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Preface

This study was originally undertaken for the Industrial Development Survey
of UNIDO "World Industry in 1980" and hud been conclud-d in December 1980.
The contents of the study were used in the above publication. Similar
country and regional studies were prep'a.red in the framework of the research
programme of UNIDO on industrial redeployment and structural change. Tris
prcgramme constitutes a surveillance of the international industrial
restructuring process, aiming at highlighting pertinent trends in industrial
development nationally and internationally. By identifying the factors
that determine s'ructural changes and indicating the likely direction

and possible implications of this process, uncertainties and rigidities

in this process might be reduced and a basis created for a forward-looking
conception of industrial co-operation between the developed and the

developing countries.

Publication of this study contributes to a series of analyses underiaken
on selected centrally planned eccnomy countries in Europe. It attempts
to analyse past and prospective changes in the industrial structure of
the East Furopean region and to highlight sone major features of these
changes. The first chapter of the study describes the factors and
constraints of the industrial growth, the second tne pattern of inductrial
output, the third part deazls witn foreign trade whereas the last chapter
analyseer the economic policiss of the CMEA countries with respect of

industrial specialization.

The study was carried out by Mr. Zoltan Romé&n, Director of the Research
Institute of Industrial Economics of the Hungarian Academy of Sciences,
as & UNIDO consultant.
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Introductory remarks

The community of the Ccurcil of Mutual Economic Aid
/CMEA/ includes at the present time as full members 7
European countries /Bulgaria, Czechoslovakia, GDR, Hungary,
Poland, Romania, USSR/ and 3 non-European countries /Cuba,
Mongolia, Vietnam/. A number of other countries take part
in some activities of the CMEA, too: Yugoslavia as associate
member, Finland, Iraq and Mex‘co with a special status of
co-operati»n, Afghanistan anu some African developing
countries with observer status. This papers deals with only
the European member-countries of the CMEA.

Al]l statistical data quoted in this paper if not
otherwise indicated are taken from the official publica-
tions of the &%~ Sfecretariat. In these statistics some
concepts, def siticns, classifications differ from those
used in the  riteu Nations publications. If needed for
adequate comparison or interpretation, special reference
to these differences will be given.

In order to give an overview of the countriec studied
Table 1 presents some basic figures. The seven European
'CMEA-countries show both fundamental common characteristics
- as the social ownership of the overwhelming part of the
means of pruvduction and the central planning of the economy =
and significant differences i.a. in t»: size, level of
development, institutional se¢t up and :: 2 system of
economic guidance of the country.




Table 1. Some basic data of the seven CMEA-

countries, 1978,

T
Country Area Popu]a-:Consumption of | Share of |Relative
/1000 [tion electric ener agricul- |per capit
qkm/ |/mil- total per tural GDP/un- -
lions/ /109 capita| earners |weighted
KWh/ /kwh/ 7%/ average=
] =100/ x/ .
Bulgaria 111 8,8 31,4 3561 25,2 86
zechoslovakia 128 15,2 62,2 4097 14,5 124
DR 108 16,8 96,8 S777 10,6 129
ungary 93 10,7 30,1 2813 21,7 94
Poland 313 35,0 115,2 3286 30,8 94
omania 238 22,0 62,3 2861 32,8 73
SSR 22402 262,4 1189,7 4533 20,9 100

x/ Estimates on 1973, from the Economic Bulletin for Europe,
vVol.31. No.2. p.15. l

The differences can be characterized concerning the
s1ze of the countries by the ratios 1:201 /area/ and
1:297 /populatiun/, concerning the economic potential
1:347 /GDP/ and 1:379 /consumption cf electric energy/,
concerning the relative level of development 1:1,77 /GDP
per capita/, 1:2 /per capita consumption of slectric
energy/, 1:3 /share of agricultural earners/. In case of
the size and the economic potential Bulgaria and the USSR,
in case of the level of development Romania and the GDR
are the two poles. From the seven countries two are
federal republics: Czechoslovakia and the USSR. The share
of the state-ownad enterprises in total indust:ial outpu.
is dominant in al® these countries but the agriculture is
not collectivized in Poland. In the system of economic
guidance central planning has a decisive role in all




CMEA-countries but the autonomy of the enterprises, the
use Of direct and indirect means <f control is not the
same. Therefore, beside common features the possibilities,
the aims and instruments for industrial specialization are
different in the3e countries.

