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INTRODUCTION

The lima Meclaration and Plan of Antion on Industrial Nevelopment and
Co-operation paid speoial attention to developing regional and subregional
sconomic co-operation as one of the means of promoting industrialisation
and the establishment of a new international economic order.

Taking into consideration the growing interest in the development of
oconomic and industrial co-operation as well as the oomplications faced by
oountries initiating regional or eubregional co-opsration echemes, a
oomprehensive analysis of the related problems based on the review of
experience already accumulated by existing regional groupings would be of
great importance. TIn this connexion, the M Hoc Committee on Long-Fange ’ :
Strategy for UNIDO in its report endorsed by the Irdustrial Nevelopment . I
Board (Resolution 42 (VIIT), Section A, para. 1) recommended undertaking 1! i
studies of "existing schemes and possible models for economic co-operation !
at the subregional and regional level, whioh would incluie the experiences
of countries with different economic and social systems, with a view to
identifying opportunities to develop industries, and to avoiding overlapping
of efforts" (ID/B/142, Para. 26(b)).

Following thie recommendation, the International Centre for Tndustrial
Studiee has prepared within the framework of its work programme a etudy,
the purpose of whioh is to provide basic information on the inetitutions
established by countries with ocentrally-planned economies to promote the
development of economic and induetrial oo-operation. The study conoentrates
llni'nly on institutional mechanisme, forms and methods elaborated by the
participante in the Council for Mutual Fconomic Assistance (CMEA) to develop
co-operation among countries with diveree levels of industriasl development,
varying territorial and population sisee, and unequal natural resouroe
sndowment .

The development of multilateral eoconomic co-operation among countriese
with centrally-planned economies began in 1949 when the representatives of
Nilgaria, Csechoslovakis, Hungary, Poland, Romania end the Uhion of Soviet
Socialiet Repudblios agreed to eetablish the Counoil for Mutual Beonomio
Aseietence and proolaimed it an open organisation which oould be Joined by
other ocountriee willing to participate inm economio co-operation with the
Council’s member ocountries. With the admiesion of the Gsrmen Demoorstic
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Republic (1950), Mongolia (196?) and Cuba (1972) to "WEA membership, the
Council for Mutual Fconomic Assistance has grown into an.intornntiona'l
commmnity embracing countries with a total population of 360 million,
which accounts for 9.5 per cent of world population. At the same time,
C¥EA nountries' share in world industrial produrtion had increased to
27.7 per cent hy 1975. The increases was based nrimarily on anccelerated
growth rates of industrial production in CVWFA countries, which during the
period of 196n0-1975 was 8.6 per cent, whereas the same indicator for world

industrial production was about 5.1 per cent.*

Having startéd with the promotion of post-war economir recovery

through reciprocal“. deliveries of raw materials, food supplies, machinery
and equipment, CMFA member countries have gradually turned to a more
"diversified form of co-operation in eronomic planning, napital investments !
and to co-production in various industrial sentors, on the basis of !
specialization and complementarity. Along with the changing scope of i
co-operation, its initial institutional mechanisms, as formulated in the l

constituent documents, have received further elaboration.

The formation and development of the mechanisms for economic and
industrial co-operation among the "MEA member countries was a gradual
process evolving throughout the yesrs of their existence. By the late
19608 the institutional co-operation structure had taken on definite
shape: the different oreans of the Council for Mutual Assistance acting
as the main policy-making bodies, the bilateral intergovernmental ~commissaions
and specialized industrial co-operation agencies as action-oriented
organigations. All these components are equally important, complementary
institutions within the system of balanced organiszation of economic ro-
operation, although each of them uses its own resources and methods in its
own 8phere to promote the co-ordinated develooment of co-operation in

different sectors of the economy.

In accordance with the existing institutional co-operation structure,
the study deals with the functions and performance of the organs of the
CMEA; with the structures and work of specialiged economic co-operation
agencies established by the CMEA countries; and with the organizational
aspects of bilateral economic co-operation between the countries., A special

SUNIDO estimates based on data communioated by NSO,
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ochapter is devoted to the functioning of intarnational financial sgencies
and the multilateral system of payments estahlished by the "¥FA to promote
sconomin co-operation amones the countries and the operations of the
respective international orranizations,

T™e present studv is based on offirial doruments imsued by the CWEA
Senretariat and specialized agencies of the "WFA comntriem, and on
findines nublished by scholars studyins the nroblems of economin and

industrial co-oreration amon~ the "¥YEA countries.
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ORJANIZATIONAL MECHANTSVS OP THE COUNCIL FOR MITUAL RCONOMTC ASSTSTANCE

(eneral principlee and methcde of international co-o

Economic cc-operaticn among the member countries of the Council for
Mutual Economic Assistance is based on a numbsr cf general principlee and
guidelines which expreee the common character of economic development of
the participating countriee, as well as their common pclitical and eocial
goals. At the same time, theee principles take into ccneideration ths
different levels of economic and industrial dsvelopment cf ths "WEA
countries and, hencs, specific development probleme faced by them, diversme
territorial and pcpulaticn eises, unequal natural rsscurcs endowment,, and
varying historical and ecultural backgrounds.

T™s fundamental principles of sconomic co-operation elaborated by the
CMEA countries during the first years of co-operation ars set forth in the
Charter of the CMFA (adopted in 1960 and subeequentlv amended in 1962 and
1974) and in the Basic Principles cf the International Sorialist Divieion
of Labour (adopted in 1962). The most essential of theee principles sre
the following:

= Mull equality and respect for the sovereignty and naticnal intereets
of each member etate;

- Interest-free economic assietance specifioally aimed at evening
out the levele of industrial development cf the leas advanced membere
of the community;

- Unifioaticn or oco-ordinaticn of the efforte of several ccuntries to
tackle common probleme of industrial development;

- Combination of divereified and specialized patterns of economic
development of each membsr nountry, depending on ite natural resource
endowment, geographical and socio-economic factors;

= Multilateral co-ordination cf economic plane and co-operation in the
field of eocnomic forecaeting;

= Accelerated growth of industrial output in the member countries with
minimieed produotion coste resulting from efficient international co-
operation.
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Based on these principles "MEA countries were able to establish
adequate organisational mechanisms for economic and industrial co-operation
allowing them to promote mutual aseistance, apecialization in production
and accelerated industrial growth in the less advanced member countries of
the community. Fqually important was the fact that the application of the
agreed princinles of co-opcration made it nossible for the OWRA countries
to take further steps towards strensthening economic ties since by the
beginning of the 197Ms their increased national economic and industrial
pokential would rall for more diversifisd schemes of international economic

rco-operation.

Bearing this in mind, the fovernments of the CMEa countries, in co-
operation with the organe of the (MEA, formulated a programme for further
co-operation, which after its adoption in 1971 was named Comprehensive
Programme for the Further Fxtension and Improvement of Co-operation and
the Nevelopment of Socialist Fconomic Integration by the NMRA Member

Countries. The programme hae: set out a large package of interconnected
measuree for joint economic activities of the NWFA countries; established
stages and deadlines; described the economic, institutional and legal
mechaniems for their realisation through the joint efforts of the NMEA
countries; and elaborated further on the principles of co-operation.

In this respect, the main epecifications made in the Comprehensive
Programme relate to a more selective spplication of the principle of an
interest-free eoonomic aseietance which places greater emphaeis on aesietance
to Mongolia and Nuba, and to a detailed clarification of the approach to the
problem of national sovereignty in the couree of eoonomio oo-operation.
According to the Comprehensive H-ogrm,l/ co-operation among CMEA oountries
does not entail the eetablishment of supranational bodies, and it oannot
affect domestic planning, autonomous economic accounting and financial
systems etc. Another important specifioation im that the absence of supra-
national bodies offers favourable opportunities for any non-member oountry
to participate, fully or partially, in all typee of CMEA aotivities.

_1,/ See "Comprehensive Programme for the Murther Fxtension and Improvement

of Co-operation and the TNevelopment of Socialist Economic Integration
by the CMEA Member Countries", Progress Publishers, Moscow, 1971,
page 15.
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Following the experisnoe accumulated, CMEA countries have formulated
in the Compreheneive Programme a general concept for economio integration
of oentrally-planned economies. Its main aspects provide that the develop-
ment of economic integration is a procees regulated in a conscious and
planned manner by the Governments of the member countries so as to form
desp and lasting links among the countries in the basic branches of
economy, ecience and technology, to broaden the national markets cf the
member countriee, and to facilitate the flow of goods and ssrvices among
them. The final goals of integration are the creation of favourable
conditione for a more effsctive use of natural and human resources of the
member countries, the formation of a modern, flexible structure of each of
the national economies, and the gradual convergence of the sconomies while
ensuring the maintenance of indepsndent, original paths of soonomic
development.

In the Comprehensive Programme the following points are deolared to be
the basic methode of furthsr perfecting co~operation and developing sconomic
integration:

(a) Conducting multilateral and bilateral mutual consultations in
the sphere of basic economic probleme;

(b) Perfecting the system of multilateral and bilateral co-opsration
in the field of planning country activities, including co-operation
in economic forecasting, the co~ordination of both five-year plane
and of longer-term plans in the key branchee of national induetry,
Joint planning by intsrestsd countriee of individual typee of
production, and ths sharing of experiencee in the field of
directing national economy;

(c) Planning the development of induetrial co-operation on the basie
of specialisation and complementarity in the fielde of produotion,
ecience and technology, the uniting of efforts by the partiee
concerned with the aim of jointly prospecting for, and exploiting,
ueable foeeils, building of induetrial enterprises, snd conducting
ecientific reeearch projects;

(4} Expanding mutual trade turnover coupled with upgrading its national
effectivenees, perfecting its organisational forme based upon
etate monopoly, and further developing an independent price eystem
in foreign trade within the CMEA;




(o) Promoting direot contacte betwesn minietriee, central agenciee
and other state organe, eoonomic, research and development and
construotion organisations of member countries of the CMEA;

(£) Teveloping existing international specialieed organizations
and the establishment of new ones by intereated countriee;

(g) Elaborating legal aspects of economic, scientific and
technologioal oco-operation, improving its international legal
foundations with particular attention to the financial responsi-
bility of ths parties involvad in mutual commitments.

With a view to enabling non-member countriss to expand their co-
operation with the CNEA, the Programme has also formulated some general
guidelinee which provide for flexibls ways and means of achieving such
oo-opor.tion.??

Since it is planned to realise the Comprehensive Programme within
15 to 20 years, the fovernments of the CMEA ocountries have reoogniged the
feasibility of breaking it down into ssveral stages corresponding to the

five-year plan periods. The Comprehensive Programme as such has given nsw
impetue to the development of multilateral schsmes of co-operation. As a
result the CMEA oountries adopted in 1975 ths Concerted Plan for Multilateral
Integration Measures for 1976-1980 which grouped together ths major eoonomio
oo-operation projects for joint implementation and specified forms, stages
and methods of handling.

The Conocerted Plan deale broadly with three different taske. Mrst
it contains outlines regarding the matsrial, financial and, in some casee,
labour transfers for the joint projects which started before 1976. Secondly,
a number of multilateral specialisation and co-operation agreemente in the
engineering and chemioal eectore are detailed and oco-ordinated with the
activitiee of the relevant specialised "MEA agenciee. Tirdly, scientific
and technioal oo-operation projecte are inoluded in the integration plan,
partioularly in order to improve and extend new eources of fuels and energy.

The real eignificance of the Conoerted Plan for the promotion of
soonomic and induetrial co-operation liee not only in ite oompreheneivenese,

2/ Ivjd., p. 9.
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but alec in the fact that each CMEA country has inoorporated the obligations
arising therefrom in its national medium-term and annual plans. Since the
obligatione entered into deal with crucial componsnte of regional co-operation
and trade, it is hoped that during 1976-1980 sipnificant intra-regional

capital flows will be penerated.

Arother important feature of the Concerted Plan ie a flexible appli-
cation of the principle of multilateral co-ordination of national eoonomic
plans in the ephere of joint industrial production. Although the centrally-
planned nature of the CMFA economies permite the dsvelopment of co-operation
through direct control in the production sphere and, hence, the ro-ordination
of national economic plans will remain the key instrument in forging ahead
with the integration of production, market-type instrumente will also be
allotted an important role in implementing integration measuree, sspecially
in the formulation of tasks on the basis of cost-benefit analysis and in
regulating co-operation between industrial enterprisee involved in joint

industrial production schemes,

Taking this into consideration, the Concerted Plan, as wae rscommended
in the fomprehensive Programme, hae also outlined some changee that might
bs made in specific monetary and financial instruments, as well as revisions
in the associated institutional meohaniems.

¥ain organe

The realisation of the agreement signed in 1949 by the CMEA countries
required a complex and reliable meohaniem which could provide the Qovernmente
with a forum for multilateral discuesions and consultatione in order to
initiate measures to encourage economic, ecientific and tsohnological
co-operation among the member countries, to serve as a co-ordination centre
for the national economic institutions of the CMEA oountries, to assiet
the countries in the preparation, co-ordination and implsmentation of joint
programmes in varioue eoonomio oot;toro, to promote the deoision-making
prooess and to prepare various studies and doouments for discussion.

In compliance with these tasks the structure of the Counoil for Mutual
Boonomio Assistance includes the following organs: the Session of the Coumoil,




the Executive Committee, the "MFA Committees and Standine Commimsions, as
well as the Conferences nf the heads of departments of the member conntries,
research institutes and the CMFA Secretariat. Their functional relationship

can be seen in the diagram on pasge 7.

The Session of the Council is the highest organ of the CMEA and im
comprised of delegations of all the member countries. National delegations
to the meetings of the Sessions of the founcil were initially led bv the
Deputy Prime Ministers of the member countries in charge of eronomic
affairs; however, from 1970 onwards and in order tn upgrade this orpgan's
importance, delegatiors have been headed by the Prime Ministers themselves.

