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INTERNATTONAT, COORDINATION
OF PLANS OF DEVETLOFPMENT ANONGST THE SOCIALIST COUNTRIES

It has become evident that national economic acti-
vities in general and planning in particular: are more and more
linked with international prceblems in this field going beyond
foreign trade mabtters. This is enbirely true with respect to
those socialist countries which are members of the Council of
Mutual Economic Aid 3 (CMEA), too. They already started syste-
matic work to coordinate Thelw raa;onal plans in the long-run.
This will affect basically, without doubt, international eco-
nomic relations bebtween Ghem and exert a certain influence on
other internationsl economic affairs. In order to make these
tendencies clear and to get a good idea on the basis, princi-
ples and prospects of these infernational activities we shall
study, first, the guestion what fhe sbarting point of. inter-
national coordination plans in the CMEA — countries really i

I. The Bconomic Bagis for Internabional
Coordination of National Plans

The emphasis givea now to internabtional cooperation
in the field of produchion smong CMEA — countries has been
caused, primarily, by two eccnomic factors:

(i) Modern industrial (and, tc a certain extent, agricul-
or, at least, large series

£
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tural too) production asks
or even mass producuion as a presupposition of profi-
table output with using modern large-scale capaeities
fully, le.eo bto ubmost Sechnicalj technological and eco-

nomic lmmlbs?

(ii) All member-countries of the Council of Mutual Economic
Aid now have an own multi-branch industry regardless of
the still existing differences in productivity and other

respects,



o

~ Hence arises the question: what are the consequences
of these two problems which are closely related to each obher?
It 1s the experience of planning in the late fifties that, at
a given high level of industrialisation, planning activities
must cover a rather long period of time exceeding the tra-—
ditional five-years calculations. This had become obvious
for the first time in 1957/1958 in the USSRe. At that time
prospections for mineral depogits reached very good results:
vast areas proved to be rich.of iron ore, coal and other cle-
ments of natural wealth. Measures had to be taken, immediatly,
to utilize them. The last two years of the five-year—plan
(1959 and 1960) which was in force, were found not to be suf-
Tficient for utilizing the newly prospected mineral deposits
fullys qalculations made by experts revealed that it would ask,
for drawing up a new plan covering 1959-1965 (seven-year-plan)
which could scolve both problems: to start immediatly utili-
zation of the recently prospected iron coal étc§ and to arrange
completely all things connected with this activibty (eego buil-
ding of access railroads and roads to the newly explored areas,
to develop and produce new equipment for utilization of na-
tural wealth),

Thus, all the national economy proved te be affected
and, consequently, the national plan in its main proportions
and targets, tooc.

What is to be pointed out here is that planning ac-—
tivities are to a great extent affected or, more precisely,
determined by the technical development, by its prerequisits

(as e.g. by the ael, prospecting activitieé) and by its con

Sequences.
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This observation was confirmed by another experiénce ol
national planning. Not later than in 1956/58 it was felt tha’
time is over when the main targets of industrial production had
been determined, preferably, by two major factors: (i) Go es-
tablish new branches of industry or to develop those on a low
level in order to make the country an economically advanced
one; this meant to industrialize socialist countries rather
at a full scale. Besides national independence is always bascd
on a, at least, multibranch industry; (ii) to increase indus-
trial output at a high rabte of growth and with good quality
in order to meet the fast increasing demend of industrial pro--
ducts within a very short period.

Up to this time, perhaps, it has been possible to draw
up a plan of industrial production taking into consideration
as a pabttern the traditional s tructure of industry in the
advanced countries. Moreover, sometimes targets of industrial
olans had been debvermined, though partially, only by the non-
i shortage of certain production,

axistence or shortage ©F

As a matter af fact, planners of the socialist countries
faced a new situation in the late fifties, All member-countriss
yf the Council of Mutual Economic Aid had changed their econo-
nic character at that time, all of them now having an indus-
trial production which considerably exceeded pre—war'level, The
structure of the industrial production which considerably ex-—
seeded pre-war level. The structure of industry, simultaneous..y,
r1ad changed basicallye.