I. Growth, its factors and constraints

1. The growth of the CMEA economies

The CMEA countries measure economic growth according
to their MPS accounts by the increase in per capita
national income originated in the material sphere of
production, i.e. they exclude services which are not
related to the production and distribution of goods.
Estimates on their growth rates of pa2r capita GDP accord-
ing to the SNA definitions seldom show significant
differences while recalculations of other types aiming
at corrections of price deflators and other basic
sompoanents of the index numbers might lead to greater
divergences. On the other hand, in the MPS framework
industrial output is seen as amounting for a larger
proportion of total economic activity and makes comparisons
with western economies difficult. In this study the data
published by the statistical offices of these countries
will be used /in many cases as processed by UN agencies/.

Table 2 presents data on the growth of per capita
national income by countries /according to the terminology
used in UN statistical analyses: net material product,
NMP/. The higheet growth had been achieved by the two
countriecs /Romaniz and Bulgaria/ starting from the lowest
level; in case of the figures on the GDR it must be taken
into account that this country in 1950 was still in the
stage of the post-war recovery.




Table 2. The growth of the national income /NMP/
by countries, 1951-1979.

1950=1
Country National income Per capita national income
1960 1970|1979 1960 1970 1979
Bulgaria 2,8 5,9 11 1,7 5,1 9
Czechoslovakia 2,1 3,2 4,8 1,9 2,8 3,9
GDR 2,6 4,0 6,1 2,8 4,3 6,7
Hungary 1,8 3,0 4,9 1,7 2,7 4,2
Poland 2,1 3,7 6,7 1,7 2,9 4,8
Romania 2,7 6,0 14 2,4 4,8 10
L ISSR 2,7 5,3 8,3 2,2 3,9 5,7

The rates of growth of th2s CMEA countries in interna-
tional comparison appear to be high though not unique. As
a group ur.till the mid-seventies they exceeded the growth
both of the developed market economies and the developing
countries. In the last three decades /1951-1879/ national
income resp. GDP increased in the CMEA ccuntries by 7,8,
in the developed market economies by 3,2, in the develop-
ing economies by 4,2 per cent p.a. Per capita figures
show of course lower rates in particular for the develop-
ing countries. While the growth rates in the developed
market economies sharply declined in the early 70’s, this
happened in CMEA countries although not at the same
extent in the late 70’s /see Table 3/. In the CMEA~countries
one attributes this slowing down first of all to the
exhaustion of the extensive sources /factors/ of growth.
To the problems behind this slowdown and to the prospects
for the coming years we shall turn in the next part of
the paper,




Table 3. Comparative growth rates p.a. 1961-1979.

CMEA Developed Deve]opi;a
countries market. economies
economies |
Naticnal income /NMP/-3DP
1961-65 6,0 5,5 4,5
1966-70 7,4 4,6 5,7
1971-7% 6,4 2,3 5,4
1976-79 4,4 ’ ’
1961-79 6,2 4,1 5,2
1971-79 5,5 3.1 5,3
National income /NMP/-GDP
per capita
1961-79 5,2 3,1 2,6
1971-79 4,6 2,2 2,7

The changes in the growth rates of the CMEA countries
show some similarities /see Table 4/. From the 4 subperiocds
between 1961-1979 the growth rates in the second half of
the sixties in 5 of the 7 countries increased, then in 4
countries of the 7 somewhat decreased, followed in the
late sevent.es by an even markecd slowdown in each country.
The share of foreign trade and the significance of the
gains and losses in the terms-of-trade anu their impar .
on real national income increased in all CMEA-cov- tries,
The handling of these impacts in the nationai income
calculations is not uniform, therefore they reflect
foreign trade consequences with some delay. When assess-
ing the growth and performance of these countries, this
factor also must be taken into account,