The composition of delegatinns is determined by the fTovernments of the

- respective countries.

Accordins to the CMEA  rharter, the Sessi~n is empowered to discuss all
queations fallin» within the competence of the Counril and to adopt recom-
mendations and decisions, ‘The Sesmion considers the main muestions
concerning co-oneration in the field of economy, science and technology, and
determines the main trends of the activities of the Council. The Session
of the Council has the power to estahlish such bodies of the OMEA as it

deems necessary to carry out the functions of the onneil.

As a rule rerular meetings of the Session are ronvened once a vear on
a rotation basis in the capitals of the member countries under the chairman-
ship of the head of the delegation of the host country. An extraordinary
meeting of the Session may be called at the request, or with the consent, of
not less than one-third of the CMEA member countries. A total of 31 meetings
of the CMEA Session had taken place by 1978,

Immediately following the Session is the Fxecutive Committee which is
the main executive organ of the CMEA. It is comprised of representativee of
all the CMEA member countries at the level of deputy heade of governmente
with one representative from each country. In accordance with the Charter
of the Council, the Fxecutive Committee has the right within its terms of
reference to make recommendatione and decisions and also to submit proposals
to the Session for consideration,

The Executive Committee ie in charge of the entire range of activities
related to the implementation of tasks facing the founcil in compliance

4
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with the derisions of the ©WWA Sessions and is almo in charge of the aotivities
of the Counril's fommittees and Standing Commissions and other (MFA organs

and defines the hasic puidelines and trends of these orrpans' activities., As

a rule, the meetings of the Fxecutive Committee are held once every quarter,
with a total of A2 meetings havins taken place by the end of 1977.

Tha CMFA Specialiged Committees were added to the initial structure of
the Council durineg 1971-1974. Altogether there are three such Committees:
the CMFA fommittee on Co-operation in Planning (set up in 1971) is comprised
of representatives of the "MEA rountries at the level of chairmen of the

central planning bodies. ‘The fommittee nromotes the expansion of co-operation

in the field of planning activities, and the further development and extension
of economic co-operation among the "MFA member countries. The Committee's

Bureau on Co-operation in Planning is a standing working body of the Committee
and is comnrised of representatives of all the CMFA countries at the level of

deputy chairmen of the central planning bodies, As a rle, meetings of the

Committee are convened at least twice a year.

The "MFA Committee on Scientific and Technolosical fo-operation (set
up in 1971) is comprised of representatives of the "MEA countries at the

Teve! of either chairmen, miniaters or heads of agencies dealing with science

and technology. ''sually this fommittee meets twine a vear. Tt has
initiated multilatera) scientific and technical ro-operation among the CMEA
member countries to use more effectively the scientific and technological
potential of the countries concerned and has enhanced the acceleration of
scientifi. and technical progress in the CMEA group on the basis of co-
ordination and joint scientific and technolcgical research. The “ommittee
also promotes the development of multilateral and bilateral technological
co-opération between its members.

The "¥EA Committee on Co-operation in Material and Technological Supply
(st up in 1974) is comprieed of the heade of the centiral agencies, the terme
of reference of which cover material and technical supply. The purpose of
the Committee is to promote the extension of co-operation among CMEA oountriee
in the field of organisational matters related to the supply of machinery,
equipment and rew materials. Thie Committee also convenes twice a year,

All three "ommittees of the Council adopt recommendatione and deoisione
- Within their competence and may aleo submit appropriate propoeale for

RN




consideration by the CMFA Executive Committee and by the Seesion of the

Council.

The CMEA Standing Sectoral fommissions are established by the Session
of the Council for the purpose of promoting cleser ties at the sentoral
level among the MMEA countries and organizing multilateral economic, scientific
and technological oo-operation in uirious branches of the national economy,
The Standing "ommissions are composed of delesations apnointed by the member
countries of the Touncil. They are enpowered to make recommendatione and
decisions within their terme of reference. They may also submit proposals
for consideration by the Fxecutive Committee, by the Session and by the
other organs of the Council.

The first Standing Sectoral Commiesions were put into operation in 1956,
To date their number has reached 22, covering practically all sectors of
CMEA economies. There are Standing Commiseions on: agricul ture, the chemical
industry, the coal industry, construction, monetary and financial matters,
electric power, the ferrous metal industry, the food industry, foreign trade,
geology, light industry, machine-building, the non-ferrous metal industry, the
oil and gas industry, post and telecommunications, radio-engineering and
electronics industry, standardisation, statistics, transport, and the
peaceful usee of nuclear atomic energy. Recently Standing Commissions were

established for civil aviation and medical probleme.

Unlike the other organe of the CMEA, the headquarters of the Standing
Commissions are situated in the capitals of different member states depending
on the importanoce whioh a oountry attaches to a given sector of co-operation
and on ite relative ehare in the country's economy., Of 22 Standing
Commissione, 2 are in Sofia, 3 in Berlin, 2 in Prague, 3 in Budapest, 7 in
Moscow, 2 in Wareaw, 2 in Bucharest and one in Ulan Bator. The chairmen
of these organe are the reepective ministers of the Governments in the
capital oities of whioh the individual Standing fommissions are located
(e.g. the Polish Minister of Traneport in the case of the CMEA Standing
Commiesion for Transport, etc.). In those Standing Seotoral Commissions in
whioh co-operation is being developed in different fielde, seotione or
standing groups are created. Normally, each of the Standing Commissions
has one or two meetings every year.

Although the powers of these Commiseions are limited to a definite
range of mattere pertaining to oo-operation in concrete branohes of economy
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or other spheres of activitv, it should be emnhasiged that sinrce the
countries' delegations usually have top-ranking executives of economic
bran~hes as their members, this facilitates the elaboration and adoption of
weirhtv recommendations and decisions as well as their subsequent implementa-
tion. Another impertant factor is that the Standines Commissions hawve an
effective means of thoroushly going into problems: based on their own rules
of procedure they can form wnrkine organs and convene international action-

oriented meetings and scientifir conferences.

In addition to Starding Sectoral fommissinns, another type of organ
ralled Conferences was established in 1074 with the main tasl of orpanizing
the exchange of experience an? multilateral co-operation among the respective
ministries and agencies in non-industrial sectors. The followins seven
Conferences sre included in the "MFA structure as standing bodies: the
Conference of Ministers of Tnternal Trade, the Conference of Representatives
of the CMXA Member Countries on Tesal Matters, the "onference of Heads of
Pricing Agencies, the fonference of Heads of “ater Resources Authorities, the
Conference of Heads of Tabour Authorities, and the Conference of Heads of
Patent and Tnvention Agencies. The ‘onference of Representatives of the

Freight and Shipping Orranizations also operates within the CMEA framework.

The Secretariat of the NMFA is an executive and administrative organ of
the Council. It is comprised of the Secretary of the Council, his deputies
and international staff as required for the performance of the functions assigned
to the 3ecretariat. The chief administrative officer of the Council is the
Secretary who is appointed by the Session of the Council. He represents the
Council in relations with officials and nrganizations of the members of the
CMFA and other countries as well as with international organizations. Deputy-
Secretaries of the Council are appointed by the "MEA Fxecutive Committee,
According to the status of the CMFA Secretariat, the Secretary, his deputies
and international staff are appointed for terms of four years with a possibility

of extension.

The Secretariat of the Council organises or helps to prepare and hold
meetings and conferences of the CMEA organs within the framework of the Council.
Tt also prepares or contributes to the preparation of necessary documents for
meetings of the Council bodies. The Seoretariat ocompiles eoconomic surveys and
oonduots economic research based on the data provided by the Council 's member
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oountries. The Secretariat drafts proposals on separate questions relating
to the Council's work for oonsideration by the corresponding organs of the
CMEA. The Sscretariat is also responsible for the co-ordination of
activities of Standing Sectoral Commissions and Conferences,

Six times a year the Secretariat issues the information bulletin
Economic fo-operation of the CMEA Member Countries published in the languages
of the CMFA countriss. The official languares of the Secretariat as well as
of the other CMEA organs are the languages of nine member countries, whereas
the working language is Russian., The Headquartiers of the Secretariat are in
Moscow (USSR). The structure of the Secretariat is shown in Diagram II.

A few words may be said about the difference in personfel recruitment
between the CMEA Secretariat and other regional and international organitations
of the world. In the case of the CMEA, professional '"tenured" international
civil service does not exist. Although appointments are granted for a period
of not less than four years (which period may also be extended), an appointee
may be recalled at any time by hie or her national government .

When recruiting professionals, emphasis is placed on their vast
practical experience in that sector of economy or industry which is handled
by the section of the Secretariat for which the expert will work,

Among the Council'’s organs there are also three semi-autonomous ones:
the CMEA Institute of Standardieation, the Bureau for the Co-ordination of
Ship Freighting, and the International Institute for the Fconomic Problems of
the World Socialist System.

The CMEA Institute of Standardisation (set up in 1962) conducts studies
and drafts proposals for the unification of existing and the development of
new standards with a view to faoilitating the development of standardisation
in the member countries of the CMEA, Its main activities are conoentrated

on theoretical and experimental research concerning the solution of scientific
and teohnical problems in setting up intsrnational standards for machinery

and equipment manufactured in the CMEA region and are aimed at the preparation
of relevant recommendations for the ocompetent organs of the Council
(especially for ihe Standing Commission on Standardisation). Headed by a
Mrector and his deputies, the Instituts is staffed by international experts,
technioal and aurxiliary personnel, and has an advisory counoil. The Direotor
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- and his deputies are appointed by the Executive Board of the CMEA after
their namee have been put forward by the Secretary of thes CMEA Seoretariat
and agreed upon with the Standing Commieeion on Standardization. The
Inetitute is located in Moscow, USSR.

The International Institute for the Economic Probleme of the World

Socialist System (sst up in 1970) is called upon to carry out theoretical,
methodological and applied studies of economic problems faced by CMEA
countries. Tt aleo co-ordinates the activities of national eoconomic
research organisations and undertakee studies on different aspects of economio
co—operation and integration in the CMEA region, The Institute, which is
directly subordinate to the Executive Committes, has a Scientific Council
presided over by the Mirector of the Inetitute which meets ae often as

» necessary but not less frequsntly than twice a Year. The DNireotor and hie

' deputies are appointed by the Fxecutive Committee, after their names have
been put forward to the Secretary of the (MEA on the baeis of reoommendations
made by the member countries. 1In nelecting the Nirector and hie deputies, the
Fxecutive Board adheres to the criteria of academic competence and takee into
consideration potential proposals concerning the order of priority in the
fiiling of these positione, while ensuring that the individual countriee are i
equally repreeented. The staff of the Institute ooneiete mainly of ressaroh
echolars from diffsrent CMEA countriee specialized in general probleme of
economic and industrial developmeht. The Institute is located in Moecow; its
working language is Ruseian.

- Finally, the Bureau for the Co-ordination of Ship Freighting was created
in 1962 by the decieion of the Executive Committee of the CMEA. e Bureau
is in faot the permanent executive organ of ths Conference of Representatives
of the Freight and Shipping Organisatione of the CMEA dountries whioh mosts
within the framework of its Standing Commiesion on Transport. The aim of
the Burssu is the improvement of co-operation among its participants in the
field of shipping with a view to a more rational use of their respective
capabilitiee and the co-ordination of activitise in ths use of world freight
services. The Bureau has @ relatively small staff oonsisting of the
Direotor, some experts and teohniocal personnel. The essential part of its
activitiee ie connected with providing national shipping organisations of
ths CMEA countriss with up-to-dats information on chamges in the world freight
market.
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Prooedural aspeots

Aocording to the Charter of the CMEA all member countries enjoy equal
representation in all the organs of the founcil. Following the principle
of equality, the resolutions of the CMEA can enter into effect only after
their having been approved by all member countries. There are two basic
types of resolutions adopted by the majority of the CMEA organs: rerom-
mendations and decisions. At the same time, it should be mentioned that
there are also other forms of legal activity of the various organs of the
Organisation. Thus the Executive Committee may present proposals to the
Session of the Council; similarly, the Committees and the Standing
Commissions may submit proposals to the Session and to the Txecutive
Committee.

As far as recommendations and decieions are conoerned, the Charter
provides that recommendations can be adopted on mattere related to funda-
mental problems of economic, scientific and technical co-opsration, whereas

deoisions can be taken on organisational and procedural matters.

Reoommendaticns are not immediately binding. They are adopted ad
referendum becauee, after having been passed in the respective CMEA organ,
they have to be presented to the member countries for final acceptance or
rejection., Within 60 days from the date on which the minutes of the pertinent
meeting of the respective NMEA organ are signed, national decisions are
supposed to be communicated to the Secretary of the Council or - in the case
of the recommendations of the Standing Commissions - to the head of the
respective department of the Council's Secretariat,

Decisions, on the other hand, enter into force, unless otherwise
provided in the decisions themselves or as follows from the nature of the
decision, as of the date on whioh the minutes of the meeting of the respeo-
tive organ of the CMEA are signed.

Closely connected with the question of resolutions, their types and
legal effects, is the problem of voting and the number of votes required to
have a resolution passed. In the oase of the CMEA, the relevant provisions
of its Charter stipulate that all recommendations and deoisions can be
sdopted only with the agreement of the member oountries interested, each
oountry being authorised to deolare interest in any question dealt with by

e e \}
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the (rganisation. Recommendations and decisions do not apply to countries
which declare their lack of interest in a given question. However, each
of these countries may later acoede to recommendations and decisions

adopted by the other member countries.