The new task of planning, therefore, was to develop an
industry with the view to model its structure, level and volume
on the accomplishments of technical progress. Once there is ai
industrial apparatus available attention must be paid, predomi

natly, o the problems of plamning technical and technological



I

progress, which asks for a detailed analysis of each produc-
tive process in all branches of industry. Moreover, when
industrial production has reached a high level and covers
almost all branches or, abt least, most of them, itUs further
development depends upon its qualitative tendencies, 1l.e.

upon the development of its technical amnd technological basis.
The starting point, of planning production, therefore, became
the detailed planning of technique and technology. Structureal
and quantitative changes in industry are to be derived from
these two matters, e

7
2 d

Summing up we can state that at a given high level of
production and with the existence of a large scale of branches
(or with even full scale) planning of production (in industry)
becomes somewhat like anticipating the results of the tenden—

cles of Technical and technological development which already

started at present time, The planner is now facing the prob-
lem to analyse these tendencies and to foresee the lines thejy
are likely to go and to "translate™ them into concrete econo-
mic targets of the plan in accordance, of course, with the
other conditions and aims of the plan in general,

Modern technigue and technology cannot be applied witi-
out large series and mass production. Remarkable efforts and
investments are inevitable if any industrialized country tries
to keep ahead in this respect with all kinds of industrial pro-
duction. The CMEA-countries which began to pay more abtention
and to spend more funds to technical advancement found them—
selves not in the position each to keep all branches of in-
dustry on an equally high level only by their own efforts and
funds. Modern industry is a complex of unnumerous branches,
but the economic power of sny country is limited. In addition
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to this,, modern industrial production i1s run by large projects
the output of which will surmount in many cases the lecal de-
mand. Any country now has to decide how to bring its own Te-
létively limited economic power in accordance with the pres-
sing necessity of keeping all branches of industry at a high
technical level which moreover, is improving steadily. As
modern technique and technology request many economic efforts,
and the CMEA-countries found their respective economic poten-—
tial.relatively insufficient, the whole problem, therefore,
could not be solved on the national level. This was possible
only joint. effonts of some countries. It was a mater: of
course ~that all member-countries of the CMEA decided to tackle
this problem.by joint activities because international mea-
sures are likely to be very effective if they are taken by
countries with the same socialist economic system or, at
least, withs the same principles of foreign policye.

As.it.can be seen the objective development of tech-
nique and.technology as well as Their economical application
iﬁduced international cooperation, the characher of which
differs from.international cooperation in the previous period.
It now must start already in the preparatory stages of tech-
dique and technology which are called research and develop-
mént, The results of work in these stages, however, mainly
determine — as it had been mentioned before - the structure
and volume of industrial production, This is why interna-
Gional cooperation is to be understood as cooperation in the

Tield of production, officially known as direct cooperabtion,
Foreign trade, once the main method of international reia—
tlons between the member-countries of the Council of Mutual
Bconomic Aid, has now become the way of realisation of direct
international cooperation in the field of production. It has
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to serve and to further specialized and technically advanced
industry as the basis for general economic progress. Inter-
national cooperation and, consequently, internatioral coordi-
nation of national plans does not start any more when the
process of industrial production had been already finished
but it will begin just before the first good will be produced.

It needs no special stress that this line of inter-
national organisation of industrial production leads to a
decrease in cost of production, and To an increase of pro-—
ductivitye

We called the new way of planning some sort of anti-
cipating the economic results of technical progress which is
to come. We had in mind bo stress that one basis of (long-
term) planning is the future structure of industrial pro-
duction which is the result of technical progress. There
is, however, a complementary basis for long—-term planning
and international coordination of national plans. This is
the present volume and structure of industrial production
in all countries concerned.