Table 4. Natioral income /NMP/ grorth rates p.a.
b'e
by countries, 1961-1879

%

Country 1961~ | 1966- |1971- 1976~ }|1961- | 1971~

1965 | 1970 | 1975 | 1979 | 1979 | 1979
Bulgaria 6,7 8,8 7,8 6,2 7,4 7,1
Czechoslovakia 1,9 6,9 5,5 3,8 4,6 4,
GDR 3,4 5,2 5,4 4,0 4,6 »
Hungary 4,1 6,8 6,5 4,0 5,5 ,
Poland 6,2 6,0 9,8 3,1 6,4 €,
JRomania g,1 7,6 11,3 8,2 9,1 9,
USSR 6,5 7,8 5,7 4,4 6,2 .
Total 6,0 7,4 6,4 4,4 6,2 5,5

X/The growth rates in 1980 in order of the countries listed:
5,7; 2,9; 4,25 -0,6; -5,4; 3,0; 3,5.

2. Industrial growth
The snare of agricultural earners in 1950 was 27

percentage in the GDR, 39 in Czechoslovakia, 48 in the
USSR, 52-54 in Hungary and Poland, 74-80 in Romania and
Bulgaria. All CMEA countries followed the policy of rapic
industrialization. Their agricultural employment shares
sharply declined up to 1979 into the range from 10 /GODR/
to 32 /Rcmania/. Further on alsc labour productivity
increased much faster in industry than in agriculture.
while the industry of the CMEA countries alltogether
multiplied its /gross value of/ output betwa2en 1951 and
197y 12 times, agricuiture only 2,5 times; their industrial
growth rate was the double of the "world average”™, their
agricultural growth only 15 percentage higher. The
differences between industrial and agri:zultural growth
according to the national income /NMP/ figures are even
greater.




P —

The increase of the national income originated in
agriculture was also In tk- period 1961-197S very modest,
except Hungary and Romaria. At the same tine the industrial
contribution to the nationai income grew fast, by 7,9 per
cent p.a. Behind the average figu es the two poles are
represented by Romania /12,5/ and Czecheslovakia 75,0/, In
this period the industrial grov:h p.a. in the develocped
market economies was 4,7, in the developing economies 6,8
percentages. In the years 1875-1979 industrial growth in
the CMEA countries slowe: down, in the developed market
economies somewhat recovered and actually was approximately
the same 5,3 p.a , less than in the daveloping countries
/6,6/.

The CMEA countries are publishing index numbers of

industrial production on the incdustry as a whole both

on the basis of the national income originated /NMP/
and of the gross value of output, but on se~tors only of
the second typec. Therefore, we turn to use .hese inrdex
numbers, i.e. those calculated on the basis of chainges
of the gross value of output at constant prices. Usually
it is assumed that these show higher, sometimes
signivicantly higher growth rates tha2i national 1i1ncome
data. Though this might be the generai case it is not a
rule. For the period 1961-1979 from the 7 CMEA countries
one could observe this "rule” only in 4 countries /in
brackets the rates of growth p.a. of the national income
and gros3 valua of output originated ir industry/;
Bulgaria /9,6 and 9,7/, Czechoslovakia /3,7 and 5,0/,
GDR /5,3 and 6,0/, and Poland /8,1 and 8,3/. In the three
other countries the differences are of the opposite sign:
Hungary 6,8 and 6,3, Romania 12,5 and 12,3, USSR 8,1 and
7,4, Due to the relative size of the USSR the weiphted




average for the total group shows differences of the
same sign: 7,9 and 7,5. Owing to the lack of more
detailed information an explanation of these differences
cannot he attempted.

The share of persons employed in industry was in
1978 in all CMEA countries 30 percentage or more, on
the top GDR with 43 and Czechoslovakia with 38 percentage
/see Table 5/. To give some comparative figurcs on the
developed market economies: this share in 1978 amounted
to 38 percentage in FRG, 33 in the UK, 28 in France, 25
in the US. It has to be taken into consideration, however,
that in the CMEA countries employmerit in the material
sphare of production and in agriculture is much higher,
.in the tertiary sector much lower than in the market

economies.

Table 5. Some data characterizing the industry’s
share, 1978.

