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In the Lima Dcclanfion and Plan of Action on Induetrial Development
and Co-operation special attention ie paid to developing regional and !
subregional eoonomic co-operation as one of the means of promoting
industrialisation and the eetablishment of a new international economic
order.

Given the growing interest in economic and induetrial co-opersation
as well as the problems confronting countries initiating regional or sub-
regional co-operation schemee, a compreheneive analysis of experience of
existing regional groupings takee on particular importance. It might be
recalled that in its report and oonclusione the Ad fog Committee on Long-
Range Strategy for UNIDO recommended conducting studiee of "existing
echemes and poesible modele for economic co—operation at the subregional
and regional level, which would include the experiences of countries with
different eocnomic and social syeteme, with a view to identifying oppor-
tunities to develop induetries, and to avoiding overlapping of efforts"
(1I0/8/142, Para. 26(b)).

In keeping with this recommendation, the International Centre for
Induetrial Studies included in ite work programme a etudy, the purpoee of
whioh wae to provide baeic information on the institutione eetabliehed by
oountriee with centrally-planned economies with a view to promoting the
develophent of eoonomic and industrial co-operation. The study, whioh is
contained in this dooument, conoentratee on the institutional mechanisme,
forms and methods elaborated by the participants in the Council for Mutual
Boonomic Aesietanoe (CMEA) to induce co-operation between countriee with
all their variatione in terme of induetrial development, territoriee and
populations, and resource endowmente.

The development of multilateral economio oo—operation beiween countriee
with centrally-planned economies began in 1949, when representativee from
Bulgaria, Cseohoslovakia, Hungary, Poland, Ro=ania and the Union of
Soviet Sooialist Republice met at Moecow to disouse economic affaire. The
participants recognised the need to estabdblish a Council of Mutual Economio
Assietance, oomposed of the oountriee at the meeting, and they proolaimed
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the CMEA an organisation open to membership by other ocountries which
werse willing to partioipate in eoconomio co-operation with the Council’s
founders and shared the goals and principles of the CMEA.

Albania joined the GMEA in 1949 (although it has not actively
partioip.ted since 1961), and the German Democratic Republic became a
member in the following year.

Pollowing the admission of Mongolia (1962), Cuba (1972) and Viet
Naa (1978), the CMEA - initially formed as a regional sconomic organisa-
tion of European sccialist oountries — has grown into an internatiomal
economio organiszation of socialist countries from three oontinents.
The population of the CNEA oountries totals 430 million, or 10 per cent
of the world population.

The purpcse of the CMEA is to promots through the co~ordination
of its mesbers’ efforts enhanced co-ope:ation, the development of sooialist
eoonomic integration, the planned development of national economies, ths
aoceleration of economic and technologiocal progress, the upgrading of

industrial development in ocountries with less developed industries, and
the oonstant growth of labour productivity in the interest of equitable
economic development and improved well-being of its peoples. The CMEA is
firaly based on the prinoiples of sovereign equality of all its members.

Eoonomio and soientifio-technologiocal oco-operation between the CMEA
menber oountries is carried out in accordanoe with the principles of
sooialist internationalism, with full respeot for the sovereignty of
states, independence and mational interests, non-interference in domestic
affairs, squality, mutual benefit and amicable assistance,

As a result of major socio—economic transformations in the respective
countries and of inoreasing eoconomic and teohno-scientifio co-operation,
national eoonomies, sciences, cultures and technologies in the GNRA
ocountries have reached a high level, with a conoomitant increase in
living standards.

In 1950, CMEA oountries accounted for 17.8 per oent of world
industrial produotion, and at present they produoce more than one-third
of world industrial output. Their economies have grown at a steady rete,




Over the period 1950-1977, the national income of Bulgaria increased
9.8 timee, Csechoslovakia 4.5 timee, the German Democratic Republic
5.7 times, Hungary 4.6 times, Poland 6.7 times, Romania 12.1 times and
the Soviet Union 7.7 times.

The most dynamic development during the period 1950-1977 was in the
mamufacturing sector., Total industrial output in all the CMEA countries
increased 11.1 times between 1950 and 1977, the major increases being in
machine-tool building (27-fold), electronice and chemicals (23-fold).

Today, the CMEA countries account for a significant proportion of the
world production of the most important industrial and agricultural goods.
Since coming into exietence, they have increased their share in the world
output of the most important producte: eleotrioal power production
inoreased from 13.7 per ocent in 1950 to 21.6 per oent in 1977, coal
production from 22,9 to 30.9 per oent, iron and eteel production from
18.7 to 29 per cent, and ocement produotion from 13.8 to 27 per cent.

Whereas they started with the promotion of their post-war reoovery
through reciprocal deliveries of raw materiale, food supplies, machinery
and equipment, the CMEA countriee are constantly turning to more diversified
forms of co-operstion in the fielde of inveetment and science. Thie
co-operation is assuming an inocreaeingly comprehensive character and
embraces new spheres of national economy.

The adoption in 1971 of the Compreheneive Programme for the Farther
Extension and Improvement of Co—operation and the Development of Socialist
Economio Integration wae of particular significance to the future of the
sooialist community. Much more hae been done following the adoption of
the Programme as eoonomic co-operation takee en a more competitive
character, an expanded time horison, and a more meaningful multilateral
oonfiguration.,

Socialiet economic integration hae been greatly enhanced through
specialieation and complementarity in induetrial production. Within the
framework of the Comprehensive Programme, CMEA member countries have
oonoluded 80 multilateral agreements related to intermational speocialisa-
tion. Noreover, in the oourse of implementing the taeks envisaged by the
Cosprebensive Programme and plane for teohno-scientifio co-operation for




the period 1971-1975, some 11,000 projects have been completed. Thanks
to the mutual efforts of scientists and workers, some 1,700 new machines,

tools and instruments have been designed, some 1,300 technological ~
processes developed and some 1,400 new materials and products introduced.
In recent years, environmental problems have taken on an especial -

significance, and their solution calls for broad international co-
operation. According to existing agreements, theee problems are being
tackled by more than 550 scientific research and development organisa-
tions in the CMEA countries.

Foreign trade links between the CMEA oountries are developing
succeesfully. Foreign trade turnover of all the CMEA oountries increased
more than six-fold in the period 1960-1977. CNEA member countries are
paying increaeing attention to the further development of mutual exchange
in machines and equipment, which accounted for 43 per cent of their
exports in 1977. At the same time, the oxportl/ilportl of items covered
by agreements on specialisation accounted for 34 per oent of all CMEA
trade in machines and equipment.

The economic achievemente of the CMEA member countriee would be
inconceivable without co—~operation in the field of economic planning.
This involvee the co-ordination of economic master plans, co-operstion
in the field of broadcasting, joint planning in eelected branches of
industry, exchange of experience in the improvement of planning and
management syetems. During the current five-year period, establiehed
forms and methode of co—operation have been supplemented by the Concerted
Plan for Multilateral Integration Neasures and Long-Term Speoific Pro-
grammes for Co-operation.

The Long-Term Speoific Programmes for Co-operation, which extend
up to 1990, plans the joint development of multilateral oco—operation and
eoonomic integration. PFor instance, the Programme in the field of
machine-building is designed to ensure higher production rates in the
manufacture of equipment for the processing of fuel and raw materials as
well as in the food and engineering industries. Priority is placed
on increased output and joint deliveries of equipment for muclear power
stations, the extraction and refining of oil, geological surveys amd
mining.




The formation and development of the mechanisas for economic and
industrial oo-operation among the CMEA member countries was a gradual
procees. By the late 1960s the institutional structure had taken on
definite shape: the different organs of the Council for Mutual Assistance
acted as the min policy-making bodies, while the bilateral inter-
governmental commissions and specialized industrial co-operaticn agencies
constituted action-oriented organizations. All these components are
squally important; they are complementary institutions within a balanced
syetem of eoonomic oo—-operation, each using its own resources and
sethods in its own sphere to promote the co-ordimated development of
oo-operation in different sectors of the economy.

In acoordance with the existing institutional structure, the study
deals with the funotions and performance of the organs of the CNEA.
It describes the structures and work of specialized agenoies for eoonomic
co-operation, as well as the organizational aspects of bilateral eoonomic
co-operation between the countries. A special chapter is devoted to the
work of the intermational financial agencies and the multilateral system
of payments established by the CMEA to promote economio co-operation
between the countries, as well as the operations of the respective inter-
national organisations.

The present study is based on offioial doouments issued bty the CNEA
Secretariat and specialised agencies of the OMEA countriee, and on
findings published by scholars studying the problems of eoonomioc and
industrial co-operation among the OMEA ocountries.
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Boonomic co-operation among the member countries of the Council for
Mutual Economic Assistance (CMEA) is based on a number of general principles
and guidelinee which exprese the common character of the economioc develop-
ment of the participating countries, as well as their common political and
soocial goals. At the same time, these principles take into consideration
the different levels of economic and industrial development in the CMEA
countriee and, hence, the specific development problems they face, ae well
as their territorial and demographic differences, their varying resource
endowments, and different historical and cultursl baokgrounds.

The fundamental principles of economic co-operation elaborated by the
CMEA countriee during the firet years of co—operation are eet forth in the
Charter of the CMEA (adopted in 1960 and subsequently amended in 1962 and
1974) and in the Baeic Principlee of the International Socialiet Divieion
of Labour (adopted in 1962)., The most eesential of theee principles are
the following:

- Mull equality and respect for the sovereignty and national interests
of each member state}

- Interest-free soonomic aeeistance specifically aimed at evening out
the levels of induetrial development of the lese advanced members
of the community}

- Unification or co-ordination of the efforte of several countriee to
tackle common prodblems of induetrial development;

- Combination of diversified and specialised patterne of eoonomic
development of each member oountry, depending on ite matural resource
endowment, geographical and socio-eoconomic factorsj

- Maltilateral co-ordination of economic plans and co-operation in the
field of eoonomio forecasting;

= Acoslerated growth of induetrial output in the member countries with
mininised production coste resulting from effioient international
oo—operation,




Rased on these principles M¥MEA countries were able to establish
adequate organizational mechanisms for economic and industrial co-operation
allowing them to oromote mutual assistance, sperialization in production
and accelerated industrial growth in the less advanced member countries of
the ~comminity. Fqually important was the fact that the application of the
asreed nrincinles of co-operation made it nossible for the C¥WFA countries
to take further stens towards strensthening economi~ ties since hy the
beginnine of the 197N their increased national eronomic and industrial
potential would call for more diversified schemes of international economic

ro-nperation.

Rearing this in mind, the fGovernments of the CMWA countries, in co-—
nneration with the organs of the WA formmlated a programme for further
co-operation, which after its adoption in 1971 was named the Comprehensive
Procramme for the Further Fxtension and Tmprovement of Co-operation and
the Mevelopment of Socialist Feonomic Tntegration by the NMRA Wember
fountries. e programme has: set out a large package of interconnected
measures for joint economic activities of the NWFA countries; established
stazes and deadlines; described the economic, institutional and legal
mechanisms for their realisation through the joint efforts of the CMEA

countries; and alaborated further on the principles of co-operation.

In this respect, the main spacifications made in the Comprehensive
Procramme relate to a more selective application of the principle of an
interest-free economic assistance which nlaces greater emphasis on assistance
to Mongolia and Muba, and to a detailed clarification of the approach to the
problem of national sovereignty in the course of economic co-operation.
According to the Comnrehensive Programc,l‘ co-oreration among CMEA countries
does not entail the establishment of supranational bodies, and it cannot
affe~t domestic planning, sutonomous economic accounting and financial
systems etc. Another important specification is that the absence of supra-
national bodies offers favourable opportunities for any non-member country

to participate, fully or partially, in all tynes of CMFA activities.

1/ See "fomprehensive Programme for the Further Fxtension and Improvement

of Co-operation and the Tevelopment of Socialist Economio Intesration
by the CVEA Member Countries", Progrees Publiehers, Moscow, 1971,
nare 15,



Following the expsrience accumulated, CMEA countries have formulated

in the Comprehensive Programme a general conoept for the economic integration

of oentrally-planned economies. Its main aspects provide that the develop-
ment of economic integration is a process regulated in a conscious and
planned manner by the Governments of the member countries so as to form
deep and laeting links between the countries in the basic branches of
economy, science and technology, to broaden the national markets of the
member countries, and to facilitate the flow of goods and services among
them. The final goals of integration are the creation of favourable
oonditione for a more effective uee of natural and human rescurcas of the
member countries, the formation of a modern, flexible structure of each of
the national economies, 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 methods of further perfecting co-operation and developing economic
integration:

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

(b) Perfecting the syetem of multilateral amd bilateral co-operation
in the field of planning country activitiee, including co-operation
in economio forecasting, the co-ordination of both five-year plans
snd of longer-~term plane in the key branohes of national induetry,
Joint planning by intereeted countriee of individual typee of
production, and the sharing of experiences in the field of
directing national economy;

Planning the development of industrial oco-operation on the basis
of speoialisation and complementarity in the fields of production,
scienoe and teohnology, the uniting of efforts by the parties
ooncerned with the aim of jointly prospeoting for, and exploiting,
usadble fossile, building of induetrial enterpriese, and conducting
soientific reeearch projecte;

Bxpanding mutual trade turnover coupled with upgrading its national
effectivenees, perfecting ite orgmisational forms based upon
state monopoly, and further developing am independent prioce eystem
in foreign trade within the CMEA;




(s} Promoting direct contacts hetween ministries, central agencies
and other state organs, economic, research and development and
ronstruction organizations of member countries of the CMFA;

(f) Teveloping existing international spacialized organizations
and the establishment of new ones bv interested countries;

(¢) Flaborating leal asperts of economir, scientific and
technological con-overation, improving its international legal
foundations with particular attention to the financial responsi-

bility of the parties involved in mutual commi tments.