It is generally known. that CMEA - countries had
undergone a process of industrialisation during the fiftiies
on the national level (cf. Memo, No. 194), This process now
will continue on an international scale. The results of
national industrialisation, therefore, from a rather solid
basis for international cooperation, bub not because the

are existing and must be taken into asccount willy-nilly. We
must estimate this fact from a principal point of view
which was already confirmed by the experience of soclalist

planning.
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International economic relations depend to a great ex-
tent upon the varity of products which can be exchanged and
upon = the level of productivity. If we neglect the second
factor, productivity, or assume that it is equal in all par-
ther-countries, the exchange of goods will be or can be rather
exensive the greater the number of branches of industry is.
There exists a direct relabion between the variety or number
of branches of industrial production and the number of goods
ready for exchange. Moreover, if the number of branches of
production.is increasing this will affect not only the number
of exchanged goods but even the volume of foreign trade. If
one wishes to develop foreign trade it becomes inevitable to
develop a large-scale industrial production. But as far as
foreign trade is understood as a form of international eco-
nomic relations, a large scale industry must be developed on
a national level, first. Thus, national industrialisation 1s
the precondition for national independence and for an advanced
and extensive foreign trade, It can be stated that a close
international. cooperation or even international coordination
of plans as 1t is intended by the soclalist countries is ob-
jéctively‘possible only if those national economies which are
to be coordinated have been industrialised to a certain min-
imume. This conclusion must be stressed because international
cooperation and coordination of plans does not aim at coor-
dinating mono-branch countries which implies a low economic
level and national dependence.

If so, international cooperation with a view to specla-
lisation of national production is determined by the stage of
national industrialisation, If so, furthermore, international
cooperation and coodination of plans must be defined as special
isation of national production branches, sub-branches and even
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by single products. International cooperation etc., Therefore,
will not involve the liquidation of branches in the countries
concerned because this would besides other problems, as a
matter of fact, deprive international cooperation of its basis
and the number and volume of goods exchanged would be reduced.,

The Present structure and volume of national inﬁuSH
trial production and a relatively high stage of industriali-
sation, are, therefore, the second, complementary, basis Ior
international cooperation and coordination of plans in tThe
l.m, sense of national specialisation or international div-
ision of Labouré At this moment the problem discussed will
meet the problem of technical progress and the uncapability
to maintain it in all branches of industrial production only
on the national level, After the initial industrialisation,
which is necessary for all counbtries, national economic power
will prove to be relatively limited to develop further national-
ly .all branches of industrial production, This would also be
of rather a small efficiency and waste national funds.

As a modern industry requires a fast increasing variety
of goods on a high technical level and owing to the fact that
a national economy is not'in the position to manage this mani-
fold production economically and technically, the problem must
be solved on the international scale. International cooperation
involving specialisation of national production, therefore, is
the only way for further national industrial progress after
the initial "industrialisation had been accomplished.

The urgent necessity of international cooperation and
coordination of plans which the socialist countries are facing
must be discussed also from a third point of view. It is true,



e

that this is the practical outcome of what has been said be-
fore bub it deserves, nevertheless, special consideration.

To make it quite clear, all socialist countries of ths
Council of Mutual Economic Aid now are definitely industriali-
sed with the exception of Mongolia, but they are so not on
the same level., There are, consequently, some advanced na-—
tional economies, as e.g8. the German, and a series of less
industrialised ones.

Technical progress causes, as a matter of fact, a fast
increase of the number of new products predominantly in the
processing industries. The German engineering industries,
e.ge are producing (1961/62) about 30.000 various goods out
of a total of 36,000 which are usually necessary in an. advanced
national economy., All these.36.000 products of engineering
must be availlable in order to maintain industry on a high
level, But partial attempts to produce all of them in German
industry failed, The result was an increase in the member of
zoods bubt .a decrease in the magnitude of series, There arose
a contradiction between the series production decreasing on
the one hand and the technical and economic-necessity of in-
creasing series as a precondition of increase in productivity
on the other, It was decided to take urgent measures to reduce
the number of products in engineering and, simultaneously, to
extend large series production., If not so, the German nation-
al economy would not be able to keep up a high rate of growth.
This decigion to reduce the scale of produced goods implied
the offer to other countries of the CMBA to take over the pro-
duction of these goods. This way would provide both advanced
and less industrialised countries the possibility of concen-
tration of industrial production. As far as the less advanced
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national economies are concerned they are now in the position
to draw up their plans of industrial production on the basis
of large series because they now have to supply e.g. the
German industry with those products taken over from it. Pro-
ductivity would increase and foreign trade, oo, The less
advanced countries, moreover, now are able to increase their
rate of growth due to the fact of concentration of engineer-
ing. This increase in the rate of growth is one prerequisite
of bridging the gap between the different levels of economic
development of CMEA-countries,

