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I, 

nrrnoTwnoN 

The Lima Declaration and Plan of Action on Industrial Development and 

Co-operation paid apaoial atttntion to developing regional and aubregional 

•conomic co-operation as one of tha maana of promoting industri ali aation 

and tha establishment of a ne* international economic order. 

•Pékin* into considération the «rowing intsrsst in the development of 

economic and industrial co-operation as wall M the compiicatione faced by 

countries initiating regional or aubregional co-operation enhenes,  a 

comprehensive analysis of the relatad problems based on the review of 

experience already accumulated by existing regional groupings would be of 

great importance.    In this connexion, the Ad Hoc Committee on Long-flange 

Strategy for UNIDO in its report endoreed by the Irduetrial  Development 

Boai«  (Peeolution 42 (VIII), Section A, para. 1) recommended undertaking 

atudiaa of "existing schemes and possible models for economic co-operation 

at the aubregional and regional level, which would incluùe the experiences 

of countriee 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 Industrial 
Studies haa prepared within the framework of its work programme a study, 

the purpose of whieh ie to provide basic information on tha inetitutions 

•stablished by oountries with oentrally-planned economica to promote the 

development of economic and induetrial co-operation.    The atudy concentrates 

mainly on institutional mechanisms, forma and methods elaborated by the 

participants in tha Council for «utue.1 «conomic Assistance (CUBA) to develop 

eo-oparation among countriee with divarae levels of industrial development, 

varying territorial and population al see, and unequal natural resource 
endowment. 

The development of multilateral eoonomic co-operation among countriee 

with centrally-planned economies began In 1949 when the repreeentetives of 

Aligarla, Caeohoalovakia, Hungary, Poland, Romania and tha tihlon of Soviet 
Sodali st Republics agreed to set ab lieh tha Counoil for mutual Boon oa i o 

Assistenoe and proolalaed it an open organisation which oould be joined by 

otnar oountriee willing to participate in aoonoaio oo-operation with tha 

Counoil »a member oountries.   Kith the) admission of tha Oerman Democratic 
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rçepublic (1950), Mongolia (196?Ì and Cuba (1972) to CMEA membership, the 

Council for Mutual economic Assistanne has grown into an international 

community embracing countries with a total population of Ì60 million, 

which accounts for 9.5 P«r cent of world population.     At the same time, 

OKKA countries' share in world industrial production had increased to 

?7.7 per cent by 1975»     Th« increase was based primarily on accelerated 

growth rates of industrial production in CMKA countries, which during the 

period of 1960-1975 was 8.6 per cent, whereas the same indicator for world 

industrial production was about 6.1 per cent.» 

Having started with the promotion of post-war economic 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 economic planning,  capital investments 

and to co-production in various industrial sectors, on the basis of 

specialisation and complementarity.    Along with the changing scope of 

co-operation, its initial institutional mechanisms, as formulated in the 

constituent documents, have received further elaboration. 

The formation and development of the mechanisms for economic and 

industrial co-operation among the i^MRA member countries was a gradual 

process evolving throughout the years of their existence.    By the late 

1960s the institutional co-operation structure had taken on definite 

shape:    the different orpins of the Council for Mutual   Assistance acting 

as the main policy-making bodies, the bilateral   intergovernmental  commissions 

and specialised industrial co-operation agencies as action-oriented 

organisations.    All these components are equally important, complementary 

institutions within the system of balanced organisation of economic co- 

operation, although, each of them uses its own resources and methods in its 

own sphere to promote the co-ordinated development 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 

OMEAj with the structures and work of specialised economic co-operation 

agencies established by the CMBA countries; and with the organisational 

aspects of bilateral economic co-operation between the countries.    A special 

•UNITX) estimates based on data communicated by TJNSO. 
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chapter is devoted to the functioning of international  financial agenciee 

and tha multilateral system of payments established by tha rv*4 to promote 

economic ro-operation amon» the countries and the operation« of the 

respective international organisations. 

•tie present studv is based on official document« issued by the CWÇA 

Secretariat and specialised a^enciae of the rWK co'in+rle*, and on 

f indimi nubi i shed by acholare studying the problems of economi n and 

industrial  co-operation amonr the rVP.k countriee. 
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flhapt«r I 

OMAKiaATIOflAL MEnHANTSW OP THE OmmCIL FO* Wmjkl KTOWOWTC ASSISTANO! 

Tenera! principle« and method« of int«rnational co-operation 

Economi e no-operation amone the nwmbar countries of the Council  for 

Mutual Economic Assist wir« is based on A number of general principles and 

guidelines which express the common character of economic development of 

the participating countries, as well as their common political and social 

goals.    At the same time, these principles take into consideration the 

different levels of economic and industrial development of the HHEA 

countries and, hence,  specific development problems faced by them, divers« 

territorial and population sises, unequal natural resource endowment, and 

varying historical  and cultural baokiçrounds. 

The fundamental principles of economic co-operation elaborated by the 

TMEA countries during the first years of co-operation are set forth in the 

Charter of the CMEA (adopted in i960 and subsequently amended in 196? an* 

1974) and in the Basic Principles of the  International Socialist Division 

of Labour (adopted in 196?).    Tlie most essential of these principles are 

the following: 

- Full «quality and respect for th« sovereignty and national interests 

of each member state; 

- Interest-free economic assistane« spani fi cal ly aimed at evening 

out the levels of industrial development of the lens advanced membar« 

of the community} 

- Unification or co-ordination of the efforts of several countries to 

tackle common problems of industrial development; 

- Combination of diversified and specialized patterns of eoonomio 

development of eaoh member country, depending on its natural resouroe 

endowment, geographical and socio-economic factors; 

- multilateral co-ordination of economic plans and co-operation in th« 

field of eoonomic forecasting; 

•• Acoelerated growth of industrial output in th« member countries with 

minimised proiuotion costs resulting fron efficient international co- 

operation. 

 J 
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I. Rased on these principles CMEA countries were able to establish 

adequate organisational mechanism« for economic and industrial co-operation 

allowing them to promote mutual assistance,  specialization in production 

and accelerated industrial growth in the less advanced member countries of 

the community.    Equally important was the fact that the application of the 

agreed princioleH of co-operation made it nos Bible for the CMEA countries 

to take further steps towards strengthening economic ties since by the 

beginning of the 1970s their increased national economic and industrial 

potential would call for more diversified schemes of international economic 
co-operation. 

Bearing this in mind, the Tovernments of the CMEA countries, in co- 

operation with the organs of the CMEA, formulated a programme for further 

co-operation, which after its adoption in 1971 was named Comprehensive 

Programme for the Further Extension and Improvement of Oo-operation and 

the Tfcvelopment of Socialist Economic Integration by the CMEA Member 

Countries.    The programme has:    set out a large package of interconnected 

measures for joint economic activities of the CMEA countries? established 

stages and deadlines;  described the economic,  institutional and legal 

mechanisms for thsir realisation through the joint efforts of ths CMEA 

countries} and elaborated further on the principles of co-operation. 

In this respect, the main specifications made in the Comprehensive 

Programme relate to a more selective application of the principle of an 

interest-free economic assistance which places greater emphasis on assistano« 

to Mongolia and Cuba, and to a detailed clarification of the approach to the 

problem of national sovereignty in the cours« of economic co-operation. 

According to the Comprehensive Programme,-^co-operation among CMEA countries 

does not entail the establishment of supranational bodies, and it oannot 

affect domestic planning, autonomous economic accounting and financial 

systems stc.    Another important specification is that the absence of supra- 

national bodies offers favourable opportunities for any non-member oountry 

to participate, fully or partially, in all types of CMEA activities. 

¿/     See "Comprehensive Programme for the Further Extension and Improvement 
of Co-operation and the Tfevelopment of Socialist Economic Intsgration 
by the CMEA Member Countries", Progress Publishers, Moscow,  1971. 
PM« 15. 
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Following the experience accumulated,  CHEA countries have formulated 

in th« Compr«h«n«iv« Programm« a general concept for «conomic integration 

of centrally-planned économies.    Ite main aap« et e provide that the develop- 

ment of economic integration is a procees r«gulat«d in a conscious and 

planned manner by th« Governments of th« member countries so as to form 

deep and lasting links among the countries in th« basic branchas of 

economy, acienc« and technology, to broaden the national markets of th« 

m«mb«r countries, and to facilitate the flow of goods and services among 

them.    The final goals of integration are th« creation of favourable 

condition« for a mor« «ffective use of natural and human resources of the 

member countries, the formation of a modern,  flexibl« structure of each of 

the national economics, and the gradual convergence of the economies while 

ensuring the maintenance of independent, original paths of economic 
development. 

In the Comprehensive Programme the following points are declared to be 

the basic method« of further perfecting co-operation and developing economic 
integration: 

(a) Conducting multilateral and bilateral mutual consultations in 
th« sphere of basic economic problem«j 

(b) Perfecting the system of multilateral and bilateral co-operation 

in the field of planning country activities, including co-operation 

in «conomic forecasting, th« co-ordination of both five-year plan« 

and of longer-term plans in the key branches of national industry, 

joint planning by interested countri«« of individual types of 

production, and the sharing of experiences in the field of 

directing national economy; 

(o)    Planning th« development of industrial co-operation on the basi« 

of epecialisation and complementarity in the fields of production, 

•ciane« and technology, the uniting of efforts by th« parti«s 

concerned with the aim of jointly pro apee ting for, and exploiting, 

usable fossils, building of industrial «nt«rpris«s, «nd conducting 
•ciantific research projects; 

(d)    Kxpanding mutual trad« turnover coupled with upgrading ite national 

effectiveness, perfecting its organisational forms based upon 

•tate monopoly, and further developing an independent prioe «y«t«m 
in foreign trade within the CMEA» 

v> 
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«, (•) Promoting direct non tacts between ministri««, central agenciee 

and other state orfana, eoonoaic, research and development and 

construction orfani «at ion« of member countries of the OMRAf 

(f) îaveloping exieting international specialised organisations 

and tha establishment of new ones by interested countries; 

(g) Elaborating legal aapact« of eoonomio, scientific and 

technological co-operation, improving it« international legal 

foundations with particular attention to the financial reeponsi- 

bility of the parties involved in mutual  commitments. 

With a view to enabling; non-member countries to expand their co- 

operation with the CHEA, the Programme hat also formulated some general 

guidelines which provide for flexible ways and mean« of achieving such 
?/ co-operation.-' 

Since it is planned to raalise the Comprehensive Programme within 

15 to 20 years, tha Government« of the CMEA countries have recognised the 

feasibility of breaking it down into several stage« corresponding to the 

five-year plan perioda.    The Comprehensive Programm« as such ha« given new 

Ímpetu« to the development of nul ti lateral schemes of co-operation.    As a 

r««ult th« f!MRA oountriee adoptad in 1975 the Concerted Plan for Multilateral 

Integration Measures for 1976-1980 which grouped together the major economic 

oo-operation projeota for joint  implementation and  «pacified form«, atages 
and methods of handling. 

Ih« Concerted Plan deal« broadly with three different task«.    First 

it contains outlines regarding; the material, financial and, in some cases, 

labour transfers for the joint projects which started before 1976.    Secondly, 

a numbar of multilateral epeeialisation and co-operation agreement« in th« 

engineering and chemical eectora are detailed and oo-ordinated with the 

aotiviti«« of the relevant «peoiallied am agencia«.    Thirdly, «cientific 

and technical oo-operation project« are included in the integration plan, 

particularly in order to improva and extend new eouroe« of fuel« and energy. 

Tha real aigjiifioanoe of tha Concerted Plan for th« promotion of 

•oonomic and industrial oo-oparation lies not only in it« ooapreheneiveneee, 

2/     lot*., p. 98. 
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but alio in the fact that taoh CUBA country ha« incorporated tha obligation« 

arising therefrom in ita national madium-tartn and annual plana.    Since tha 

obligations enterad into daal with crucial componanta of ragionai co-oparation 

and trade, it is hoped that during 1976-19BO significant intra-regional 

capital flown will   ba generated. 

Another important feature of the Concerted Plan ia a flexible appli- 

cation of the principle of multilateral co-ordination of national economic 

plann in the sphere of joint industrial production.    Although the centrally- 

planned nature of the OMRA economies permits the development of no-operation 

through direct control in the production sphere and, hence, the co-ordination 

of national economic plans will remain the key instrument in forging ahead 

with the integration of production, market-type instruments will also be 

allotted an important role in implementing integration measures, especially 

in the formulation of tasks on the basi a of cost-benefit anal y ai e and in 

regulating co-oparation between industrial enterprises involved in joint 

industrial production schemes. 

Taking this into consideration, the Concerted Plan, as was recommended 

in the Comprehensive Programme, has also outlined some changes that might 

be made in apecific monetary and financial instrumenta, as wall aa revi ai one 

in the associated institutional mechaniame. 

Wain organs 

The réalisation of the agreement signed in 1949 by the OMIA countriea 

required a complex and reliable mechanism which could provide the Government a 

with a forum for multilateral discussions and conaultationa in order to 

initiate measure* to encourage economic, ecientific and technological 

co-operation among the member countriea, to serve aa a no-ordination centre 

for the national économie inatitutions of the CMEA countriea, to aaaiat 

the oountriea in the preparation,  co-ordination and implementation of joint 

programmes in various economic eeotore, to promote the deciaion-making 

procese and to prapara various étudiée and documenta for dieouasion. 

In compilano« with these taake tha structure of the Council for Mutual 

•conoaio Assistano« inoludes the following organs!   tha Session of the Oounoil, 

... J 
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the Executive Committee,  the CWFA Committees and Standing Commi usi one, as 

well as the Conferences of the heads of departments of the member contri en, 

research institutes and the CMEA Secretariat.     Their functional relationship 

can be seen in the diagram on page 7. 