The basic idea of ronsensus among all interested countries implies
that a country declaring its lack of interest cannot block the adoption of
any resolution suitable for the other countries. At the same time, the
adoption of such a resolution provides a guarantee that the resolution will
not be applied to a country which has not participated in the entire procedurs.
A country claiming not to be interested in some matters under consideration in
the Council is entitled to receive the information on the process of implemen-
tation of relevant resolutions, and nothing can prevent it from joining at
any time the resolutions adopted by *he interested countries. Tt is thus
ensured that the CMEA may not adopt recommendations or decisions that are
either detrimental to the interests of some countries or purely governed by

the unilateral privileses of certain member countries.

The manner in which CMFEA resolutions are adopted rlosely corresponds to
that of their implementation. Since CMEA countries reject the concept of a
supranational body adopting legally-binding decisions, which can affect the
autonomous economic development of its members, all the CMEA resolutions
(recommendations in particular) are materialiged through national channels.
The resolutions of the “ouncil are implemented only after a national Govern-
ment has decided thereupon or authorized another competent national body to
tdge a decision. In reality CMEA recommendations are materialized by the
Governments through the proper re-distribution of resources within the frame-
work of a national economic development plan and through the system of
bilateral intergovernmental commissions on economic co-operation and bilateral
foreign trade agreements. Starting in the late 1960s an ever-increasing role
in the realisation of the Council’s resolutions has been played by specialised
soonomic and industrial co-operation agencies established by the interested
CMEA oountries.

o
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SPECIALIZED ECONOMIC AND INDUSTRIAL CO-OPERATION
M
AGENCIES ESTABLISHED BY CMEA COUNTRIES
“

Classifiocation and funotione of the specialised agencies

Co-operation experience within the framework of the CMEA organs has
shown that, in addition to this type of oco-operation, it is advisable
and beneficial for CEEA countries to pool their efforts within the framework
of wmrious types of action-oriented specialised agenoies. Following this
idea, the CMEA countries began during the mid-1960s to establish a number
of specialised international co-operation agenoies in different sectors
of eoonomy and industry. This prooess continues as new agenoies oome
into being almost every year.

The majority of specialised agencies for international co-operation
set up by the CMEA countries are active in the field of industrial produc-
tion, although some international agencies deal with scientific research
and development or with commercial and finanoial matters. All these
organisations are based on the same goneral principles of co-operation as
thoee of the CNEA organs, and they employ more or less similar prooedures
and methods. Nevertheless, there are distinot specific features in the
forms of activity, performance and structure of these specialised agencies,
depending on the ephere of co-operation in question. There is also a
numerioal difference in the membership. For instance, the majority of
the CNEA countriee belong to the Organisation of the Co-operation in
Eleotric and Poetal Communications and to the International Investment
Bank, whereas only a few belong to Intermetal. Moreover, only two countries
belong to suoh joint-stock companies as the Polieh-Hungarian Haldex, and
the Bulgarian-Rungerian Intransmash.

Some specialised agenciee have been set up pursuant to direot reocom-
mendations by the corresponding CMEA organs (the Counoil, as a rule, workse
out draft documente for their establishment). Others have been set up inde-
pendently by the countries conoerned, although CMEA organs receive information on
their activities. 1In thie oonnexion, a few words should be said about relations
"between specialised agencies set up by CMEA oountries and the organe of the CMEA.
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' As the Comprehensive Programme stipulates, the activitiee of both existing
and newly~formed orgenisations for international oc-operation, eet up by the
CMEA countries interested,are supposed to be properly co-ordinated with the
activities of the Council. Since such organizations are autcnomous bodies
with their own responeibilitiee, financial resouroes,machineriee and pro-
oedures, the most euitable way for such co-ordination ie the conclueion of
agreements and protooole signed hy the heade of the agenoies ooncerned and
the head of the CMEA Secretariat. The agreements usually stipulate that
the agencies will co-operate with the organs of the CMEA as epecialised
organizations. When creating specialiszed agencies, the CMEA member oountriese
normally introduce into the conetituent documente of th ee organizations
provisions neceeeary for the establishment of their relatione with the CKEA
Secretariat. But the fact that special ieed agenciee are set up by the
member countries of the CMEA doee not mean that thoee organisations are
subordinate to, or to be identified with, the organs of the Council as an
international organigsation. Un the whole, it can be claimed that an analogy
with the United Nations "family" (the United Nations iteelf and its epe-
cialized agencies) would be fairly consistent.

As regards their nature, functions and legal status, the epecialieed
agenciee for economic and industrial co-operation in the CMEA countriee are
claseified into two broad categories: interetate eoonomic organissticne

and international associations.

The main dietinctive featrue of interstate eoonomic organisatione is
. a rather co-ordinative/rc;ulatory charaoter of their activitiee; they are
usually founded on the basie of interstate agreements. The states are
represented in euch agenciee through their respeoctive ministries, state
oommittees, boards, chief administrations, eto. There are three general
types of interetate economic organizatione: agencies cc-ordinating acti-
vities in the field of industrial production, agenoiee acting as interna-
ticnal control boards, and agencies dealing with financial and banking mattere.

As far as international associations are ooncerned, they can be
characterised by the fact that they function on a self-financing basie and
that the ocuntries are represented in euch agenoies by their national economio
or industrial units and/or organisatione (industrial enterprises, trusts,
asscoiations, combinee, reeearch institutes, deeign offioces, etc.) subject
toc civil law. The participante in theee agencies retain their full

!




independence as regarde property, organisation and legal status. One can

!, single cut within this category of agencies international joint enterprises
or joint-stock companies.

A gensral scheme classifying all the specialised agencies establ ished
by the CMEA ocuntries is given on page 19. It should be noted, however,
that some of the agenciee included in the scheme do not fit entirely within
the framework of the categoriss menticned above. For instance, INSA
(International Ship Owners Association) and the International Laboratory
of Strong Magnetio Fielde and Low Temperatures are not composed of
governmental bodies as are the other interstate organisaticns. The participaits
are the reepective transportation and researoh organisations from a number
cf oountriee, but, unlike the international assooiatione, they do not
funotion on a self-finanoing basie. In other words, they ccoupy an

! intermediate position between the two oategoriee of specialised agencies.

Ths main objeotivs of the speoialised agencies, irrespesotive of
their differences in legal status and sphere of aotivity, is to oco-ordinate
the efforts of the partioipating oountriee aimed at co-operation and joint
sconomic activity in epeoific fields of eoonomy, soience and technology,
speoifio industrial sectors, sub-seotors, and individual lines of production.

In ths case of interstate economic organisations this means that the
following genmeral functions are performed:

(a) Joint or co-ordinated elaboration of forecasts of the develop-
ment of soience, technology, production sales, etc.;

. (b) Co-ordination of the technological and economio development of
the respeotive eectors of industrial production;

(o) Orgesnisation of joint or oo-ordinated researoh and design work;

(d4) Exchange of technical and economio information and sutual
oonsultations;

(e) Preparation of technical data nesded for the elaboratiom of
standards primarily for complementary and specialised produote}

(£) Working out approprists measures to improve the quality of
products;

(g) Ce-ordination of the plamned targets of industrial production
and the joint plamning of the respective industrial sectors,

separate lines and items of produotion;
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(h) Long-term and current oo-ordination of capital inveetments
and the expansion of induetrial oapacities;

(1) Elaboration of co-ordinated measures on the utilisation of
idle industrial ocapacities in ths partioipating oountries;

(j) Elaboration of agrsed terms for mutual deliveries (product
mix, quantitiss, time schedules and deadlines) with the sub-
sequent formalisation of arrangements in trade agreements and
contraots;

(k) Regular exchange of information on goods in stock with a view
to a better utilisation of exieting reeervss and systematioc
supplies of components and spare parte.

Depending upon the sxisting conditions and the needs of participating
countries, the funotions 1ieted abovs may be narrowed down or extended.

Ths majority of interstate eoonomic organisations are more or less
eimilar in etruoture; a decision-meking body made up of representatives of
the partioipating oountries and an executive body (seoretariat, bureau, eto.).

Decisions on key questions, important to the existence of interstate

soonomic organisations and determining the principal trends in their
actjivities, are adopted in acoordance with the principle of unanimity by
the representatives of the partioipating countries. The range of suoh
questions is usually defined when the organisgation in question is founded.
Deoisions on other questions within the oompetenoce of the managing body
are adopted with the consent of the interested members, and the lack of
interest of any member ocountry does not prevent the other countries from
carrying out measures agreed upon by them, Deoisions are not valid for
countries whioh declare a lack of interest in any given question.

To implement the decieions of the managing body, the rsepeoctive admini-
strative organs of the cocuntries usually sign so-called "agreements on
implementation".

The budgets of interstate soconemic ergmisations are finamoed from
annual oontributions of the participating countries. The total amount of
these oontributions is fized by a epecial agreement between the partioipants.

As a rule the constituamt dooumente of interstate economic organisa-
tions contain artioles providing non-member countries with the opportunity
to co-operate or to join.
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Unlike interetate economic organisatione, international production
associations operate on a self-financing basis and oover their expenses
out of their own incomes; but sometimes, especially in the initial stage
of their work, their expenses are covered out of the oontributions made
by the participants in acocordance with arrangements agreed upon between
thsm. The agreement on the foundation of an international production asso-
ciation along with the articles stating that its income ie to be based on
the resultis of its activity usually oontains paragraphs providiag for the
financing of the organization from contributione of the participants.

Being a relatively new phenomenon in the field of industrial
co-operation among CMEA countriee, international production aseociations,
ae practioe has shown, operate in a narrow, highly-specislized industrial
esctor or eub-sector, such ae the produotion of textile maohinery, synthetic
fibres, etc. Sometimee they handle probleme concerned with oco-operation in

all stages of production and marketing - researoh, design, industrial

production, sales, technical eervicing,and traneportation. Sometimes they
deal with a limited individual ephere: for example, the ephere of research
or ealee, or the production of an item whioh ie in short eupply. Depending
on the sphere of their activity, international assooiations may assume such
forms ae production associations, institutes, research and development

officee, mixed companies, and trading or servioing oentres.

Some of the functions of intsrnational associations resemble those
of interstate eoonomic organisatione, but are performed at the level of
induetrial enterprises; researoh and development institutss, eales and
ssrvices oentres; the other functions are concernsd with joint sconomio
sotivity and oo-production in individual spheres of technology, applied
research and development, foreign trade and servioes. Such functions
usually include:

(a) Mutual production of machinery and equipment on the basis of
horisontal and/or vertioal epecialisationj

(b) Organisation and oarrying out of construotion works on contract,
supplies of equipment for snterprises, applied resesarch and
design works

(c) Co-ordination and organisation of the manufacture of products
in ehort supplyg

(d) Co-ordination of marksting activities;
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(¢) Organisation of services;
(f) Technical assistance to third oountries.

In any event, the functions of international assooiations are olosely
tied up with the national eoonomic plans of the countries ooncerned. They
oan be extended or narrowed down in accordance with oonditions prevailing
in a given sphere of the aotivity of any association.

The organizational struotures of international associations are usually
determined by the concrete tasks of each association. In cases where the
associations are carrying out axtensive co-ordinat ing functions and handling
& wide range of matters, they include a managing body, consisting of
representatives of all the members of the association, and an executive body,
the task of which is to implement the directives of the managing body.

The managing body effects the general management of the association on
the basis of the principle of unanimity on the decisive questions of the
association's activity, the range of which is defined in the agreement on
the establishment of a given association. The executive body, working in
acoordanoe with the authority vested in it by the managing body,carries out
the current activities of the association. As a rule, the constituent docu-
ments of international associations stipulate that their managing and exe-
outive bodiesshould maintain olose co-operation with the respective national
planning and foreign trade offices of the participating countries.

In oases where international associations are set up to handle a
narrow sphere of activity, their structure may be simpler depending on the
tasks defined in the agreement on their foundation.

The faot that the proliferation and development of speocialiszed oo~
operation agencies has been most rapid indicates the importance attaoched
by CMEA oountries to this form of industrial and economic co-operation, as
being complementary to the activities within the framework of the CMEA
organs. Although many of these organizations had to overoome different
complications at the initial stage of their aotivit ies, a useful experience
was acoumulated, and optimal methods of praotioal work were gradually worked
out, as oan be seen from the desoription of some seleocted speoialised agencies
operating in different spheres of eoonomio and industrial co-operation.
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Central Control Board of the United Power QOrid

The agreement concerning this Organization was signed in 1962. The
electric power systems of Poland, the German Democratic Republio, Czecho-
slovakia, Hungary, the Byelorussian Soviet Socialist Republic, and the
western part of the Ukranian Soviet Socialist Republic which were already
combined at the beginning of the 1960swere joined later by Romania and, in
1967, by Bulgaria. The Organization has as its task the co-ordination of
the operations of these combined power systems, called "Mir" (peace),
especially the exchange of energy. Its headquarters are in Prague,
Czechoslovakia.

The highest organ of the Organization is the Council composed of one
representative from each participating country. The Council discusses all
aspects of the Organization's work and makee pertinent decisions with the
unanimous agreement of the representatives of the countries concerned.

The Council determines the expenses incurred and each participant contri-
butes an equal share. The routine functioning of the Organiszation is
handled by ite administrative body, the management being headed by the
Director who is appointed by the Council. The principle of one-man manage-
ment is observed as it enables the Urganization both to ensure ite effective

operation and to take into account the interests of all participants.

In order to ensure the uninterrupted funct ioning of the united power
&ids and current operation of the state distribution boards, the power
g ids of the participating countries have been linked via 24 110-400
kilovolt inter-grid power transmission lines. The installed capacity of the
electric power stations working parallel has exceeded 76 million kilowatts,
an increase of 39 per cent over 1971-1975. The mutual supplies of
slectricity in 1971-1975 reached 80,000 million kilowatt-hours, including
electricity supplies in cases of emergency. 3 Diagram IV demonstrates
the breakdown of electricity deliveries among the member countries.