Country Share of employment /percentage/ |Share of
in national in-

the mate- |Industry|Agriculture |€°™¢ origi-
rial pated in
sphere of industry /%/
Production

|Bulgaria 83 35 25 57

Czechoslovakia 80 38 15 61

GOR 81 43 11 65

[Hungary 82 34 22 47

Poland 86 32 31 52

Romania a8 33 33 62

USSR 77 30 21 51




Value indicators, l1ike the percentage share in na..onal
income originated, show the dominance of industry in all
CMEA countries: industry’s contribution calculated at
national prices varies vetween 47 and 65 percentage. These
figures, however, are too much dependent on relative
prices to allow far-reaching conclusions. /Fcr interna-
tional comparisons do not forget that these are Net
Material Product figures, SNA data have a wider scope /

A study of the Secretariat of the Economic Commission
for Europe /Structure and Change in European Industry,
1977/ gave estimates on relative per capita industrial
output of the CMEA countries for 1963 and by ‘as mentioned,
"hazardous'/ extrapolation also for 1950 and 1970. These
data /op.c.p. 157./ quoted in Table 6, supplemented by
extrapolated figures for 1979, indicate that the range
of difference definitely decreased. In the ranking order
the first three countries kept their position, within
this group the Soviet Union’s position improved, that of
Czechoslovakia weakened. In the group of the other 4
countries the ranking order from 1950 to 1979 became the
opposite. Having in mind the relative per capita GDP
figures /see Table 1/ this implies that the relative per
capita agricultural output in Hungary must exceed
significantly that of Bulgaria and Romania. Looking at
the employment figures /see Table 5/ this implies further
on that industrial labour productivity is much higher in
Rumania and Bulgaria than in Hungary which perhaps can
be questioned.

Looking closer at the last two decades by countries
and subperiods /see Table 7/, 1976-79 was in each country
the period of a substantial slowing down in the industrial




Table 6. Relative per capita industrial output

in the CMEA countries

Country Relative per capita irdustrial Ranking
output

1950%/| 1963 | 1970 | 1979**/ | 1950[1979
GDR 183 169 149 144 1. 1.
Czechcslovakia 182 153 132 114 1 2. 2. )
USSR 90 100 105 102 3. 3.
Hungary 87 85 81 80 4, 7.
Poland 83 78 78 84 5. 6.
Bulgaria 49 67 88 98 6. 5.
Romania 31 60 68 101 7. 4,
n';’ff:igﬁze“ 5,9:1  2,8:1 2,2:1 1,8:1 - -

Source: Structure and Change in European Industry, p. 157. ;
x/ In case ¢f GDR and Bulgaria 1952. i

xx/ The extrapolation based on data of per capita national
income originated in industry.

growth. This trend started more or less everywnere already
in the sixties except Czethoslovakia »nd the GDR; in these
countries an upswing can be identified in the late sixties,
Poland showed the highest but transitory growth in the
early seventies.

This slowing down will be explained in the CMEA-
~countries first of all with the exhsustion of the
extensive sour-ces /factors/ of growth. They emphasize
the need for intensification, for the better use of
avaiiable manpower,capital and material resources. Tn

the fifties and sixties a substantial part cf the increase




in the industrial output originated from the raoid

growth o0 industrial employment, this stopped in the
seventies. All people secking for job are employed
already, in addition the increase of the population in
working age is not significart, and the share of employment
in the tertiary sector is growing. Also the productivity
gain stemming from the structural change between industry
and agriculture becomes very modest. The capital/output
ratio is growing while the share of investment funds
cannot be increased any more. Results of improvements
aiming at better ailocation, implewmentation and utiliza-
tion of investments are felt slowly. Per unit material and
energy consumption in the CMEA-countries is relatively
high, improvements are needed in this respect, too.

Table 7. Percentage growth rates p.,a. of industrial
outpr+, 1961-1979%/

Ccuntry 1961- | 1966- | 1871~ | 1976~ {1961~ |1971-
1665 1970 1975 1979 1979 1979

Bulgaria 11,7 10,9 9,1 6,6 9,7 8,0

Chechoslovakia 5,2 6,7 6,7 4,9 6,0 5,9

GDR 5,8 6,5 6,5 5,1 6,0 €,7

Hungary 7,5 £,2 6,4 4.7 6,3 E

Polarnd 8,4 8,3 10,4 5,7 6,3

Romania 13,8 11,9 12,9 10,3 12,3 %1,8

USSR 8,6 8,5 7,4 4,7 7,4 6,2

p e —

x/ Based on gross veluc of output index numbers.The growth
rates in 1980 in order of the coun‘ries listed: 4,2; 3,5;
4,7; -1,6; O; 6,5; 3.6.