The Session of the Council is the highest organ of the CMEA and is 

comprised of delegations of all the member countries.    National delegations 

to the meetings of the Sessions of the Council were  initially led by the 

Deputy Prime Ministers of the member countries in  charge of economic 

affairs; however, from 197^ onwards and in order to upgrade this organ's 

importance, delegations have been headed by the Prime vinisters themselves. 

The composition of delegations is determined by the  Tnvernments of the 

respective countries. 

According to the CMS;*    Charter, the Session is empowered to discuss all 

questions falling within the competence of the  Council  and to adopt recom- 

mendations and decisions.      Ine  Session considers the main questions 

concerning oo-oneratinn in the field of economy,  science anrt technology, «id 

determines the main trends of the activities of the Council.    The Session 

of the Council  has the power to establish such bodies of the CMEA as it 

deems necessary to carry out the functions of the Council. 

As a rule regular meetings of the Session are  convened once s year 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 Executive Committee which is 

the main executive organ of the CMEA.    It is comprised of representatives of 

»11 the CMEA member countries at the level of deputy heads of Governments 

with one representative from each country.    In accordance with the Charter 

of the Council, the Executive Committee has the right within its terms of 

reference to make recommendations and decisions and also to submit proposals 

to the Session for consideration. 

Th« Executive Committee is in charge of the entire range of activities 

related to the implementation of tasks facine the Council in compliance 

J 

mm 



- 7 - 

e 
o 

•1-1 S 
•» r-l 

t P. 
Sì T 3 
li. 

s S i/ì 
r-t 

S o <8 

ti t •ft 
0 « o 

4» r-t 
0! al O 
a> S-' 
f> *> e c 
•H •H u 
£ «:•• 

6 

c/7 

V) 

i) 
i. 
••» 

T" 
t*r* 
O  fa 
«MO 

31 
» 
+»«« r 3 o « +» •*» 
•H CI) K 
+» S S n v m 
Crt 
M.O +» 

O K 
r-t   '-. •H 
njq. •H 
r m 
c Ü •H 

Si 8 
SS aï 
h o 
V Ü 

•f»W 
r 
K- 

c 
o 

•H 
+» 
rt 
H 

«M 

^ 
S3 
M S 
Hf» 

»-C/5 

r C 
O 

v_ 



-a - 

with the derisions of the r,**,k Sessions and is also in char,*« of the aotivitles 

of ths Council »B Committees and Standing Commissions and other CMFA organs 

and defines the basic guidelines and trends of these organs1 activities.    As 

a rule, the meetings of th« Executive Committee are held once every quarter, 

with a total of A? meetings having taken place by the end of 1977. 

Th« CMFA Specialized  Committees were added to the initial   structure of 

the Council during 1971-1974.    Altogether there are three such  Committees: 

the CMKA Committee on Co-operation in Planning (set un in  1971) is comprised 

of représentatives of the  rwA countries at the level of chairmen of the 

central planning bodies.     The Committee promotes the expansion of co-operation 

in the field of planning activities, and the further development and extension 

of economic co-operation anions the CMTCA member countries.     Ine  Committee's 

ftireau on Co-operation in Planning is a standing working body of the Committee 

and is oomnrised of representatives of all the CMTCA countries at the level of 

deputy chairmen of the central planning bodies.     As a rule, meetings of the 

Committee are convened at  least twice a year. 

•Hie CMFA    Committee on Scientific and Technological   Co-operation (set 

»P in 1971) ìB comprised of representatives of the CWEA countries at the 

level of either chairmen,  mininters or heads of agencies dealing with science 

and technology.    iTsually thin Committee meets twice a year.     Tt has 

initiated multilateral scientific and technical   co-operation among the COTIA 

member countries to use more effectively the scientific and technological 

potential of the countries concerned and has enhanced the acceleration of 

scientific and technical  progress in the CMEA group on the basis of co- 

ordination and joint scientific and technological research.    The Committee 

also promotes the development of multilateral and bilateral technological 

co-operation between its members. 

The CJFEA Committee on Co-operation in Material and Technological Supply 

(set up in 1974) ie comprised of the head« of the central agencies, the terna 

of reference of which cover material and technical supply.    The purpose of 

the Cosjnittee is to promote the extension of co-operation among OÏŒA countries 

in the field of organisational matters related to the supply of machinery, 

equipment and raw materials.    This Committee also convenes twine a year. 

All three Committees of the Council adopt recommendations and décisions 

within their competence and may also submit appropriate proposals for 

J 
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consideration by the WFk Exenutive Committee and by the Session of the 
Council. 

The CMEA Standing Sectoral  Commiesions are established by the Session 

of the Council for the purpose of promoting closer ties at the sectoral 

level among the CMEA nountriea and organizing multilateral  economic, scientific 

and technological  co-operation in '.vioue branches of the national economy. 

The Standing Commissions are composed of delegations appointed by the member 

countries of the Council.    They are enpowered to make recommendations and 

decisione within their terme of reference.    They may aleo aubmit proposals 

for consideration by the Executive Committee, by the Seesion and by the 

other organs of the Council. 

The first Standing Sectoral  Commissions were put into operation in 1956. 

To date their number hae reached ??, covering practically all sectors of 

CMEA economies.     There are Standing Commissione on:    agriculture, 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-ferroua metal industry,  the 

oil and gas industry, post and telecommunications, radio-engineering and 

electronics industry, standardisation,  statistics, transport, and the 

peaceful uses of nuclear atomic energy.     Recently Standing Commissions were 

established for civil aviation and medical problème. 

Unlike the other organa of the CMEA, the headquarters of the Standing 

Commieeions are situated in the capitals of different member states depending 

on the importance which a country attaches to a given sector of co-operation 

and on ite relative share 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 Warsaw, 2 in Bucharest and one in Ulan Bator.     The chairmen 

of the Be organs are the reepeotive mini etere of the Government e in the 

ospitai oities of whioh the individual Standing Commissions are located 

(e.g. the Polieh Minieter of Transport in the case of the CHEA Standing 

Commieeion for Transport, etc.).    In those Standing Sectoral  Oommieeione in 

which co-operation ie being developed in different fields,  ssotions or 

standing groupa are created.    Normally, each of the Standing Commi sei ons 

**•   one or two meetings every year. 

Although the powere of these Commieeione are limited to a definite 

range of mattere pertaining to co-operation in concrete branchée of economy 

 J 
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or other spheres of activity,  it should be emphasised that ni nee the 

countries' delegations usually have top-ranking executives of economic 

branches as their members,  this facilitates the elaboration  and adoption of 

weighty recommendations and  decisions as well  as their subsequent  implementa- 

tion.     Another iropor'ant factor is that the Standing Commissions ha^e an 

effective means of thoroughly going into problems:    based on their own rules 

of procedure they can form wnrHn»' organs and convene international   action- 

oriented meetings and scientific conferences. 

Tn addition to Standing Sectoral   Commissions,  another type of organ 

called  Conferences was established in  1974 with the main task of organizing 

the exchange of experience and multilateral co-operation among the respective 

ministries and agencies in non-industrial  sectors.    The following seven 

Conferences are included in the  CMEA structure as standing bodies:     the 

Conference of Ministers of Internal  Trade, the Conference of •Representatives 

of the cj^A Member Countries on  Tegal Matters, the Conference of Heads of 

Pricing Agencies, the Conference of Heads of Water Resources Authorities, the 

Conference of Heads of Tabour Authorities, and the Conference of Heads of 

Patent and  Invention Agencies.     The Conference of Representatives of the 

Freight and Shipping Organizations also operates within the  CMEA framework. 

The Secretariat of the CMTCA 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 Secretariat.    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 organisations of the members of the 

CMEA and other countries as well as with international organisations.    Deputy- 

Secretaries of the Council are appointed by the CMEA Executive Committee. 

According to the status of the CMEA 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. 

It also prepares or contributes to the preparation of necessary documents for 

meetings of the Council bodies.    The Secretariat compiles economic surveys and 

conducts economic research based on the data provided by the Council 'a member 

J 
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countri...    The Secretariat draft, proposals on separate questione relating 

to the Council's work for consideration by the corresponding organs of the 

CMEA.    The Secretariat 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 Co-operation of the CMRA Member Countries published in the languages 

of the CMEA countries.    The official language of the Secretariat as well a. 

of the other CMEA organs are the languages of nine member countries, whereas 

the working language is Russian.    The Headquarters of the Secretariat are in 

»becow (USSR).    The structure of the Secretariat is shown in Diagram II. 

A few words may be said about the difference in personnel recruitment 

between the CMEA Secretariat and other regional and international organisation, 

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 his 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 onset 

the CMEA Institute of Standardisation, the Bureau for the Co-ordination of 

Ship Freighting, and the International Institute for the Economic Problems of 
the World Socialist System. 

Ihe CMEA Institute of Standardisation (set up in I962) conducts studies 

•nd drafts proposals for the unification of existing and the development of 

new standards with a view to facilitating the development of standardisation 

in the member countries of the CMEA.    Its main activities are concentrated 

on theoretical and experimental research concerning the eolution of scientific 

and technical problème in setting up international standards for machinery 

•nd equipment manufactured in the CMEA region and are aimed at the preparation 
of relevant recomendations for the competent organs of the Council 

(especially for ¿he Standing Commission on Standardisation).    Headed by a 

erector and his deputies, the Inetitute ie staffed by international experts, 
technical and auxiliary personnel, and has an advisory council.    The Director 

J 
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and his dsputies are appointed by ths Exscutive Board of ih« OMBA after 

their nam«« have been put forward by th« Secretary of th« CHEA Secretariat 

and  agreed upon with th« Standing Commission on Standardisation.    The 
Inatitut« is locatad in Moscow, USSR. 

The International Institut« for th« Economic Problems of th« World 

Socialist syst«, (s.t up in 1970) is called upon to carry out thsorstical, 

methodological and applied studies of economic problems f«c«d by CMBA 

countries.    It al.o co-ordinate« the activiti«. of national economic 

r«saarch organisations and undertake, «tudi.e on diff«r«nt aspscts of .concie 

co-operation and integration in the CUBA region.    -Rie Institute, which is 

dirsctly subordinate to th« Esecutive Comsiittee, has a Scientific Council 

presided over by the director of the Tn.titut« which meets •« often as 

necessary but not less frequently than twice a year.    The Director and his 

deputies are appointed by the Executive Committee,  after their najaes have 

been put forward to the Secretary of the CMBA on the basis of recordations 

made by the member countries.    In selecting the erector and his deputies,  the 

Executive Board adhere, to the criteria of academic competence and takes into 

consideration potential proposals concerning the order of priority in the 

filling of these positions, while ensuring that the individual countries are 

equally repreeented.    The staff of ths Institute consists mainly of research 
scholars from different CMBA countries speciali.sd in general problems of 

economic and industrial development.    The Inetitute is locatsd in Moscow,  its 
working language is Russian. 

Finally, the Bureau for the Co-ordination of Ship Freighting was created 

in 1962 by ths decision of the Executive Committee of the CHÍA.    The Bureau 

is in fact the permanent executive organ of the Conference of Representatives 

of th« Freight and Shipping Organisations of th« CUBA eountriss whioh meets 

within th« framework of its Standing- Commission on Iransport.    The aim of 

the Bureau is th« improvement of oo-operation among its participants in the 

fisld of shipping with a view to a more rational use of their reepective 

eepabllitis, and the oo-ordination of activiti.. i„ ths use .of world freight 

sirvióos.    Ths Bureau has a relatively eaall staff consisting of th« 

Director, soms experta and teohnloal personnel.   The essential part of its 

activities is connsoted with providing national shipping organisations of 

the CUBA countries with up-to-tato infcreati on on chaage« in the world freight 
market. 
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Procédural aspects 

According to ths Charter of the CHEA all member countries enjoy equal 

representation in all the organs of the Council.    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:    recom- 

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 Tfbceeutive 

CoMRittee. 

Aa far as recommendations and decisions are concerned, the Charter 

provides that recommendations can be adopted on matters related to funda- 

mental problems of economic, scientific and technical  co-operation, whereas 

decisions can be taken on organisational and procedural matters. 

tocommendaticns are not immediately binding.    They are adopted ad 

referendum because, 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 CMEA 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 

deoieion, as of the data on whieh the minutes of the meeting of the respec- 

tive organ of the CMEA are signed. 

Cloaely connected with the question of reeolutione, their types and 

legal effeote, la the problem of voting and the number of votes required to 

have a resolution passed.    Di the oase of the CMBA, tha relevant provisions 

of ita Charter stipulata that all recommendations and decisions can be 

adopted only with the agreement of the member oountriee interested, each 

oetmtry being authorised to deolare interest in any question dealt with by 

J 
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the Cfrganication,    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 accede to recommendations and decisions 

adopted by the other member countries. 

The basic idea of consensus 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 procedure. 

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 the interested countries.     Tt is thus 

ensured that the OMEA may not adopt recommendations or decisions  that are 

either detrimental to the interests of some countries or purely /governed by 

the unilateral privile^s of certain member countries. 

The manner in which CMEA resolutions are adopted closely corresponds to 

that of their implementation.    Since OMEA 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 materialized through national channels. 