Co-operation in energy supply is being extended through the construc-
tion of 400=kilovolt and 750-kilovolt power transmission lines and 3 sub-
stations (Vinnitsa in the western part of the Ukrainisn SSR, and Albertirsa in

Hungary) by the countrries concerned. Their total transmission capacity will be

will be about 2,000 megawatts. Once commissioned in 1980, they will permit

3/ See "Foreign Trade", No. 7, 1977.
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the parallel operation of the CMFA power grids with an aggregate capacity

of 205,000 megawatts. 'he USSR will supply through these facilitiss

6,400 million kilowatt-hours of electricity to Hungary, the ferman Democratio
Republic and ''zechoslovakia. Ahen the lines are put into operation, the CMEA
countries will save 1.5 million kilowatts at power stations by rendering

mutual assistance durinc- peak load periods which differ in each country.ﬁ

Crganisation for fo-operation
in the fhll-lhu'ing Industry

The agreement on the creation of the Crganization for Co-operation in
the Ball-Bearing Industry was signed in 1964 initially by Bulgaria,
fsechoslovakia, the Terman Temocratic Republic, Hungary and Poland. later
Romania and the 1ISSR acceded to it. The general aim of the Organisation ie
to ensure a faster development of the ball-bearing industries, to improve
their quality, and to satisfy as fully as possible the ball-bearing require-

mente of the participating countries,

The headquarters of the Organization are in Warsaw, Poland. The main
orean ie che "ire~lorate, compnsed of one representative from each member
country. The Dire-torate may pass decisions, which are taken only with the
consent of all coniracting parties. The deoisiors enter into effect only
if there is no rejection of them within the following 30 days by the competent
ministries of the parties concerned. The executive organ is the Secretariat
of the MNirectorate, composed of the Nirector of the Secretariat, his deputies
and the requieite number of specialists and teohniocal psrsonnsel,

The main duty of the Organisation is to regulate specialisation, and
co-operation, in production and to maintain an international ocontingency
reserve of ball bearings of different types. Before the Organization was
set up, the majority of CMFA countries had to manufacture anti-friction
bearings in small quantities, although it is a known fact thet only mass
production is economically feasible. loreover, several ocountries were
manufacturing anti-friotion bearings of the eame type and sise, although
they could not produce sdequate quantities of other types and sises of
bearings. In addition, ths demand for certain types and sises of bearinge

4’ 1d.
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in some of the countries is extremely high, whereas demand for other bearings
is low (a few hundred, for instance). In order to eliminate exi sting
discrepancies, the Organization had to concentrate, during the first years
of its work, on the rationalization of production programmes with a view

to diminishing the number of countries producing anti-friction bearings of
8imilar types,

At present, the member countries of the Organization only duplicate
the production of bearings that are needed in vast quantities, since the
concentration of the manufacture of these bearings in one country would be
unfeasible. nf the total amount of the anti-friction bearings used in the
member countries, 98 per cent are produced in specialiged plants distributed
throughout the countries.

By the mid 19708, the efforts of the Organigation resulted in a
considerable increase in output. In 1970-1974 the output of anti-friction
bearings increased at a rate of 6 per cent per year as compared with an
average world rate of 4.2 per cent for approximately the same period of time.
Expanded output and mutual deliveries have helped to meet more satisfactorily
the demand of OMEA countries for bearings. In 19564 the mutual deliveries of
anti-friction bearings amounted to 17.6 million pieces, in 1975 they soared
to about 54 million and in 1980 they are expected to top 71 million pieces,
Compared with the 1975 level, mutual deliveries of anti-friction bearings by
the members of the Organization will show an increase of about 31 per com;.i

Intermetal

This specialized agency was established by Csechoslovakia, Hungary and
Poland in 1964; a year later they were joined by the German Democratio
Republic, Bulgaria and the USSR. Yugoslavia and Romania signed an agreesment
on co-operation with Intermetal, in 1968 and 1970 respectively.

The main purpose of Intermetal is to improve the use of existing and
future metal-making oapacities and the exchange in oertain types of rolled
stock. The agency's activities are important in sdvancing oco-operation among
the CMEA countries in the iron and steel industry. Intermetal aleo drafts

*5/  Ibid.
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proposals and elaborates measures for product specialization and oo-

ordination of production programmes, submits proposals on co-ordination of
capital conatruction and joint capital investment, and promotes mutual
deliveries of metal products,

Intermetal is located in Budapest, Hungary. The highest organ of the
Organization is its founcil. Member countries are represented by delegations
composed of three representatives, each delegation havine one vote. The
Council passes two types of resolutions: decisions and recommendations,
which are carried out by the parties concerned in accordance with the
decisions of the competent authorities of the various countries. The chiefs
of the delegations of the member countries have to inform the Council about
the progress towards realigsing the resolutions adopted by the Council.
Intermetal's executive organ is a bureau composed of a Director, his
deputies, experts, and administrative and technical staff.

With the establishment of this Organigation, rolled stock and other
metal products have been exchanged by agreement on planned deliveries
through quarterly wholesale exchanges. The Intermetal's bureau assists in

arranging talks between representatives of participating countries, at

which bilateral protocols are signed on the range and the quantity of
products to be exchanged in the forthcoming quarter. Mis system enables
the metal-makers to realize their surpluses of semi-finished and finished
products quickly and to utilige temporarily idle production capacities. The
consumers, on the other hand, can receive the types of rolled stock they
lack from other countries in approximately the same time as they would need
to place the order in their country.

As a result of Intermetal'’s efforts in the field of expansion of iron
and steel industries, the mutual deliveries of ferrous products (rolled
stock, pipes, pig iron, steel ingots, etc.) rose from 780,000 tons in 1964
to approximately 3 million toms in 1975,=" and the countries have made much
better use of their rolling mills,

Intermetal has contributed to the oonclusion of an uér«mnt between
the USSR and Bulgaria, under which the Kremikoviei iron and steel worke

6/ Ses "Foreign Trade", No. 8, 1976.



deliver 900,000 tons of bar stook to the USSR svery year in exchange for
motal products. Agreements on the speoialisation of pipe produotion have
been passed through Intermetal involving Bulgaria, the German Democratic
Republic and Poland, as well as betwsen Cssohoelovakia and the German
Demooratic Republio,

At the beginning of the five-year-plan pericd for 1976-1980, Intermetal
drafted a number of recommendations on ths Joint oonstruction of metal-
lurgioal produotion capacities by interested member countries in order to
oxpand the output of certain types of produote, which ars at present in
short supply. In accordance with these recommendations, Csschcslovakia,
Poland and the USSR will inoreass their dsliveries of transformer sheet
steel to Bulgaria, ths German Democratio Republic and Hungary. Bulgaria,
in turn, is sxpected to start ths produotion of hot-rolled stainless stesl
coils to mest Rhe needs of cthsr oountries. The German Democratic
Republic intsnds tc bsgin construction of a mill for ths production of
cold-rolled, stainless and acid-resistant steel platss, whils Poland will
otart building a production line for tinning and chrome-plating stesl
strip tc deliver oanning metal shests to Csechoslovakia, ths German
Demooratic Republic and Hungary.

Agrosqeh

The Organisation was sst up in 1964 as a joint Nlgarian~-Rungarian
oompany; in 1968 the Soviet Union joined Agromash, followed ten years latsr
by Csschoslovakia.

The Organisation's headquarters are in Budapsst, Hungary, with branches
in the capitals of ths other three countriss. It is financsd directly by
oqual contributions from ths participating countriss. The income dsrived
from ths sals cf agricultural machinsry and equipment (with the dsduction
of a osrtain portion in compensation for Agromash's cvsrhsads) is shared
oequally by ths participants. As far as Agromash 's organisational structure
ie oonoernsd, it has a Board compoesd of the representatives of ths parti-
oipating countries. The decisions taken by the Board enter intc effeot
after they have been acoepted unanimously by the partioipants. The
executive organ of ths Board is the Bureau, headed by the Direotor, who is
Supported by two deputiee, some experts and teohnioal personnel,
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The main purpose of Agromaeh is to co-ordinate the technological
development, production and sales of machinery used in vegetable, fruit
and srape cultivation. Its tasks also include the co-ordination of
resear~h and development activities carried out by pertinent national
organizations and the promotion of specialiged production and co-operation
among the countries in producing agricultural machinery,

e of the initial problems of Agromash was to eliminate duplication
in the production of farm machinery. Turine the late 19608 some 60 per
cent of this production was dunlicated in each memher country, thue making
larse-gcale production unfeasible and preventing enterprises from introducing
technolosical imnrovements. Serious efforts were made by Agromash to
oromote the redistribution of production programmes among the participants
and, at nresent, some SO types of machines are being produced by specialised
manufacturers, thus helping to reduce duplication to ?5 per cont.l

Wfforts in this direction will be continued. The Agromaeh member
rountries have concluded asreements on specialization in the production and
mutual delivery of 62 types of machines from 1976 to 1980, 1If compared
with the preceding five-year-plan period, the expected result will be a
three-fold increase in mutual deliveries of agricultural machines, Agromash
is to pay greater attention to the development of efficient standardisged
machines for the cultivation of vegetables, stone-fruit, nuts and grapes.
Separate standardized units and components of farm machines are intended
for large-scale manufacture in large eeries for use in sets for the
cultivation of vegetabies, fruit and grapes. In the current five-year
plan period the countries concerned will continue joint work on six problems
covering 37 research topice. Bulgaria will act as co-ordinator for nine
topics while Hungary and the USSR will oo-ordinate the work on thirteen and
ssven topios, respectively.

At the present time, as a result of the work carried out by Agromash,
eome setis of maohinee have been developed, including tomato harvesters, a
line for harveeting and sorting carrots, a line for harvesting cuoumbers,
& oombine harveeter for vicking peas, and grape harveeters. The introduo-
tion of these machines has helped mechanize horticulture and the produotion

1/ See "N”i@ 'H‘ld.", No. 7' 19770




of vegetables, thus raising considerably labour produotivity. For instance,
the ues of a power-driven tomato harvester has increased labour preductivity
fivs times over that of hand pioking procedurss; the use of a carrot

harvestsr and a cabbage harvester, some twelve and five times, respectively.

Interkchim

Ths agreement on the oreation of an international organisaticn for
co-operation in the field cf small tonnage chemical produotion, Interkchim,
was signed in 1969. The original members were six CMEA countries; Romania
acoeded in 1970, and Yugoslavia in 1973.

The purpose of Interkchim is to promote the co-ordination of plans l

for production, specialization and co-opsration, the more raticnal use

of productive capacities already in operation and of those under construc- l
tion, the further development of mutual deliveries and full supply of the

member countries in this particular fisld. Tt specialiszes in such products

as synthstic dyestuffs, chemical materials for the textile, leather and

paper industries, plant prctecting chemicals, admixtures for polymeric

materials, etc.

Interkohim's headquarters are in Halle/Saale, the ferman Memocratic
Republic. It has as its main organ a Council in which saoh member country
is reprsssnted by a dslegation composed of up to three members, each dele-
gation having ons vote. The Council of the Organisation can take dsoisions
only with the agreement of contracting parties which deolare their interest
in solving a given problem. Decisions of the Counoil from which obligations
may result for ths contracting countriee snter into sffect (sutomatioally)
50 days from the signing of ths minutee of ths pertinent meeting of the
Counoil, if during that period no objsotion has been raised by a contraoting
country. This notwithstanding, such a deoision snters into foroe only in
relation to the rest of the interested ocountries.

The executive organ of ths Organieation is the Directorate, with a
Direotor, hie deputiee, speoialists, and administrative personnel.

During the firet years of its existenoce, Interkohim ooncentrated
mainly on the elaboration of long-term programmes for the produotion of



chemical materials, as well as on the promotion of multi- and hilateral
talks concerning the construntion of new plants and mutual deliveries among
participatine countries, One of the results of Interkchim's activi ty was
the elaboration of a lons-term prorramme for the develonment of pesticides.
In the current five-year-plan period, the Tnterkchim member comntries will
build 61 operational plants for the production of pesticides and reconstruct
13 plants. It is assumed that the resulting output of pesticides hv 1080
will show an increase of approximately 50 per cent, reachings about half a

8/
million tons.—

Within the framework of Tnterkchim, a number of agreements was drafted
for 1976-198¢C and up to 1990 on the constrnrtion of new plants and the
expansion of existing ones for the production of synthetic dves and organie i
semi-fabricates, auxiliaries for the textile industry and admirtures for

polymeric material. The parties concerned have already signed a multi-

lateral agreement on the construction of new plants for the production of
synthetic dyes and oreanic semi-fabricates. Tt is estimated that bv 1980
the fulfilment of the agreement would bring about an almost five-fold

increase in the delivery of dves and auxiliaries to the textile industries

in the NMEA countries in comparison with 197N,

Organization of the Common “agon Pool

The agreement on the establishment and joint exploitation of the
Common Wagon Pool came into effect in 1964, Members of the Pocl are
mlguia, Csechoslovakia, the Terman Democratic Republic, Hunrary, Poland,
Romania and the USSR. The purpose of the organization is to reduce the
circulation of empty freight cars in international traffic among the "MFA
member countries, to accelerate the return of these cars, and thus to increase
the turnover and economic efficiency of their exploitation. Another purpose

is to make greater use of the international railway lines.

The Common Wagon Pool is located in Prague, Cgechoslovakia. Its main
organ is a Counocil composed of representatives of each of the member
oountries. DNecisions are the only type of resolution passed by the Council.

8/ Ibid., p. 33.
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They are adopted cnly with the oonsent of all the ocontracting partiee.

