quality in developing further the mechanism of
economic integration. BY preparing decisions on selected
projects of great importance for the futural structure o£
the national economies concerned it will promote the pro-
cess of mutual adapting the economies and of ‘establishing

some international economic complexes in selected branches.

on the other side the programmes will not replace the
already existing forms of cooperation in planning. The real-
ization of the joint goals will take place in any case by
fixing the concrete tasks and the mutual obligations within
the adequate national plans and the agreements following

the international coordination of planning (see paragraph

3.3) .

Another problem derives from the necessary concentration
on few selected subjects peing of special importance for
the integrating community as a whole or at least for the
majority of the countries involved. starting from propos-
als of the member countries there has to be found an agr-

cement as to the projects oOr commodities as part of these

programmes.
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In the case of mechanical engineering for instance it
will be possible only to select some highly dynamic bran-
ches being of greatest importance for the promotion of sc-

jentific-technical progress and some groups of commodities

4influencing to a high extent the realization of the goals

of the other 4 joint cooperation programmes.

As regards the production of basic foodstuffs initial
proposals of the member countries contained about 100 pro-
jects for the respective programme. The Hungarian central
planning agency, which is responsible for the coordination
of joint planning activities in this field, strove for a
reductioh on 34 common projects being of greatest importance

62)
for the integrating community as a whole .

Joint planning activities on the international level for
periods of 10 to ;5 years and on projécts,of such dimen-
sions require a high quality in long-term planning within
the individual member countries. Up to now the situation

as to this task is different between the countries concer-
ned. In some countries, e.g. in the GDR, priority was given
in the past to shorﬁ-and medium-term planning and in spite

- . . G " - s i s e W WD SN S P e

See Budapest Review, 1/1978, Page 1.
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of some positive results in this field theoretical work and
practical experiences are not satisfaétory as a whoie. Ob-
viously, the CMEA conclusions as regards the elaboration of
long-term programggs will stimulate, too, the adequate nat-

ional activities .

One of the most important and at the same most difficult
problems to be solved is connected with the procedure of
collecting and evaluating the data needed for the elabor-
ation of the programmes concerned and especially for fin-
ding optimal solutions. In addition to the well known
difficulties in this field for long-term planning in gen-
eral, caused by the high degree of uncertainty as to the
scientific-technical and economic development for such
periods, three specific questions are to be mentioned in
the following:

a- Unlike planning activities within one country a loti
of data have to be providéd by all the member count-
ries involved iq a certain cooperation programme.
This includes above all informations on the probable
development of

—— - - —— - —— . S n S o e S

Seet Klnse/Poller-“Development and problems of long-term-
planning in the GDR" in Scientific Journal of the Univer-
sity of Economic, Berlin, GDR, 1/1978, Page 7.



- 126 -

- exploitable raw materials;

- investmenﬁs;

- production‘capaciﬁies;

- »research capacities;

- skilled workers in a certain structure;

- demand or consumption;

- production costs, internal and external prices.

On the one hand a sufficient level of planning and st-
atistics has to be achieved in each of the member countries.
Oon the other hand the respective}obligations of the aspon-
sible national institutions or agencies for providing and

checking the required data have to be fixed as part of appro-

piate agreements.

As to the evaluation of the long-term development of inte-
rnal and of external prices there are different opinions

among the economists of soclalist countries as regards the

.possibility and the necessity of such prognoses. Diffic-

ulties in this.field are caused, above all, by the devel-
opment of international prices on- the world capitalist
market.

In practice of national long-term planning most CMEA
countries up to now use unchanged prices of a certain basic
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64)
period. I hold the view that in spite of the existing

problems it is necessary and possible, too, to elaborate
long-term price prognoses with a certain degree of proba-
bility and that using these probable prices is more adv-
antageous from the point of view of finding optimai sol-
utions than using fixed prices. At the same time cal-
culations based on unchangeable prices will be needed

too for purposes of balancing and of assessing the dev-
elopment in terms of volumes or use values. Thus we shall
have calculations based on different price bases‘leading

4 ~V3hes AL Lla e £ Aami=io~ +
s & higher guality of the proCess Or GeCision~-maxing.

Another problem is linked with the task of comparing

such national data like production funds and costs, inter-
nal prices, wages or salaries etc. forﬁFhe purpose of
optimization calculations on an internaéional level, from
the point of view of the integrating community or of

those member countries involved in a certain project.
Caused by some existing differences as to the national
regulations for evaluating the funds, calculating proces-
sing costs, forming internal prices etc. and by some

hitherto unsufficiently solved problems connected with

O - SR e BN B WS AR P Sm SR 0 G B8 B Em Y We

See:%.Knyziak "Long-term planning in the system of nat-
ional economic planning in Poland" in Scientific Journal of
of the University of Economic, Berlin GDR, 1/1978.
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mutual exchange rates it is necessary to take into considerat-

ion these differences.