With a view to enabling non-member countries to erxpand their co-
operation with the CMEA, the Programme has also formulated some general
guidelines which provide for flexible ways and means of achieving such

2
co-operation.—

Since it is planned to realize the Comprehensive Programme within
15 to 20 years, the fovernments of the CMEA countries have recoernized the
feasibility of breaking it down into several stages corresnonding to the
five-year plan periods. The Comprehensive Programme as such has given new
impetus to the development of multilateral schemes of co-operation. As a
result the NMEA countries adopted in 1975 the Concerted Plan for Maltilateral
Intesration Measures for 1976-1980 which grouped together the major economic
co-operation projects for joint imolementation and specified forms, stages
and methods of handling.

The foncerted Plan deals broadly with three different tasks. First
it contains outlines reparding the material, financial and, in some cases,
labour transfers for the joint projects which started before 1076. Secondly,
a number of multilateral specialization and co-operation agreementis in the
engineerins and chemical sectors are detailed and co-ordinated with the
activities of the relevant specialized "MEA agencies. Thirdly, scientific
and technical co-operation projects are included in the integration plan,

particularly in order to improve and extend new sources of fuele and energy.

The real significance of the oncerted Plan for the promotion of

economic and industrial co-operation lies not only in its comprehensiveness,

2/ Ivid., p. %.
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but also in the fact that each "WMEA country has incornorated the obligatione
arising therefrom in ite national medium-term and annual plans. Sirce the
obligations entered into deal with crucial components of regional co-operatien
and trade, it is hoped that during 1976-19R0 simificant intra-resional

rapital flows will be cenerated.

Arother imvortant feature nf the fopcerted Plan is a flevible annli-
cation of the nrinciple of multilateral cr-nrdination of national ecnnomic
plans in the sphere of ioint industrial nrodurtion. Althcurh the rentrallv-
planned nature of the CMFA economies nermits the develonment of ro-operation
through direct control in the production sphere and, hence, the co-ordinaticr
of national economic plana will remain the key instrument in foreinc ahead

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

allotted an important role in implementing integration measures. The
latter will be used in the formulation of tasks on the basis of cost-
benefit analysis and in regulating co-operation between industrial

enterprises involved in joint industrial production schemes.

Taking this into consideration, the Concerted Plan, as recommended
in the Comprehensive Programme, has also outlined some changes that might
be made in specific monetary and financial instruments, as well as

revisions in the associ.t:1 institutional mechanisms.

kin organs

The realization of the agreement signed in 1949 by the CMEA countries
required a complex and reliable mechanism which could provide the Governments
with a forum for multilateral discussions and consultations in order to
initiate meamures to encourage economic, scientific and technological co-
operation between the member countries, to serve as a co-ordination centre
for the national economic institutions of the CMEA countries, to assist
the countries in the preparation, co-ordination and implementation of joint
programmes in various economic sectore, to promote decision-making processes
and to prepare various studies and documents for discussion.

In compliance with these taeks the structure of the Council for Mutual
Economic Assietance includes the following organs: the Session of the Council,




the “venutive "ommittee, the N¥WFA Mommitteer and Standine Commisaions, as
well as the “onferences of the heads of denartments of the member conntries,
research institutes and the CWFA Secretariat, Their functional relationship

can be seen in Annex 1.

™e %ession of the Couneil is the hishest organ of the CMFA and is
comnrised of deleratinns of all the member rountries. National delegations
to the meetincs of the Sessions of the founcil were initially led by the
NDenuty Prime Finisters of the member countries in charge of eronomic
affairs; however, from 1970 onwards and in crder tn upgrade this organ's
importance, delegations have been headed by the Prime ¥inisters themselves.
The composition of felegations is determined by the fOnvernments of the

respective conntries.

Arcordins to the "WEA Charter, the Sessi~n is empowered to discuss all
questions fallin~ within the ~ompetance of the Coun~il and to adopt recom-
mendations and decisions. '™e Session considers the main questions
conrerning co-oneration in the field of erconomv, science and technology, and
determines the main trends of the activities of the Council. The Session
of the founcil has the power to establish such bodies of the CMEA as it

deems necessary to carry out the functions of the Counecil,

As » rule rerular meetings of the Session are ronvened once a year on
a rotation hasis in the capitals of the member countries under the chairman-
shin of the head of the delegation of the host country. An extraordinary
meetin~ 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.

Tmmediately following the Session is the Fxecutive Committee which is
the main executive organ of the (MEA. It is comnrised of representatives of
all the NMEA member countries at the lewvel of deputy heads of Governments
with one representative from each countryv. In accordance with the Charter
of the Council, the Fyecutive Tommittee has the right within its terms of
reference to make recommendations and decisions and also to submit proposals

to the Session for consideration.

The Wxerutive Committee is in charge of the entire range of activities
related to the implementation of tasks facing the foumcil in compliance



with the decisions of the N¥*A Sesnsions and is also in charse of the activitiesn
of the Council's Committees and Standing “omrmissions and otrer "¥FA orrans

and Aefines the bhasir puidelines and trends of these ormans' activities. As

a rule, the meetines of the Fxecutive “ommittee are held once everv marter,

with a total of R2 meetinss havinr taken place by the end of 1977.

The CMFA Specialized "ommittees were added to the initial strurture of
the Council during 1971-1974. Altogether there are three such “rmmittees:
the CM%A Committee on Co-operation in Planning (set up in 1971) is comvrised
of representatives of the "WEA countries at the level of nhairmen of the
central planning bodies. The Committee nromotes the expansion of co-oneration
in the field of planninc activities, and the further development and extension
nf economic co-operation among the CVMFA member countries. ™e Committee's
Rireau on Co-operation in Plannings is a standine working hndy of the fommittee
and is comprised of representatives of all the CWRA countries at tre level of
deputy chairmen of the central planning bodien. As a rule, meetin~e of the

Committee are convened at least twice a year.

The CMEA Committee on Scientific and Mechnolo~ical “o—operation (set
up in 1971) is comprised of representatives of the "WFA countries at the
level of either chairmen, mininters or heads of agenries denrline with science

and technology. Usually this Committee meets twire a vear. T+ has

jnitiated multilateral scientific and technical Mntion between the
CNEA member countries so as to use effectively the scientific and techno-
logical potential of the countries concerned, and it has accelerated
scientific and technical progress in the CMEA on the basis of co—-ordination
and joint scientific and technological research. The Committee almo
promotes the development of multilateral and bilateral technologioal
co~operation between its members.

The CHEA Committee on Co—operation in Material and Technologioal Supply
(set up in 1974) is comprised of the heads of the central agencies, the terms
of reference of which cover material and technical supplies. The purpose of
the Committee is to increass the degree of co-operation between CNEA countries
in the field of organisational matters related to the supply of machinery,
equipment and rew materials. This Committee also convenes twioce a year.

All three Committees of the Council adopt recommendations and decisions
within their competence and may also submit appropriate proposals for




ronsideration hy the C™FA Wxecutive Committee and by the Session of the

“ouneil,

The CMEA Standing Sectoral Commissions are established by the Session
of the Council for the purnose of promntines closer ties at the sentoral
leval among the "WRA countries and organizing multilateral economic, srientific
and technological co-operation in various branches of the national eronomy.
"he Standine Commissions are compnsed of delesations anpointed by the member
rountries of the Counnil, They are enpowered to make recommendations and
decisions within their terms of reference, They may also submit proposals
for consideration by the Fxecutive Committee, by the Session and by the

nther organs of the Touncil.

The first Standine Sectoral Commissions were nut into operation in 1956,
To date their number has reached 22, covering practically all sectors of
CMFEA economies., There are Standing Commissions on: agriculture, the nhemical
induntry, the coal industry, construction, monetary and financial matters,
elertriec power, the ferrous metal industry, the food industry, foreign trade,
geology, light industry, machine-building, the non-ferrous metal industry, the
oil and gas industry, post and telecommunications, radio-engineering and
electronics industry, standardization, statistics, transport, and the
peaceful uses of nuclear atomic energy. Recently Standing Commissions were

established for civil aviation and medical problems.

Unlike the other organs of the CMEA, the headquarters of the Standing
Commigsions 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 its relative share in the country's economy. Of 22 Standing
Commissions, 2 are at Sofia, } at Berlin, 2 at Prague, 3} at Budapest, 7 at
Moscow, ? at Warsaw, ? at Bucharest and one gt 'lan Rator. ‘The chairmen
of these orsans are the respective ministers of the Governments in the
capital cities of which the individual Standing Commiseions are located
(e.g. the Polish Minister of Transport in the case of the CMEA Standing
Commission for Transport, etc.). In those Standing Sectoral fommissions in
which co-operation is being developed in different fields, seotions or
standing groups are created. Normally, each of the Standing Commissions
has one or two meetings every year.

Although the powers of these Commissions are limited to a definite
range of matters pertaining to co-operation in concrete branches of economy




or other spheres of activity, it should be emphasized that since the
oountries®' 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 subsequert implementa-
tion. Another important factor is that the Standing Commissions have an
effective means of thoroughly going into problems: based on their own rules
of procedure they can form working organs and convene international action-

oriented meetings and scientific conferences.

In addition to Standing Sectoral Commissions, another type of organ
oslled Conferences of the Representatives (Heads) of competent organiza-
tions was established in 1965 with the main task of organizing the exohange
of experience and multilateral co-operation between the respective

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

fonferences are included in the CMFA structure as standing bodies: the
Conference of Ministers of Internal Trade, the Conference of Representatives
of the CVMEA Member Countries on legal Matters, the fonference of Heads of
Pricing Agencies, the Conference of Heads of Water Resources Authorities, the
Conference of Heads of Labour Authorities, and the Conference of Heads of
Patent and Invention Agencies. The Conference of Representatives of the
Freight and Shipping Orranizations also operates within the CMEA framework.

The Secretariat of the (MFA is an executive and administrative orsan of
the Council. It is composed 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 founcil is the
Secretary who is appointed by the Session of the Council. He represents the
Council in relations with officials and organizations of the members of the
CMEA and other countries as well as with international organizations. Teputy-
Secretaries of the founcil are appointed by the NMEA Fxeoutive 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 oonferences of the (MEA organs within the framework of the Council.
1t also prepares or contributes to the preparation of necessary documents for
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meetings of the Council bodies. The Secretariat compiles economic surveys
and conducts economic research based on the data provided by the Council's
member countries. The Secretariat drafts proposals on separate questions
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 CMEA Member Countries published in Russian.

It should be noted that the official languages of the Secretariat as well
as of the other CMEA organs are the languages of the ten member countries,
whereas the working language is Russian. The Headquarters of the Secretariat

are at Moscow, USSR. The structure of the Secretariat is shown in Annex IT.

A few words may be said about the difference in personnel recruitment
between the CMEA Secretariat and other regional and international organizations
of the world. 1In the case of the CMEA, a 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, emnhasis is placed on their vast
practical experience in that sector of eronomy or industry which is handled

by the section of the Secretariat for which the expert will work.

Among the Council 's organs there are also three semi-autonomous ones:
the CMFA Institute of Standardization, the Bureau for the Co-ordination of

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

The CMFA Institute of Standardization (set up in 196?) condunts studies
and drafts proposals for the unification of existing and the development of
new standards with a view to facilitating the development of standardization
in the member countries of the TMEA, Tts main activities are concentrated
on theoretical and experimental research concerning the solution of scientific
and technical problems in setting up international standards for machinery
and equipment manufactured in the CMEA region and are aimed at the preparation
of relevant recommendations for the competent organs of the Council
(especially for the Standing Commission on Standardization). Headed by a
Mirector and his deputies, the Institute is staffed by international experts,
technical and auxiliary personnel, and has an advisory council., The DNirector
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and his deputies are approinted hy the Exerutive Board of the CMFA after
their names have been put forward by the Serretary of the CMEA DGecretariat
and agreed upon with the Standing Commission on “tandardization. The

Institute is located at Moscow, 1SST,

Te International Tnstitute for the Fronomic Problems of the wo.rld
Sonialist System (set up in 1970) is called upon to carry out theoretical,
methodological and applicd studier of economic problems faced hy CMFA
countries. Tt also co-ordinates the antivities of rational economin
research organizations and undertakes studies on different aspects nf economic
co-operation and intesration in the CMEA resion. The Tnstitnte, which is
directly subordinate to the Fxecutive Committee, has a Scientifir Council
presided over hy the ™irector of the Tnstitute which meets as often as
necessary but not less freguantly than twice a year. The Mirector and his 1
deputies sre apnointed by the Fxerutive Committee, after their names have
been put forward to the Secretarv of the CMFA on the basis of rerommendations
made by the member countries. Tn selecting the ™irector and his depnties, the
"xecutive Brerd adheres to the criteria of academic competence and takes into
consideration potential nroposals roncerning the order of priority in the
filling of these positions, while ensuring that the individual rountries are
equally represented. e staff of the Tnstitute consists mainly of reaearch
scholars from different CMFA countries specialized in general problems of
economic and industrial development. The Institute is located at Moscow; its

working language is Russian.

Finally, the ™ureau for the Co-ordination of Ship Preightine was created
in 1962 by the decision of the Executive Committee of the CMEA. The Burean
is in fact the permanent executive organ of the Conference of Representatives
of the Freight and Shipping Orsanigstions of the CMFA tountries whirh meets
within the framework of its Standing Commission on Transport. T™e aim of ‘
the Bureau is the improvement of co-operation' between its particivants in ths
field of shipping with a view to a more rational ure of their resnective
capabilities and the co-ordination of activities in the use of world freicht
services. The Bureau has a relatively small staff consisting of the
Nirentor, some experts and techniral personnel. T™e essential nart of its

activities ir connected with providing national shipping organizgtions of

the CMEA countries and interested freighting organisations with up-to-
date information on changes in the world freight market.