The functions of a secretariat are exscuted by the Bureau for ths Exploita-
tion of ths Common Wagon Pocl, composed of & Director, his deputy and the
nsceesary number of specialists, eupported by technical and servics
perecnnel.

The Pool was created through oontributione by the participating
countries. Initially it had about 95,000 freight oars. At the beginning
of 1976, however, the Pocl had more than 270,000 units (bi-axial freight
cars), an increase of 180 per oont.2/ In 1967 the ratio of empty cars
rsturned within ths Pool was 15 per cent, whereas by ths mid-1970s it had
dsoreased to 10 per cent. In the last decade, the freight carried by the
cars of the Pool has doubled tc 4,500 million tons. The Pool has helped
coneiderably to rsduce empty runs and tc acoelerate freight-car turmover.
It has eased tensicn on the lines and has enabled the oountries to rationalise
frontier relosding on intsrnational linee. This ie of especial importance
to CMBA countriss since up tc 60 per ocent of their foreign trade shipmente
ars traasported by rail. |

Hpldex

Haldex was sstabliehed in 1959 in Katowioe, Poland, in order to
procees elag heaps on the basie of a licence developed by Hungarian
specialiete. Slag heaps in Poland contain a large peroentage of coal
(from 10 to 20 per cent) and other econcmioally valuable raw materiale.
Hungarian sxperts have invented an effeotive method of sxtracting ooal from
such dumpe, using the remaining rock tc produce cement and oconstruction

materiale. After negotiations between the two countriss, an agreesent was
eigned on the establishment of a joint-stook compsmy. Each side put up

50 per cent of the capital, and thus share property and profite squally.
The enterprise is governsd by the general meeting of the shareholdere, ite
Control Commiesicn and the management. Representatives cf both sides take
part im all these bodies on an equal footing. The Control Committes and
the menagement are made up of an equal number of Hungarian and Polish
representatives. 38ince it ie lccated in Poland, Haldex is governed by

9/ Ivd., p. 3
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' Polish laws and enjoys the same riphts as a Polish mining enternrise.
Decisions in Haldex bodies are adonted unanimously bv the re-~resentatives
of the two sides. Should the parties not be able to nome to an arreement,
matters are submitted tn a bilateral Muncarian-Polish interrovernmental

commission on economir, scientific and technological re-nperatinn,

Since the start of its operations, 'aldex has processed 5.2 million
tons of coal waste, exiractin~ abont four million tons of coal therefrom.

In addition, it has produced materials which are used tec refill the pits.

Today the activities of 'aldex have taken on one more immortant
aspert: its enterprises plav an essential rcle in the conservation of
the environment and in the reclamation of land in the coal-minin~ araas
of Poland.

Intertextilmash

Tntertextilmash is one of the international associations more recently

founded by "MFA countries., The acreement on its establishment wac sipned
in 1973 by the representatives from Pulearia, Czechoslovakia, the “erman

Temorratic QJepublic, Hunmary, Pnland, Tomania and the ISS™,

Its main nurpose is to keep the member countriee as fully supplied
as possible with high-quality textile machinery, equipment, comnonents
and spare parts. To that end, its tasks include the promotion of ro-operation
in production based on horizontal and vertical specialization, commrn research
and design work, marketing and the organigation of joint technical maintain~

ance and servicine.

The head office is located in Mosnow. The Association encompasses
about 15 national production associations in the field of the textile
machinery industry, as well as a number of major oroduction units and
desipn bureaux of the participatine countries. Several subsidiaries
responsible for technical maintenance have been established in the NMEA
countries. All the Association's members function under the national
leginlation of their respective countries, on their own behalf and on their
own responsibility. While participatin~ in the Association they retain
their propertv, structural and legal independence.

e
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The Assoniation's gnverning body is the founcil composed of the
representatives of national economic orpanizations. Fach countrv has
one vote irrespe~tive of the number of national orsanizations represented
in the "ouncil. T™e operational functioninr of the Association is handled
by the “eneral MNrector who is appointed by the Tounnil. The (leneral
Director nerforms his duties based on the prinniple of one-man management
and in acrordance with the terms of reference defined hy the statutes
the Association and the decisions of the founcil. The Neneral ™irector
is supported by several deputies and the chiefs of the subsidiaries. The
work of the manarement of the Association is romtrolled by a special

auditing commission, the members of which are assigned to it by the Council.

The Association as an economic entity overates on a self-financing
basis. Te Association's authorized fund (5 million transferable roubles
in 1976—1—”/) in used tn support its economir a~tivities. The members from
each country make equal contributions to the fund. The size of the
avthorized fund may be increased with due regard for the experience gained
and the prospects for developine the Association and its branches., The
A=gsociation may alsn be financed by using bank credits extended by the banks
of individual memher countries or "MFA international banks (IREC, IIR),
The income nf the Association is mostly nomposed of receipts from its
dirert economic activities, including those from servicing subsidiaries
as well as from its x;esearch and development activities. The Association
ran sell the products manufactured by its participants on the markets of
third countries.

Since the Association started its operations only recently, tangible
resulte of its activities will become more apparent by the end of the current
five-year-plan period, althoursh a considerable amount of work has been
accomplished to date.

For instance, Intertextilmash has prepared programmes for the construc-
tion of a plant to manufacture needles and needle plates for knitting
machines, as well as a factory for the manufacture of components for spinning
frames and looms. The planned annual output of the latter is estimated at
25-30 million transferable roubles, Within ite framework the Aesooiation

10/ See "Fconomic fo-operation of the CMEA Countries", No.6, 1976, p. 84.
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has developed a multilatera) co-operation scheme in the manufacture of
pneumetic and rapier looms. The introduction of ATRP rapier Jooms coupled
Wwith the reconstruction of the weaving shed of the mill at Neugersdorf,

6DR, has helped to double labour productivity and to lower production costs,

Tnternational Shipowners Association

The International Shipowners Association (TNSA) was set up in 1970.
Tts membershin includes the shipowners agencies and organizations of
Rul-aria, "mba, Czechoslovakia, the Jerman ™emocratir Republic, Hungary,

Poland, the USSR and Yugoslavia, as well as Tndia (since 1974).

™e entrv of the Indian National Association of Shipowners into the
INSA is the first ~ase of a developing country being arcorded membership
in an international specialized agency of the CMFA countries. Upon
Joining TNSA, the Tndian Association was gsranted a 50 per cent discount
on its merbership Jues. 'The same discount is to be granted to other
develrpines ~ountries willing to join INSA, thus creating favourable
opportunities to increase the participation of developing countries in

world shipning.

™rine the m‘v-yéar period of the Asscniation’s activities, the overall
tonnase of its merchant fleet has increased from 7 million tons dead weipht
to more than 22 mi’lion tons dead weight. At the beginning of 1976, three
national shipowners associations and seven companies from nine countries
were co-operating within the framework of INSA. The breakdown of the

dead weight tonnage can be seen in Table 1,

™e main purpose of the Association is to promote the co-operation of
ite members and to secure their interests in wor'd shipping, in particular,
in the field of technical, operatinnal, juridircial and meneral commercial
prohleme. 0(ne of the important tasks of INSA is the preparstion of
various kinds of shipping documentation.

The headquarters of INSA are located in dynia, Poland. Its main
organ is the General Meeting called once every two years. The Oeneral
Meating sums up the results of the work of the Arsociation, outlines work
programmes for the following period, elects the rresident of the

e
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Teble 1. IMSA: Rreakdown of dead weight tonnag!

Compani ee/Shipowners’ Aesociations | Dead weight tonnage| Dead weight tonnage

(oountry) (in thousand tong (per oent)

1. Bulgarian merohant flest 497.5 2.2
(Bulgaria)

2. BEmpresa de navigacifn 323.1 1.5
mambisa (Cuba)

3. Celikoslovenske namorny 146.2 0.6
plavba (Cseohoslovakia)

4. Hungarian Steamship Lines 47.9 0.2
(Hungary)

5. Deutechfracht/Seersederei 1,212.5 5.5
(German Demouratic Republio)

6. Indian National Aseociation 4,092.8 18.4
of Shipowners (India)

7. Polske linie coeanicne 725.1 13
(Polana)

8. Polska segluga morska 1,760.2 1.9
(Poland)

9. Aseooiation of Soviet 11,518.7 51.8
Shi powners (USSR)

10. Yugoslavian Association of 1,901.7 8.6

Shipowners (Yugoelavia)

Total 22,225.7 100.0

Source: "Eoonomic Co-operation of CMEA Countries", No.1, 1977, p.91.

Assooiation and his two vioe-presidents. It also elects the chairman of

the standing commissione, the chairman and the members of the auditing com-
mission. The executive organ of the Association ie the founcil, which
funotions during the period between the two Oeneral Meetings. The Secretary-
Oeneral of the Council together with the membere are appointed by the
President of the Aseociation. The Counoil considers the results of the
standing comnissione’ activities and approves their reocommendations.

Each ehipping organieation participating in the work of the Aseooiation

has the right to oocupy one place in the Counédil,
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The main operational organs of ths Association are the six standing
commissions (on documentation, on containers, on legal problems, on
liquid and dry cargoes, etc,), Each member of TNSA has the right to
appoint only one expert to suppcort the work of each commission. The work
of the commissions as well as the financial operations of the Counnil are

supervised by the auditing commission on the basis of annual inspections,

International Centra for Scientific and Technological Tnformation

The asreement on the ~reation of the International Centre was signad
by the "MEA countries in 1049 during ths second meeting of the Heads of
Committees and Winisters of Science and Technologv of the respective
countries,

™e basic tasks of the Centre may be summarized as follows:

(a) Working out an international system of scientifi~ and
technological information;

(b) Supplying countries participating in the ‘entre with
information, primarily in respect of scientific and
technological problems of great importance to the national
economy;

(¢) Tesuing informative publications;

(d) Cronducting research in the field of theory and practioe
of soientific and technological information, in
partioular, the working out of forms, methods and
organization of information;

(e) Lending, upon demand, organisational, methodological and
technioal aid to members of the Centre;

(f) Co-operating in the formation and perfecting of ekills of
personnel for nution.nl bodies dealing with scientifio and
teohnologioal information,

The organization is looated in Mosoow, USSR, Its p.olicy-muking
organ is the Committee of Plenipotentiaries composed of representativee
of sach member country, each having one vote. The Committee meete at least
once a year. These sessions are chaired by the countries! representativee
in turn. The Committee approves the Centre's work programmes and budget,
and appoints the DNireotor and his deputiss.
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Decisions adopted by the fommittee with regard to the functioning of
the Centre come into effect the day the protocol on the respentive nro-

ceedings is signed.

In decidinm upon matters pertaining to the Centre’s artivity and wupon
recommendations connected with co-operation amons national seientific
information bodies, any country which is not interested in the matter under
discussion can make an appropriate statement and thus not be bound hr the

decision taken,

T™e DNirector runs the rentre and represents it in its relations with
other institutions, He sees that the rentre orerates accordine to its work
programme, co-ordinates its activities and supervigses the work of the
Centre's Academic Council. The DNirector is emnpowerad to issue orders and
endorse standards defining the Centre's activities, His deputies are
responsible for definite fields of work according to the entre's orraniza-

tional structure.

Under the Mirector, the Academic "ouncil acts as a consultative body.
It reviews plans for research work, considers matters related to the
publication of scientifie papers, decides on research nrojects carried out
by the Centre and makes proposals | co-ordinatine the activi ty of the
Centre with other institutions.

The Centre is financed from annual contributions on the part of the
participating countries (they are defined in a neparate protocol) and
from revenue received by the Centre for servicen rendered. Tn the budret
the necessary sums may he allocated in transferable roubles and in
convertible currency for purchases and other expendi tures. Revenue
acoruing from research and development work condu~ted by the Centre in
accordance with jointly-financed programmes is shared by participating
countries. Other services provided by the ‘entre are paid for at the
rates set by the ommittee with a view to making the Centre a profitable
undertaking. The Committee also sees to the protection and the use of
inventions made at the Centre in the course of joint research work, to
g¢iving bonuees and awards to authors, as wel) as to other matters in
oonnexion with joint inventione.

During the first yeare of its activitiee the Centre established
oontacte with other international orpanisations, It now maintains close
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relations with "WiA specialized agencias as well an with some members

of tha United “ations family, such as RC'R, I™WRECon uin pan, ete,,

-

'
keeping them informed as to the fentre's pro~rammes and mathodn of wor',
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Chapter IIT

BILATERAL ECONOMIC AND INDUSTRIAL CO-OPERATION BETWEEN CMEA COUNTRIES

Mult ilateral methods of co-operation within the framework of the CMEA
are closely comected with the system of bilateral ties between the econo-
mies of the CMEA member countries. Historically, bilateral economic co-
operation was the first form of co-operation between the CMEA countries:
in the course of time, this was supplemented by the system of multilateral
connexions, and now both forms are complementary. Both are based on the
same principles of co-operation and mutual assistance and pursue the same

goals.

In general, the whole system of economic and industrial co-operation
within the CMcA is based on combining bilateral and multilateral aspects
of co-operation. For instance, recommendations adopted by the Council are
applied Dby countries along bilateral lines: the countries implement these
recommendations by concluding bilateral trade and other conomic agreemements
on reciprocal deliveries of goods, co-operating in the expansion of raw
material and fuel outputs, or by introducing vertioal and horizontal
specialization in the production of machines and equipment. At the same time,
practice has shown that the implementation of bilateral agreements is not
without itse problems. These cannot be solved within the framework of
bilateral intergovernmental commission, but they are effectively overcome
wihtin the framework of the CMtA organs or multilateral specialized agencies.
Constant interaction between the two forms of co-operation raises the
efficiency of the whole system of international economic and industrial co-
operation within the CMEA,

At present, the main role in respect of bilateral oo-operation among
the CMEA countries is played by intergovernmental bilateral commissions on
soonomic, scientific and teohnological co-operation: these are standing
bodies and embrace almost all CMEA countries. The majority of these
commissions were set up between 1963 and 1970, and their number has since

increased to more than forty.