The resolutions of the  Council  are implemented only after a national Govern- 

ment has decided thereupon or authorized another competent national body to 

take a decision.    In reality OMEA recommendations are materialised by the 

Governments through the proper re-diBtribution 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  196ns an ever-increasing role 

in the realisation of the Council's resolutions has been played by specialised 

eoonomic and industrial oo-operation agencies established by the  interested 

CMEA countries. 
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Chanter II 

3PECIALI7»D BCOEOMIC AND IlfPOSTRIAL CO-OPERATIOlf 

AQBICIB ESTABLISHED BT CHEA C0UMTMB3 

Claasifioatlon and function« of the epeoialised 

Co-operation experience within the framework of the CUBA organi has 

shown that, in addition to this typ« of oo-op«rationt it i« advisable 

and b«n«ficial for OKA oountri«« to pool th«ip «ffopt« within th« framework 

of wious typ«« of action-oriented specialised agencia«.    Following thi« 

id«a, th« CUBA countries bagan during th« mid-1960s to «atabliah a number 

of specialised international co-op«ration ag«nci«s in different ««ctor« 
of economy and industry.    This process continu«« a« new agenciea oome 
into being almost «very year. 

Th« majority of specialised agencies for international co-operation 

••t up by th« CIBA countries are activ« in th« fi«ld of industrial produc- 

tion, although tost international agencie« deal with «ci«ntific research 

and development or with commercial and financial matter«.    All the«« 

organiaation« are baaed on the «am« general principle« of co-operation aa 

thoae of the CUBA organa, and th«y employ mor« or lese similar procedures 

and method«.    Nevertheless, there are distinct specific features in the 

forms of activity, perfoneance and structure of thess specialised agenciea, 

depending on the aphere of co-operation in question.    There is also a 

numerical difference in the membership.    Fbr instance, the majority of 

the CHEA countrie« belong to the Organisation of ths Co-operation in 

Electric and Poetai Communications and to the International Investment 

Bank, whereaa only a few belong to Intermetal.    Moreover, only two countries 

belong to such joint-stock companies as the Polish-Hungarian Halde x, and 
the Bulgarian-Hungarian Intranamaah. 

Som« specialised agenolee have been set up pursuant to direot recom- 

mendations by the oorreeponding CHEA organa (the Counoil, aa a rule, works 
out draft documents for their establishment),    others have been act up inde- 

pendently by the countries concerned, although CRIA organa receive information on 

their activities,    in thia connexion, a few word« «hould be said about relatione 

between speci »li sad agencies eat up by CUBA oountri e e and the organs of the CUBA. 
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At the Comprehensive Programme stipulates, the activities of both exist inl- 

and newly-formed organisations for international co-operation,  set up by the 

CIGA countries interested,are supposed to be properly co-ordinated with the 

activities of the Council.    Since such organizations are autonomous bodies 

with their own responsibilities,  financial resources,machineries and pro- 

cedures,  the most suitable way for such co-ordination is the conclusion of 

agreements and protocols signed by the heads of the agencies concerned and 

the head of the CKA Secretariat.    The agreements usually stipulate that 

the agencies will co-operate with the organs of the CICA as specialised 

organisations.    When creating spscialised agencies, the CICA member countries 

normally introduce into the constitusnt documents of th se organisations 

provisions necessary for the establishment of their relations with the CKEA 

Secretariat.    But the fact that specialised agencies are set up by the 

member countries of the CMEA doee not mean that those organisations are 

subordinate to, or to be identified with,  the organs of the Council as an 

international organization. On the whole,   it can be claimed that an analogy 

with the United Nations "family" (the United Nations itself and ite spe- 

cialized agencies) would be fairly consistent. 

As regards their nature,   functions and legal status, the specialised 

agencies for economic and industrial co-operation in the CPEA countries are 

classified into two broad categories i    interstate economic organisations 

and international associâtiono. 

The main diatinctive featrue of interstate economic organisations is 

a rather co-ordinative/regulatory character of their activities; they are 

usually founded on the basis of interstate agreements.    The states are 

represented in such agencies through their respective ministries,  state 

oommittees, boards, chief administrations, etc.    There are three general 

types of interetate economic organisations:    agenoies co-ordinating acti- 

vities in the field of industrial production, agencies acting as interna- 

tional control boards, and agencies dealing with financial and banking matters. 

As far as international associations are concerned, they can be 

characterised by the faot that they function on a self-financing basis and 

that the countries are represented in such agenciss by their national economio 

or industrial units and/or organisations (industrial enterprises, trusts, 

associations, combines, researoh institutss, design offioes, sto.) subjeot 

to oivil la«.   The participants in these agenoies retain their full 
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independence M regarda proparty,  organ i «at ion and legal atatua.    Ona oan 

aingle out within thia category of aganoiaa intarnational joint antarpriaaa 
or joint-at ook ooapaniea. 

A   ganaral eoheae olaeaifying *H tha epeoialiaed agenciee eatabliehed 
by ina CIBA count ria» it given on paga 19.    It ah ou Id ba notad, however, 

that aona of the aganoiaa inoludad in tha aohana do not fit antiraly within 

tha fraaawork of tha oatagoriaa mantionad abova.    Por inatanoe,  IllSA 

(Intarnational Ship Ornara   Aaaooiation) and tha International Laboratory 

of Strong Magnat io Fialda and Low Temparaturee ara not compoaed of 

governaantal bodiaa aa ara tha other intaratata organiaationa.    Tha    participaba 

ara tha raapaotiva tranaportation and raaaaroh organiaationa fro« a number 

of oountriaa, but, unlike tha intarnational aaaooiationa, thay do not 

funotion on a aalf-financing baaia.    In othar worda, they occupy an 

intermediata poaition between tha two oatagoriaa of apaoialiaad aganoiaa. 

The aain objective of the apaoialiaad agenciea,  irreepeotive of 

their differenoea in legal atatua and aphere of activity,  ia to oo-ordinata 

the afforta of tha participating oountriaa aiaad at co-operation and Joint 
eoonoaio activity in apacific fialda of aoonoay,  aoianoe and technology, 

apaoifio industrial aeotora, aub-aeotora, and individual linea of production. 

In tha oaaa of intaratata eoonoaio organiaationa thia aeana that tha 
following ganaral funotiona are par formed t 

(a) Joint or co-ordinated elaboration of foreoaata of tha develop- 

ment of aoianoe, taohnology, production aalaa, eto.f 

(b) Co-ordination of the teohnologioal and eoonoaio development of 

tha reapaotive aeotora of lnduatrial production} 

(o)   Organisât ion of joint or oo-ordinated raaaaroh and daaign work| 

(d)   Exchange of teohnioal and eoonoaio information and mutual 
oonaultationai 

(a)   Preparation of teohnioal data needed for the elaboration of 

atandarda primarily for complementary and apeoiallaed produotai 

(f) Working out appropriate awaauree to improve the quality of 
produotai 

(g) Ce-ordination of tha planned targata of lnduatrial produotion 

and tha joint planning of tha reapaotive lnduatrial aeotora, 
•aparate linee and itane of productioni 
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(h)   Long-tern and ourrent co-ordination of capital inveatments 

and the azpanaion of induatrial oapaoititi) 

(i)   Elaboration of co-ordinated aeasuree on tha utilisation of 

Idia induatrial oepaoitiea in th« participating oountriasj 

(j)   Elaboration of agreed taran for mutual dalivariaa (product 

•iz, quant it ita, tiae aohaduloa and daadlinaa) with tha aub- 

aaquant fornai i sat ion of arrangement a in trada agreements and 

oontraota; 

(k)   Regular exchange of information on goode in atook with a via« 

to a batter utiliaavtion of eziating reaervee and systematic 

auppliea of oomponents and apare parta. 

Dapending upon tha existing oonditiona and the naada of participating 

oountriea, tha funotiona listad above any be narrowed down or extended. 

The Majority of intérêt at« eoononio organiaationa ara more or laaa 

eimilar in atruoturei    a decision-staking body made up of repreaentativea of 

the participating oountriea and an executive body (secretariat, bureau, etc). 

Decisione on key queationa,  important to tha existence of interatate 

economic organiaationa and determining the principal trends in their 

activities,  are adopted in accordance with the principle of unanimity by 

tha repreaentativea of the participating countries.    The range of such 

quaations is usually defined when the organisation in question ia founded. 

Decisions on other questiona within the competence of the managing body 

are adopted with the conaent  of tha intareated members, and the lack of 

interest of any member oountry doaa not prevent the othar countries from 

carrying out measures agreed upon by them.    De oie ions ara not valid   for 

oountriea whioh declare a lack of interaat in any given question. 

To implement the deoieions of the managing body, the reapaotive adnini- 

atrative organa of tha oountriea usually •if) eo-called "agreements on 

implementation". 

The budgets of interstate eooaeeao ergasi sat iene ars fissasse fros 
annual contributions of the participating oountriea.   The total amount of 

theee oontributiona ia fizad by a epeolal agreement between the participants. 

Aa a rule the oonatitusnt documenta of interatate eoononio organiaa- 

tiona oontain art idea providing non-member oountriea with the opportunity 

to oo-oparate or to join. 
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• , Unlike interstate economic organisations,  international production 

associations operate on a se If-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 contributions made 

by the participants in accordance with arrangements agreed upon between 

them.    The agreement on the foundation of an international production asso- 

ciation along with the articles stating that  its inoome is to be based on 

the results of its activity usually oontains paragraphs providiag for the 

financing of the organisation from contributions of the participants. 

Being a relatively new phenomenon in the field of industrial 

co-operation among CMEA countries,   international production associations, 

as practice has shown,  operate in a narrow, highly-specialised industrial 

sector or sub-sector,  such as the production of textile machinery,  synthetic 

fibres,  etc.    Sometimes they handle problems concerned with co-operation in 

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

production,  sales,  technical servicing,and transportation.    Sometimes they 

deal with a limited individual spheret    for example, the sphere of research 

or sales,  or the production of an item whioh is in short supply.    Depending 

on the sphere of their activity,  international associations may assume such 

forms as production associations,  institutes, research and development 

offices, mixed companies, and trading or servicing oentres. 

Some of    the functions of international associations resemble those 

of interstate economic organisations, but are performed at the level of 

industrial enterprises¿ research and development institutes, sales and 

servioes oentres; the other functions are concerned with joint eoonomio 

activity and co-production in individual spheres of technology, applied 

research and development, foreign trade and servioes.   Suoh functions 

usually include» 

(a) Mutual production of aaohinery and equipment on the basis of 

horisontal and/or vertioal spécialisation; 

(b) Organisation and carrying out of construction works on oontraot, 

supplies of equipment for enterprises, applied reeearoh and 

design work; 

(o)    Co-ordination and organisation of the manufacture of produots 

in short supply; 

(d)    Co-ordination of marketing activities; 
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I, (•)    Organisation of servioes; 

(f)    Technical aaaiatance to third countries. 

In any avant, the funotiona of international aaaociationa are closely 

tied up with the national economic plana of the countriea concerned.    They 

can be extended or narrowed down in accordance with conditions prevailing 

in a given sphere of the activity of any association. 

The organizational structures of international associations are usually 

determined by the concrete tasks of each association.    In cases where    the 

associations are carrying out extensive co-ordinating functions and handling 

a wide range of nattera,  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 

accordance 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- 

cutive bodiesshould maintain olose co-operation with the respective national 

planning and foreign trade offices of the participating countries. 

In oases where international aaaociationa are set up to handle a 

narrow sphere of activity,  their atructure may be simpler depending on the 

tasks defined in the agreement on their foundation. 

The fact that the proliferation and development of specialised co- 

operation agencies has been most rapid indicates the importance attached 

by C«A countriea to this form of industrial and economic co-operation, as 

being complementary to the activities within the framework of the CIBA 

organa.    Although many of theae organisations had to overcome different 

oomplioatione at the initial stage of their activities, a useful experience 

was accumulated, and optisial methods of practioal work were gradually worked 

out, as can be seen from the description of some selected specialised agencies 

operating in different spheres of sconomio and industrial oo-operation. 
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antral  Control Board of the United Power Or id 

The agreement concerning this Organization was signed in I962.   The 

electric power Byetems of Poland,  the German Democratic Republic, 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 1960s were joined later by Romania and,  in 

1967f   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 Organizat ion  is the Council  composed of one 

representative from each  participating country.    The Council discusses all 

aspects of the Organization's work and makes 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 Organisation is 

handled by  its 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 Organization both to ensure its effective 

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

In order to ensure  the uninterrupted functioning of the united power 

grids and current operation of the state distribution boards,  the power 

grids of the participating countries have been linked via 24 110-4ÜÜ 

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-    ^he mutual supplies of 

electricity in 1971-1975 reached 80,000 million kilowatt -hours,  including 

electricity supplies in cases of emergency. -'     Diagram TV demonstrates 

the breakdown of electricity deliveries among the member countries. 

Co-oparation in energy supply is being extended through the construc- 

tion of 400-kilovolt and 75°-kilovolt power transmission linas and 3 sub- 

stations (Vinnitsa in tha western part of the Ukrainian 33R, and Albertina in 

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

will be about 2,000 megawatts.    Onoe commissioned in I98O,  they will permit 

1/     See "Foreign Trade",   No. 7,   I977. 

Vw-  
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Mutati (Ullvrie. of «lootrloity In 1972 (ìdihW 

1. Oirau D»MOor»tlo Xtpubllo 

t. Poind 

3. Caoohoalovakia 

4» Hungary 
5. US8B 

6. Roaania 

7* Bulgaria 

f/    ¿SKIS1    CMlâ Co-oporation in Bloctrloity Generating, R. Oilak, 
mombor of the Counoil of the Contrai control Board of 
tho Unitod PoMor Or id. 
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the parallel operation of the nmk power grids with an aggregate capacity 

of 205,000 megawatts.    The I.HSR will supply through thai« facilities 

6,400 million kilowatt-hours of electricity to Hungary, the forman Demo ora* io 

Republic and  ' Bennos lovaki a.     //hen the lines are pnt into operation, the ONE* 

countries will save 1.Í million kilowatts at power stations by rendering 

mutual  assistance during peak  load periods which differ in eaoh country.^/ 

Orfani sat i on for ^o-operation 
in the   Ball-Baaring Industry 

The agreement on the creation of the Organisation for Oo-operation in 

the Ball-Bearing Industry was signed in 1964 initially by Bulgaria, 

Haechoslovakia, the Terman 'Democratic Republic, Hungary and Poland.    Later 

Romania and the USSR acceded  to it.    Ine general aim of the Organisation la 

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- 

ments of the participating countries. 