Procedural aspects

According to the Charter of the (MEA all member countries enjoy equal
representation in all the organs of the Council. Following the principle
of equality, the resolutions of the CMFA 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 (MWA 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
Organigzation. Thus the FExecutive Tommittee 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 Tixecutive
Committee.

As far as recommendations and decisions are concerned, the Charter
provides that recommendations can be adopted on matters related to funda-
mental probleme of economic, scientific and technical co-operation, whereas

decisions can be taken on organisational and procedural matters.

Recommendations 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 CMFA 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.

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

Closely connected with the question of resolutions, their types and
legal effeots, is the problem of voting and the number of votes required to
have a resolution passed. In the case of the CMEA, the relevant provisions
of its Charter stipulate that all recommendations and decisione can be
sdopted only with the agreement of the member oountries interested, each
oountry being authorised to deolare intereet in any queetion dealt with by
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the Organisation. Recommendations and decisions do not apply to ronntries
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.

T™e basic idea of ~onsen-us amone all interested couvntries 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 Mouncil 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 CMEA may not adopt recommendations or decisions that are
either detrimental to the interests of some countries or purely governed by

the unilateral privileeges of certain member countries.

The manner in which CMEA resolutions are adopted closely corresponds to
that of their implementation. Since M(MEA countries reject the concept of a
supranational body adopting legally-binding decisions, whirh can affect the
autonomous economic development of its members, all the CMFA resolutions
(recommendations in particular) are materialized through nn.ti;mh] 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 CMEA recommendations are gffected by the
Governments through the proper re-distribution of resources within the frame-
work of a national economic development plan and through the system of
bilateral intergovernmental commissions on economic co-operation and bilateral
foreign trade agreements. Starting in the late 19608 an ever-increasing role
in the realisation of the Council's resolutions has been played by specialised
economic and industrial co-operation agencies established by the interested
CHMEA countries.
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Chapter 11

SPECIALIZED ECONOMIC AND INDUSTRIAL CO-OPFRATION
AGENCIES ESTABLISHED BY CMEA COUNTRIES

Classification and functions of the IEciulind g‘c_ucin

Co-opsration experience within the framework of the CMEA organs has
ehown that, in addition to this type of co-operation, it is advisable
and beneficial for CHEA oountriss to poo. their sfforte within the framework
of wmrious types of action-orisnted specialissd agencies. Pollowing thie
idea, the CMEA countriee began during the mid-1960s to sstablish a number
of epecislieed international co-operation ageucies in different esctors
of economy and industry. This process continues as new agencies oome

into being almoet every year.

The majority of specialissd agencies for intsrnational co-operation
set up by ths CMEA countries are active in the field of industrial produc-
tion, although some intsrnational agencies dsal with scientific research
and development or with commeroial and finanoial matters. All these
organisations are based on ths came general principles of co—operation as
those of the CMEA organe, and they employ more or leee similar procedures
and methode. Neverthelsss, there are distinct specific features in the
forms of activity, performanos and etruoture of these specialised agenoies,
depsnding on ths sphers of oco-operation in qusetion. There is also a
numerical diffsrence in the membership. For inetance, the majority of
the CMEA countriee belong to the Organisation of the Co-operation in
Electric and Postal Communications and to the Intsrnational Inveetment
Bank, whereas only a few belong to Intermetal. Moreover, only two countriee
belong to suoh joint-stook oompaniss as ths Poliesh-Hungarian Haldex, and
the Rulgarian-Hungarian Intransmash.

Some speoialized agencise havs been set up pursuant to direct reoom-
mendations by the corresponding CMEA organe (ths Counoil, as a rule, worke
out draft documents for thsir establishment). Othere have been set up inde-
psndently by the oountries concernsd, although CMEA organe receive information on
their activitise. 1In this connexion, a few words ehould be said about relations
between specialised agenciee set up by CMEA oountries and the organs of the CMEA.




As the Comprehensive Programme stipulates, the activities of both existing
and newly-formed organizations for international co-operation, set up by the
CMEA 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 CMEA Secretariat. The agreements usually stipulate that
the agencies will co-operate with the organs of the CMEA as specialized
organizations. When creating specialized agencies, the CMEA member countries
normally introduce into the constituent documenis of th se organizat ions
provisions necessary for the establ ishment of their relations with the CMNEA
Secretariat. But the fact that specialised agencies are set up by the
member countries of the CMEA does not mean that those organizations are
subordinate to, or to be identified with, the organs of the Council as an
international organization. Un the whole, it can be claimed that an ana’ogy
with the United Nations "family" (the United Nations itself and its spe-

cialized agencies) would be fairly consistent.

As regards their nature, functions and legal status, the specialiged
agencies for economic and industrial co-operation in the CMEA countries are
classified into two broad categoriecs interstate economic organizations

and international economic organisations.

The main distinctive featrue of interstate economic organizations is the
somewhat 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
committees, boards, chief aiministrations, etc. There are three general
types of interstate economic organizations: agencies co-ordinat ing 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 intermational economic orgemisations or international asso-
ciations are comoerned, they can be characterised by the fact that they
funotion on a self-financing basis and that the countries are represented

in such agencies by national economic or industrial units and/or organi-
zations (industrial enterprises, trusts, associations, combines, research
institutes, design offices, e¢tc.) subject to civil law. The
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participants in these agenciee retain their full independence as regards
property, organisation and legal etatus. One can eingle out within thie
category of agencies internaticnal joint enterprises or joint-etock companiee.
Both categories of organisations actively participate in organieing the
proceee of industrial production.

A general scheme claseifying all the specialised agenciee establiehed
by the CMEA countriee ie given in Annex ITI. It eshould be moted, however,
that some of the agencies included in the scheme do not fit entirely within
the framework of the categories mentioned above. For instance, INSA
( International Ship Ownere Association) and the International Laboratory
of Strong Magnetic Fields and Low Temperatures are not composed of
governmental bodies as are the other interstate organisations. The participants
are the respective transportation and research organisations from a number
of countries, but, unlike the international assooiations, they do not
function on a self-financing basis. In other words, they occupy an
jintermediate position between the two oategories of specialised agencies.

The main objective of the specialised agencies, irreepective of
their differences in legal etatue and sphere of activity, is to co-ordinate
the efforts of the participating countries aimed at co-operation and joint
economic aotivity in epecific fields of eoonomy, ecience and teohnology,
epecific industrial sectore, eub-sectors, and individual lines of produotion.

In the case of interetate economio organisatione thie means that the
following general functions are performed:

(a) Joint or co-ordinated elaboration of forecaste of the develop-
ment of ecience, technology, production ealee, etc.}

(v) Co-ordination of the technologioal and economic development of
the reepective sectore of industrial productiong

(o) Orgenisation of joint or co-ordinated research and deeign works

(4) Exchange of technical and economic information and mutual
consultatione}

(o) Preparation of technical data needed for the elaboration of
standards primerily for complementary and epecialised productss

(£) Working out appropriate measures to improve the quality of
producte}

(g) Co-ordinatiom of the planned targsts of industrial production
and the joint plamning of the respective industrial sectors,
separate lines and items of produotiong
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(h) Long-term and current co-ordination of capital investments
and *he expansion of induetrial capacities;

(1) Elaboration of co-ordinated measures on the utilization of
idle industrial capacitiee in the participating countries;

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

(k) Regular exchange of information on goods in stock with a view
to a better utilizaticu of existing reeervee and systematic

supplies of components and spare parts.

Depending upon the existing conditions and the neede of participating

countries, the functions listed above may be narrowed down or extended.

The majority of interstate economic organigzations are more or less
similar in structure; a decieion-making body made up of repreeentativee of
the partioipating countries and an executive body (seoretariat, bureau, etc. ).

Decisions on key questions, important to the existence of interstate
economic organizations and determining the principal trends in their
activities, are adopted in aocordanoe with the principle of unanimity by
the representatives of the participating countries. The range of such
questions is usually defined when the organigation in question is founded.
Decisions on other questions within the competence of the managing body
are adopted with the consent of the interested members, and the lack of
interest of any member country does not prevent the othsr countries from
carrying out measures agreed upon by them. Decisions are not valid for

countries which declare a laok of interest in any given question.

To implement the decieions of the managing body, the respective admini-
strative organs of ths countries usually sign so-called "agreements on
implementation”.

Ths budgets of interstate ecomomic orgmmisations are financed from
annual contributions of the participating countries. The total amount of
these oontributions is fixed by a speocial agreement between the participants.

As a rule the oonstitusnt documents of interstate economic organita-
tions contain articlss providing non-member oountries with the opportunity
to co-operate or to join.
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Unlike interstate eoonomic organizations, international economic
organizations, in particular international production associations, operate
on a self-financing basis and cover their expenses out of their own incomes;
but sometimes, especially in the initial stage of their work, their expenses
are met by contributions from the participants in accordance with mutually
agreed arrangements. The agreement on the foundation of an international
production association, along with the articles stating that its income is
to be based on the results of its activity, usually oontains paragraphs

providing for the financing of the orgmnization from participants' contri-
butions.

Peing a relatively new phenomenon in the field of industrial co-
operation among CMEA countries, international produotion assooiations,
as practioe has shown, operate in a narrow, highly-specialised industrial
seotor or sub-seotor, such as the produotion of textile machinery, synthetioc
fibres, etc. Sometimes they handle problems oonocerned with oo-operatioa im
all stages of produotion and marketing-researoh, design, industrial produo-
tion, sales, technical servioing, and tramsportation. Sometimes they deal
with a limited individual sphere: for exsmple, the sphere of researoh or
ealee, or the produotion of an item whioh is in ehort supply. Depending on
the sphere of their activity, international associations may assume such
forms as production assooiations, institutes, research and development
officee, mixed compamies, and irading or servicing centres.

Some of the funotiome of intermatiomal ecomomic organisatione resesbdle
those of interstate ecomomio organisatioms, dut are performed at the level of
industrial enterprises,; research and development institutes, sales and
services oentres; the other functicns are concerned with joint eoonomic
sotivity and co-produotion in individual spheres of teohnology, applied
research and development, foreign trade and services. Such funotions

usually include:

(a) Joint production of machinery and equipment on the basis of
horisontal and/or vertioal specialisation;

(v) Organization and oarrying out of oonstruction works on contraot,
supplies of equipment for enterprises, applied research and
design workj

(o) Co-ordination and organisation of the manufaoture of products
in short supply;

(d) Co-ordination of marketing activities;




(¢) Orgmnisation of services;
(f) Technical assistance to third countries.

In any event, the functions of international economic organisations
are closely tiad up with the national economic plans of the countries
oonoernei. They oan be extended or narrowed down in accordance with
conditions prevailing in a given sphere of the activity of any associ'ation.

'he organisational struotures of international economic organizations
are usually determined by the concrete tasks of each organisation. In cases
where the crganisations are carrying out extensive co-ordinative functions
and handling s wide range of matters, they inolude a managing body, consisting
of representatives of all the members of the association, and an executive
body, the task of whioh is to implement the direotives of the managing body.

Te managing body effects the general management of the organisation on
the basis of the primoiple of unanimity on the decisive questions of the
assooiation’s activity, the range of which is defined in the agreement on
the establishment of a given organisation. The executive body, working in
accordance with the authority vested in it by the managing body, oarries out
the ocurrent activities of the assooiation. As a rule, the constituent
documents of intermational economic orgsnisations stipulate that their managing
and executive bodies should maintain close co-operation with the respective
mational plamning and foreign trade offioces of the participating oountries.

In cases where internmational economio organisations are set up to handle
a narrov sphere of activity, their struoture may be simpler depending on
the tasks defined in the agreement on their foundation.

The fact that the proliferation and development of specialized co-
operation agencies has been most rapid indicates the importance attached
by CMEA countries to this form of industrial and economic co-operation, as
being complementary to the activities within the framework of the CMEA
organs. Although many of these organizations had to overcome different
complications in the initial stage of their activities, useful experience
was accumulated, and optimal methods of practical work were gradually worked
out, as can be seen from the description of some selected specialised agencies

operating in different spheres of economic and industrial co-operation.




—20—

Central Control Board of the United Power Qrid

The agreement concerning this Organization was signed in 1362. The
electric power systems 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 heginning of the 1960swere joined later by Romania and, in
1967, by Bulgaria. The Central Control Board of the United Power Grid
is a specialized international organization with the main task of
organizing and co-ordinating the parallel functioning of oombined power
systems, including the exchange of electrical power. Its headquarters
are at Prague, Czechoslovakia.

The highest organ of the Organization is the Council composed of one
representative from eaoh 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 couniries concerned.

The Council depermines the expenses incurred and each participant contri-
butes an equal share. The routine functioning of the Organization 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 ordor 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 24 110-400
kilovolt inter-grid power transmission lines. The installed capacity of the
electric power stations working in parallel has exceeded 76 million kilowatts,
an increase of 39 per cent over 1971~1975. The mutual supplies of
electricity in 1671-1975 reached 80,000 million kilowatt-hours, including

electricity supplies in cases of emergency. 3

Co-operation in energy supply is being extended through the construc-
tion of 400-kilovolt and 750-kilovolt power transmission lines and 3 sub-
stations (Vinnitsa in the western part of the Ukrainian SSR, and Albertirsa in
Hungary) by the countrries concerned. Their total transmission capacity will be
will be about 2,000 megawatts. Onoe commissioned in 1980, they will permit

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

of 205,000 megawatts. The USSR will supply through these facilities

6,400 million kilowatt-hours of eleciricity to Hungary, the ferman Nemocratic
Republic and Csechoslovakia. When the lines are put into operation, the CMEA
countries will save 1.6 million kilowatts at power statione by rendering
mutual assistance during peak load periods which differ in each country.A’/

Organisation for Co-operation
in the Ball-Bearing Industry

The agreement on the oreation of the Crganisation for Co-operation in
the Ball-Bearing Industry was signed in 1964 initially by Bulgaria,
fseohoslovakia, the German Democratic Republic, Hungary and Poland. Later
Romania and the USSR acceded to it. 'The general aim of the Organisation is
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 headquarters of the Organigation are at Warsaw, Poland. The main
organ is the Directorate, composed of one representative from each member
country. The Directorate may pass decisions, which are taken cnly with the
consent of all contracting parties. The decisions enter into effect only
if thay are net rejected ' within the following 30 days by the competent
ministries of the parties concerned. The executive organ is the Secretariat
of the Directorate, composed of the Director of the 3ecretariat, his deputies
and the requisite number of specialists and teohnical personnel.