The main task of intergovernmental bilateral commissions @nd occasionally
" of the committees) is to derive and exploit to the full all the potentials

e
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offered by the division of labour and eoonomic co-operation between the

two countries involved,and to help them to draw closer to each other in
economic cerms. To this end, bilateral intergovernmental commissions

examine questions of co-operation which arise in the course of co-ordinating
national economic plans, and they chart the moet acceptable ways of

improving the machinery of mutual co-operation so as to ensure stable and
mutually beneficial specialization and complementarity in industrial production.
They also explore opportunities for increasing trade turnover and exchange

of services between both parties ae well as for promoting scientific and
technological co-operation.

As a rule,govornments conclude a special agreement on setting up a
bilateral commission in which the competence, tasks, structure and
procedures of a given commission are stipulated. To ensure that the work
of the commission is 1inked with overall multilateral co-operation among
CMiA countries, the agreements contain paragraphs which provide that
bilateral commissions will take into account recommendations and decisione
of the CMEA organs.

The composition and procedures of the bilateral commissions establiehed
by CMsA countries vary greatly according to the intentions and concrete
economic conditions of the parties involved. Huwever, despite the absence
of standards in organizational set-up and decision-making power of bilateral
commigsion®,it should be noted that, as a rule, bilateral commissions are
chaired by two co—chairmen (one from each country ) whose rank is not less
than that of the Deputy of the Prime Minister. Within the framework of these
commission, the two participating countries exchange liaison groups attached
to national economic planning bodies and other administrative organs dealing
with industrial development and foreign trade. The decisions of bilateral
commigsions are considered to be adopted when both parties agree theretoj
they enter into effect on the day that the protocol of the commission
meeting is signed, provided it does not contain any special reservatione.
For instanoce, either party can stipulate that a decision is to be approved
by pertinent national bodies. In that case, the decision comes into effect
only after such approval hae been seoured. Either party can refuse at ite
own discretion to participate in the oommieeion, provided it gives the other
party at least six monthes notice thersof.

As already mentioned, one of the important funotione of bilateral
oommiseione is the co-ordination of national eoonomio plans. Usually bi-
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lateral commiesions handle the co-ordination of five-year economio plans
and that of annual plans for industrial production, especially in sectors
which export their products within the framework of bilateral trade

agreements. A relatively new sphere of bilateral commissions'’ aotivitien

ig the so~called joint planning of industrial production.

As far as the co-ordination of five-year plans is concerned, the
me hinery for conducting this work functions along the following lines.
Within the framew: rk of the Council, CMEA countries agree on the time period
for their five-ye.r plans and on their co-ordination with the CMEA organs.
In accordance wit!. these arrangements, a co-ordination programme covering
the plans for the period in question is elaborated and approved by the
biiateral intergoernmental commissions. ‘This provides for the main kinds
of work, methods, forms and terms of its implementation. It should be noted
thut the specific contents and details of the bilateral co-ordination
programmes are agreed upon directly by the central planning suthorities of
the countries involved.

The subseque::t work is carried cut in two stages. TNuring the first
stage, the centra’ planning authorities, jointly with the ministries and
otlaer agencies, dotermine and agree upon principal areas of co-operation
and define ways for the acceptable sclution of the problems faced in the
course of economic development. They ascertain tentatively the possitilities
tor the mutual delivery of goods and formulate proposals for specialization
and co-operation in production. During the second stage, these organizations
werk out specific terme and conditions of co-operation for a five-year

period, including terms of trade, product-mix, deadlines for mutual deliveries

of goods, etc. In accordance with draft five-year economic development
plans, targets are tentatively planned for the produotion of export items
(rew materials, machines, equipment, components, fuel, foodstuffs, etc.).

The results of this plan oo-ordination on a bilateral basis are
formalised, by the heads of the central planning agencies, in protoools,
on the basis of whioh foreign trade ministries conclude trade agreements
for the period co-ordinated.

In the courss of this plan oo-ordination and upon its oompletion, the
ur..eretanding reahed by the members of a bilateral commission is forrally
incorporated in t:e conclusion of ssresments and tresties. Depending on
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the ocharacter of the problems, these agreemente may be oconoluded at the

governmental level or between competent soonomio or industrial organies~
tions.

In order to solve the most complioated problems of eoonomio co-
operation, CMEA bilateral intergovernmental oommissions started to
experiment at the beginning of the 1970s with Joint planning methods in
selected industrial eeotore and, sometimes, eelected linee of production.
Joint planning ie oarried out on the basis of the provisione of the
Compreheneive Programme for the further exteneion and development of
soonomic integration among CMEA member oountriee, whereby the oountriee
retain national sovereignty over their respective produotive oapacities
and resourcee. Thus, the independence of internal eoonomic planning ie
assured.

The objectives of the joint planning oarried out by the bilateral
commiseions is to oombine the partnere' efforte so as: to achieve, as
quiokly as possible, advanoed eocientifio and technologioal results; to
inorease labour produotivity; to ensure favourabls conditione on the
world market; and to mest the partners' demand for produote in short
supply in selscted industrial sectors and produotion linee.

These objeotivee are achieved through the oomprehensive solution of
problems whioh enoompassee the joint planning and preparation of produotion,
the establishment of respeotive industrial capacities and, finally, the
guaranteed salss of produots.,

In this connexion, the main emphasis in Jjoint planning is placed on
the joint oonduot of researoh and development, ths co-ordination of
teochnological poliocy prinoiples, the combination of efforte and resouroces
of both partnsrs in developing produotion on a modern teochnologioal basie,
and the preparation of agreed produotion programmes for the joint manu-
facture of planned produote, and the eetablishment of quantities and terme
of delivery for the items produced.

Joint planning oan be undertaken for any pericd of time that oan be
economioally justified and agreed upon by the partnere; it oan vary in
the different seotors and produotion lines seleoted,
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Over the past few yeare, the bilateral intergovernmental commissione
have conoluded s number of agreements on joint planning for certain types
of machins tools (in partiocular digital-control programming equipment ),
container systsms, computers, ball-bearings, and ohemioal produots., Ths
planning bodies of ths CMEA countries working in bilatsral ocommissions
have aoquired oonsiderable sxperisnce in joint planning, thus enabling
them to improve ths practioal applioation of this method and, in particular,
to test more flexible forms of co-opsration at the sntarprise-to-entsrprise
level.

Mother important funotion of the bilateral intsrgovernmental commissions

is their promotion of long-term trade agreements conoluded by commission
partaers.

Since a oentrally-plamnsd soonomy determinss ths organieational form
of the CNEA oouniriss' foreign trade (which is based on the prinoiple of
stats monopoly), long-term agresments are oonoluded on ths basis of
co-ordinated national soonomio plans and are olosely intsrlinked with
these plans.

In the main, trade agreements stipulats the range and quantities of
goods for mutual delivery and ths obligations of both parties to deliver
oertain quantitiss of goods by spsoifisd dsadlines. Lists of goods
appended to the trade agreements are updated in annual protoocols on ths
mutual delivery of goods. On ths basis of long-term agreements and
amnual protoools, foreign trads organisations in the respeotive ocountrise
oonolude commerocial deals and contracts from which stes mutual obligations
and finanoial responsibility governing the dslivery of goods.

In this connsxion, the competence of bilatsral intsrgovernmental com—
missions is to draft such agreements and to submit them to the respeotive
Governments for spproval. In the course of the implementation of these
agreements, the bilatsral commissions supsrviss how the parties fulfil their
obligations (especially those stemming from annual protoools om mutusl
doliveries) and promots on-~the-spot solution of any problems which ney
arise. In this respeot, a great amount of work is done bty liaison groups,
vhioh maintaim constent limks with foreign trade organisstions and industrial
minjetries responeidle for the realisation of commodity contraocts.




- 45 -

In oarrying out their tasks, the bilatsral intergovernmental oom-
missione resort to a number of legal documents prepared on a multilatersl
basie within the framework of the CMEA organs (in particular, within the
CMEA Standing Commission for Foreign Trade). Among these documente a
major placs is ocoupied by the General Conditions Ooverning Delivery of
Goode among Organieations of CNEA Member Countries, which unifies the
main terms of foreign trade purchase and sale deals, lays a legal basis
for settling disputes between ths two sides, and provides guidelinse for
concluding commeroial oontracte. Closely linked with the General Conditione
of Ieliveries are the mein provisions of more specialised documente, suoh
as the QJeneral Conditions Governing the Technioal Maintenenoce of Machines,
Bquipment and other Goods Delivered among Organisations of the Countries of
the CMRA Authorieed to Maks Foreign Trade Transactione, the Oeneral
Conditione Governing Assembly and other Technioal Servioes Conneoted with
ths Delivery of Machines and Equipment among the Organisations of the CMRA
Member Countries, and the (eneral Prinoiples Governing Supply of Spare
Parte for Machines and Bguipment Delivered in Mutual Trads among CIEA
Member Countrise and Yugoslavia.

Besides the CNEA doouments pertaining to bilatsral oco-opsration
among the countries, bilateral relations are ocombinsd with multilateral
ones in one other seotor: intermational finanoial institutions eetabished
by CMEA countries and the multilateral eystem of paysents.
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ﬂhanter IV

INTERNATIONAL FINANCIAL AGENCIFS OF THE "MEA COUNTRIRS

International RBank for Foonomic o—operation

Before 1919, the year in which the founsil for Matual Pronomic
Assistance was established, settlements amon~ the rentrally-planned
sconomiee of Fastern Furope were effented through bilateral clearine
accounts in various currencies. At the bherinning of the 19508 these
countries switched to long-term trade agreements and, in the sphere of
settiements, to bilateral clearineg in roubles. 'This system of settlements
enabled the countries to clear their mutual requirements without utilizing
convertible currencies or gold. However, in the course of expandine their
mutual trade, the CMFA countries encountered difficulties with regard to
the balancing of bilateral settlements. Since the clearing ~urrency conld,
88 a rule, only be used for bhilateral settlements, the positive balance
achieved in transactions with one country would not be used to repav a

negative balance incurred with another country,

In order to counter these restraints, the CMFA member conntries
ooncluded the Agreement on Multilateral Clearing in 1957. Under this arree—
ment, the settlements for goods, delivered over and ahove bilateral trade
agreemente, wers carried out through a special clearing house on a multi-
lateral basis. However, as the payments for a greater part of the mutual
trade were still effected through bilateral clearing accounts, the
difficulties encountered in settling those accounts were not significantly
reduced. 1In 1963, in order to improve the situation, the fovernments of
Nlgaria, Csechoslovakia, the Nerman Nemocratic Mepublir, Hungary, Mongolia,
Poland, Romania and the USSR concluded an agreement concerning multilateral
settlements in transferable roubles and the establishment of an International
Bank for Economic fo-operation (ITE"). Cuba joined the Bank in 1974.

IBEC has been entrusted with the following tasks:

() To undertake multilateral settlements in transferable roubles;

(b) To advance credits for financing foreign trade and other
operations of the member ocountries of the Bank}
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(¢) To attran* and veep non-committed funds in trannferable ronhlesn;

(d) T attract go'd, freely convartible and other currencins frem
the member countries of the Rank, as well as from other
courntries, and perform othar onerations with sold, ennvertible
and other currenciamsg

(#) T narform nther bankine onerations correspondiny o the nimg
and tasks of the Panl,

The authorizad capi‘ta‘l cf TI™ jis ertablished at 3N1,1 miilien
tranaferable roub1es.-1-1/ e subscrintion miotas of the mamber ~ourtries
in this capital are detarmined in rropertion to the snecifie wei~ht nf
each country's export volume in the trade ~f these ~onntries, and are

entablished as f~11cwa:

Tahle °, “uharrintion quo*tas of I memher ~ountries

foontry "i11ion transferable ronhles
Bulgaria 17.0
Cuba AA
'zechoslovakia A5.0
flerman Nemocratic Republic 55,0
Hungary 24,0
Mongolia .0
Poland 27,0
Romania 6.0
Ussn 116.0

Ry 31 Necember 197/, the paid-up part of the authorized capita) of the
Rank constituted 10 ner cent of the subscription miotas, 2N per cent being
in transferable roubles and 20 per cent in convertible currenciee and
mld.w

_1_1,/ The official rate of exchanre: 1 1S dollar - 0,751 transferable ronbles.
_12/ See Multilateral System of P nts in Transferable Roubles of the
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The higheet authority of the Bank ie ite Council. It ie responsible
for the general management of the Bank's activities. The Council is
Composed of representatives from all member oountriee of the Bank, eaoch
of whom is entitlsd to one vote irrespective of its share in the capital
of the Bank. All deoisions of the Council have to be adopted unanimouely.

The Council of the Bamnk &pproves, upon proposale submitted by the
Board, credit and other plane of the Bank; determines principles for the
pPlanning of credits and resources, as well as for crediting and other
banking opsrations; and sets intsrest rates on credits, deposite, current
and other accounts in transferable roubles. The Council aleo authorisee
the establishment and liquidation of branches and representative officee
of the Bank; determines the structure, the staff appointmsnt schedule, and
the administrativs budget. Ons mors important function of the Council is
to establish businese relations with the banks of member countriee end with
international financing and banking organizations.

The Board of the Bank is the sxecutive body in oharge of the immediate
management of day-to-day activitise of the Bank within its statutory ocom-
petence and in accordance with decisione of the Council. The Board coneiste
of the Chairman and members of the Board, appointees of all member countriee
of the Bank for a period of up to five Years. Its headquarters are looated
in Mosocow, USSR.