The headquarlers of the   Organization are in Warsaw,  Poland.    The main 

ir«ran  ie che   rir«<.norate,  composed of one representative from each member 

country.    The  Direktorate may pass decisions, which  are taken only with the 

consent ol  all  contracting parties.    The deoieior.s enter into effect only 

if there is no rejection of them within the following 30 days by the competent 

ministries of  thp parties concerned.    The executive organ la the Secretariat 

of the fractúrate, composed of the Director of the Secretariat, his deputies 

and the requisite number of specialists and technical personnel. 

The main duty of the Organisation is to regulate specialisation, and 

oo-operation,  in production and to maintain an international oontingency 

reserve of ball bearings of different types.    Bifora the Organisation was 

set up, the majority of CHEA countries had to manufacture anti-friction 

bearings in small quantities,  although it is a known fact that only mass 

production is economically feasible.    Moreover, several oountries were 

manufacturing anti-friotion bearings of the same type and sise, although 

they could not produce adequate quantities of other types and sises of 

bearings.    In addition, the demand for oartain typee and sises of bearings 

Ibid. 
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in nome of the countries is extremely high, whereas demand for other bearings 

is low  (a few hundred, for instance).    In order to eliminate existing 

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 
similar 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.    Of the total amount of the anti-friction bearings used in the 

member countries, 98 per cent are produced in specialized plants distributed 
throughout the countries. 

% the mid 1970B, the efforts of the Organization 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 A.2 per cent  for approximately the same period of time. 

Expanded output and mutual deliveries have helped to meet more satisfactorily 

the demand of CKBA countries for bearings.    In I964 the mutual deliveries of 

anti-friction bearings amounted to   17.6 million pieces, in   1975 they soared 

to about 54 million and in I980 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 cent.* 

Intermetal 

This specialized agency was established by Czechoslovakia,  Hungary and 

Poland in 1964; a year later they were joined by the Otrman Democratic 

Republic,  Rilgaria and the USSR.    Yugoslavia and Romania signed an agreement 

on co-operation with Intermetal,  in  I968 and 1970 respectively. 

The main purpose of Intermetal is to improve the use of existing and 

future metal-making capacities and the exchange in certain type» of rolled 

•tock.    The agency's activities ara important in advancing co-operation among 

the CHEA countries in the iron and ateel industry.    Intermetal also drafts 

5/ Ibid. 
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proposals and elaborates measures for product specialisation and co- 

ordination of production programmes, submits proposals on co-ordination of 

capital construction 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  Council.    Member countries are represented by delegations 

composed of three representatives, each delegation having 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 chief, 

of the delegations of the member countries have to inform the Council about 

the progress towards realising the resolutions adopted by the Council. 

Intermetal 's executive organ is a bureau composed of a Director, hie 

deputies, experts,  and administrative and technical staff. 

With the establishment of this Organisation, rolled stock and other 

metal products have been exchanged by agreement on planned deliveries 

through quarterly wholesale exchanges.     The Intermetal«e bureau assists in 

arrant 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.    This system enables 

the metal-makers to realise their surpluses of semi-finished and finished 

products quickly and to utilise 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 

•tock, pipes, pig iron,  steel ingots, etc.) rose from 780,000 tons in 1964 

to approximately 3 million ton. in 1975,-^ th. countries have mad. much 
better use of their rolling mills. 

Intermetal has contributed to the conclusion of an agreement between 

th. USSR and Bulgaria, under which the Kremikovt.i iron and «teel work. 

6/     St« "Foreign Trade", No. 8,  1976. 
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dalivar 900,000 tona of bar «took to tha U33H «vary yaar in «changa for 

natal product«.    Agraananta on tha apacialiaation of pipa production hav« 

baan paaaad through Intamatal involving Bulgaria, tho daman Damooratio 

Republic and Poland, aa wall aa batwaan Caaohoalovakia and tha daman 
laaooratic Ripublio. 

At tha beginning of tha five-year-plan pari od for 1976-1980, Intemetal 
drafted a nuaber of reooanendationa on tho Joint oonatruotion of aetal- 

luTfioal production capaci ti«, by intaraatad aenbor count ri«, in ordar to 

expand tha output of oartain typea of products, which ara at praaant in 

abort aupply.    In accordano« with thaaa reooanendationa, Caaohoalovakia, 

Poland and tha USSR will inoraaaa thair dalivariaa of tranafomer ahaat 

ataal to Bulgaria, tha daman Doaooratic Rapublio and Hungary.    Bulgaria, 

in turn, ia expected to atart tha production of hot-rollad atainlaaa ataal 

ooila to aaat tha naada of othar eountriaa.    The Oaman Democratic 

Rapublio intonda to begin oonatruotion of a »ill for tha production of 

oold-rollod, atainlaaa and aoid-raaiatant ataal plataa, whila Poland will 

•tart building a production lino for tinning and chroee~plating ataal 

atrip to dalivar canning natal ahaata to Caaohoalovakia, tha daman 
Deaooratic Rapublio and Hungary. 

The Organiaation waa aat up in 1964 aa a joint Bulgarian-Hungarian 
ooapanyi in 1968 tha Soviat Uh i on joinad Agronaah, followad tan yaara latar 
by Caaohoalovakia. 

Tha Organiaation «a haadquartara ara in Budapaat, Hungary, with branch«« 

in tha oapitala of tha othar thr«« oountrioa.    It ia financad dimotly by 

äqual oontributiono fro« tha participating eountriaa.    Ina incoma darivad 

fron tha aala of agricultural aaohinary and aquipaant (with tha daduction 

of a oartain portion in ooapanaation for Agronaah'a ovarhaada) ia aharad 

•qually by tha participant«.   Aa far aa Agroaaah'a organiaational atructura 

ia oonoarnad, it haa a Board ooapoaod of tha rapraaantativaa of tha parti- 

cipating eountriaa.    Ih« daeiaiona takaa by tha Board antar into affaot 

aftar thay hava baan aooaptad unaniaoualy by tha participant«.    Tha 

•»outive organ of tha Board ia tha Bur «au f haadad by tha Director, who io 
•upported by two daputiaa, aoaa experta and taehnioal paraonnal. 
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•n»« main purpose of Agromash in to co-ordinate the technological 

development, production and sales of machinery used in vegetable, fruit 

and crape cultivation.     Its tasks also include the co-ordination of 

research and development activities carried out by pertinent national 

organizations and the promotion of specialised production and co-operation 

•mone the countries in producing agricultural machinery. 

Oie of the initial problems of Agromash was to eliminate duplication 

in the production of farm machinery.    T>urin» the late  1960s some 6o per 

cent of this production wan duplicated in each member country,  thus making 

lar?e-soale production unfeasible and preventing enterprises from introducing 

technological imnrovements.     Serious efforts were made by Agromash to 

promote the redistribution of production programmes among the participants 

and, at present, some ^0 types of machines are being produced by specialised 

manufacturers, thus helping to reduce duplication to ?5 per cent.-I' 

WortB in this direction will be continued.    The Agromash member 

countries have concluded agreements on specialisation in the production and 

mutual delivery of 6? types of machines from 1976 to  1980.    If compared 

with the preceding five-year-pi an 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 standardised 

machines for the cultivation of vegetables, stone-fruit, nuts and grapes. 

Separate standardised units and components of farm machines are intended 

for large-scale manufacture in large series for use in sets for the 

cultivation of vegetables,  fruit and grapes.     In the current five-year 

plan period the countries concerned will continue joint work on six problems 

covering 37 research topics.     Bulgaria will act as co-ordinator for nine 

topics while »ingary and the USSR will oo-ordinate the work on thirteen and 

seven topios, respectively. 

At the present time, as a result of the work carried out by Agromash, 

some sets of machines have been developed, including tomato harvesters, a 

line for harvesting and sorting carrots, a line for harvesting cuousibers, 

a combine harvester for sicking peas, and grape harvesters.    The introduc- 

tion of these machines has helped meohanise horticulture and the production 

2/     See "Foreign Trade", No. 7, 1977. 
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I, of vegetables, thus raising considerably labour productivity.    Por instano«, 

the use of a power-driven tomato harvaatar has inoraaaad labour productivity 

fiva timaa ovar that of hand picking procedure«; tha usa of a carrot 

harvaatar and a cabbage harvaatar, soma twelve and five times, respectively. 

Interkohim 

The agreement on the creation of an international organisation for 

co-operation in the field of amali tonnage chemical production, Interkchim, 

was signed in 1969.    The original members ware six CMEA countries;  Ttomania 

acoeded in 1970, and Yugoslavia in 1973. 

The purpose of Interkohim is to promote the co-ordination of plans 

for production,  specialisation and co-operation, the more rational use 

of productive capacities already in operation and of those under construc- 

tion, the further development of mutual deliveries and full supply of the 

member countries in this particular field.    It specialises in such products 

as synthetic dyaatuffa, chemical materials for the textile, leather and 

paper industries, plant protecting chemicals,  admixtures for polymeric 

materiale, etc. 

Interkohim »a headquartera are in Halle /Saale, the Terman Tfcmocratic 

Republic.    It has aa ita main organ a Council in which each member country 

la represented by a delegation oompoaed of up to three members, each dele- 

gation having one vote.    Ine Council of the Organisation can take decisions 

only with the agreement of contracting partiaa which declare their intereet 

la aolving a given problem.    Decision« of th« Council from which obligation« 

may result for the contracting countriea enter into effect (automatically) 

$0 day* from tha aigning of the minuta« of the pertinent meeting of the 

Council, if during that period no objection ha« bean raiaed by a contracting 

country.    Thi« notwithstanding, such a deoiaion «ntara into foroa only in 

relation to tha reat of tha intereatad countriea. 

The exeoutive organ of th« Organisation i« tha Directorate, with a 

Director, hi« deputi««, specialists, and administrative personnel. 

During th« first years of its exieteno«,  Interkohim concentrated 

••inly on th« «laboration of long-term programma« for the production of 
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chemical materials,  an well as on the promotion of multi- and bilateral 

talks concerning the construction of new plants and mutual deliveries among 

participating countries.    (Yie of the results of Tnterkchim*s activity was 

the elaboration of n lon^-term pro.^ramme for the development of Destirides. 

Tn the current five-year-plan period,  the  Tnterkchim member countries will 

build 61  operational   plants for the production of pesticides and reconstruct 

13 plants.     It is assumed that the resulting output of pesticides bv I980 

will  show an increase of approximately 50 per cent,  reaching about half a 
fi f million tons.- 

Within the framework of Tnterkchim,  a number of agreements was drafted 

for  1976-1980 and up to  I990 on the construction of new plants and  the 

expansion of existing ones for the production of synthetic dyes and organic 

semi-fabricates,  auxiliaries for the textile industry and admixtures 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 organic semi-fabricates.     Tt is estimated that by 19fio 

the fulfilment    of the agreement would bring about an almost five-fold 

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

in the CMEA countries  in comparison with 19T\ 

Organization of the Common Hagon Pool 

The agreement on the establishment and joint exploitation of the 

Common Wagon Pool came into effect in I964.     Members of the Pool are 

Rilgaria,  Chechoslovakia, the Terman Democratic Republic, Hungary,  Poland, 

Romania and the TJSSF.     The purpose of the organization is to reduce the 

circulation of empty freight cars in international traffic amonç the COTA 

member countries,  to accelerate the return of these cars, and thus to increase 

the turnover and economic efficiency of their exploitation.    Another purpose 

ie to make greater use of the international   railway lines. 

The Common Wagon Pool ia located in Prague,  Czechoslovakia.    Its main 

organ la a Counoil composed of representatives of each of the member 

countries.    Decisions are the only type of resolution passed by the Council. 

8/     Ibid.. p. 33. 
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Ttey ara adoptad only with tha oonaant of all tho contracting partiaa. 

Th« funotiona of a oacrotariat ara axaoutad by tha Buraau for tho fccploi tac- 

tion of tho Coanwn Wagon Pool, ooapoaad of a Dlractor, hia daputy and tha 

naoaaaary nuabar of apaoialiata, aupportad by taohnioal and aarvico 

paraonnal. 

Iha Pool waa oraatad through oontributiona by tha participating 

countrio«.    Initially it had about 95,000 fraight oara.    it tha baginninf 

of 1976, how« vor, tha Pool had «or« than 270,000 unita (bi-axial froi «ht 

oara), an incraaao of 180 par oant .2'  In 1967 tha ratio of anpty oara 

roturnad within tho Pool waa 35 pw <>•»*» »haraaa by tha »id-1970s it had 

dooraaaad to 10 por oant.   In tha laat daoada, tha fraight oarriad by tha 

oara of tha Pool haa doublad to 4,500 Million tona.    UM Pool haa halpad 

oonaidarably to raduoa aapty runa and to aooalarata fraight-oar turnovar. 

It haa aaaad tanaion on tha linaa and haa anablod tha oountriaa to rational i a« 

frontiar roloading on international linaa.    Hua ia of ••poolal iaportanoa 

to CIBi oountriaa ainoa up to 60 par oant of thair foroign trada ahipaanta 

ara transportad by rail. 

Haldas waa oatabliahad in 1959 in Katowloa, Poland, in ordor to 

prooaaa alag haapa on tha baaia of a lioanoa davalopad by Hungarian 

apaoialiata.    Slag haapa in Poland oontain a larga paroantaga of ooal 

(froa 10 to 20 par oant) and othar aoonoaioally valuabla raw aatariala. 