T™he main duty of the Organisation is to regulate specialisation, and
co-operation, in produotion and to maintain an international contingency
reserve of ball bearings of different types. Before the Organisation was
set up, the majority of CMEA countries had to manufacture anti-friction
bearings in small quantities, although it is a known fact that only mass
production is eoonomically feasible. Moreover, several ocountries were
manufacturing anti-friction bearings of the same type and sise, although
they could not produce sdequate quantities of other types and sises of
bearings. In addition, the demand for certain types and sises of bearings

4/ mid.
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in some of the countries is extremely high, whereas demand for other bearings
ic low (a few hundred, for instance). Tn order to eliminate existing
discrenancies, the Crganization 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
roncentration of the manufacture of these bearings in one country would be
unfeasible. 0Nf 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,

By the mid 19708, the efforts of the Orgimization 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
averase world rate of 7.2 per cent for approximately the same period of time.
fixpanded output and mutual deliveries have helped to meet more satisfactorily
the demand of CMEA countries for bearinss. In 1964 the mutual deliveries of
anti~friction bearings amounted to 17.6 million pieces, in 1975 they soared
to ahout 54 million and in 1980 they are expected to top 71 million pieces.
Compared with the 1975 level, mutual deliveries of anti-friction bearings by
the members of the Organisation will show an increase of about 31 per mm‘t.i

Intermetal

™is specialised agency was established by Csechoslovakia, Rmgary and
Poland in 1964; a year later they were joined by the German Nemocratic
Pepublic, Bulgaria and the USSR. Yugoslavia and Romania signed an agreement
on co-operation with Intermetal, in 1968 and 1970 respectively.

Intermetal is an automomous specialised imter-state orgmmisatiom.
It weas founded with a view to providing a better aad more efficieat ocoverage
of CMEA countries’ requirements in iron and steel produots through new forms
of co-operation and a more ratiomal usage of productive capacities and
upgrading technoclogical smd e-omomic levels of production. The maim limes
in the work of Intermetal are:

3/ Idd.
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(s) Co-ordinated exchange of iron and steel produots;
(b) Specialized production of rolled stock and pipes;
(c) Joint construction of workshops to produce selected iron and steel

products;

(d) Exchange of experience and information concerning current problems

in ferrous metallurgv.

Intermetal is located at Budapest, Hungary. The highest organ of the
Organization is its founcil, Wember countries are represented by delecations

compnsed -of three representatives, each deleration havine cne vnte. The
Counril 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 rountries. '™e rhiefs
of the delegations of the memher countries have to inform the ‘ouncil about
the progress towards realizing the resolutions adonted by the Council.
Intermetal ’s executive organ is a bureau composed of a Dirertor, his

deputies, experts, and administrative and technical staff.

With the establishment of this Orpanisation, rolled stoerk and other
metal products have been exchanged by asreement on planned deliveries
through quarterly wholesale exchanges. 'The Tntermetal's bureau assists in
arransing 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 realize their surpluses of semi-finished and finished
products quickly and to utilize temporarily idle production capacitiea. The
consumers, on the other hand, can receive the types of rolled stock they
laok from other countries in approrximately the same time as they would need

to place the order in their country.

As a remsult of Intermetal'’s efforts in the expansion of the iron
and steel industries, the mutual deliveries of ferrous products (rolled

stock, pipes, pig iron, steel ingots, etc.) rose from 780,000 tons in 1964
to approximately 3 million tons in 1975,6 and the countries have made muoh
better use of their rolling mills.

Intermetal has oontributed to the conolusion of an agreement between
the USSR and Bulgaria, under which the Kremikovtsi iron and steel works

6§/ See "Foreign Trade", No. '8, 1976.




deliver 90,000 tons of bar stoock to the USSR every year in exchange for
metal products. igreements on the specialisation of pipe produotion have
been passed through Intermetal involving Bulgaria, the Osrman Democratio
Fepublic and Poland, as well as between Csechoslovakia and the (erman
Democratic Republio.

At the beginning of the five-ysar-plam period for 1976-1980, Intermetal
elaborated a number of proposals on the joimt oconstruotion of metallurgiocal
produotion capacities by imterested mesber ocountries in order to expaad
the output of certain types of produots, whioh are at present in short
supply. In acoordance with these proposals, the German Demooratic Republic
intends tc construct a plant for the production of stainless and acid-
resistant steel in co-operation with Bulgaria and Hungary. In Bulgaria,

a production line for canning sheet-metal will be constructed jointly by
tte German Democratio Republio, Bungary, Poland and the USSR. In Poland,
a seoond plant for the production of transformer sheet steel will be
constructed by Bulgaria, Hungary and the German Democratic Republic.

Azonesh
The Organisation was met up in 1964 as a joint Bulgarisn-Bngeriem

company; in 1968 the Soviet Union joined Agromash, followed ten years later
by Csechoslocvakia.

The Organisation's headquarters are at Budspest, Hungary, with bramches
in the capitals of the other three ocuntries. It is finanoed direotly by
equal contributions from the partioipating oountries. The income derived
from the sale of agricultural msachinery and equipment (with the deduction
of a certain portion in compensation for Agromash's cverheads) is shared
equally by the partioipamts. As far as Agromash's organisational structure
is ooncerned, it has a Board composed of the representatives of the parti-
cipating countries. The decisions taken by the Board enter into effect
after they have been acoepted unanimously by the participants. The
executive organ of the Board is the Buresu, headed by the Direotor, who is
supperted by two deputies, some experts and technical personnel.
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The main purpose of Agromash is to co-ordinate the technological
development, production and sales of machinery used in vegetable, fruit
and grape cultivation. Its taeks also include the co-ordination of
research and development activities carried out by pertinent national
organizations and the promotion of specialized production and co-operation

smong the countries in producing agricultural machinery.

e of the initial problems of Agromash was to eliminate duplication
in the production of farm machinery. ™uring the late 19608 some 60 per
cent of this production was duplicated in each member country, thus meking
large-soale production unfeasible and preventing enterprises from introducing
technological improvements. Serious efforts were made by Agromash to
promote the redistribution of production programmes among the participants
and, at present, some 50 types of machines are being produced by specialiged
manufacturers, thus helping to reduce duplication to 25 per cont.l/

Rfforts in this direction will be continued. The Agromash member
countries have ooncluded agreements on specialisation in the production and
mutual delivery of 62 types of machines from 1976 to 1980. If compared
with the preceding five-year-plan period, the expected result will be a
three-fold increase in mutual deliveries of agricultural machines. Agromash
is to pay greater attention to the development of efficient standardized
machines for the oultivation of vegetables, stone-fruit, nuts and grapes.
Separate standardized 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 oountries oonoerned will oontinue joint work on six problems
oovering 37 research topics. Bulgaria will act as co-ordinator for nine
topios while Hungary and the USSR will oco-ordinate the work on thirteen and
seven topios, respeotively.

At the present time, as & result of the work carried out by Agromash,
some sets of machines have been developed, inoluding tomato harvesiers, a
line for harvesting and sorting oarrots, a line for harvesting cucumbers,

& combine harvester for pioking peas, snd grape harvesters. The introduc-
tion of these machines has helped mechanige horticulture and the produotiun

1/ See "Foreign Trade", Fo. 7, 1977.



nf veretables, thus raisins considerably labonr productivity. For instance,
the use of a power-driven tomato harvester has increased labour productivity
five times over that of hand picking procedures; the use of a carrot

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

Interkchim

The agreement on the creation of an international organization for
co-operation in the field of small tonnase chemical production, Interkchim,
was signed in 1969, e oriecinal members were six CMEA countries; Romania
accedad in 1970, and Yugoslavia in 1973,

The purnose of Tnterkchim is to promote the co-ordination of plans
for production, specialization and co-operation, the more rational use
of productive canacities already in operation and of those under consiruc-
tion, the further development of mutual deliveries and full supply of the
member conntries in this particular field. Tt specializes in such products
as synthetic dyestuffs, chemical materials for the textile, leather and
paper industries, plant protecting chemicals, admixtures for polymerin
materials, etc.

Tnterkchim's headquarters are at Halle/Saale, the ferman Memocratic
Tepublic. Tt has as its main organ a Mouncil in which each member country
is represented by a delegation composed of up to three members, each dele-
gation having one vote. The founcil of the (Organization can take decisions
only with the agreement of oontracting parties which declare their interest
in solving a given problem. Decisions of the Council from which obligations
may result for the contracting countries enter into effect (automatioally)
50 days from the signing of the minutes of the pertinent meeting of the
Council, if during that period no objection has been raised by a contracting
oountry. This notwithstanding, such a deoision enters into force only in
relation to the rest of the intereated oountries.

The executive organ of the Organigation is the Direotorate, with a
Director, his deputies, specialists, and administrative personnel.

Turing the first years of its existence, Interkchim oconcentrated

mainly on the elaboration of long—-term programmes for the production of




chemical materials, as well as on the promotion of milti- and hilateral
talks concerning the construction of new plants and mutual deliveries among
participating countries. One of the results of Interkchim's activity was
the elaboration of a lons-term procramme for the development of pesticides.
In the rurrent five-year-plan period, the Tnterkchim member countries will
build 61 operational plants for the production of pesticides and reeonstruct
13 plants. It is assumed that the resulting output of pesticides hy 198N
will show an increase of approximately 50 per cent, reaching about half a

8/
million tons.~

Within the framework of Interkchim, a number of agreements was drafted
for 1976-1980 and up to 1990 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 asreement on the construction of new plants for the production of
synthetic dyes and organic semi-fabricates. Tt is estimated that bv 1980
the fulfiiment of the agreement would bdring about an almost five-fold
increase in the delivery of dyes and auxiliaries to the textile industries
in the CWEA countries in comparison with 1970.

Qrmnisation of the Common Wagen Pool

The agresnent on the establishment and joint exploitation of the
Common Wagon Pool (ONP) came into effect in 1964. MNembers of the Pool
are Bulgaria, Czechoslovakia, the German Democratic Republic, Hungary,
Poland, Romania and the USSR, The puprpose of the organisation is to
reduce the circulation of empty freight cars in international treffio
between and within the CMEL member oountries. Another purpoes is to make
greater use of internationsl reilway linee, as well as border statione and
marshalling yards,

The CWP Council was set up to solve questions related to the joint
utilisation of rolling stook. The Counoil consists of the representatives
of each of thememdber oountries (one from each oountry). It takee
decieions with the consent of all the representatives. The functions of

y m.’ P 3.




standing secretariat are exeouted by the Bureau for ths Exploitation
of ths Common Wagov Pool, composed cf a Director, his deputies and the

necessary number cf speocialists, supported by technical and servioce
personnel.

Te Common Wagon Pccl comprises rolling stook contributed by
the partioipating countriss. Initially it had about 95,000 freight oars.
At ths beginning of 1976, however, the Pocl had more than 270,000 units
(caloulated as bi-axial freight cars), an increase of 180 per oent. m
1964 the avsrage daily rate cf freight oars returned to the Pcol was
8,400 items, whereas in 1975 it had increased tc 31,600 items, i.e. nsarly
four-fold. During the first tem ysare of ths Pocl'e sxistemce (1964-
1974) the freight carried by the oare of ths Pool exceeded 955 millicn toms,
including 385 million toms of freight for foreign trade. The Pocl has
helped oconsidsrably to reduce empty rums and tc accelerats freight—ocar
turnover. It has sased tension on the linss amd has emadled the countriss
40 rationalise frontier relcading on international lines. This is of

special importance to CMEA countries since more than half of their foreign
$reds is shipped by rail.

Ealdex

Haldex vas established in 1959 at Katowioe, Poland, im order to process
the Mape of dirt rook and extract coal on the basis of a licence developed by
Maagerian specialists. Slag heaps in Poland containm a large peroentage

of coal (from 10 tc 20 per ceat) and other ecomomically valuabls rev materials.

Hungarian experts have invented an effsotive methcd of extracting coal from
such dumps, using the ressining rook tc producs cement and construction
matsrials. After negotiations between the two countries, an agreement was
signed on the sstablishment of & joint-stock company. Bach side put up

50 per oent cf ths capital, and thus share property and profits equally.
The snterprise is governed by the general meeting of the shareholders, ite
Control Commiseion and the management. FRepresentatives of both sides take
part in all these bodies on an equal footing. The Control Committee and
the management are mads wp of an equal nusber of Hungarisn and Polish
representatives. Sinos it is located in Polamd, Haldex is governed by

9/ Ivid., p. 35




Polish laws and enjoys the same rights as a Polish mining enterprise.
Decisions in Haldex bodies are adopted unanimously by the representatives
of the two sides. Should the parties not be able to come to an agreement,
matters are submitted to a bilateral Hungarian-Polish intergovernmental

oommission on economic, scientific and technological co-operation.

Since the start of its operations, Haldex has processed 35.2 million
tons of ooal waste, extraoting about four million tons of coal therefrom.
In addition, it has produced materials which are used to refill the pits.

Today the activities of Haldex 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 areas
of Poland.

Intertextilmash

Intertextilmash is one of the international associations more recently
founded by CMEA countries. The agreement on its establishment was signed
in 1973 by the representatives from Rulgaria, Czechoslovakia, the German
Temocratic Republic, Rungary, Poland, Romania and the I1ISS5R.