The TBEC aotivities are performed on the basie of full equality. In
deliberating and deciding upon matters conneoted with the Bank'se sotivities,
the member countriee of the Bank enjoy equal righte. Memberehip in IBEC
and the activity of thie Bank in no vay conetitute an obetacle to the develop-
ment of direct finanoial and other business relatione of the member countriee
of the Bank, both among themselves and with other countries. IBEC also may
effeot settlemente in traneferable roubles with countriee that are not
members of the Bank. Rules and conditione governing paymente in transferable
roubles with such countries are eetabliched by agreement betweem the Counoil
of the Bank and the interested countries.

As an intergovernmental organieation, the Bank was granted oconsultative
etatus with UNCTAD imn 1974. Other oountriee may beoome members of INEC if
they agres to share the aime and prinoiplee of the activities of the Bank

- and to assume obligations resulting fros ite etatutes.
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The multinationel system of p nte and
nnl!ﬂng in transferable roublee

3imultaneous with the establishment of the Bank, the arreement nf

1963 envisaged transferable rouble settlements amonc the TR®! gountvias

as from 196/, The system of payments in transferable rouhles has sinre
become an integral part of all the undertakings in the field of economic

and industrial co-operation amons CVEA countries.

The gold content of the transferable rouble was set at 0,9R7112
grammes of fine gold. Tits purchasine power is based on the asreed level
of prices for goods involved in mutual trade of the ITWE" member r~ountries.
The transferable rouble is "insured" acainst inflation since it has a
permanent and stable backing in marketable goods (the prices of which are
defined by national pricing agencies) and enters international payment
flows only in relation to the real requirements of the I®E" member countries

for the payment of goods and ssrvices.

In the sphere of miltilatera? and bilateral economic ro-operation of
the TBEC member countries, the transferable rouble fulfils the following

functions:

(a) Measure of value and scale cf prices. The prices of gonds

in mutual trade of the IRF" member countries are expressed
in transferable roubles, These prices differ not onlyr from
the domestic prices of the member countries, but also from
world market prices, although the latter are used as a basis
in mutual trade. They are adjusted to eliminate the
influence of cyclioal changes in world prices, the effect of
speculative operations, discounts and premiums characteristic
of free market rperations. ne of the main methods of such
adjustments is the use of average prices for the last five-
Year period, instead of current pricee. Accordingly, contract
prices agreed upon are effective for one year, whereafter they
are renegotiated.

(b) Means of payment. Settlements of mutual deliveries of goods,

non-commercial payments and repayment of credits among the
IHEEC member countries are effeoted in transferable roubles,
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(o) Means of acoumulation. The IEEC member countries accumulate
in transferable roubles the means necessary for the purchase
of goods; for subscription payments tc the authoriszed capital
of the Internaticnal Bank for Fconomic Co-operation and the
International Investment Bank (IIB), oreated by theee countriee,
as wsll as of other joint international economic organisationsj
for repayment of intergovernmental credits and for varicus
other purposes.

The transferable rouble is an indspendent currency. It differs from
the national currencies of the IBEC member countries, including ths Soviet

rouble, in the following manner:

(a) Whereas the gold content and the vclume of issue (emission) of
national currencies are determined by the Governmente of the
corresponding countries, in the case of the transferable rouble
this is done by the IBEC Councilj

(b) National currencies are now used only for domestic settlements
and payments and not for internaticnal settlements; the trans-
ferable rouble, however, is used only for international
settlaments;

(c) National currencies are issued in the form of bank notes and

metal coins and are also used for clearing through banks
betwesn organisations and enterprises; the transferable
rouble functions only through bank accounts and cannot be
used by private persons for cash payments, as it is not
issued in ths form of bank notee and coins.

When settlements are effected in traneferable roublee among the CMEA
member countries, the transferable roubles are ccnverted into the national
ourrencies of theee countries. If, for example, the Bulgarian Forsign
Trade Bank receives through IBEC 100,000 transferable roubles in payment
for Bulgarian sxports from the Bank Handlowy of Poland, it will pay the
Bulgarian seller an equivalent of this amount in Bulgarian leva. Simul-
tanecuely, the Bank Handlowy of Poland will require from ths Polish buyer
an equivalent of this amcunt in Polieh slotys. The ratee for conversion

of traneferable roubles into national currencies for payments in foreign

trade traneaotions are set by the oentral banks of the IBEC member countriee
" on the basis cf agreemente betwsen the currency and financial crgans of

these ccuntries. The basis for these rates is formed by the relationship
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between the iraneferable rouble and the corresponding national currenoiee
aooording to their gold content, as well as by the level of the co-ordinated
pricee cf commoditiee in the mutual trade of the IBEC member countriee.

For settlemente of non-oommercial operaticne (expenese of diplomatio
and trade repreeentatione, touriets, private transfers ) uee is made of
agreed ratics of national currenciee to the traneferable rouble. Theee
ratice are set with due ooneideratiocn for the level of retail pricee for
goode and tariffe for servicee prevailing in the IHEC member countriee.

At present, the transferable rouble ie nct convertibls into the currenciee
of the countries which are not membere of IBEC. Howevsr, IBEC eete the
rates of Western currencies againet the traneferabls rouble on the basie
of a basket of 13 currenciee whioh takee intc acoount market rate fluo-
tuatione of these currencies against the Uhited States dollar. Thie basket
oompriees the following currencies: the United Statss dollar, pound
etsrling, Swiss franc, ths mark of the Mederal Republic of Germany, Frenoh
franc, Italian lira, Dutch guilder, Belgian frano, Swedieh krona, Danieh
krona, Canadian dollar, Austrian echilling and Japanese yen.

The syetem cf paymente in traneferable roudblee worke in the following
way. Each IEEC member ccuntry entruste one of ite banke - an authorieed
bank - with all eettlemente in transferable rcubles to be effected through
IBEC. IBEC cpens a traneferable rouble current account for each euch
authorieed bank. Thie acoount may have only a poeitive balance. Non-
committed amounte on ths current acocunt are at the dispoeal of the
authcrieed bank.

IBEC enters on ths traneferable rouble current acoount all amounts
in this currency received from other authorieed banke in favour of the
suthorieed hclder of thie account (for the eale of export goods and non-
commercial operatione, as well ae for credite received from other IBEC
member countriee) as wsll as oredite fros IEEC and the Internaticnal
Investment Bank. Under ordere from the authorieed holder of the account,
IBEC effects all payments from the traneferable rouble acoqunt in favour
of other authorieed banke (payment for importe of goode and non-commeroial
expeness, repayment of intergovernmental credite) as well as the repayment
of oredits received from IBEC and IIB. All traneferabls rouble settle-
mente of each authorieed bank with all other suthorised banke are
conoentrated on one current account, thus providing permanent multilateral
settlement of reciprcoal requiremente and payments: the praotioal funotioning
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of the multilateral system of payments. Sinne 1954, this system has

fully replaned the earlier system nf hilateral clearins accounts,

The authoriged bans may place their free transferahle rouble assets
on term deposits in IBEC. In 1977 IBEC paid on current accounts
1.5 per cent per annum; on three-month deposits, 2.5 nar cent; on six-month
deposits, 3.5 per cent; on nine-month deposits, 3.75 per cent; on twelve-

month and longer-term deposits, 4 ner rent per annum.

The economic co-operatinn among ths TPR" membar conntries is realized
mainly through their mutual foreign trade. By ensuring promot and smooth
fettlements in transferahle roubles, IBEC facilitates development of
trade among the member countries, For settlements on mutnal trade which
comprise almost 25 per cent of all mutual sett)ements of the IRR( merber
countriee, collection with subsequent acceptance {collection with immediate
payment) is most frequently the form used., Besides settlements in the form
of oollection with subsequent acceptance, TBE" also rarries out settlements
in transferable roubles in the form of collention with prior acceptance,
letter of credit and other remittances in acrordance with international

banking practice,

During the 13 years of TBE"'s existence, the multilateral payments
syetem in transferable roubles has followed the dynamic development of all
forms of eoonomic and industrial co-operation of the NMEA member countries,
The volume of settlements in transferable roubles has srown at a constant

rate from 22.9 billion transferable roubles in 1964 to 82.5 billion in
1976,13/

Closely linked with the multilateral syetem of settlements is the
system of crediting in transferable rouhles, using either eettlement or
term credits,

IPE" grante settlement credits to the authorised banks so as to meet
their requiremente for funds during short-term exceeses of payments over
oollections., Thie credit is of a ravolving type. It is advanced immediately,
when needed, up to a limit determined by the Counoil of the Bank, The terme

13/ Ibid., p. 10,
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for its repayment are not set. The oredit is repaid from the balance on
the current acoount of the authorised borrower when collections exoceed
payments. Praotioe has shown that on an average, the term for such a
oredit does not exceed 30 days. The limit of settlement oredit for each
authorised bank is set annually at 2 per oent of the volume of settlements
on trade turnover with all other authorised banks for the previous year.
After repayment of the old oredit, a new oredit may be granted within the
volume of the set limit.

IBEC grants term—oredits in transferable roubles to oover require-
ments for funds of the authorised banks for a period of up to three years.
The oredit is made available for arrangements relating to the epeocialisation
and oo-operation of produotion, for the expansion of trade, for effeoting
8 balance of payments, and for seasonal needs. This credit is advanced
for fixed terms. If neocessary, ths term may be prolonged within the limits
of the overall three-year terms. Twioe a year, IBEC oonsiders applications
by the member countries' suthorised banks concerning their needs in term
credit. Ths volume of credit applicaticns is based on national planned
data oonosrning settlements on mutual trade and other payments, and oredit
granted follows a deoision by the Bank Council acoording to the real needs.
In the psriod between meetings of the Council, the Board of the Bank may,
if such a necessity arises, advance additional term-credite to the authorised
banks within ths limits of the reserve approved by the Bank Counoil.,

The intsrest ratee ocharged by IBEC on both term and settlement oredit
are stable. They have remained unchanged sinoe 1971. Term—oredit rates
vary depending on the term: for oredit terms of up to six months,

3.25 per oent per annum; up to twelve months, 3.5 per oent per annum;
up to two years, 4 per cent per annum; and up to three years, 5 per oent
per annum,

The financial operations of the Bank have resulted in a growth of its
net profits, whioh inoreased from 7 million transferable roubles in 1970
to 24.7 million transferable roubles in ‘l9'75.14

Following the inorease in trade between the CNEA countries and the
other countries of the world, the INMEC Council adopted in 1976 a

4/ Invid., p. 12,




- 54 -

decieion to improve prooeduree for participation by non-member oountries
in ite aotivity.

Aocording to this deoieion (now entering the practical stage),
paymente in transferable roublee between member countries and non-membere
of IBEC may be effected in respect of goode and services, non-commeroial
expenese of diplomatic and other representations, touriete, eto. The
relevant agreement on the purchau/nlo of goods and services or payment
of non-commercial expenees through accounts in transferable roublee
should be reached between foreign trade firms and organization, as well
as between banks and other competent organs of the interested countries.
Settlements may cover the delivery of individual lots of goods or all
trade turnover. Settlemente on non-commercial expensee may also be
effected, partially or totally, in transferable roubles. The banks of
non-member oountries, while performing eettlements on the total of their
trade turnover with all the IBEC member countries, may take credits and
place depoeite in traneferable roublee on the oonditione currently in
foroe for the IBEC member countries.

New arrangemente with payments in traneferable roubles can be of
epeoial interest to developing countriee. As etated in the study prepared
by Prof. Sumitra Chrieti, "the developing oountries oan ues traneferable
roublee to overcomes short-term defioite, eepsoially when they have a
eurplue with one member of the CMEA and a defioit with another. Countriee
whioh are in the initial etagee of development will find the transferable
rouble more helpful beocaues many of the oapital goode required can be
obtained from the CMEA countries and, therefore, transferable roubles can
promote tndo.“ﬁ/

The International Inveetment Bank

Mnother important financial inetitution eetabliehed by the CMEA
countriee is the International Invesiment Bank. The agreement on ite
establiehment was signed in 1970 by repreeentatives from Bulgaria, Cuba,
Caechoelovakia, the German Demooratic Republio, Hungary, Mongolia,

15/ See Sumitra Chrieti, % Aruﬁ;:onto in India'e Trade with
’ 4

the Socialiet Countriee o tern pe WFNE, M?B?IE.!!?Z,
p. 20.
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Poland, Romania and the USSR. ‘The CMEA member countries aimed, through
the Bank, at further concentrating resourcee for capital construction and
effecting the more efficient use of medium-term and long-term financial
funds in projects in the field of specialization and co-operation in
production, development of raw materials and fusl resources and, in
general, the implementation of the Comprehensive Programme for the
I"hrthor.liktenaion and Improvement of Co-operation and the Development

of Sccialist Economic Integration by CMEA Member Countries.

According to the agreement on the establishment of the IIB, the
highest authority of the Bank is the Council, which is responsible for
the management of the Bank's activities. The Council of the Bank consists
of representatives from all member countries appointed by the respective
Covernments. Each member country has one vote in the Council, irrespective
of its quota in the authorised capital. This provision guarantees full
equality in shaping the general investment policy of the IIB, as well as

in selecting projects for financing. Major decisions of the Council are
taken unanimously while, for questions for lesser importance, a majority
of at least three—quarters is sufficient. The Council of the Bank may
take decisions if not less than three quarters of the member countries

are represented at the meeting. The executive body of the Bank is the
Board which supervises the Bank's activities in accordance with the agree-—
ment, statutes and the decisions of the Council., The Board is responsible
to the Council of the Bank.