Hungarian oxparta hava invantad an affaotiva aathod of «tracting ooal froa 

auoh duapa, uaing tha raaalning rook to produco eaaant and oonatruotion 

aatariala.    Aftor nagotiationa batwaan tha two oountriaa, an agraaaant waa 

aignad on tha aatabliahaant of a joint-atook ooapany.    lach aida put up 

50 par oant of tha oapital, and thua ahara proparty and profita aqua! ly. 

Iha antarpriaa ia govarnad by tha gaaaral aaating of tha aharaholdara, ita 

Control Conaieaion and tha aanagaaant.   Rapraaantativaa of both aidaa taka 

part ia all thaaa bodiaa on an äqual footing.    Ina Control Coaaittaa and 

tha aamaganant ara aado up of an äqual nuabar of Hungarian and Poliah 

rapraaaatativaa.   Sinoa it ia looatad in Poland, Hal do x ia govarnad by 

2/    Û14., P. 35 



- 33 - 

PoliBh laws and enjoys the same ri/*hts as a Polish mining enterprise. 

Decisions in Haldex bodies are adopted unanimously by the ro^rencrtatives 

of the two sides.    Should the parties not be able to come to an agreement, 

matters are  submitted to a bilateral   Hungarian-Polish intergovernmental 

commission on economic,  scientific and technological op-operation. 

Since the start of its operations, Haldex has processed 'S.? million 

tons of coal waste, extracting about four million tons of coal therefrom. 

In addition,   it has produced materials which are used tc refill   the pita. 

Today the activities of "alder have taken on one more important 

aspect:    its enterprises play an essential role in the conservation of 

the environment and in the reclamation of land  in the coal-mining m*eaB 

of Poland. 

Tntertextilmash 

Tntertertilmash  is one of the international associations more recently 

founded by ""^A countries,     "he a^eement on its establishment va? si ¿med 

in 1°/M by the representatives from *uloraria,  Chechoslovakia,  the  Terman 

^mooratic  Republic,   Hungary,  Poland,   Romania and the PSS*1. 

Its main purpose is to keep the member countries as fully supplied 

as possible with hißh-quality textile machinery, equipment, components 

and spare parts.     To that end, its tasks include the promotion of "-^-operation 

in production based on horizontal  and vertical specialisation,  common research 

and design work, marketing and the organisation of joint technical maintain- 

ance and servicing. 

The head office is located in Moscow.     The  Association encnmoasses 

about  1S national production associations in the field of the textile 

machinery industry,  as well as a number of major oroduction units and 

desi#»n bureaux of the participating countries.    Several subsidiaries 

responsible for technical maintenance have been established in the CMHA 

countries.    All  the Association's members function under the national 

legislation of their respective countries, on their own behalf and on their 

own responsibility.    While participating in the Association they retain 

their property,  structural and legal independence. 

.J 
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The Association »n governing body is the Council composed of the 

representatives of national  economic organizations.    ?*ch country has 

one vote irrespective of the number of national organizations represented 

in the  Council,    ''he operational  functioning of the Association is handled 

by the  Tonerai erector who is appointed by the Council.     The Oeneral 

T>irector oerforms his duties based on the principle of one-man management 

and in accordance with the terms of reference defined by the statutes 

the Association and the decisions of the Council.    The Cenerai   erector 

is supported by aeveral deputies and the chiefs of the subsidiaries.    The 

work of the mana/»ement of the  Association is controlled by a special 

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

The  Association as an economic entity operates on a self-financing 

basis.     The Association's authorized fund (5 million transferable roubles 
1C-/ 

in  1976—  ) is used to support its economic activities.     The members from 

eacVi country make equa]  contributions to the fund.    The size of the 

authorized fund may be increased with due regard for the experience gained 

and  the prospects for developing the  Association and its branches.    The 

Association may also be financed by using bank credits extended by the banks 

of individual member countries or ''MEA international banks  (IBEC,  IIP). 

The income nf tb* association is mostly composed of receipts from its 

direct economic activities,  including those from servicing subsidiaries 

as well  as from its research and  development activities.     The  Association 

can 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, although a considerable amount of work has been 

accomplished to date. 

Pter instance, Intertextilm&ah 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 its framework the Association 

JO/    See "Economic Co-operation of the CMEA   Countries", No.6,   1976, p. 84. 

.J 
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has developed  a multilateral  co-operation Boheme in the manufacture of 

pneumatic and rapier looms.    Ine introduction of ATTP rapier looms coupled 

with the reconstruction of the weaving shed of the mill at Neugersdorf, 

TW?, has helped  to double labour productivity ,-»nd to  lower production costs. 

international Shipowners    Association 

The  International  Shipowners    Association  (TNSA) was set up in  1970. 

TtB membershio includes the shipowners agencies and organisations of 

R)l »aria,   'Mba,   Czechoslovakia,  the lerman democratic  Republic,  Hungary, 

Poland,  tbfi ITS^rç and Yugoslavia, as well as Tndia  (since  1974). 

Tie pntry of the Indian National  Association of Shipowners into the 

TNSA is the first case of a developing country being accorded membership 

in an international specialized agency of the fiMKA countries.    Upon 

ioininr TVSA,   the  Tndian Ansociation was granted  a 50 per cent discount 

on  itn rrmrrhershiD 'iues.     The same discount  in to be granted to other 

developing countries willing to join     INSA,  thus creating favourable 

opportunities  to increase the participation of developing countries in 

world shipping. 

THiriT* the si^-year period of the  Association's activities,  the overall 

tonnage of its merchant  fleet has increased from 7 million tons dead weight 

to more than  ?? mi "li on 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. 

1\Q main purpose of the Association is to promote the co-operation of 

its members and to secure their interests in world shipping, in particular, 

in the field of technical, operational,  juridicial and general commercial 

problems.    One of the important tasks of    INSA is the preparation of 

various kinds of shipping documentation. 

The headquarters of INSA are located in Tdynia,  Poland.    Its main 

organ is the Cenerai Meeting called once every two years.    The Ornerai 

Yeeting sums up the results of the work of the Arsocintion, outline« work 

programmes for the following period, elects the President of the 
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i, Table 1.     D'3At    Breakdown of dead weight tonnare 

Coapani e a/Shipowners' Associations 

(country) 
Daad weight tonnage 

(in thousand tons) 
Dead weight tonnage 

(per cent) 

1. Bulgarian merchant fleet 
(Bulgaria) 

2. Impresa de navigaci 6n 
mambí ee (Cuba) 

3. Cetkoalovenske namorny 
plavba (Cieohoslovakia) 

4*   Hungarian Steamship Linea 
(Hungary) 

5. Deuteohfraoht/Seereederei 
(German Demoorati o Republic) 

6. Indian Nation.il Aseooiation 
of Shipowners (India) 

7. Pol eke Unie oceani ene 
(Poland) 

8. Pol ska aegluga moraka 
(Poland) 

9. Aseooiation of Soviet 
Shipowners (USSR) 

10.   Yugoslavian Association of 
Shipowners (Yugoslavia) 

Total 

497-5 2.2 

323.1 1-5 

146.2 0.6 

47-9 0.2 

1,212.5 5.5 

4,092.8 18.4 

725.1 3.3 

1,760.2 7.9 

11,518-7 51.8 

1,901.7 8.6 

22,225.7 100.0 

Source:    "Eoonomic Go-operation of CMEA Countries", Nel,  1977, p.91. 

Association and his two vice-presidents.    It also elects the chairman of 

the standing commissions, the chairman and the members of the auditing com- 

mission.    The executive organ of the Association is the Councilt which 

functione during the period between the two General Meetings.    The Secretary- 
Otneral of the Council together with the members are appointed by the 

Présidant of the Association.    The Counoil considers the results of the 

•tending commissions• activities and approves their recommendations. 

Saoh ahipplng organisation participating in the work of the Aseooiation 

has the right to oocupy one place in the Counoil. 
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'Ih* main operational organs of the 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 support the work of each commission.    The work 

of the commissions as well as the financial operations of the Council are 

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

International Centre for Scientific and 'technological  Information 

'the agreement on the creation of the International Centre was signed 

by the cm countries in 10*9 during the second meeting of the Heads of 

Committees and Ministers of Science and Technology of the respective 
countries. 

The basic tasks of the Centre may be summarized as follows: 

(a) Working out an international system of scientific and 

technological  information; 

(b) Supplying countries participating in the Centre with 

information, primarily in respect of scientific and 

technological problems of great importance to the national 

economy; 

(c) Issuing informative publications; 

(d) Conducting research in the field of theory and practice 

of scientific and technological information, in 

particular, the working out of forma, methods and 

organization of information; 

(e) Unding, upon demand, organizational, methodological and 

technical aid to members of the Centre; 

(f) Co_op«rating in the formation and perfecting of skills of 

personnel for national bodies dealing with scientific and 

technologioal information. 

The organization is located in Moscow, USSR.    Its policy-making 

organ is the Committee of Plenipotentiaries oomposed of representatives 

of each member country, each having one vote.    The Committee meets at least 

once a year.    These sessions are chaired by the countries* representatives 

in turn.    The Committee approves the Centre's work programmée and budget, 

and appoints the THreotor and his deputies. 
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Incisione adopted by the Committee with renard to the  functioning of 

the Centre come into effect the day the protocol on the respective pro- 
ceedings is signed. 

In deciding upon matters pertaining to the Centre«r> activity and upon 

recommendations connected with co-operation amonr national   smentì fie 

information bodies, any country which is not interested in the matter under 

discussion can make an appropriate statement  and thus not  be bound   by the 
decision taken. 

Ihe Director runs the  Oentre and represents it in its relatione with 

other institutions.    He sees that the Centre operates according to  its work 

programme, co-ordinates its activities and  supervises the work of the 

Centre's  Academic Council.     The Tttreotor is empowered to issue order-, and 

endorse standards defining the Centre's activities.     Mis deputies are 

responsible for definite fields of work according to the Centre's organiza- 
tional  structure. 

Under the erector,  the  Academic Council   acts as a consultative body. 

It reviews plans for research work, considers matters related to the 

publication of scientific papers, decides on research projects carried out 

by the Centre and mak*»s proposals    i co-ordinatin? the activity 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 separate protocol) and 

from revenue received by the Centre for services rendered.     In the bud^t 

the necessary sums may be allocated in transferable roubles and in 

convertible currency for purchases and other expenditures.       Revenue 

•coming from research and development work conducted by the  Centre in 

accordance with jointly-finanoed programmes   is   Bhared by participating 

oountriea.    Other services provided by the Oentre are paid for at the 

rates set by the Committee 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 

giving bonuses and awards to authors, as well  as to other matters in 

oonnexion with joint inventions. 

TXiring the first years of its activities the Centre established 

eontaeta with other international organisations,    it now maintains close 

J 
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I, relations with ^W¡!A soenialiB«*! «gemi«« *n well  an wit.h nome membern 

of thn t*tit«ri *T*t1om family,  auch MR WT,   T^TTïî^'-O^  <<i\r\f  pan|  cf., 

keeping th«m informed an to  thn ^ntro'n pro.^rimmeB and rr«tho'ln nf wor1'. 

_*i 
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Chapter III 

BILATERAL ECONOMIC AND INDUSTRIAL CO-OFERATION BETWEEN CMEA  COUNTRIES 

Multilateral methods of co-operation within the framework of the CMEA 

are  closely connected 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,    doth 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 CKEA is based on combining bilateral and multilateral  aspects 

of co-operation.    Kor instance,  recommendations adopted by the Council are 

applied    by 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 vertiaal 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   its problems.    These cannot be solved within the framework of 

bilateral  intergovernmental commission,  but they are effectively overcome 

wihtin the framework of the CMEA 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 CMfcA. 

At present, the main role in respect of bilateral co-operation among 

the CMEA countries is played by intergovernmental bilateral commissions on 

economic, scientific and technological co-operation» these are standing 

bodies and embrace almost all CMEA countries.    The majority of these 

commissions were set up between I963 and 1970, and their number has since 

increased to more than forty. 

The main task of intergovernmental bilateral commissions (and occasionally 

of the committees) is to derive and exploit to the full all the potentials 

 J 
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i. offered by the division of labour and economic co-operation between the 

two countries involved,and to help them to draw cloeer to each other in 

economic    (erme. To this end,  bilateral intergovernmental commiesionB 

examine questione of co-operation which arise in the course of co-ordinating 

national economic plans, and they chart the most  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 as well as for promoting scientific and 

technological co-operation. 

As a rule,governments conclude a special agreement on setting up a 

bilateral commission  in which the competence, taska, structure and 

procedures of a given commission are stipulated.    To ensure that the work 

of the commission is linked with overall multilateral co-operation among 

CMLA countries, the agreements contain paragraphs which provide that 

bilateral commissions will take into account recommendations and decisions 
of the CNLA organs. 

The  composition and procedures of the  bilateral commissions established 

by CMEA  countries vary greatly according to  the   intentions and concrete 

economic  conditions  of the parties  involved.    However,  despite the absence 

of standards in organizational cct-up and dec io ion-making power of bilateral 

commise ion«, it should be noted that,  as a rule,   bilateral  commissions are 

chaired by two co-chairmen (one  from each country J 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 groupe attached 

to national economic  planning bodies and other administrative organs dealing 

with industrial development and foreign trade.    The decisions of bilateral 

commissions 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 reservat ione. 

For instance, either party can stipulate that a decision is to be approved 

by pertinent national bodice.    In that case,  the decision comes into effect 

only after such approval has been secured.    Either party can refuse at its 

own discretion to participate in the commission,   provided it gives the other 
party at  least six months notiee thereof. 