Its main purpose is to keep the member countries as fully supplied
as possible with high-quality textile machinery, equipment, components
and spare parts. To that end, its tasks include the promotion of co-operation
in production based on horigontal and vertical specialization, common research
and design work, marketing and the organisation of joint teohnical maintain-
ance and servioing.

The head office is looated at Moscow. The Association encompasses
about 18 national production assooiations”in the field of the textile
machinery industry, as well as a number of major produotion units and
design bureaux of the participating oountries. Several subsidiaries
responsible for techniocal maintenance have been established in the CMEA
countries. All the Association's members funotion under the national
legislation of their respeotive countries, on their own behalf and on their
own responsidbility. While partioipating in the Association they retain
their property, struotural and legal independence.

*As of September 1978.
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The Association's governing body is the Council oomposed of the
reprassntatives of national eoonomio organizations. Eaoh couniry has
ons vote irrespective of the number of national organizations represented
in the Council. The operations of the Assooiation are handled by the
Director-General, who is appointed by the Council. The Direotor~(eneral
performs his duties based on the principles of one-man management and in
accordanoe with the terms of reference defined by the statutes of the
Assooiation and the deoisions of the Council. The Director-Gsneral is
supported by several deputies and the ohiefs of the subsidiaries. The work
of the management of the Assooiation is oontrolled by a speoial aunditing
commission, the members of which are assigned to it by the Counoil.

T™e Association as an economic entity oncrates on a self-financing
basis. Te Association's authorized fund /5 million transferable roubles
in 10'751‘"'\ is used tn sunprrt its economie a~tivities. The membars from
each novntry make eqal rontribvtions to the fund., The size of the
anthorized fund may be in~reased with dues regard for the experience gained
snd the nrosnects for developinc the Asanciation and its branches. The
Areoaiation mayv alan be financed by using bane ~redite extended by the banks
of individual memher rountriea or "EA internstional banks (IRE", IIR).
The in~ome ~f tha Agsociation is mostl: ~empoced of receints from its
direct eccnomic activities, including those from servicins subsidiaries
as well ae from its t;esea.rch and development activities. The Association
~an sell the prodnnta manufactured by its participents on the marksis of

third coomtrier.

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

For instance, Intertextilmash has prepared nrogrammes for the construc-
tion of a plant to manufanture needles and needle plates for knitting
machines, an well as a factory for the manufacture of components for spinning
frames and looms. The planned annual output of the latter is estimated at
75-30 million transfersble roubles. Within ite framework the Association

10/ See "Fconomir "o-operation of the "MEA Countries", No.6, 1976, p. 84. .



has developed a multilateral co-operation acheme in the manufartire of
pneumatic and rapier looms. Te introductior of AT rapier loomes ~oupled
with the reconstructior of the weaving shed of the mill at “ensersdorf,

(PR, has helped to double labour productivity »nd to lower rroduction rosts,

Tnternrational Shipowners Associatinn

The International Shinowners Association (TW3A) was set un in 1270,
Its membership includes the shipowners asenries and organizations of
Rulraria, Cuba, Czechoslovakia, the Jerman Temocratir Republi~, Huncary,

Poland, the USSR and Yugoslavia, as well as Tndia (since 197/),

The entry of the Tndian Vational Association of Shipowners intn the
INSA is the first case of a develoning rountrv heing arcorded memberghin
in an international snecialized apency of the ("MRA cowntries. ''pon
Joining INSA, the Tndian Association was ~ranted a 50 per cent discount
on its membershio dues. The same discount is to be grsnted to other
developins countries willing to join INSA, thus creating favourable
opportunities to increase the particination of develonine econntries in

werld shipping.

Durins the siv-year period of the Association's activities, the overall
tonnage of its merchant fleet has increased from 7 million tons dead weisht
to more than 22 million tons dend weight. At the berinning of 1974, 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.

The main purpose of the Association is to promnte the co-operation of
its members and to secure their interests in world shipping, in particular,
in the field of technical, operational, juridicial and meneral commercial
problems. (ne of the important tasks nf 1INSA is the preparation of
various kinds of shipping documentation.

The headquarters of INSA are located gt "dynia, Poland. Tte main
organ is the General Meeting called once every two years. The feneral
Meeting sums up the results of the work of the Association, outlines work
programmes for the following period, elects the President of the




Table 1. IMSA: Breakdown of dead weight tonnage

Compmiou/Shipmmorl' Associations | Dead weight tonnage| Dead weight tonnage

(country) (in thousand tons (per oent)

1. Bulpﬂm merchant fleet 49705 2.2
(Bulgaria)

2. Empresa de navigaoifn 323.1 1.5
mambisa (Cuba)

3. Celkoslovenske namorny 146.2 0.6
plavba (Csechoslovakia)

4. Hungarian Steamship Lines 47.9 0.2
(Hungary)

5. Deutschfracht/Seereederei 1,212.5 5.5
(German Demooratic Republic)

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

7. Polske linie cceanione 725.1 3.3
(Poland)

8. Polska segluga morska 1,760.2 7.9
(Poland)

9. Association of Soviet 11,518.7 51.8
Shi powmers (USSR)

10. Yugoslavian Association of 1,901.7 8.6

Shi powners (Yugoslavia)

Total 22' 22507 100.0

Source: '"Eoonomio Co-operation of (MEA Countriss", No.1, 1977, p.91.

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

the standing commissions, the ohairman and the members of the auditing com-
mission. The exscutive organ of the Assooiation is the Council, whioh
functions during the period between the two General Meetings. The Seoretary-
General of the Council together with the members are appointed by the
President of the Association. The Council oconsidsrs the results of the
standing commissions' activities and approves their recommendations.

Each shipping organisation partioipating in the work of the Association

has the right to oooupy one place in ths Council.
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The main operational organs of the Association are the six standing
commissions (on documentation, on containers, on legal problems, on
liquid and ury cargoes, etc.). Each member of INSA 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 fentre was signed
by the CMEA countries in 1969 during the seoond meeting of the Heads of
fommittees and Ministers of Science and Technology of the respective
countries,

The basio tasks of the Centre may be summariged as follows:

(a) Working out an international system of scientific and
teohnologioal 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;

(¢) Tesuing informative publicationsi

(4) Conducting research in the field of theory and practioce
of soientifio and technologioal information, in
partioular, the working out of forms, methods and
organisation of information;

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

(f) Co-operating in the formation and perfeoting of skills of
personnel for national bodies dealing with soientifio and
technologioal information.

The organieation is looated a4 Mosoow, USSR. TIts policy-meking
organ is the Committee of Plenipotentiaries oomposed of representatives
of each member oountry, each having one vote. The Committee mests at least
once a year. These seesione are chaired by the countries’ representatives
in turn. The Committee spprovee the Centre's work programmes and budget,
and appointe the Director and his deputies.
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Necisions adooted by the Nommittee with regard to the functioning of
the Centre come into effect the day the protocol on the respentive nro-

ceedings is signed,

Tn decidin~ upon matters pertainin~ to the Centre's activity and upon
recommendations connected with co-operation between national scientific
information bodies, anv country which is not interested in the matter under
diprnssion can make an appropriate statement and thus not be bound by the

decision taven.

"he Mirantor runs the Mentre and renresents it in its relations with
nther institntions. He sees that the Centre overates accordine to its work
proeramme, co-ordinates its activities and supervises the work of the
lentre's Acndemic founcil, ™e DNirector is emnowered to issue orders and
endorse standards definins the Nentre's activities. HWis devuties are
responsible for definite fields of work accordins to the ‘entre's organize-

tional strneture.

I'nder the Mirector, the Academic “ouncil acts as a consultative body,
It reviews nlans for research work, considers matters related to the
pnblication of scientific napers, decides on research projects carried out
by the "entre and makes proposals on co—ordinating the activity of the

eantre with nther institutions,

Te Centre is financed from annual contributions on the part of the
participatine countries (they are defined in a separate protocol) and
from revenue received by the fentre for services rendered. Tn the budget,
the necessary sums may be allocated in transferable roubles and in
convertible currency for purchases and other expenditures. Revenue
accruing from research and development work conducted by the Centre in
accordance with jointly-financed programmes is shared by participating
countries. Other services provided by the Centre are paid for at the
rates set by the (ommittee with a view to making the fenire 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

connexion with joint inventions.

™iring the first years of its activities, the Centre established

contarts with other international orpganizations. It now maintains close




relations with "MEA specialized agencies as well as with some members
of tha thited Yations family, such as FCE, UNESCH, YHO, PAN, etc.,
eapine them informed as to the Mentre's programmes and methodn of worl,
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Chapter III

BILATERAL ECONOMIC AND INDUSTRIAL CO-OPERATION BETWEEN CMEA COUNTRIES

Multilateral methods of co-operation within the framework of the CMEA
are olosely connected with the system of bilateral ties between the eoono-
mies of the CMEA member countries. Historically, bilateral economic co-
operation was the first form of co-operation between the CMEA oountries:
in the course of time, this was supplemented by the system of multilateral
connexions, and now both forms are oomplementary. B8oth 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 CMEA is based on oombining bilateral and multilateral aspects
of co-operation. For instanoce, recommendations adopted by the Council are
applied by countries along bilateral lines: the countries implement these
reoommendations by oonocluding bilateral trade and other conomic agreemements
on reciprocal deliveries of goods, oo-operating in the expansion of raw
material and fuel outputs, or by introduoing vertical and horizontal
specialization in the produotion of machines and equipment. At the same time,
practioe 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 speoialized agenoies.
Constant interaction between the two forms of co-operation raises the
efficiency of the whole system of international economic and industrial oo-
operation within the CMEA,

At present, the main role in respsct of bilateral co-operation between
the CMEA oountries is played by intergovernmental bilateral ocommissions on
economic, scientifio and technologioal co-operation: these are standing
bodies and embrace almost all CMEA ocountries. The ma jority of these
commissions were set up between 1963 and 1970, and their number has since
increased to more than forty.

The main task of intergovernmental bilateral commissions and occasionally
of the committees) is to derive and exploit to the full all the potentials
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offered by ths division of labour and economic oco-operation between the

two oountries involved,and to help them to draw closer to eaoh other in

eoonomic c¢erms. To this end, bilateral intergovernmental commissions

examine questions of co-operation whioh arise in the oourse 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,govornments conclude a special agreement on setting up a
bilateral commission in which the competence, tasks, structure and
prooesdures of a given oommission are stipulated. To ensure that the work
of the commission is 1linked with overall multilateral co-operation among
CMEA countries, the agreements contain paragraphs which provide that
bilateral commissions will take into account recommendations and decisions
of ths CMEA organs.

The composition and procedures of the bilateral commissions establ ished
by CMEA countries vary greatly acoording to the intentions and concrete
sconomic conditions of the parties involved. However, despite the absence
of standards in organigzational set-up and decision-making power of bilateral
oommissions, it should be noted that, as a rule, bilateral commissions are
ohaired by two co~chairmen (one from each country) whose rank is not less
than that of the Deputy of the Prime Minister. Within the framework of these
oommission, the two participating countries exchange liaison groups attached
to national economic planning bodies and other administrative organs dealing
with industrial development and foreign trade. The decisions of bilateral
oommissions are oonsidered to be adopted when both parties agree theretog
they enter into effect on the day that the protocol of the commission
meeting is signed, provided it does not contain any special reservations.
For instanoe, either party can stipulate that a decision is to be approved
by pertinent national bodies. In that case, the decision oomes into effect
only aftsr such approval has been secured. Either party can refuse at its
own discretion to participate in the commimssion, provided it gives the other
party at lsast six months notice thereof.

As alrsady mentionsd, one of the important functions of bilateral
ocommissions is the co-ordination of national soonomic plans. Usually bi-




lateral oommissions handle the co-ordination of five-year economic plans
and that of annual plans for industrial production, espscially in sectore
whioh export their products within the framework of bilateral trade
agrssments. A relatively new sphere of bilateral commissions' activitiee
is the eo-called jcint planning of industrial production.

As far as ths co—ordination of five-year plans is ocncerned, the
machinery for conducting this work functione along the following lines.
Within the framework of the Counoil, CMEA countriee agres on the time period
for their five—year plans and on their oo-ordination with the CMEA organe.
In acoordanoe with these arrangements, a co-ordination programsme covering
the plane for ths period in question is slaborated and approved by the
bilateral intergovernmental commiseions. This providss for the main kinds
of work, methode, forms and terms of its implementation. It ehould be noted
that the speocific contente and dstaile of the dilateral co-ordination
programmes are agreed upon direotly by the central planning authorities of
the countries involved.

The subsequent work ie oarried out in two stages. During the first
otage, the central plamning authorities, jointly with ths ministriee amd
othsr agenoiee, determins and agree upon prinoipal aress of co-operation
and define waye for the aoceptable solution of the problsme faced in ths
oourse of eoonomic development. They ascertain tentatively the poseibilitiee
for the mutual delivery of goods and formulate proposals for speocialisation
and oo-operation in production. During the seoond etage, these organisations
work out speoific terms and oonditions of co—operation for a five-year
period, including terms of trade, produot-mix, dsadlines for mutual dsliveries
of goode, eto. In accordance with draft five-ysar economio development
plans, targete are tentatively planned for the production of export items
(rev materials, machinee, equipment, ocomponents, fusl, foodstuffe, eto.).

Thie co~ordimation of development plane on a bilateral baeis ie
formlised, by ths heade of the oentral planning agenoies, in protoools,
on the baeie of which foreign trade ministries conolude irede agreements
for the period oo-ordinated. Ths understanding reaochsd by members of the
bilateral commieeion is formally incorporated in the oonclusion of
agreemente and treatiee. Depending on ths oharsoter of the problems,
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these agreements may be oonoluded at the governmental level or between
oompetent economio or industrial organizations.