All CMEA-countries are making erforts to improve their

system of planning and guidance of the economy as well as
the system of their co-operation in order to accelerate

e ———




acirtation to this new situation and requirements.
Fzst-West trade increased significantly from the late
sixties and this helped the modernization of the produc-
cion capacities in the CHMEA countries, at the same time
this led to indeptedness and made them more sensitive to
business cycles in the West, to the problemes and changes
in the world economy - stagflation,recession, disturbances
in the international monetary system, rapid increases of
the 0il and raw material prices, transformation of the
international division of labour, pressure for the "new
economic order”. To overcome the problemes caused by

the coincidence of these internal and external factors
requires seemingly a number of years and, therefore,

in the next five year plans for 1981-85 moderate growth

targets will be fixed in - countries.

3. Employment and labour productivity

Consistent data on industrial employment and
productivity of the CMEA-countries are available only
on their state-owned and co-operative industry. These
data do not cover the industrial activities of the
small private firms /mostly craftsmen/ and that of the
productive units classified into other sectors of the
economy /igriculture, construction, etc/. The first
item amounts only to a few percentages of the total
industrial output, the second one has in particular in
some branches /e.g. building materials, food industries/
greater share and importance. Further on it should be
noted, that the industrial workers perform significant
auxiliary activities in agriculture and construction,
too. In spite of these differences the changes of employment
in the state-owned and co-operative industry and the
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total industry show very similar trends.

Table 8. The growth of industrial employment in

the CMEA-~countries /Average rat2s of growth

. /
p.a. in percentages/x

Country 1951- [19€1- [1971~ |1976- [1951- 1960-
196C 1970 1975 1979 1970 1979
Bulgaria g,4 4,2 3,3 0,0 6,3 2,8
Cze-noslovakig 3,5 1,4 1,1 0,7 2,4 1,2
GDR 2,4 0,4 1,1 0,7 1,4 0,6
Hungary 5,3 o,7 0,3 -0,7 4,0 1,3
Poland 4,1 3,3 2,7 0,0 3,7 2,4
Romania 4,5 5,2 6,3 2,6 4.8 4,9
USSR 4,0 3,4 1,1 1,4 3,7 2,4

x/ State-owned and co-operative industry only.

Industrial employment increased fast in all CMEA-
-countries untill the beginning of or the mid-seventies.
Of course, Bulgaria and Romania show the highest growth
rates and the two countries already highly industrialized
before World War Two - Czechoslovakia and the GDR - the
lowest rates.

The growth of industrial 2mployment decreased from
the sixties in most countries of the group except
Romania, where this change hippened in the Jate seventies.
In 1976-79 the number of employees in the industry in
Hungary diminished, in Bulgaria ancd Poland stagnated, in
Czechoslovakia and the GDR its increase dropped below 1
per cent, in Romania grew by 2,6 per cent p.a. /compared




to the previous periods with 4-6 per cent/, and in the

USSR by 1,4 per cent.

Labour productivity /see Table 9/ shows less although

not negligible variarce between these periods, in the

range of

Bulgaria 5,2-6,9 percentages n.a.

Czechoslovakia 4,3-7,1 " )
GOR 4,4-8,6 "

Hungary 4,1-6,2 "

Poland 5,1-7,6 "

Romania 6,3-7,6 "

USSR 3,3-6,7 "

In Czechoslovakia, GDR and USSR the highest growth
ratez were experienced in 1951-60, the lowest in 1976-79; ;
in Huengary and Poland in 1971-75, resp. 1961-7C; Bulgaria
and Romania show an other pattern. In all CMEA-countries
but Romania the increase of labour productivity was lower
in 1976-79 than in the previous five-year period, this
slowing down amounted to 0,3 /Bulgaria/-2,7 /USSR/ per
cent p.a2. The relative productivity growth by branches
show some similarities. In the period 1961-78 all countries
reported relatively high growth rates in the engineering
industries and chemicals, relatively low growth rates
/compared to the avarage growth of industi-ial labour
productivity/ in the food industry and in most branches
of the light industry /see Table A-1/., This can be
explained by the higher growth of tne two branches first
mentioned and by their larger share in industrial

invesiments.