As already mentioned,  one of the important functions of bilateral 

commissions is the co-ordination of national economic plans.    Usually bi- 

vi 
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lateral commissions hindi« the co-ordination of five-year economic plans 

and that of annual plana for industrial production, «specially in Motore 

which export their producta within the framework of bilateral trade 

agreements.    A relatively new aphere of bilateral commissions1 activities 

is the so-called joint planning of industrial production. 

As far as th« co-ordination of five-year plans is concerned, the 

me hinery for conducting this work functions along the following lines. 

Within the frenew rk of the Council, CMEA oountries agree on the time period 

for their five-ye u« plans and on their co-ordination with the CMEA organs. 

In accordance wit:   these arrangements, a co-ordination programme covering 

th« plana for the period in queation is elaborated and approved by the 

bilateral intergovernmental commissions.     This provides for the main kinde 

of work, methods, forms and terme of ite implementation.     It ehould be noted 

that the specific oontenta and details of the bilateral co-ordination 

programmes are agreed upon directly by the central planning authorities of 

the countries involved. 

The subsequent work is carried out in two stages.     During the first 

stfige, the centra   planning authorities,   jointly with the ministries and 

otaer agencies, determine and agree upon principal areas of co-operation 

and define ways for the acceptable solution of the problema faced in the 

course of economic development.    They ascertain tentatively the possibilitiee 

for the mutual delivery of goods and formulate proposals for specialiîation 

and co-operation m production.     Airing the second stage,  these organizations 

wck out specific terme and conditions of co-operation for a five-year 

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

of goods, etc.    In accordance with draft five-year eoonomic development 

plans, targete are tentatively planned for the production of export itema 

(raw materiale, machin«a, equipment, componente, fuel, foodatuffa, etc.). 

TYi* reeulte of thia plan co-ordination on a bilateral baais are 

formaliaed, by the heade of the central planning agencies,  in protocols, 

on the basie of which foreign trade ministries conclude trade agreement a 

for the period co-ordinated. 

In the coures of this plan co-ordination and upon it« completion, the 

ur .eratanding reached by th« members of a bilateral commi ««ion i a forrally 

incorporated in the conclusion of agreement e and treaties.    Depending on 
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the character of the problema, thai« agreeaonte nay ba concluded at tha 

governn«ntal lavai or between competent aoonoaiio or industrial organiaa- 
tiona. 

In ordar to aolva tha moat complicated probi«*« of aoononlo oo- 

operation,  CHEA bilateral intergovernmental ooaaiaaiona atartad to 
arparimant at tha beginning of tha 1970a with joint planning method« in 

aalactad industrial aaotora and, aomotima«, aalaotad lin«« of ppoduetion. 
Joint planning ia carried out on th« baai« of tha provi «ion« of th« 

Comprah«n«iva Programm for tha furthar axtanaion and development of 

economie integration among CUBA member oountriaa, whereby tha countrie« 
ratais national «ov«r*lgnty over th«ir reepeotlve productiv« oapaoitiee 

and raeourcea.    lhu«, tha independence of internal aoonomic planning ia 
aeeured. 

The objective« of th« Joint planning oarriad out by tha bilataral 

oommiaaiona ia to combine the partnera* efforta ao aai    to achi«v«, «a 

quiokly aa poaalbl«, advanced eoientific and taohnologioal r««ults» to 

increase labour productivity»  to eneure favourable condition« on th« 

world market| and to meet the partnera» demand for producta in «hört 

aupply in ael«ot«d industrial eectora and production linea. 

Oieae objectivée are achieved through tha oomprehenaiva eolution of 

problem« whioh «noompaaaea the joint planning and preparation of production, 

tha eetabliahment of respective industrial oapaoitiee and, finally, tha 
guaranteed ealea of producta. 

In thie oonnaxion, the main emphasis in joint planning ia placed on 

the joint conduct of reaaaroh and development, the co-ordination of 

technological policy prinoiple«, th« combination of efforte and reoouroea 

of both partner« in developing production on a modern taohnologioal baaia, 

and the preparation of agreed production programme« for th« joint manu- 

facture of planned produote, and the establishment of quantities and te 
of delivery for the itene produced. 

Joint planning oan ba undertaken for any period of time that can ba 

economically juatified and agreed upon by the partner«» it oan vary in 
the different «ectore and production linea aalaotad. 
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», Orar the paat few yeare, the bilateral intergovernaental ooaaieaion« 
have oonoluded a nuaber of agreeaenta on Joint planning for certain typa a 

of aaohine toóla (in particular digital-control programing equipaent), 

oontalner ayeteae, ooaputera, bell-bear inga, and oheaioal produota.    Ine 
planning bodioa of tha CHEA countriaa working in bilataral ooaaieaiona 

hava acquired eonaiderable experienoe in joint planning, thua enabling 

than to improva tha practical application of thie not hod and, in particular, 

to taat aora flexible fonaa of oo-operation at the entarpriee-to-enterprlee 
level. 

Jnother iaportant function of the bilateral intergovernaental ooexieelona 

ie their promotion of long-tara trade agreeaenta oonoluded by ooaaieaion 
parteara. 

Sinoa a oentrally-planned ooonoay déterminée tha organiaational fona 
of the COA oountrlee* foreign trade (which ie baaed on the principia of 

etate aonopoly), long-tar« agreeaeate are oonoluded on the beala of 

co-ordinated national eooaoaio plane and are oloeely interlinked with 
theee plana. 

In the amia, trade agraaaanta atipulata tha range and quantitioa of 

gooda for autual delivery and tha obligation» of both partie» to deliver 

oertaia quantitiee of geoda by apeoified deadlinee.   Liata of gooda 

appandei to the trade agreeaanta are updated in annual protooola on the 

autual delivery of gooda.    (a the baeia of long-tar« agreeaaata and 

annual protooola, foreign trade organiaationa in tha raapeotive oountrlee 

oonolude ooaaaroial deala and oontraota froa whioh atea autual obligation« 

and financial raeponeibility governing the delivery of gooda. 

In thla oonnexlon, the ooapetenoe of bilateral intargovemaantal ooa- 
aiaeiona ie to draft euoh agraaaanta and to aubait than to the reepeotive 

Oovernaente for approval.    lb the oourae of the iapleaaatatloa of theee 

agraaaanta, the bilateral ooaalaaioaa aupervlee how the partie« fulfil their 

obligation« (eepeolally thoae ateaalng froa annual protooola on autual 

eellveriaa) and proaote on-the-epot «olution of any problea« whioh aey 

aria«.   Ih thie reepeot, a great aaount of work la done by llaiaea groupe, 

whioh aalntaia ooaetant llaka with foreign trade orgeniietioae and induatrlal 

ainlatriaa reeponaible for the realiaation of oeaaedlty oontraota. 
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i, 
IB oarrying out their tasks, the bilateral lntsrgovernmsntal 

•iasione rssort io a number of local documents preparad on a multilateral 

baali within the framework of tho CIBA organo (in particular, within the 

CIBA Standing Commission for Ibroign Irado).   Among thoao doouamts a 

major plaoo io oooupiod by tho Ornerai Oonditiona Governing Delivery of 

Otoods aowng Qrganiiationo of CHEA Member Countrleo, whioh unifias tho 

aain taras of foreign trado purohaso and sals deals, laya a logal baaia 

for Battling disputos botwoon tho two sidos, and próvidos guidai ins s for 

concluding oomaeroial oontraots.    Closely linkod with tho Oonoral Conditions 
of Deliveries ars tho aain provisions of BOPS spaoialisad documents, ouch 

aa tho Osnsral Conditions Oovsrning tho Tbchnioal Raintenanoo of Michinos, 

•quipeent and othor Ooods Delivered among Organisations of tho Countrioo of 

tho CRIA Authorised to Nako Foreign Irada Transactions, tho donarsi 

Conditions Oovsrning Asssmbly and othor Technioal Sonrióos Connaotod with 

tho Dslivsry of Machinée and Iquipaant aaong tho Organisations of tho CHA 

Meabsr Countrioo, and ths Osnsral Principles Governing Supply of Spara 

Parts for Machinas and Aniipment Dal i ve red in Mutual Irado among: CMBA 

Meabsr Countries and Yugoslavia. 

Bssldss the CMIA doouaents pertaining to bilatsral co-operation 

among the oountries, bilateral relatione ars ooabined with multilateral 

ones in ons other eeotort   international finanoial institution« si tabi abed 

by CMaTA oountries and the multilateral system of mayante. 

**~ 
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I, Capter IV 

IWTBWATIOHAL FINANCIA!, AOMOTiifi OP THE CMBA flnr!OT"ffirs 

International Bank for Economic 'ta-operation 

Before 19«, the year in which the Council  fPr Mutual bonomie 

ABB i itane« wan established, settlements arnon/r the centrally-planned 

•conomies of astern Rurope were effected through bilateral clearing 

accounts in various currencies.    At the beginning of the 19Sns these 

countries switched to long-term trade agreements and,  in the sphere of 

•ettlements, to bilateral clearing in roubles.    This system of settlements 

•nabled the countries to clear their mutual requirements without, utilizing 

convertible currencies or gold.    However, in the course of expanding their 

mutual trade, the OMRA countries encountered difficulties with regard to 

the balancing of bilateral settlements.    Since the clearing currency could, 

as a rule,  only be used for bilateral  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 OMRA member countries 

concluded the Agreement on Multilateral  Clewing in 1957.    Under thin ,gree- 

•snt, the settlements for goods, delivered over and above bilateral  trade 

agreement., were 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.     In 1963, in order to improve the situation,  the Gemment s of 

»ilgaria,   Osechoslovakia, the Terman Tiemocratic Tep^n^  Hungry,  tongolia, 

Poland,  »tomania and the USSR concluded an agreement concerning multilateral 

settlements in transferable roubles and the establishment of an International 

Bank for Economic Co-operation (ITWC).    Cuba joined the Bank in I974. 

IBBC has been entrusted with the following tasks: 

(a) lb undertake multilateral settlements in transferable roublesj 

(b) lb advance credits for financing foreign trade and other 

operations of the member countries of the Bank| 
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I, (o)    Tb attrao* and >a«p non-comrritted fumín in transferable rouble*! 

(d)    'Ib attrao*  goM, freely convertible ani other currencies from 

the member countries of the Bunk, as well   as frrnn othor 

countries,  and perform other operations with <"°ld,  convertible 

and other currende?*; 

(•)    1>i narfom nther bonMn» operations corresponding to +hp  »Irs 

and +asks of the T<ank. 

^e authorized  capital   cf TIP" is established et  W.1 miili^ 

transferable roubles.—'     'flie subscription quotas of th* "»ember ^ourtHes 

In this capital  are determined in proportion to the specific •••e»i~bt of 

each country's evport volume in  the trade nf +he<*e  "ountriei,  and are 

established  as fallows« 

Table °.     "iihs^rir.tion quotas of TTr?>'? member ^o-intries 

Country Million transferable roubles 

Bulgaria 

<"uba 

Hzechoslovakia 

Terman Tiemocratjc "^public 

Hungary- 

Won golia 

Poland 

Romania 

US3T 

17." 

A.* 

4Ï.0 

01. n 

Í.0 

27. n 

16.P 

116.0 

% 31 Tfcoember  107^, the paid-up part of the authorized capital  of the 

Bank constituted /10 ner cent of the subscription quotas, ?n per cent being 

in transferable roubles and ?0 per cent in convertible currencies and 
gold.-» 

Jj/    The official rate of exchan^!    1 m dollar * 0.754 transferable roubles. 

il1    3**    ^Uilateral Syetem of Payments in transferable %>ublea of the 
Msmber OountrUm of the nvEk,    lIHcfAft.  ffv;»Mo.M/*T n./L  

Çw- 
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i, Ih« highaat authority of tha BMik la ita Oounoil.    It la raaponaibla 
for tha ganaral management of tha Bank«! aotivitiaa.    Tfca Council i« 

conpoaad of rapraaantativaa from all mambar countriaa of tha Bank, aaoh 

of whom la antitlad to on« vota irraspactiva of ita ahara in tha capital 

of tha Bank.    All daciaiona of tha Council hava to ba adoptad unanimoualy. 

Tha Council of tha Bank approvaa, upon proposal! aubmittad by tha 

Board, cradit and othar plana of tha  Bank; datarminaa principlaa fop tha 

planning of cradita and reaourcaa, aa wall as for craditing and othar 

banking opérations; and aata intaraat rataa on cradita, dapoaita, currant 

and othar accounts in tranafarabla roublaa.    Iha Council also authorises 

tha aatabliahnant and liquidation of brancha« and rapraaantativa officaa 

of tha Bank;  datarminaa tha atructura, tha staff appointant achadul«, and 

tha administrative budgat.     Che mora  important function of tha Council is 

to aatabliah buainaaa relations with the banks of mambar countriaa and with 
international  financing and banking organiaationa. 

Tha Board of tha Bank ia tha axacutiva body in charge of tha iamadiata 

managamant of day-to-day activitiaa of tha Bank within it« atatutory oom- 

patanca and in accordance with daciaiona of tha Council.    Tha Board oonaiata 

of tha Chairman and maabara of tha Board, appointaaa of all mambar oountriaa 

of tha Bank for a pariod of up to fiva years,    ita headquarters ara looatad 
in Hoaoow,  USSR. 

Tha IBBC activitiaa ara performed on tha baala of full «quality,    in 

dalibarating and daciding upon mattare conn«otad with tha Bank'a aotivitiaa, 

tha mambar countriaa of tha Bank an joy equal right«.    Nambarahlp in IMC 

and tha activity of thla Bank in no way constitute an obataola to tha devalop- 

mant of diract finanoial and othar buainaaa relation« of tha mambar oountriaa 

of tha Bank, both among theaaalvaa and with othar oountriaa.    IBK also may 

affaet aettlaawnta in tranafarabla roublaa with oountriaa that ara not 

•ambara of tha Bank.    Rule« and conditions go vara in g payment« in tranafarabla 

roublaa with auch oountriaa ara aatabliahad by afraanant batvaan tha Oounoil 
of tha Bank and tha intarmate* oountriaa. 