In order to solve the most complioated problems of sconomic co-
operation, CNEA bilateral .ntergovernmental commissions started to
experiment at the beginning of the 1970s with joint planning methods in
selected industrial sectors and, sometimes, selected linss of produotion.
Joint plamning is carried out on the basis of the provisions of the
Comprehensive Programme for the further extension and development of
esoonomio integration among CMEA msmber countries, whereby the countries
retain national sovereignty over their respeotive productive oapacities
and resources. Thus, the indepsndence of internal eoonomic planning is
assured.

T™e objectives of the joint planning oarried out by the bilateral
commissions is to oombine the partners' sfforts so as: to achisve, as
quickly as possible, advanoed soientifio and technologioal results; to
inorease labour productivity; to ensure favourable conditions on the
world market; and to meet the partners' dsmand for products in short
supply in seleoted industrial sectors and production linss.

These objectives are achieved through the oomprehensive solution of
problems whioch enoompasses the joint planning and preparation of produotion,
ths sstablishment of respective industrial oapacities and, finally, ths
guaranteed sales of produots.

In this oonnexion, the main emphasis in joint planning is plaoced on
the joint oonduct of researoh and development, the co-ordination of
technological policy prinociples, the oombination of efforts and resouroces
of both partners in developing produotion on a modern teohnologioal basis,
and the preparation of agreed produotion programmes for the joint manu-
facture of planned products, and the establishment of quantities and terms
of delivery for the items produced.

Joint planning oan be undertaken for any period of time that oan be
economiocally justified and agreed upon by the partners; it can vary in
the different sectors and produotion lines seleoted.
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Over the past few years, the bilateral intergovernmental commissione
have conoluded a number of agreements on joint planning for oertain typee
of machine tools (in particular digital-control programming equipment),
oontainer systems, computers, ball-bearings, and chemical products. The
planning bodiee of the CMEA countriee working in bilateral ocommissions
have acquired oonsiderable experienoe in joint planning, thus enabling
them to improve the praotioal application of this method and, in partiocular,
to teet more flexidble forms of oco-operation at the enterprise-to-enterprise
level.

Another important function of the bilateral intergovernmental commissions

is their promotion of long-term trade agreemonts concluded by commiesion
partners.

Since a centrally-planned eccnomy determinee the organisational form
of the CNEA oountriee' foreign trade (whioh is based on the principle of
etate moncpoly), long-term agreements are oonoluded on the basis of
co~ordinated national economio plane and are clcsely interlinked with
these plans.

In the main, trade agreements etipulate the range and quantities of
goods for mutual delivery and the obligations of both parties to deliver
oertain quantities of goods by speoified deallinee. Liste of goods
appended to the trade agreements are updated in annual protocols on the
mutual delivery of goods, On the basis of long-term agreements and
annual protocols, foreign trade organisations in the respeotive ocountries
conclude commeroial deals and ocntracts trom whioh etem mutual cbligations
and financial responsibility governing the delivery of goods.

In this oonnexion, the competence of bilateral intergovernmental ocom—
mieeione is to draft such agreemente and to submit them to the respective
Governments for approval. In the oourse of the implementaticn of these
agreements, the bilateral ocommissione supervise how the parties fulfil their
obligations (especially those stemming from annual protocols on mutual
deliveriee) and promote on-the-spot solution of any problems vhich may

arise. In thie respeot, a great amount of work is done by liaisom groups,
whioh maintain oconetant links with foreign trade organieations mmd industrial
ministriee responsidble for the realisation of commodity contracts.
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In ocarrying out their tasks, the bilatermsl intergovermmental
commissions resort to a mumber of legal dooumsnte prepared on a multi-
lateral baeis within the framework of the OMEA organs (in partioular,
within the OMEA Standing Commission for Poreign Trade). Among these
dooumsnts a mjor place is ocoupied by the General Conditions Governing
Delivery of Goods among Organisations of CMEA Nember Countries, whioh
stipulate the main terms of foreign trade purchase and sale deals, lay
s logal basis for setiling disputee between the two sidee, and provide
guidelines for concluding commercial contraots. Closely linked with the
General Conditions of Deliveries are the mainprovisions of more specialised
documents, such as the General Conditions Governing the Technical Main-
tenance of Machinee, Equipment and other Goods Delivered among
Organisations of the Countriee of the CMEA Authorised to Make Foreign
Trede Transactions, the Genersl Conditions Joverning Assemdly and other
Techniocal Servioes Connected with the Delivery of Machines and Equipsent
among the Organisations of the CMEA Nember Countries, and the General
Principles Governing Supply of Spare Parts for Machinee and Equipsent
Delivered in Mutual Trade among CMEA Nembder Countriee and Yugoslavia.

Besidee the CMEA doocuments pertaining to bilateral oo-operation
among the oountries, bilateral and multilatersl relations are comdined
in one other seotor:s intermatiomal financial institutioms eetablished
by CGMBA oountries and the mltilateral systes of paymemts.
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f!hanter 1v

INTEWATIONAL, FINANCTAT, AGENCI®S OF THE CWREA CAINTRIFS

International Bank for FEconomic “o-operation

Refore 1919, the rear in which the Council for ™tual Teoncmic
Arsintance was established, settlements amon~ the centrallv—plannaed
eroromies of Fastern Furope were effected through bilateral clearing
accounts in various currencies. At the hesinning of the 175MNs thase
countries switched to lons-term trade acoreements and, in the sphere of
settlements, to bilateral rlearing in rouhles. 'This system of settlements
enabled the conntries to clear their mutual requiremente without utilizing
convertihle currencies or gold. However, in the course of expanding their
matual trade, the MFA countries encountered difficulties with regard to
the balancing of bilateral sattlements. Since the clearing currency could,
as a rule, only be used for bilatera]l settlements, the positive bhalance
achieved in transactions with one country wouvld not be used to repav a

negative balance incurred with another country.

In order to counter these restraints, the CMEA member countries
concluded the Asreement on Multilateral Clearing in 1957. Under this agree-
ment, the settlements for goods, delivered over ani above bilateral trade
agreements, we~e carried out through a special clearing house on a multi-
lateral basis. However, as the payments for a greater part of the mutual
trade were still effected through bilateral clearing accounts, the
difficulties encountered in settling those accounts were not significantly
reduced. 1In 1963, in order to improve the situation, the Qovernments of
Bulgaria, ‘zechoslovakia, the German Memccratic "epublie, Hungary, Mongolia,
Poland, Tomania and the USSR conoluded an agreement concerning multilateral
settlements in transferable roubles and the establishment of an International
Bank for Fconomic fo-operation (IRET). (uba joined the Bank in 1974.

TBFC has been onfruntod with the following tasks:

(a) To undertake multilateral settlements in transferable roubles;

(b} To advance credits for financing foreigm trade and other
operations of the member countries of the Bankj



Y (e} To attrant and veep non-comritted funds in trannferable ronhles;

{d) "o attract gold, freely convertible and other currencias from
the member countries of the Bank, as well as from other
courtrieas, and perform other overations with gold, convertible
and other currencies;

{e¢) ™ nerform nther bankinc operations correspondings to the »ims

and tasks of the FRank,

e authorized capital of IB7" is established at 3.4 millicr
trennferabla roubles.-ll/ The subscrintion quotas of the member nonntries
in thia capital are determined in rroportion to the speci fie weisht of
each rcountry's export volume in the trade nf thess countries, and are

ertablirhed as f~1lown:

Table ?. ubhsacrivtion quotas of 1B member countries

fonntry M1lion transferable rouhles
Nlgaria 17.0
MNiba AA
"sechoslovakia 45.0
farman Temocratic Repubdblie 58N
Hungary 21.0
Vongolia . 3.0
Poland 27.0
Romania 16.0
ussn 116.0

Ry 31 Tecember 1976, the paid-up part of the suthoriszed capital of the
s Rank constituted 410 per cent of the subscription quotas, 20 per cent being

in transferable roubles and 20 per nent in convertible currencies and
‘01‘0

11/ The official rate of exchanse: 1 1'S dollar = 0.754 transferable ronbles.

_1_2/‘ See Wiltilateral System of ts in Traneferable Roubles of the
Member H




The highest authority of the Bank is ite Council. It is responsibdle
for the general management of the Bank's activities. The Council is
composed of representatives from all member countries of the Bank, each
of whom is entitled to one vote irrespective of its share in the capital
of the Bank. All decisions of the Council have to be adopted unanimously.

The Council of the Bank approves, upon proposals submitted by the
Board, credit and other plans of the Bank; determines principlee for the
planning of credits and resources, as well as for crediting and other
banking operations; and sete intereet rates on creditis, deposits, current
and other accounts in transferable roubles. The Counoil also authorises
the establiehment and liquidation of branohes and representative offioee
of the Bank; determinee the struoture, the staff appointment schedule, and
the administrative budget. One more important function of the Council is
to establieh businese relations with the banks of member couniries and with
international finanoing and banking organisations.

The Board of the Bank is the executive body in oharge of the immediate
management of day-to-day aotivitiee of the Bank within ite statutory oom-
petence and in acoordanoce with decisions of the Council. The Board coneists
of the Chairman and membere of the Board, appointeee of all member countries
of the Bank for a period of up to five yeare. Its headquartere are located
in Moscow, USS3R.

The IBEC aotivities are performed on the basis of full equality. In
deliderating and deciding upon mattere connected with the Bank’e activitiee,
the member oountriee of the Bank enjoy equal rights. MNembership in IBEC
snd the activity of this Bank in no way conetitute an obstacle to the develop-
ment of direct finanoial and other business relations of the member countries
of the Bank, both among themselvee and with other ocuntries. IHNEC also may
effect settlements in traneferable roubles with countriee that are not
menbers of the Bank. Rulee and oonditions governing payments in tramsferabdle
roubles with such countriee are eetablished by agreement detweem the Coumoil
of the Bank and the intereeted couniries.

As an intergovernmental organisation, the Bank was granted oconsultative
status with UNCTAD in 1974. Other countriee may become members of INEC if
they agree to share the aime and principlee of the activities of the Bank
and to assume odligations resulting from ite etatutes.
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T™he multinational system of nts and
cmﬂﬂn‘ in transfsrable roubles

Simultaneous with the establishment of the Bank, the agreement of
1963 envisaged iransferable rouble settlements among the TREC countries
as from 1964. The system of payments in transferable roubles has since

become an integral part of all the undertakings in the field of economic
and industrial co-operation among "MEA countries.

The gold content of the transferable rouble was set at 0.987412
gromes of fine gold. Its purchasing power is based on the agreed level
of prices for goods involved in mutual trade of the IFE" member countries.
The tramsferable rouble is "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 international payment
flows only in relation to the real requirements of the IR®" member countries
for the payment of goods and services,

In the sphere of multilateral and bilateral economic co-operation of
the IBEC member countries, the transferable rouble fulfils the following
functions:

(a) Weasure of value and scals of prices. The prices of goods
in mutual trade of the IBEC member oountries are sxpressed
in transferable roubles. These prices differ not only from

the domestic prioes of ths member countries, but also from
world markst prices, although the latter are used ar a basis
in mutual trade. They are adjusted to eliminate the
influence of oyclical ohanges in world pricss, the sffect of
speculative operations, discounts and premiums charactsristic
of free market operations. e of the main methods of suoch
sdjustments is the use of average prices for the last five-
Yoar period, instead of current prioces. Accordingly, contract
prioces agreed upon are effective for one year, whereafter they
are renegotiated.

(v) Msams of payment. Settlements of mutual deliveries of goods,
nomn—-commercial payments and repayment of oredits among the
INEC member countries are effected in tramsferable roudblss.
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(o) Meane of accumulation. The IBEC member countries accumulate

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 Inveetment Pank (IIB), created by theee countries,
as well as of other joint international economic organisatione;
for repayment of intergovernmental credite and for various
other purposes.

The transferable rouble ie an independent currency. It differs from
the national currenciee of the IBEC member countiries, including the Soviet
rouble, in the following manner:

(a) Whereae the gold content and the volume of issus (emissiom) of
national currenciee are determined by the Governmente of the
corresponding countries, in the case of the transferable rouble
this is done by the IBEC Jouncil;

(b) National currencies are now used only for domestic settlemsmts
and vaymente and not for international eettlements; the trams-
ferable rouble, however, ie used only for international
ssttlemente;

(o) National currenciee are issued in the form of bank notes amd
metal coine and are also used for clearing through banks
between organisatione and enterprises; the transferadle
rouble functions only through bank acoounte and cannot bde
used by private persons for cash paymente, as it is not
issued in the form of bank notee and coine.

When settlements are effected in transferadble roublee among the CNEA
member oountries, the transferabdls roudblee are oonverted into the natiomal
currenciee of these countriee. If, for exampls, the Bulgarian Poreign
Trade Bank receives through IBEC 100,000 traneferable roubles in payment
for Bulgarian exports from the Bank Handlowy of Poland, it will pay the
Bulgarian seller an equivalent of thie amount in Bulgarian leva. Simml-
taneously, the Bank Handlowy of Poland will require from the Polish buyer
an equivalent of thie amount in Polish slotys. The rates for conversion
of transferable roublee into national currencies f~: payments in foreign
trade transactionr are set by the central banks of the IBEC member countries
on the basis of agreemente between the currency and finanoial orgams of
these countriee. The basis for theee rates is formed by the relatiomship
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between the transferable rouble and the corresponding national ourrencies
acoording to their gold content, as well as by the level of the oco-ordinated
prioces of commodities in the mutual trade of the IBEC member oountries.

For settlements of non-commercial operations (expenses of diplomatic
and trade representations, tourists, private transfers ) use is made of
agreed ratios of national currencies to the transferable rouble. These
ratios are set with due consideration for the level of retail prices for
goods and tariffs for services prevailing in the IBEC member countries.