As we mentioned before (see parac aph 2.2) there is a
tendency of gradual approximating the national requlatibns NN
planning, management, accounting etc., creatihg better prere-
quisites for joint planning and optimization. But at the time
being special methods are used in order to overcome £hese dif-

65)
ficulties .

In the present practice calculations are carried ou: i .-
Most cases on the national level of the countries involved,
taking into consideration the conditions or needs of the A
tner countries within & system of constraints, as far as ma
enatical models are applied. Thus several "sub~optimal solu.w

ions" are achieved from the point of view of the participating
countries. In an iterative process of consultations between
the competent organs of the countries involved in this project
such solutions will be found which guarantee advantages to

each of them.

Apart from the aforementioned questionsvthe elahoration of

joint long-term cooperation programmes on the international

65) See: J.F. Kormow "Specialization and cooperation of produc-
tion of CMEA countries", Publishing House Die Wirtschaft,
Berlin, GDR 1975 P, 162.
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level with such great dimensions raises some more complicl-
ated problems like determining adequate optimality criteria,
using appropiate mathematical models atc which are under
discussion among economist, too, in connection with the requ-
irements of long-term planning within the individual CMEA
countries. Hence it follows that progress will be achieved
step by step and that the procedure in this special field

has to be considered as a "learning process" as well as in

the case of the mechanism of socialist economic integration
in general.




Appendix (1)

The Structure of the CMEA

[Sessions of CMEA |

~

[Executive committee |

Committee for Committee for Committee for

cooperation in 'scientific-tech- cooperation in

the field of nical cooperati- the field of ma-

planning on terial-technical
supply

[Secretariat of CMEA |

Standing Commissions for:

Chemical industry Agriculture
Ferrous metallurgy Transport
 Non-ferrous metallurgy | standardization
Crude oil and natural Geology
as .
Coal industry TPost and telegraphs
Eiectrical engineering | Statistics
' Use of nuclear power Foreilgn. trade
for peaceful purposes
Machinery Currency and. financ-
ial problems- ‘
Electronics Construction
[ Light industry Civil aviation
Foodstuffs industry, Health
Consultations of:
Representatives for . Ministers of home
legal_ guestions trade

Heads Of price agencies| Heads of patent .and
invention offices
Heads of the boards o Representatives of
water control and man- | freighting and ship-
agement ping companies

Scientific institutes:
Tnstitute of standardization
Tnternational institute of socialist manage-
ment .
Thternational institute of economic problems
of the sociaiist world system




Appendix.(2)

The Structure of Joint Economic Organization of

CMEA'Countrie5~
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Inter-state economic organizations:

International Bank of Economic Cooperation and the
International investment Bank.

Member countries: all CMEA countries .
International Centre for Scientific and Technologi-
cal Information.

Member countries: all CMEA Countries.

Central Office of the United Power System

Member Countries: all European CMEA Countries. R
Joint-Goods~-Wagon-Pool

Member countries: all European CMEA Countries.
Internatipnal Organization .for Joint Utilization of
Containers

Member countries: all CMEA countries.

" International Organization for Cosmic. Communications

Member countries: all CMEA Countries.

Organization for Cooperation of Antifriction Bearings
Industries.

Member countries: all European CMEA Countries and

Yugoslavia.
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Oorganization for Cooperation in the Field of Ferrous

Metallurgy

Member countries: Bulgaria, Hungary, GDR, Poland,

USSR and Czechoslovakia (partial cooperation of RO-

mania and Yugoslavia).

Organizétion for Cooperation in the Field of Particu-

lar Chemical :roducts.

Member countries: all European CMEL Countries and
Yugoslavia

Agromasch

Member countries: Bulgaria, Hungary, GDR, USSR.

International Organization for Cooperation in Power

Industry

Member countries: all European CMEA Countries

2. International economic organizations:

Important organizations include:

Intertextilmasch and Interatomenergo

Member countries: all Euroéean CMEA Countries (Yugos-
. lavia has partial membership) .

Interatominstrument '

Member countries: Bulgaria, Poland, GDR, Hungary

Interchemiefaser /

Member countries: all European CMEA Countries and

Yugoslavia.




The International Shipping Assogciation
Member countries: Bulgaria, Hungary, GDR, Cuba, Poland,
USSR, Czechoslovakia, Yugoslavia,

India..

International Labarxatory for strong Magnetic Fields and
" Low Temperatures
Members: The academies of science of Bulgaria, GDR,

Poland, USSR.