Aa an intergovernmental organisation, tha Bank waa grant ad consultative 

atatua with WfCTAD ia 1974.    Othar countriaa may baooma mambara of ISC if 

they agra« to ahara tha aim« and prinoiplaa of tha aotivitiaa of tha Ink 
•nd to assuma obligation« resulting from ita atatutaa. 
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The multinational system of payments and 
crediting in transferable roubles 

Simultaneous with the establishment of the Bank, the agreement of 

1963 envisaged transferable rouble settlements amonp? +he TVFC coiint-Hen 

an from 1964.     Ttie system of payments in transferable rouhleu has  since 

become an integral  part of all the undertakings in the field of economic 

and industrial co-operation among OMEA countries. 

The cold content of the transferable rouble was net at P.9A741? 

grammes of fine gold.    Its purchasing power is based on the agreed level 

of prices for goods involved in mutual trade of the  1WF member countries. 

The transferable rouble in "insured" against inflation since it has a 

permanent and stable backing in marketable goods (the prices of which are 

defined by national pricing agencies) and enters internation*] payment 

flows only in relation to the real  requirements of the IW member countries 

for the payment of goods and sei-vices. 

In the sphere of multilateral and bilateral economic co-operation of 

the  IBEC member countries, the transferable rouble fulfils the following 

functions: 

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

in mutual trade of the  IRRO member countries are expressed 

in transferable roubles.     Tbese prices differ not only from 

the domestic prices of the member countries, but also from 

world market prices, although the latter are used an a basis 

in mutual trade.    They are adjusted to eliminate the 

influenoe of cyclioal changes in world prices, the effect of 

speculative operations, discounts and premiums characteristic 

of free market operations.    Che of the main methods of such 

adjustments is the use of average prices for the last five- 

year period, instead of current prices.     Accordingly, contract 

prices agreed upon are effective for one year, whereafter they 

are renegotiated. 

(b) Means of payment.    Settlements of mutual deliveries of good«, 

non-commercial payments and repayment of credits among the 

IBEC member countries are effected in transferable roubles. 
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(o)    Msans of accumulation.    The IBEC member countries accumulât« 

in transferable roubles the means necessary for the purchase 

of goods;  for subscription payments to the authorised capital 

of the International Bank for Economic Co-operation and the 

International Investment  Bank (IIB), oreated by these countries, 

as well as of other joint international economic organisations; 

for repayment of intergovernmental credits and for various 

other purposes. 

Ine transferable rouble is an independent currency.    It differs from 

the national currencies of the I BEC member countries, including the Soviet 

rouble,  in the following manner: 

(a) Whereas the gold content and the volume of issue (emission) of 

national currencies are determined by the Governments of the 

corresponding countries, in the case of the transferable rouble 

this is done by the IBEC Council; 

(b) National currencies are now used only for domestic settlements 

and payments and not for international settlements; the trans- 

ferable rouble, however,  is used only for international 

settlements; 

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

metal coins and are also used for clearing through banks 

between 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 the form of bank notes and coins. 

When settlements are effected in transferable roubles among the CHEA 

member countries, the transferable roubles are oonverted into the national 

currencies of these countries.    If, for example, the Bulgarian Foreign 

Irada Bank receives through I BEC 100,000 transferable roubles in payment 

for Bulgarian exports from the Bank Handlowy of Poland, it will pay the 

Bulgarian seller an equivalent of this amount in Bulgarian leva.    Simul- 

taneously, the Bank Handlowy of Poland will require from the Polish buyer 

an equivalent of this amount in Polish slotys.    The rates for conversion 

of transferable roubles into national currencies for payments in foreign 

trade transactions are set by the central banks of the IBIC member countries 

on the basis of agreements between the currency and financial organs of 

these countries.    The basis for these rates is formed by the relationship 
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between the transferable rouble and tha corresponding national ourrenoiee 

aooording to their gold content, as well as by the level of the oo-ordinated 

prioes of commodities in the mutual trade of the I BEC member countries. 

Iter settlements of non-commercial operations (expenses of diplomatic 

and trade representations, tourists, private transfers \use is mads of 

agreed retios of national currencies to the transferable rouble.    These 

ratios are set with due ooneideration for the level of retail prices for 

goode and tariffe for eervicee prevailing in the IBBC member countries. 

At present, the traneférable rouble is not convertible into the currencies 

of the countries which are not members of IBSC.    However,  IBEC sets the 

rates of Western currencies against ths transferable rouble on the basis 

of a basket of 13 currencies which takes into aocount market rate fluc- 

tuations of these currencies against the United States dollar.    This basket 

comprises the following currencies:    the United States dollar, pound 

stsrling,  Swiss franc, the mark of the lederai Republic of Germany, Frenoh 

franc,  Italian lira,  Dutch guilder, Belgian franc, Swedish krone, Danish 

krone, Canadian dollar,  Austrian sohilling and Japanese yen. 

The system of payments in transferable roubles worke in the following 

way.    Each IBBC member country entrusts ons of its banks - an authorised 

bank - with all settlements in transferable roublee to be effected through 

IBEC.    IBEC opens a transferable rouble current account for each such 

authorised bank.    This account may have only a poaitive balance.    Non- 

committed amounts on the current account are at the disposal of ths 
authorised bank. 

IBEC entere on the transferable rouble current account all amounts 

in thie currency received from other authorised banke in favour of the 

authorised holder of thie aocount (for the sale of export goods and non- 

commercial operations, as well ae for credits reoeived from other IBBC 

member countries) ae well ae credits from IBEC and the International 

Investment Bank.    Under ordere from the authorised holder of the account, 

IBEC effecte all payments from ths transferable rouble aooount in favour 

of other authorissd banks (payment for importe of goode and non-commeroial 

expenses, repayment of intergovernmental oredite) ae well as the repayment 
of oredite received from IBEC and IIB.    All traneferable rouble settle- 

ments of each authorised bank with all other authorised banke are 

ooncentrated on one current aooount, thue providing permanent multilateral 

eett lernent of reciprocal requirements and payment e i    the praotioal functioning 

.J 
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I, of the multilateral  system of payments.    Mirice  I96/I,  this system haß 

fully replaced the earlier system of Mieterai  clearing accounts. 

The authorised ban^s may place their free transferable rouble assets 

on term deposits in   IBEC.     In 1977 IBEC paid on current accounts 

1.5 per cent per annum;  on three-month deposits,   ^.'j per cent;  nn sir-month 

deposits,  3.5 Pftr cent; on nine-month deposits,  3.75 per cent;  on twelve- 

month and longer-term deposits, A ner cent per annum. 

Tî>e economic co-oneration among the TW,r member countries is realized 

mainly through their mutual  foreign trade.     Tty ensuring prompt and smooth 

settlements in transferable roubles,   IBEC facilitates development of 

trade among the member countries.    Pbr settlements on mutu.il trade which 

comprise almost ?5 per cent of all mutual settlements of the  TW! meirber 

countries, collection with subsequent acceptance  (collection with immediate 

payment) is most frequently the form used.     Besides settlements in the form 

of collection with subsequent acceptance,   IBEC also carries out settlements 

in transferable roubles in the form of collection with prior acceptance, 

letter of credit and other remittances in accordance with international 

banking practice. 

TJuring the 13 years of TBE^'s existence, the multilateral payments 

system in transferable roubles has followed the dynamic development of all 

forms of economic and industrial co-operation of the OMEA member countries. 

The volume of settlements in transferable roubles has crown at a constant 

rate from 22.9 billion transferable roubles in 196-1 to R2.5 billion in 

1976.^/ 

Closely linked with the multilateral  system of settlements is the 

system of crediting in transferable roubles, using either settlement or 

term credits. 

IBEC grants settlement credits to the authorised banks so as to meet 

their requirements for funds during short-term excesses of payments over 

collections.    This credit is of a revolving type.    It is advanced immediately, 

when needed, up to a limit determined by the Council of the Bank.    The terms 

¿J/    Ibid.. p.  10. 
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for iti repayment are not Ni.    Ito oredit is repaid fron the balano« on 

the ourrant account of the author i tad borrower whan collection« ezoaad 

payment a.   Practice haa ahown that on an average, the term for auch a 

oredit doea not ezoaad 30 day a.    Ohe limit of settlement credit for each 

authorised bank is sat annually at 2 per oent of the volume of aettlenente 

on trade turnover with all other authorised bank« for the previoua year. 

After repayment of the old credit, a new oredit may be granted within the 
volume of the aet limit. 

I BBC grants term-credite in transferable roublea to oovar require- 

ments for funda of the authorised banks for a period of up to three yeara. 

Ilia oredit ia made available for arrangementa relating to the specialisation 

and oo-operation of production, for the ezpanaion of trade, for effecting 

a balance of payment a, and for seasonal needa.    Thie credit ia advanoed 

for fixed terme.    If neoeeeary, the term may be prolonged within the limits 

of the overall three-year tarma.    Twice a year, IBEC oonaidara applications 

by the member countries' authorised banks concerning their needa in term 

credit.    The volume of credit applicationa ia baaed on national planned 

data concerning settlements on mutual trade and other payments, and oredit 

granted follows a deoiaion by the Bank Council according to the real needa. 

In the period between meetings of the Council, the Board of the Bank may, 

if such a neoeaaity ariaee, advance additional term-credite to the authorised 

banks within the limita of the reserve approved by the Bank Council. 

The interest rates charged by IBKC on both term and settlement oredit 

are atable.    They have remained unohanged sinos 1971.    Term-credit ratea 

vary depending on the termi    for oredit terme of up to eiz months, 

3.25 per oent per annum| up to twelve monthe, 3.5 P*r <>••»* per annum| 
up to two yeara, 4 per oent per annumj and up to three years, 5 per oent 

per annum. 

The financial operations of the Bank have reeulted in a growth of ita 

net profita, which increased from 7 million transferable roublea in 1970 

to 24.7 million transferable roublea in 1975.-^' 

Following the inorasse in trade between the CRIA oountriee and the 

other oountriee of the world, the IBK Council adopted in 1976 a 

2£/    JbW. i p. 12. 
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deoieion to improve procedures for participation by non-member countries 
in its activity. 

According to this decision (now entering the practical stag«), 

payments in transfsrabl« roubles between member countries and non-members 

of I BEC may be effected in respect of goods and services, non-commercial 

expenses of diplomatic and other representations, tourists, etc.    The 

relevant agreement on the purchase/sale of goods and services or payment 

of non-commercial expenses through accounts in transferable roubles 

should be reached between foreign trade firms and organisation, as well 

aa between banks and other competent organs of the intereeted countries. 

Settlements may cover the delivery of individual lots of goods or all 

trade turnover.    Settlements on non-commercial expenses may also be 

effected, partially   or totally,  in transferable roubles.    The banks of 

non-member countries, while performing settlements on the total of their 

trade turnover with all the I BBC member countries, may take credits and 

plaoe deposits in transferable roubles on the conditions currently in 

foroe for the I BBC member countries. 

New arrangements with payments in transferable roubles can be of 

epeoial interest to developing countries.    As stated in the study prepared 

by Prof. Suaitra Christi, "the developing countries can use transferable 

roubles to overcome short-term deficite, especially when they have a 

surplus with one member of the CMBA and a deficit with another.    Countries 

which are in the initial stages of development will find the transferable 

rouble more helpful because many of the oapital goods required can be 

obtained from the CHEA countries and, therefore, transferable roubles can 
promote trade.'^' 

The International Investment Bank 

Another important financial institution established by the CUBA 

oountries is the International Investment Bank.    The agreement on its 

eetablishment was signed in 1970 by representatives from Bulgaria, Cuba, 

Caeohoslovakia, the German Democratic Republic, Rungary, Mongolia, 

1*,/   See Sumitra Christi,    Payments Arrangements in India's 'Brade with 
the Socialist Countries of Eastern Europe. UNCTAP. TO/B/AC.22/4. 
p. 20. 
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Poland,  Romania and the USSR.    Ih« CMEA member countrias aimed, through 

tha Bank, at furthar concentrating raaourcaa for capital construction and 

affecting the mora efficient use of medium-term and long-term financial 

funda in projects in the field of specialisation and co-operation in 

production, development of raw materials and fuel resources and,  in 

general, the implementation of the Comprehensive Programme for the 

Further Extension and Improvement of Co-operation and the  Development 

of Socialist 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 »a activities.     The Council of the Bank consists 

of representatives from all member countries appointed by the respective 

Governments.    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 inveatment policy of the  IIB, as well as 

in aelecting projects for financing.    Major decisions of the Council are 

taken unanimoualy while, for questions for lesser importance, a majority 

of at least three-quarters íB 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 aotivitiea in accordance with the agree- 

ment, statutes and the decisions of the  Council.    The Board is responsible 

to the Council of the Bank. 

The resources 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 to 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 authorised capital is in tranaferable roubles, and 

30 per cent in convertible currencies or gold.    Member* • quotas in the 

authorised 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' Government s on the recom- 

mendation of the Bank's Council, as wall as on the acceptance of a new 
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i, •bar of the Bulk by the amount of the new participant •• quota..    Ine 

amount, method and timing of an instalment ara determined by tha Counoil 

of tha Bank upon agreement with tha country oonoarnad.    At tha beginning 

of 1976, tha authorised o api tal of tha Bank NU 1.068.3 million trenefer- 
15/ able roublai.-*' 

The International Inveatment Bank granta medium-term and long-term 

eredita for building new enterprises as well as for expanding or 

reoonstruoting the existing onea.   Medium-term oredite are granted, as 

a rule, for a period of up to five years, long-term crédite for up to 
fifteen yeare.    the IIB may grant eredita tot 

- Banks, economic organisations and national enterprises of 

member oountries officially authorised to reoeive ereditai 

- International economie organisations and enterprises of 
member oountriea; 

- Banks and économie organisations of other countries. 