At present, the transferable rouble is not convertible into the currencies
of the countries which are not members of IBEC. However, IBEC seis the
rates of Western currencies against the transferable rouble on the basis
of a basket of 13 currencies which takes into acoount market rate fluo-
tuations of these currencies against the Uhited States dollar. This basket
comprises the following ourrencies: the United States dollar, pound
sterling, Swiss franc, the mark of the Federal Republic of Cermeny, French
frano, Italian lirs, Dutoh guilder, Belgian franc, Swedish krona, Danis!
krone, Cansdisn dollar, Austrian sohilling and Japanese yen.

The systiea of paymentis in iransferable roubles works in the following
way. Each IBEC member ocountry entrusts one of its banks - an authorised
bank - with all settlements in transferable roubles to be effected through
IBEC. IBEC opens a transferable rouble current account for each such
authorised bank. This acoount may have only a positive balanoe. Non-
ocommitted amounts on the current account are at the disposal of tne
authorised bank.

IBEEC enters on the transferable rouble current account all amounts
in this currency received from other authorised banks in favour of the
authorised holder of this account (for the sale of export goods and mon-
ocommercial operations, as well as for credits received from other IBEC
member oountries) as well as credits from IEEC and the International
Investment Bank. Under orders from the authorised holder of the scoount,
IBEC effects all payments from the transfersble rouble acoount in favour
of other authorised banks (payment for imports of goods and non-commercial
expenses, repayment of intergovernmental oredits) as well as the repayment
of oredits received from IBEC and IIB. All transferable rouble settle—
ments of each suthorised bank with all other suthorised banks are
conoentrated on one ourrent acoount, thus providing permanent multilatersl

settlement of reciprooal requirements and payments: the praotical functioming




of the multilateral sysiem of payments. Since 1964, this system has

fully replaced the earlier system of bilateral clearing accounts.

The authorised banks may place their free transferable rouble assetis
on term deposits in IBEC. In 1977 IBEC paid on current accounts
1.5 per oent per annum; on three-month deposits, 2.5 per cent; on six-month
deposits, 3.5 per cent; on nine-month deposits, 3.75 per oent; on twelve-
month and longer—term deposits, 4 per cent per annum,

The economic co-operation among the TBE" member countries is realised
mainly through their mutual foreign trade. By ensuring prompt and smooth
settlements in transferable roubles, IBEC facilitates developament of
trade among the member countries, For settlements on mutual trade which
comprise almost 95 per cent of all mutual settlements of the IBEC member
countries, collection with subsequent acoeptance (ocollection with immediate
payment) is most frequently the form used. Besides settlementis in the forn
of collection with subsequent acoeptance, IBE. also carries out settlements
in transferable roubles in the form of oollection with prior acceptance,
letter of oredit and other remittances in aococordance with international
banking practioe.

During the 13 years of 1BEC's existence, the multilateral payments
system in transferable roubles has followed the dynamio development of all
forms of economic and industrial oco~operation im the CMEA member countries.
The volume of settlements in transferable roubles has grown at a oonstant

rate from 22.9 billion transferable roubles in 1964 to 82.5 billion in
1976.13/

Closely linked with the multilateral syetem of settlements is the
system of orediting in transferable roubles, using either settlement or
term credits,

IBEC grants settlement credits to the authorised banks so as to meer
their requirements for funds during ehort-term exceeses of payments over
collections. This credit is of a revolving typs. It is advanoced immediately,
when needed, up to a limit determined by the Counoil of the Bank. The terms

13/ Ivid., p. 10.



for ite repayment are not set. The oredit ie repaid from the balanos on
ths current account of the suthorised borrower when collections exoeed
Paymente. Practios has shown that on an average, ths term for such a
credit doee not exceed 30 daye. The limit of settlement credit for each
suthorised bank is set annually at 2 per oent of the volume of settlements
on trads turnover with all other authorised banks for the previous year.
After repayment of the old oredit, a new oredit may be granted within the
volume of the set limit.

IBEC grants tsra~oredits in transferabls roubles to cover require-
ments for funds of the authorieed banks for a period of up to three years.
The oredit ie made available for arrangemente relating to the speocialisation
and oo-operation of produotion, for the expamsion of trade, for effeoting
& balance of payments, and for seasonal needs. This credit is advanced
for fixed terms. If neceesary, the tsrm may be prolonged within the limits
of ths overall three-year terme. Twios a Year, IBEC oonsiders applioations
by ths member countries' suthorised banks oonosrning their neseds in term
oredit. The volume of credit appliocations is based on national planned
data concerning ssttlements on mutual trads and other payments, and oredit
granted follows a dsoision by the Bank Council according to the real needs.
In the period between meetings of the Council, the Board of the Bank may,
if such a neoeesity arises, advanoe sdditional term-credits to the authorised
banks within the limite of the reserve approved by the Bank Counoil.

The interest ratss charged by IBEC on both tsrm and settlement oredit
are stable. They have remained unchanged sinos 1971. Term—oredit rates
vary depending on the term: for oredit terms of up to six months,

3.25 per cent per annum; up to twilve months, 3.5 per cent per annumj
up to two years, 4 per oent per annum; and up to three Years, 5 per oent
per annum.

The finanoial operatione of the Bank have resulted in a growth of its
net profits, which inoreased from 7 million transferabls roudblss in 1970
to 24.7 million treasferabls roubles in 1975.34/

Pollowing the inorease ir trade between the CMRA coumtries and the
other oountries of the world, the IBEC Council adopted in 1976 a

14/ Ivid., p. 12,




decision to improve procedures for partioipation by non-member countriee
in its activity.

Acoording to this decision (now being put into praotice),
payments in transferable roublee between member countriee and non-membere
of IBEC may be effected in respect of goode and services, non-commercial
expenses of diplomatic and other representations, touriets, eto. The
relevant agreement on the purohn.u/lslo of goods and services or payment
of non-commercial expenses through accounts in transferable roubles
should be reached between foreign trade firms and orgsnisation, as well
as between banks and other oompetent organs of the interested countriee.
Settlements may cover the delivery of individual lots of goods or all
trade turnover. Settlements on non-commeroiasl expenses may also be
effeocted, partially or totally, in transferable roubles. The banks of
non-member oountries, while performing settlements on the total of their
trade turnover with all the IBEC member oountries, may take oredite and
place depoeits in traneferable roublee on the conditione ocurrently in
foroe for the IBEEC member countries.

New arrangements with payments in traneferable roubles can be of
special intereet to developing oountiries. As stated in the study prepared
by Prof. Sumitra Christi, "the developing oountriee oan use transferable
roubles to overoome short-term deficite, eepecially when they have a
surplue with one member of the CNEA and a defioit with another. Countries
which are in the initial stages of development will find the traneferadble
rouble more helpful beoause many of the oapital goode required oan be
obtained from the CMEA oountries amd, therefore, transfersdle roudbles oan
promote tr-do.“u

The International Investment Bamk

Mother important financisl institution estabdlished by the CNEA
oountries is the International Inveetment Bank. The agreement on its
establishment was signed in 1970 by repressntativee fros Rlgaria, Cuba,
Csechoslovakia, the Osrman Democratic Repudblic, Hungary, Nongolis,
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Poland, Romania and the USSR. The CMEA member countries aimed, through
the Bank, at further consolidating resources for capital construction and
effecting the more efficient use cf medium—term and long-term financial
funds 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
Mthor‘ktomion and Imprcvement of Co-operation and the Development

of Socialist Eccncmic Integraticn by CMEA Member Ccuntries.

Aocording to the agreement cn the establishment cf the IIB, the
highest authority cf the Bank is the Counoil, which is responsible for
the management of the Bank's activities, The Council of the Bank consists
of repreeentatives from all member countries appointed by the respective
overnments. Each member ccuntry has one vote in the Council, irrespective
of its quota in the authorised oapital. Thie provision guarantees full
equality in shaping the general investment policy cf the IIB, as well as
in selecting projeots for financing. Major deocisions of the Council are
taken unanimously while, for questicns for leeeer importance, a majority
of at least three-quarters is suffioient. The Council of the Bank may
take decieions if not less than three quartere of the member countries
are represented at the meeting. The executive body cf the Bank is the
Board which supervises the Bank's activities in aoccrdance with the agree-
ment, etatutes and the deoisions of the Counocil., The Board is responsible
to the Counoil cf the Bank.

The resources of the Internaticnal Inveetment Bank comprise contribu-
tions of member ccuntries to its authorised oapital, funds from member
oountries of the Bank and international money markets, transfers of a
portion of prcfitm 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 transferable roubles, and
30 per cent in convertible currencies or gold. Members' quotas in the
authorieed capital are fixed according to the share cf their exporte in
members’' total mutual exports. The authorieed oapital can be increased
with the agreement of the member countries’ (overnments on the recom-
mendation of the Bank'e Council, as well as on the acceptance of a new
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member of the Bank by the amount of the new participant's quota. The

amount, method and timing of an instalment are determined by the Council

of the Benk upon agreement with the country concerned. At the beginning

of 1576, the anthorised capital of the Bank was 1,068.3 million transfer-
15/

able roubles,

The International Investment Bank grants medium-term and long-term
credits for building new enterprises as well as for expanding or
reconstructing the existing ones. Medium-term oredits are granted, as
a rule, for a period of up to five years, long-term credits for up to
fifteen years. The IIB may grant credits to:

- Banks, economic organisations and national enterprises of
member countries officially authorized to receive credits;

- International economic organisations and enterprises of
member countries;

- Banks and economic organizations of other oountiries,

Credits are granted in transferable roubles and in convertible
currencies complemented by the borrower's own resources, and sometimes
they are granted for the whole cost of a projeot. The Bank charges
interest on the credits it grants, whioh varies according to the period
of credit and the currency im which it is made. GQranting of credits and
guarantees is certified in eaoh case by a oorresponding oredit agreement.
Normally, the Board of the Bank examines credit appliocations within two
months of their receipt, but in urgent cases it may shorten this term.

In order to asoertain the compstent examination of a credit application
and to take into account the relevant oonsiderations of the borrower, the
Bank may invite representatives of the borrower as well as of other
oompetent bodies of the corresponding country to take part in the examina-
tion. The Bank may also send its specialists to the borrower to clear up
some questions. Projects to be financed by the Bank are apprcved by the
Council and, in some cases, bty the Chairman of the Baord.

The use of oredit and all cther issues between the borrower and the
IIB are regulated in oonformity with a credit agreement oconcluded detween

15/ s-; Activities of the International Investment Bank, UNCTAD,
TD/B/AC. s P &
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them. After signing a oredit agreement and receiving all the neceeeary
doouments, the Bank opene an account in the name of the borrower in the
currenoy provided for in the agreement. The Bank effeois all paymente
through corresponding banks for the ocost of equipment, oonstruotion,
assembly works, eto., up to the limit of the credit granted in transferable
roubles and in convertible ourrenocies, in accordance with the purpoee of
expenditures determined by the credit agreement. Repayment of the basic
debt under the projeot finanoed by the Bank is effeoted by the borrower in
acoordance with the eohedule presoribed in the credit agreement. Repay-
ment starte as a rule not later than six months afier the date fixed in
the contraoct.

In spite of ite relatively short period of existencs, the IIB has
achieved tangible resulte in the field of promoting oapital investments
and the development of national economiee of CMEA countries. From 1971
to 1976, the Bank financed 48 projeots aimed at promoting the industrial
development of CMEA countries. The total amount of credits oommitted by
the Bank roee to over 3 billion traneferable roublu.1—6/

During the 1971-1976 period, 27 projeots finanoed by the Bank were
put into operation. The resulting additional produotion amounted to over
750 million transferable roubles a year in all member countrion.ﬂ/ The
Bank granted oredits primarily for projeote in power, metallurgioal,
machine-building, ohemical, textile and other branohee of the national
eoconomiee of the member countriee of the Bank. With the finanoial aseietance
of the Bank, various projeots are being implemented, suoh as the expaneion
and reconstruction of the "Ikarue" bus plant in Rungary; the expansion and
technioal reconstruotion of the enterprise "Usformteohnik"” at Erfurt in the
German Demooratic Republio; the oonstruotion of a plant for produoing motor
equipment gt Prasska in Poland; oapacitiee for the produotion of railway
carriagee at the plant in Caracal in Romania; the construotion of the main
ges pipeline in the USSR; and many othere.

A new etage in the oredit activities of the International Investaent
Bank was reached in 1973, when the Governments of the member ocountriee
and the Bank eigned am agreement to establieh within the Bank a special

1_6/ ;!1‘0' Pe 1.
11/ mvid., p. 7.



fund of cne billion transfsrable roubles (a pcrtion in convertibls

ourrency) fcr financing projeote of eoonomio and tsohnioal assietanoe
tc developing oountriss.

The aim of this speoial fund is to strengthen oo-operation between
the CMEA and developing countries. The fund is designed to rendsr
assistanos to dsveloping oountriss in rebuilding their economic structure,
creating new econcmic siructuree, developing industry as ths basis for the
modernisation of the developing oountries' eccnomies.

From the special fund resouross, the Bank grants oredits for a term
of up to 15 years for finanoing dsliveries of equipment, machinery and
other goods and rendering ssrvioes by the member countries of the IIB tc
developing countries in the construotion of new, and the reconstruction
and modernisation of existing, entsrprises in differsnt branches of their
econcmies, sepeoially in industry and sgriculture. Banks, enterprises
and economic organisations of the state seotor or co-operativee in the
developing countries may borrow from the special fund. In some cases,
private firms may alsc apply for a loan from the fund. The Bank grants
credits from the fund, primarily in transfsrable roubles, to pay for
deliveries of equipment, machinery and other goods from the member ocuntries
cf the special fund, as well as to pay for servicss rendered by varioue
crganisaticne cf those ocountries. Only in specific oasss are oredits
granted in oonvsrtible ocurrencies, for example, to pay for equipment whioh
is not manufactured in the CMEA countries or to pay for lioences. The
possibility of getting part of ths IIB oredit in oconvertibls currenciee
may help developing ocuntries to combine supplies from centrally-planned
eoonomy countries with suppliee from market-esoonomy countries.