The rescurces of the International Investment Bank comprise contribu-
tions of member countries to its authorised capital, funds from member
countries of the Bank and international money markets, transfers of a
portion of profits tc the reserve capital of the Bank and its own special
funds. In conformity with the agreement on the establishment of the IIB,
70 per cent of its authoriged capital is in transferable roubles, and
30 per cent in convertible ourrenciee or gold. Members® quotas in the
suthorised capital are fixed acoording to the share of their exports in
members’ total mutual exports. The authorised capital can be increased
with the agreement of the member countries' Governments on the recom-
mendation of ths Bank's Council, as well as on the acoeptance of a new

-
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member of the Bank by the amount of the new partioipant'e quota. The
amount, method and timing of an instalment are determined by the Counoil
of the Bank upon agreement with the country oonoerned. At the beginning
of 1976, the authorised oapital of the Bank was 1,068.3 million tranefer-
able rouhlol.ﬁ/

The International Investment Bank grante medium-term snd long-term
credits for building new enterprises as well as for sxpanding or
reoonetruoting the exieting onee. Medium-term oredite are granted, as
& rule, for a period of up to five years, long-term oredits for up to
fifteen yeare. The IIB may grant credits to:

= Banke, eoonomio organieations and national enterprises of
member oountriee offioially authorised to reocsive credite;

= International economio organisations and enterprises of
member countriee;

- Banke and eoonomic organisatione of other countries.

Credits are granted in transferable roublee and in convertible
currenocies oomplemsnted by the borrower's own resources, and sometimes
they are granted for the whole cost of a projeot. The Bank charges
intereet on the credite it grante, which variee aocording to the period
of oredit and the currenoy in whioh it is made. Oranting of oredite and
guarantees ie certified in each oase by a oorreeponding credit agreement.
Normally, the Board of the Bank examines oredit appliocatione within two
monthe of their reoceipt, but in urgent oasee it may shorten this temm.

In order to asoertain the competent examination of a oredit applioation
and to take into sccount the relevant coneiderations of the borrower, the
Bank may invite representativee of the borrower as well as of other
competent bodiee of the oorresponding oountry to take part in the exemina~-
tion. The Bank may also send its epsoialiete to the borrower to clear wp
some queetione. Projeote to be financed by the Bank are spproved by the
Counoil and, in some oases, bty the Chairman of the Maord.

The use of oredit and all other issuse between the borrower and the
IIB are regulated in oconformity with a oredit agresment oonoluded between

15/ See potivities of the Intermstio tment s UNCTAD,

™/38/AC. s Po
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thea. After eigning a credit agreement and receiving all the necessary
dooumente, the Bank opens an acoount in the name of the borrower in the
currenoy provided for in the agreement. The Bank effeote all payments
through ocorreeponding banks for the oost of equipment, conetruotion,
assemdbly works, etc., up to the limit of the credit granted in transferable
roubles and in convertible ourrenocies, in acoordanoe with the purpoes of
expenditures determined by the oredit agrsement. Repayment of ths basio
dedbt under the projeot finanoed by ths Bank is effeoted by the borrowsr in
accordance with ths sohedule presoribed in the credit agreement. Repay-
ment etarte ae a ruls not later than six monthe after the date fixed in
the contract.

In spite of ite relatively short period of existence, the IIB has
achieved tangible reeulte in the field of promoting ocapital inveetments
and the development of national economies of CMEA countriee. Mrom 1971
to 1976, the Bank finanoed 48 projects aimed at promoting the industrial
development of CMEA countriee. The total amount of oredite ocommitted by

/
the Bank roee to ovar 3 billion transferable roubho.1—6

During the 1971-1976 period, 27 projects financed by the Bank were
put into operation. The reeulting additional production amounted to over
750 million transfsrable roubles ¢ year in all member oonntriu.ﬂ/ The
Bank granted credits primarily for projects in power, metallurgioal,
sachine~building, chemioal, textile and other bramchee of the national
soconomiee of the member oountries of the Bank. With the finanocial assistance
of the Bank, varioue projeote are being isplemented, such as the expansion
and reoometruotion of the "Ikarus" bus plant in Hungary; the expansion and
teohnical reoonetruotion of the snterpries "Umformteohnik” in Erfurt in the
German Demooratio Republic; the oconetruotion of a plant for producing motor
oquipment in Prasska in Polamd; oapacities for the produotion of railway
oarriagee at the plant in Caracal in Romania; the cometruction of the main
g8 pipeline in the USSR; amd many others.

A now etage in the oredit activitiee of the Internatiomal Investment
Bk was reached in 1973, when the Governmente of the member ocountries
and the Bank eigned an agreement to establish within the Bank a speocial

16/ Ivid., p. 7.
7/ Tmoid., p. 7.
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fund of one billion transferable roubles (a portion in oonvertible
currenoy) for financing projecte of economic and technical assistanoe
to developing countries,

The aim of this special fund is to strengthen co-operation between
the CMEA and developing countriss. The fund is designed to render
aseietance to developing countries in rebuilding their econcmic structure,
creating new economic structurss, developing industry as the basie for the
modernieation of the developing countries' economies.

From the special fund resourcee, the Bank grants crsdits for a term
of up to 15 years for financing dsliveriss of squipment, machinery and
other goods and rendering ssrvices by the member countries of the IIB to
developing countries in ths construction of new, and ths rsconstruction
and modernization of sxisting, enterprises in different branchee of their
eccnomise, especially in induetry and agriculturs. Banks, enterprises
and economic organigations of the state sector or co-opsratives in the
developing countries may borrow from the special fund. In some caees,
private firms may also apply for a loan from the fund. The Bank grants
credite from the fund, primarily in transferabls roublss, to pay for
deliveriee of equipment, machinery and other goods from the member countriee
of the epecial fund, as well as to pay for services rendered by varioue
organigatione of those countries. Only in specific cases are credite
granted in oonvertible ourrencies, for example, to pay for equipment which
is not manufactured in the CMEA countriee or to pay for licences. The
pcseibility of getting part of the IIB credit in convertible currenciee
may help developing countrise to combine supplies from centrally-planned
sconomy oountriee with supplies from market-economy ocountries.

As far ae invesiment oredite in transferable roublee are concerned,
they oan be ueed for medium-term and long-term financing of capital invest-
mente both in the CMEA member countriee and the non-member countriee as
well. Oranting of oredits in transferable roubles means that borrowers
themselvee ehould eecure sourocee of eupply in the CMEA member countries.

The procedure for ues and repayment of oredits from the special fund
in transferable roublee ie shown in Diagram V.
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As oan be seen from that soheme, the borrower may use IID's oredit
in transferabls rcubles provided dsliveries of equipment and other
materials from ths CMEA member countries are balanced with deliveries of
goods from the recipisnt oountry to the CMEA member cocuntries. It is
assumed that ths borrower has already determined both the supplier of
oquipment and of other materials for the projsct and buyers of the prcduct
from the projeot in the CMEA member countriss.

By the end of 1977, IIB had terminated the preparation of basic
doouments on oredit operations with non-members of ths Bank and is
starting business contacts with third countries. Negotiations have
alreedy been oonduoted with representatives of the Socialist Republic of
Viet Nem. The Bank sxpressed its readiness tc consider the granting cf
credits during the ourrent five-year period, as well as aftsr 19580. The
IID specialists partioipated in the work cf the Joint Commission on
Co-operation between the CNEA and Mexioco and considersd opportunities to
grent oredits for joint construction of phosphate-extracting enterprises
in Tunisia and Morooco. The Bank also took part in nsgotiations on ren-
dering finanoial assistance tc the Laos People's Demooratic Republio amd
ngola,

Credits granted by the International Investment Bank through its
special fund mey play an important role in the development of industrial,
soientifio, techmical and trade co-operation. In partioular, IIB oredits
for ospital invesiments may be based on multilateral co-operation agree-
seats between the member ocouniries of the IID amd developing oountries.
Parthermore, the IIB's orediting of investment measures in the developing
ocomntries, in co-operation with ome or several member ocountries of the
Bank, may represent am interest for third countriee or banks in that they
facilitate their participation on & mutually bemefioial basis.




Jmpry

1. To promote the development of eccnomio and industrial co-operation
the member oountries of the Council for Mutual Boonomio Aseistance have
setabliched a diversified institutional mechanism based on the combina-
tion of multilateral and bilateral aspeots of co-operation. The main
componente of this mechanism are the organs of the CMEA, bilateral
intergovernmental oommissions and multilateral industrial co—-operation
agenciee operating at the branoh level. All these componente are intsr-
oonnected and complsmentary, although they uss their own resources and
Specific methods to promote international co-operation in varioue seotors
of the eoonomy.

2. Within ths framework of the 1not1tution._1 mechanisms of co-operation,
the role of a co-ordination oentre was assumed by the organe of the Counoil
for Mutual Economic Assistanos. According to the Charter of the CMEA, the
system of its main organs inoludes the following: the Seesion of the
Counoil, the Executive Committes, ths CMEA Standing Commissions, the
Conferencss of the Heads of Departments of the Member Countries, rssearch
institutes and ths CMEA Secretariat. Aoting as co-ordinating bodies, ths
CMEA organs provide ths Governmente with a forum for mltilateral discussions
and consultations. They also initiate measures to encourage econonmio,
Soientific and teohnologioal co-operation among ths member countriee,
assiet ths countries in the preparation, co-ordination amnd implementation
of oo-operation programes, promote deoieion-making, prepare etudiee and
documents for discussion, and maintain liaison with other international
organisations.

3. There are two basio types of resolutions adopted by the CMEA: recom-
sendations and dsocieions, Pollowing the prinoiple of equmlity, the
resolutione oan enter into effeot cnly after having been approved by all
mesber oountries. Sinoe the CMEA oountries reject the conoept of a '
Supranational body adopting legally-binding resolutions whioh can affect
autonomous eocnomio development, recommendations and decieione do not
pply to oountries which deolare their lack of interest in a problem
under diecuseion.

4. Cloeely oonneoted with sultilateral co-operation within the framework
of the CNEA organs are bdilateral ties between the economiee of CMEA ocountries.

o
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The bulk of the work on bilateral co-operation is carried out by inter-
governmental bilateral oommissions on economic, ecientific and technological
oco-operation, which are standing bodies and embrace almost all CMEA countries.
The main task of the international bilateral commissions is to derive and
exploit to the full the potentials offered by the division of labour and
soonomic oo-operation between the two countries involved, and to help them

to draw closer to each other in economic terms.

5. This general task implies that biluteral intergovernmental commisgions
examine problems of co-opseration which arise in the course of co-ordinating
national economic plans, chart the most feasible ways of improving the
machinery of mutual co-operation, initiatc measures related to developing
specialisation in industrial production, and explore opportunities for
increasing trade turnover and exchange of services between both partiss

a8 well as promoting scientific and technological co-~operation.

6. Bilateral commissions operate on the basis of special agreements signed
by the two countries in which the competences, tasks, structure and pro-

oedures of a given commission are described. T ensure that the work of the

commiesion is linked with overall multilateral co-operation schemes, the
agreements stipulaic that bilateral commissions will take into account the

resolutions of the "MIA organs. i

T. In close relation to the work of the (MEA and bi lateral intergovern--
mental commissions stand the activitieu ot the international specialized
economic and industrial co-operation agencies. As internationa! organiza-
tions these agencies are autonomous and cannot be subordinate to, or
identified with, the organs of the CMeA, although they are establiuhed by

the CMEA countries. 'he competence of spacialized agencies is usually
limited to the promotion of international co-operation in the selected

seotor of the eoonomy, mainly in the tielu of industrial production.

However, there are alsc international organizations which deal with scientific
resesarch and development or with international commerce and financing.

8. As regarde their nature, functions and legal etatus, the specialiged
eoonomic and industrial co-operation agencies of the CMEA countries can be
olassified into two bhroad categuries: interstats economic organizations

and international asecciations. The functione of interstate economic organi-
sations have a rather co-ordinative/regulatory character; the countries are
represented there through their government agencies, such as ministries,
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state committees, and chief administrations. Ths main distinctive feature
of international associations ie that they operate on a self-financing basis
and the countries are represented in such agencies by national economic or

industrial organizations and/or by large production units.

9. Within the context of overall economic co-operation of the CMEA
countries, the main objective of spscialized agencies, irrespective of thsir
differsnces in legal status and sphere of activity, is to unite the efforts
of participating countries aimed at co—operation and joint activity in
specific fields of economy, science and technology, specific industrial
sectors, sub-sectors and individual lines of production. In order to attain
this objective specialised co-operation agencies have worked out a number
of practical methode, as is shown by the review of the operations of soms
individual international agencies working in various spherse of economic
and industrial co-operation.

10. Within the system of international specialized organizations established
by the CMEA countries, a special position is occupied by two financial agenciss:
the Intsrnational Bank for Economic Co-operation (IBEC) and the International
Investmsnt Bank (IIB). The importance of these agencies is emphasized by the

fact that they provide the economic and industrial co-operation mechaniasms

among the CMEA countries with the necessary financial facilities,

1. Both banks base their operations on the biltilateral system of payments
and crsditing in transferable roubles, which has replaced the system of
bilateral clearing acoounts which existed at the initial stages of co-operation.
Within ths framework of the multilateral system of payments and crediting,

IBEC is responsible mainly for advancing short- and medium-term foreign trade
credite, whereas IIB concentrates on long-term investment crediting and

financing large-scale multinational projects.

12. In recent years, both IIB and IBEC have taken measures to promote the use
of the multilateral system of payments and crediting in transferable roubles in
economc relations with countries which are not members of the CMEA, in parti-
cular with developing countries. To that end, the International Bank for
Economic Co-operation has introduced an improved procedure for participation
of non-member countries in the multilateral syetem of foreign trade payments,
and the International Investment Bank has established a special fund for
economic and technical assistance to developing countries with the aim of pro-
moting ths strengthening of thsir economic independence and the establishing of

modern eoonomic structures.

o
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