Credits are granted in transferable roubles and in convertible 

currencies complemented by the borrower's own resources, and sometimss 

they are granted for tha whole cost of a project.    The Bank charges 

interest on the credits it granta, which varies according to tha period 

of credit and tha currency in which it ie made.    Granting of oredite and 

guarantees ie eertified in eaoh case by a oorreaponding credit agreement. 

Normally, the Board of the Bank examinas credit applications within two 

months of their reoeipt, but in urgent ossee it may shorten this term. 

In order to asoertain tha oompetent examination of a credit application 

and to take into aooount the relevant considérations of the borrower, the 

Bank may invite representatives of the borrower as wall as of other 

oompetent bodlee of tha oorreaponding country to take part in the examina- 

tion.    Ihe Bank may almo send its specialists to the borrower to olear up 

soma questiono.   Pro Jacte to be financed by tha Bank are approved by tha 

Counoil and, in eoae oaaea, by the Chairman of the Baord. 

Ihe use of oredit and all other Issues between the borrower and the 

IIB arm regulated in conformity with a oredit agreement   eonoluded between 

15/   •»• •»• Activities of t 
TD/B/AÄ.Ö/4, p. 4. 

the International Isveetmont Bank. IflfCTAD, 
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I, thM.    After eigning a credit •punint and receiving all the noeessary 

dooumente, tha Bank opana an aooount in tha name of tha borrower in tha 

ourrency provided for in tha agreement.    The Bank affaota all payments 

through oorreeponding banka for the oost of equipment, oonetruction, 

Mieably worka, etc., up to the limit of the credit granted in transferable 

roubles and in convertible currencies, in acoordanoe with the purpose of 

expenditurea determined by the oredit agreement.    Repayment of the basic 

debt under tha project financed by the Bank is effected by the borrower in 

aooordanoa with the schedule prescribed in the credit agreement.    Rspay- 

aent starte ma a rule not later than six months after tha data fixed in 

the oontraot. 

In api ta of its relatively short period of exietenoe, tha IIB has 

achieved tangible reeulta in the field of promoting ospitai investments 

and tha development of national economies of CMEA oountriee.    From 1971 

to 1976, tha Bank financed 48 projects aimed at promoting the industrial 

development of CMEA countriea.    The total amount of eredita committed by 
the Bank roee to over 3 billion transferable roublee.— 

Surin« the 1971-1976 period, 27 project e finsnoed by the Bank ware 

put into operation.    The reaulting additional production amounted to ovsr 

750 million transferable roubles u year in all member oountriee.—<•'    The 

Bank granted credits primarily for projecte in power, metallurgical, 

machine-building, chemical, textil* and other branohee of the national 

eoononiee of the member oountrles of the Bank.    With the financial assistance 

of tha Bank, various projeota are being iapleeieated, auoh aa tha expansion 

and reoonetruotion of tha "Ikarus" bus plant in Hungary| tha expansion and 

teobnioal reoonetruotion of tha enterprise "Uaforateohnik" in arfurt in the 

Osraan Oasworatic Rspublio; tha construction of a plant for producing aotor 

equipment in Praaska in Pol and ¡ capaoitiee for the production of railway 

oarriages at the plant in Caracal in Romania» the oonatruotion of the naia 

gas pipalina in the USSRj and sway othere. 

A new Stege in the credit activities of the International Investment 

Beak was reaehed in 1973, whan the Qovernnenta of tha asaber oountries 

and tha Bank aigaed an agreement to eatabliah within tha Bank a apaoial 

¿6/   Ibid.. p. 7. 
J2/   Ibid., p. 7. 
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fund of on« billion transferable roubles (a portion in convertible 

currenoy) for financing projects of •oonomic and technical assistance 

to developing countries. 

The aim of this special fund is to strengthen co-operation between 

the CMEA and developing countries.    The fund is designad to render 

assistance to developing countries in rebuilding their economic structure, 

creating new economic structures, developing industry as the basis for the 

modernisation of the developing countries* economies. 

Prom the special fund resources, the Bank grants credits for a term 

of up to  15 years for financing deliveries of equipment, machinery and 

other goods and rendering services by the member countries of the IIB to 

developing countries in the construction of new, and the reconstruction 

and modernisation of existing, enterprises in different branches of their 

economies,  especially in industry and agriculture.     Banks, enterprises 

and economic organisations of the state sector or co-operatives in the 

developing countries may borrow from the special fund.    In some cases, 

private firms may also apply for a loan from the fund.    The Bank grants 

credits from the fund, primarily in transferable roubles, to pay for 

deliveries of equipment, machinery and other goods from the member count ri e 1 

of the special fund, as well as to pay for services rendered by various 

organisations of those countries.    Chly in specific cases are credits 

granted in convertible currencies, for example,  to pay for equipment which 

is not manufactured in the CMEA countries or to pay for licences.    The 

possibility of getting part of the IIB credit in convertible currencies 

may help developing countries to combine supplies from centrally-planned 

economy countries with supplies from market-economy countries. 

As far ae investment credits in transferable roubles are ooncerned, 

they oan be ueed for medium-term and long-term financing of capital invest- 

ments both in the CUBA member countries and the non-member countries as 

well.    Qranting of credits in transferable roubles means that borrower« 

themselves should secure sources of supply in the CUBA member countries. 

The procedure for use and repayment of credits from the special fund 

in transferable roubles is shown in Diagram V. 
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As oan bo Mm fro« that eoheme, the borrower may US« IlB«s oredit 
in transferable roubles provided deliveries of équipaient sad other 

materiale fro« the CHEA «ember oountries are balanced with deliveries of 

goods fro« the recipient oountry to the CHEA «ember countries.    It is 

assumed that the borrower has already determined both the supplier of 

equipment and of other materials for the project and buyers of the produot 

fro« the projeot in the CIBA «saber oountries. 

By the end of 1977, IIB had terminated the preparation of basic 

doouaents on oredit operations with non-members of tho Bank and is 

•tartine business oontaots with third countries.    Negotiations have 

already been oonduoted with representatives of the Sooialist Republic of 

Viet Kam.    UM Bank expressed its readiness to oonsider the granting of 

oredite during the current five-year period, as well as after 1980.    The 

IIB specialists participated in the work of the Joint Commission on 

Co-operation between the CIBA and Nezioo and considered opportunities to 

grant oredits for joint oonetruction of phosphate-extracting enterprises 

in Tunisia and Moroeoo.    T»e Bank also took part in negotiations on ren- 

dering finanoial assistance to the Laos People's Democratic Republic end 
Angola. 

Credits granted by the International Inveotaent Bank through its 

spoetai fund «ay play an important rois in the development of industrial, 

eciemtific, teohnioal and trade oo-operation.    In particular, IIB credito 

fer ospitai investments «ay be baaed on multilateral oo-operation agree- 
meate between the member oountries of the IIB and developing oountries. 

Furthermore, the IIB's orediting of investment measures in the developing 

ooentriee, la oo-operation with ome or several member oountries of the 

lank, may represent m interest for third count ri e e or banks in that they 

facilitate their participation on a mutually bene fi oi al beale. 
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1.      Tb pronta th. dtv.lop.wt of .cono«!o and induatrial co-op.ration 
th. mambar oountriaa of tha Council for Mutual loono.ic Aaai.ta.ioa hav. 

..t.bli.h.d a divaraifiad inatitution.1 »aohania. baaad on th. oombin.- 

tion of multilat.r.1 and bilat.r.1 Wct. of 00-op.r.tion.    Th. „»in 

oo.pon.nt. of thi. «aohania. ar. tha org**» of tha CIBA, bilat.ral 

intargov.rnmantal conniaaiona and «ultilataral indu.trial co-operation 
•••noi., opar.ting at th. branch lavai.    All th... o0«pon.nt. mr. infr- 

connactad nd compla.ant.ry, although th.y uaa thair own ra.ouro«. and 

•pacific mathod. to pronta international oo-oparation in variou! aaotop. 
of tha aoonomy. 

2.       Within tha framawork of th. in.titutional machaniama of oo-oparation, 
th. rol. of a co-ordination cantra wa. M^d by th. org«, of tha Council 

for Mutual Sconcie 1»i.tane.    According to tha Chartar of th. CIBA, tha 

•yate« of ita main orfana includa, th. following»   tha S...ion of tha 

Council, tha Ewcutiv. Committae, th. CMIA Striding Commiaaionm,  tha 

Confaranc. of th. H,ad. of Dap.rtm.nt. of th. Mimbar Countri... ra.aarch 

inatituta. „d th. CHEA Sacratari.t.    Acting a. co-ordinating bodi.a, tha 

CH!A org«, provid. th. Ooverament. with • forum for multilateral di.cua.ion. 

and conaultationa.    Ihay alao initiata meaauraa to .ncourag. .conomic, 

aciantific and tachnological oo-oparation among tha .ambor countri.., 

M.i.t th. countri.. in th. prapexation, coordination and implantation 

of co-operation programma, promet. deoi.ion-making, Pm>*re .tudi.. and 

doouiaant. for di.cuaaion, and maintain liaiaon with othar internmtional 
organiaationa. 

3.       Thara ara two baaio typaa of ra.olution. adoptad by tha CUSA, reoom- 
Mndationa and daoiaiona.    Ibllowin« th. principi, of «nmlity,  th. 

reaolution. can .„t.P into affaot only aft.r having baan approved by all 

•anbar oountriaa.    Sino, tha CHEA oountri.a rajeet tha oonoapt of a 

•upranttional body adopting lagally-binding raaolutiona which omn affact 

autonomoua aoonomic davalopmeat, p.coammnd.tiona and daoi.ion. do not 

•pply to oountriaa which declare th.ir lack of intara.t in a probi.» 
undar diaoua.lon. 

4.     Cloeely oonn.otad with multilmtena co-opar.tion within th. fra**work 

of th. CIBA org«, ara bilateral ti., between tha aoonomi.. of CMKA countri... 
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t, The bulk of the work on bilateral co-operation ia oarried out by inter- 

governmental bilateral commissions on economic, scientific and technological 

co-operation, which are standing bodies and embrace almost all CMEA countries. 

Ohe main task of the international bilateral commissions is to derive and 

exploit to the full the potentials offered by the division of labour and 

•conomic co-operation between the two countries involved,  and to help them 

to draw closer to each other in economic terms. 

5. ïhis general task implies that bilateral intergovernmental commissions 

examine problems of co-operation which ariw» in the course of co-ordinating 

national economic plans, chart the most feasible ways of improving the 

machinery of mutual co-operation, initiate measures related to developing 

•penalisation in industrial production, and explore opportunities for 

increasing trade turnover and exchange of services between both parties 

as well as promoting ucientific and technological no-operation. 

6. Bilateral commissions operate on th* basis of special  agreements signed 

by the two countries in which the competences, tasks,  structure and pro- 

cedures of a given commission are described.    Tb ensure that the work of the 

commission is linked with overall multilateral co-operation schemes, the 

agreements stipulate  that bilateral  commiBBIon« wil 1   take  into account tho 

resolutions of the   :MKA organs. 

7. In close relation to the work of the CMEA and bilateral intergovern- 

mental commissions atand  the activities ,.f the international  speni al i and 

economic and industrial co-operation «gencies.    As international organiza- 

tions these agencies are autonomous and cannot be subordinate to, or 

identified with, the organs of the CMcA, although they are  establiuhed by 

the CMEA countries,    '(he competence of specialized agencies íB usually 

limited to the promotion of international co-operation in the selected 

•eotor of the economy, mainly in the fielu of industrial  production. 

However, there are alBo international  organizations which deal with scientific 

reeearoh and development or with international commerce and financing. 

8. As regards their nature, functions and legal statuB,  the special i zed 

•oonomic and industrial co-operation agencies of the  CMEA countries can be 

olaasified into two broad catégories»    interstate economic organizations 

and international associations.    The functions of interstate economic organi- 

sations have a rather oo-ordinative/regulatory character;   the countries are 

represented there through their government agencies,  such as ministries, 
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•tat» commit tee e, and chief administrations.    The main distinctive faatur« 

of international associations ia that they operate on a self-financing basis 

and the countries are represented in such agencies by national economic or 

industrial organisations and/or by large production units. 

9«        Within the context of overall economic co-operation of the CMEA 

countries, the main objective of specialized agencies,  irrespective of their 

differences 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 methods, as is shown by the review of the operations of some 

individual international agencies working in various spheres of economic 

and industrial  co-operation. 

10. Within the system of international speci ali ted organisations established 

by the CMEA countries, a special position is occupied by two financial agencies: 

the International Bank for Economic Co-operation (IBEC) and the International 

Investment Bank  (IIB).    Ihe importance of these agencies is emphasized by the 

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

among the CMEA countries with the necessary financial  facilities. 

11. Both banks base their operations on the bil ti lateral system of payments 

and crediting in transferable roubles, which has replaced the system of 

bilateral clearing accounts which existed at the initial stages of co-operation. 

Within the framework of the multilateral system of payments and crediting, 

IBEC is responsible mainly for advancing short- and medium-term foreign trade 

credits, whereaa 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 

economic relations with countries which are not members of the CMEA,  in parti- 

cular with developing countries,    lb that end, the  International Bank for 

Economic Co-operation has introduced an improved procedure for participation 

of non-member countries in the multilateral system of foreign trade payments, 

and the International  Investment Bank haa established a special fund for 

economic and technical assistance to developing countries with the aim of pro- 

moting the strengthening of their economic independence and the establishing of 

modern economic structures. 

 J 
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