As far as investment oredite in transferable roubles are conoerned,
they can be used fcr medium-term and long-term finanoing cf oapital invest-
ments both in the CMEA wember countries and the non-member countries as
well. Granting of oredits in transferable roubles means that borrowers
themselves ehould secure sourcee of supply in the CNEA member countries,

The procedure for use and repayment of oredite from the special fund
in transferable roubles ie shown in Diagram ]I,
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As can be seen from that scheme, the borrower may use IIB's oredit
in transferable roublee provided deliveries of equipment and other
materials from the CMEA member countriee are balanced with deliveries of
goods from the recipient country to the CMEA member countries. It ie
assumed that the borrower has already determined both the supplier of
equipment and of other materials for the project and buyers of ths product
from the project in the CMEA member countries.

By the end of 1977, IIB had terminated the preparation of basic
documents on oredit operatione with non-members of the Bank and is
starting businese contacts with third countries. Negotiations have
already been conducted with representatives of the Socialist Republic of
Viet Nam. The Bank expreeeed its readiness to consider the granting of
credits during the current five-year period, as well as after 1980. The
118 specialists participated in the work of the Joint Commission on
Co-operation between the CMEA and Mexioo and considered opportunitiss to
grant credits for joint conetruction of phoephate-extracting enterprieces
in Tunisia and Morocco. The Bank aleo took part in negotiations on rea-
dering financial assietance to ths Laos People's Demooratic Republio emd
Mgola.

Credits granted by the International Inveetment Bank through its
special fund may play an important role in the development of industrial,
scientific, technical and trade oco-operation. In particular, IIB credits
for capital investments may be based on multilatsral oco-operation agree-
ments betveen the member countriss of the IIB amd developing oountries.
Furthermore, the IIB's orediting of investment measures in ths developing
ocountries, in co-operation with one or several member countries of the
Benk, may represent sm interest for third oountries or banks in that they
facilitats their participation on a mutually demefioial dasis.
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SUBKARY

1. o promots the development of sconomio and industrial co-operation
the member countriss of the Counoil for Mutual Economic Assistanos have
sstablished a diversified institutional mechanism based on ths combina-
tion of multilatsral and bilatsral aspeots of co-operation. Ths main
oomponents of this mechanism are ths organs of the CNEA, bilatsral
intsrgovernmental oommissions and multilatsral industrial oo-operation
agenoiss operating at ths branch lsvsl. All thsse ocomponsnts ars inter-
oonneoted and complementary, although they uss their own rssouross and
speocifio methods to promots intsrnational oco-operation in various seotore
of ths sconomy.

2. Within ths framework of the institutional mechanisms of co-operation,
the rols of a co-ordination centrs was assumed by the organs of the Counoil
for Mutual Boonomic Assistanos. Acoording to the Chartsr of ths CNEA, the
system of its main organs inoludss the following: the Session of the
Counoil, the Executive Committes, ths CMEA Standing Commissions, the
Conferences of ths Heads of Departments of the Member Countriss, research
inetitutss and the CMEA Seoretariat. Acting as co-ordinating bodiss, the
CMEA organs provids ths Govsrnments with a forum for multilatsral discussions
and oonsultations. They also initiats measures to encourage sconomio,
soientifio and tsohnologioal co-opsration among ths member countries,
aseiet ths countriee in ths preparation, co-ordination amd implementation
of co-operation programmes, promots decision-making, prepare etudies and
documents for discuseion, and maintain liaison with othsr intsrnational
organieations.

i There are two basio types of resolutions adopted by ths CNEA: recom-
sendations and deoieions. Following the prinoiple of equulisy, the
resolutions can enter into effsot only after having been approved by all
member ocountriss. Since the CNEA oountriss rejsct the oonocept of a
supranational body adopting legally oinding resolutions whioh oan affsot
sutonomous eoonomic development, recommendations and deoieione do not
apply %o countriss which deolare thsir lack of intsrest in a problem
under disoussion.

4. Closely comneoted with multilateral oco-operation within ths fremework
of the CNEA orgens are bilateral ties between the economies of CMEA countries.
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The dbulk of the work on bilateral co-operation is carried out by inter-
governmental bilateral commissions on economic, soientific and technclogical
co-operation, which are standing bodies and embrace almost all CMEA countries.
Ths main task of the international bilateral commissions is to derive and
exploit tc the full the pctentials offered by the divisicn of labour and
sconomic co-operation betwesn the twc countries involved, and to help them

to draw closer tc each othsr in economic terms.

5. This general task implies that bilateral intergovernmental ocommissions
examine problems of co-operation which arise in the course cf co—ordinating
naticnal economic plans, chart the most feasible ways of improving the
machinery of mutual co-operation, initiate measures related tc developing
specialisation in industrial producticn, and explore opporiunities for
increasing trade turnovsr and exohange of servicss between both partiss

a8 well as promoting scisntific and technological co~operatiocn.,

6. Bilateral commiesicns operate on the basis of special agreements signed
by the two countries in which the competences, tasks, structure and pro-
cedures cf a given ocommissicn are described. To ensure that the work of the
commission is linked with cverall multilateral co-operation schemes, the
agreements stipulate that bilateral commissions will take into account the
resolutions of the CMEA organs.

1. In close relation tc the work of the CMEA and bilatsral intergovern-
mental commissions etand the activities of the international speoialised
soonomic and industrial co-operation agencies. As international organisa-
tions these agencies are autonomous and cannot be subdbordinate to, or
identified with, the organs of the CMEA, althocugh they are established Ny

the CMEA countriss. The competence cf specialised agencies is usually

limited to the promotion cf international cc-operation in the selected

seotor of the economy, mainly in the field of industrial production.

However, there are also international organisations which deal with soiemtific
researoch and development or with international commsrce and finamcing.

8. As regards their nature, functions and legal status, the speocialised
socnomic and industrial co-operation agencies cf the CMEA countries omn be
olassified into two broad categories: interstate economic organisations

and international eoonomic crganisations. The funotions of interstats economio
organisations have a rather co-ordinative/regulatory oharacter; the countries
are represented there through their govermment agencies, such as =ministries,
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state committees, and chief administrations. The main distinctive feature
of international eoonomic organizations is that they operats on a self-
financing basis and the countries are rspresented in such agencies by
national economic or industrial organizations l.nd/or by large production
units,

9. Within the context of overall esoonomic co—opsration of the CMEA
countries, the main objsotive of specialized agenciss, irrespective of their
differencse in lsgal status and sphere of aotivity, is to unite the sfforts
of participating countries aimed at co-operation and joint activity in
spscific fields of economy, soisnce and teohnology, specific industrial
sesctors, sub-sectors and individual lines of produotion., In order to attain
thie objsctive speoializsd co-opsration agencies have worked out a number
of practical methods, as is shown by ths review of the operations of some
individual international agenciss working in various spheres of economic

and industrial co-operation.

10. Within the system of international specialized organizations eetab-
lished by the CMEA oountries, a special position is occupied by two finanoial
agencies: the International Bank for Economio Co—operation (IBEC) and the
Intsrnational Investment Bank (IIB), whioch are autonomous intsrnational
organizations acting according ti their chartsrs. The importance of these
agenoies is emphasized by the faot that they provids the sconomic and
industrial oco—-opsration mechanisms in the CMEA countriss with the neosssary
financial facilities, and promots economio co-operation and national
economic development of the member oountriee, as well as their oo-opsration
with other oountries.

11. Both banks bass their operaticns on the multilateral system of
payments and orediting in traneferabls roublee, which has replaced the
syetem of bilatsral olearing accounte whioh existed initially. Within
the framework of the multilateral syetem of paymente and crediting, IBEC
ie responsible mainly for advancing short- and medium-term foreign trade
ocredite, whereas IIB oconoentratss on long-term investment crediting and
financing large-ecale multinational projecte.

12, In recent years, both IIB and IBEC have taken measuree to promote
the multilateral system of payments and crediting in treneferable roubdlee
in economioc relations with countries whioh are not members of the CMEA,
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in partionlar with developing ocuntries. To that end, the Intermational
Bank for Eoonocmic Co~operation has introduced improved procedures for

the partiocipation of non-member countries in the multilatersl system of
foreign trade payments, and the International Investment Bank has
established a special fund for economic and techniocal assistance to
developing oountries with the aim of promoting the stirengthening of their
esoonomic independence and the establishaent of modern economic structures.
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Structure of the Council for Mutual Economio Assistance
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Special ised Economic and Industrisl Co-operation
Agencies of the CMEA Countriee

Ngme of Organisation Year Eet'd Looation Part jcipants*

A. Pinancial Agenoies

International Bank for Economio Bulgaria, CSSR, Cuba, OIR,

Co-operat ion 1963 Moscow Hungar,, Mongolia, Poland,
Romen.a, USSR

International Tnvesiment Bank 1970 Moecow Bulgaria, CSSR, Cubs, GIR,
Kungary, Mongolia, Poland
Romania, USSR

B. Specialized Organizatione in the
Pield of Tnduetry

Central Control Board of the Bulgaria, CSSR, GIR, Hungsary,

Unjted Power Grid 1962 Prague Poland, Rumania, USSR

Orgenisation for Co~operation Bulgaria, CSSR, GDR, Hungary

in the Ball-Bearing Induetry 1964 Warsaw Poland, Romania, USSR,
Yugoelavia

Intormetal 1964 Budapset Bulgaria, CSSR, GDR, Hungary
Poland, USSR

Agromash 1964 Budapest Bulgaria, GDR, Hungary, USSR

Interkhim 1969 Hall-8alle Bulgaria, CSSR, GIR, Hungary,
Poland, Romania, USSR,
Yugoelavia

Intergovernmental Commission on Bulgaria, CSSR, Cuba, Hungary,

Co-opsration in ths Field of 1969 Mosocow Pcland, Romania, USSR

Computer Systems

Interelectro 1973 Mosoow Bulgaria, CSSR, GDR, Hungary
Poland, Romania, USSR,
Yugoelavia

C. Specialized Organisations in ths
Pisld of Transport + Talecommunications

Common Wagon Pool 1963 Prague Bulgaria, C3SR, GIR, Hungery,
Poland, Romania, USSR

Council on the Joint Ueage of 1974 Buoharest Bulgeria, CSSR, Cuba, GIR,
Containersin International Traffic Hungary, Mongolia, Poland,
Romania, USSR

————————

* Participating countries are reprsssnted either through their governmental bodies or
industrial, transport and scientific organisations.



Eame of Organjsetion

DQ

Intersputnik

Organisation for Co-operation of
the Socialiet Countries in the
Domain of Tele- and Post-communi-
cations

TNSA

Organisation for Co-operation
of Railwaye

Specialised Organisations in the

Pield of Science and Technology

Joint Tnetitute for Nuolear
Research

Tnternational Centre for Scienti-
fic and Technical Information

Stefan Banach International
Mathematical Centre

International Laboratory of
Strong Magnetic Fields and
Low Temperaturee

Tnteracsmos
International Economic
Srgnisatijons

Interatominstrument

Tnteratomenergo

Intertextilimanh

Yoar Est'd  Locstjon

9N

1970

1962

1956

1969

1972

1968

1967

1972

1973

Moscow

Mosccw

Gdynia

Moscow

Mosoow

Warsaw

Wroclaw

Noscow

Noscow

Moscow

Participente®

Bulgaria, CSSR, Cuba, IR,

Hungary, Wongolia, Poland,
Romania, USSR

Bulgeria, C33SR, Cuba, ODR,
Hungary, Mongolia, Poland,
Romania, USSR, Yugoelavia

Bulgaria, CSSR, Cuba, GDR,
Hungary, "ndia, Poland, URSR,
Yugoelavia

Bulgaria, CSSR, OPR, Hungary,
Poland, Romania, USSR

Bulgaria, CSSR,Cuba,GIR, Hungary,
Mongolia, Poland, Romania,
USSR, Vietnnam

Bul garia, CSSR, Cuba, GDR,

Hungery, Mongolia, Poland,
Romania, USSR

Bulgaria, CSSR, ORD, Hungary,
Poland, Romania, USSR

Bulgaria, GDR, Poland, USSR

Bulgaria, CSSR, GDR, Hungary,
Poland, Romania, USSR

Bulgaria, CSSR, GDR, Hungary,
Poland, USSR

Bulgeria, C3SR, GDR, Hungary,
Poland, Romania, USSR,
Yagoelavia

Bulgaria, CSSR, GDR, Hungary,
Poland, Romania, USSR
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Nedunion

Interoilproduct

Intervodoochistika
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« Dilatersl Specialised
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Interport
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Yoar Est'd
1974

1972

1973

1978

1M

1973

1973
1973
1974
1974
1963
1959
1964
1972
1973
973

Dudapest

Sofia

Sofis

Participante*

Bulgaria, CSSR, GIR, Hungary,
Poland, Romania, USSR,
Yugoslavia

Bulgaria, CSSR, GIR, Mongolia,
Poland, Romania, USSR

C88R, GDR, Hungary, Poland,
USSR

Bulgaria, CSSR, Hungary,
Poland, USSR

Mlgaria, CSSR, Mungary,
Poland, Fomamia, USSR

Bulgaria, CSSR, GDR, Bumgary,
Poland, USSR, Yugoslavia

Nungary, Poland

OIR, USSR

GIR, USSR

GIR, Poland

C8SR, Cuba, GDR, Poland, USSR
Nlgaria, Hungary, Poland
hlgris, Hungary

GIR, Poland

Nongol ia, UBSR

Nongolia, UBSR
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