Concluding we can state that the problem of interna-
tional cooperation and coordination of plans proved to be very
pressing for the most advanced socialist countries and it
provided the other countries, too, the possibility of faster
going ahead in industrial production.

Last not least international cooperation and coordi-
nation of national plans has been caused also by social fac-
tors. The member-countries of the CMEA have finished all ba-
sic changes in the internal political, social and economic
structure which are necessary for the abolighment of feudal-
ism, They are now going ahead to form the new social system
of socialism finally, and to envisage first measures in the
field of economic preconditions of the later communist era.
These preconditions can be defined as a high level of educa-
tion of all people and skilled labour, a high level of pro-
ductivity and an advanced industrial and agricultural produc-
tion which is enough to provide an abundance of all goods ne-
cessary for the well-being of mankind, This simplified defi-
nition reveals that the social aims of the CMEA-countries in
the long-run coincide with the general policies and planning
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sctivities in the field of production on a high technclal level.

International cooperation and coordination of pians will
sontribute to a significant increase of the economic power
5 the CMEA-and all other socialist countries, Thﬁs
is believed to be the most important basis for the peaceful
soexistence and for the final and peaceful defeat of the im-

Herialist and colonial system,

While discussing the problem of the economic basis or
she starting point of international cooperation and coordina-
ion of national plans we may not 1limit our congiderations only
50 principle considerations, We mus?® be well aware of the eco-
nomic potential the CMEA-countries which is to be coordinated,

If we try to define the general economic character of
she member—countries of the Council of Mutual Economic Aid we

->ind that. they be divided into three groups:

(1) Industrial countries: e.g. USSR, Czechoslovakia,
German Democratic Republics;
(ii) Indusbtrial-agricultural countries: e.g. Hungary,
Bulgarias ;
i (iii) Agricultural countries: Mogolia.
v
As most of the member-countries with more than 95% of fths
total economic potential belong to the groups (i) and (iil), the
tulk of this potential being concentrated in the firgt group,
it becomes evident that the international cooPeration‘and co—
crdination has to deal with, predominantly, an industrial com-
rlex. This complex comprises exclusively all branches of mo-
¢ern industrial production and disposes of rich mineral resour:ies
vith the exeption of only few raw materials such like caoutchoac
end other tropical products.
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' It is useful, now to realise what are the main results
of plamnned economic development in the countries concerned
during:the post-war period when these countries had exercised
economic cooperation on a lower level and had a given special
emphaéis To national industrialisation without having the
possibilities of setting up an ample system of international
division of labour as it is now envisaged.

a) The gap between the industrialised and former
agrarian countries has been diminished this can
be seen from the following selected data:

% out of totai industrial+agricultural
production 1/

Industry agriculture
Bulgaria 1939 25, 75
/) 1960 69 21
Jf . erman 1960 87 13

Dems Repe

" b) Industrial development in the former underdeveloped

I countries of eastern Europe has been based, above
all, on a rapid growth of investment goods produc-—
tion has changed as follows:

% of investment goods out of total industrial pro-
duction 2/

1957/39 ., 1958/59
Poland 47 5245
CSSR 49,5 . 58 5
Hungary 44,8 (heavy industry)
Rumania 45, 5 ; 58 9
Bulgaria 22,46 45,5

1/ Sources: Statistical Yearbook of the GDR 1960/61 p. 176
~ Dig Wirtschaft No. 36/1961 p. 16.

2/ cf, "Einheit" No. 6/1961 p, 876, Berlin.,
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