Table 9. The growth of industriai labour productivity

in the CMEA-courtries /Average rates of

. x/
grwoth p.a. in percentages/

Ccuntry 1951~ | 1961~ | 1971- | 1976~ 1961~ | 1961-

-60 -70 -75 -7 ~70 -79

Bulgaria 5,2 6,9 6,8 6,5 6,0 6,8

Czechoslovakia 7,1 4.6 5,6 4,3 5,8 4.8
GDR 8,6 5,6 , , 7,1 5,
ungary 4,5 4,1 » 2 , 4,3 5,

Poland 7,3 5,1 7,6 5,5 6,2 5,8
omania 7,1 6,8 R ’ 6,9 ’
SSR 6,7 4,8 ,0 ’ 5,7 .

x/ State-owned and co-operative industry only. f

The aversge growth rates of labour productivity
of the CMEA-countries for the total periocd 1951-79 remain

in a relatively narrow range:

Romania 6,9 per cent p.a.
GDR 6,4 »

Poland 6,3 "
Bulgaria 6,2 "
Czechoslovakia 5,6 "

USSR 5,5

Hungary 4,8 "

In Hungary - with thz lowest growth rate - the tast
increase of industrial employment was associated with a
relatively slower growth in labour productivity but the
former phenomenon helped to ensure full employment and
some losses in industrial labour productivity were
ccmpensated by the better performance of agriculture.




In the total economy /according to the KRMP concept/ labowu

productivity in Hungary increased by 4,5, in the GDR by 4,4 per
eent p.a.; in Poland by 5,1, in the USSR by 5,3 per cent. Ia
Czechoslovakia its rate was 3,S per cent, in Bulgaria and
Romania -~ probably partly due to the structural shifts
from agriculture to industry - by 7,4, resp. 8,7 per

cent p.a.

To the term "labour productivity” used in this
context it should be added, that it is measured by the
gress value of output at constant prices per number of
employees which means, that i/ these index numbers
do not reflect the changes in the per unit use of energy
and materials, ii/ they include the impact of increase
in capital intersity and the qualification of labour which
both were significant in all these countries. In the next
part of this paper some estimates will be given on total
factor productivity as w211, These index numbers
take into account capital-labour substitution, tco; they
measure the efficiency of the use of labour and capital
combined and therefore, indicate less differences by
countries /see Table 15/.

If we call the increase in employment an extensive,
that of labour productivity an intensive factor of growth
/as usual in the CMEA-countries/, in the three decades
urder review the diminishing role of the &extensive
factor can be cbserved. Based on the simplified equation
Q= E x LP /the output is the product of employment
and labour productivity/ the changes in output can be
abbributed to /7and divided between/ the changes in
employment and labour productivity. In Table 10 data on
the contributicn of employment are presented /100 minus
this contrihution gives the contribution of labour
productivity/. Tha growth of employment contributed to




the increase of industrial output

the range of 22 and 62 per cent,
in the range of -11 and +30 per cent,
That is the

averages are 40 resp.

10 per cent.

in the fifties 1in

in the late seventies

their unweighted

while the CMEA-countries emphasize the need for the

better utilization of the intensive factor/s/,

for the intensification of the production.

reason

the need

Table 10. The contribution of the changes in

employment to the increase of industriail

output /in percentages/

Country 1951~ 1961~ | 1971~ | 1976- 195!~ ]1961-
-60 -70 -75 -79 ~-70 ~79
Bulgaria 62 38 25 0 51 29
Czechoslovakia 33 23 16 14 29 20
GDR 22 7 17 13 16 10
Hungary 54 40 5 -11 48 29
Pcland 36 39 26 o 37 29
Romania 39 43 50 25 41 42
USSR 37 41 15 30 39 33

x/ State-owned and co-~operative industry only.

The future growth of the industrial production in

the CMEA-countries depends on the success of this

intensification, on the increase of labour productivity.

From the growth of industrial employment - looking at the

prevailing trends,

the total labour resources,

ihe .imited prospects for growth in

sectors - only a very modarate contribution can be

the needs of the tertiary

expected if at all. The relative level of labour produc-

tivity in the CMEA-countries is lagginy behind the most




advanced countries. According toc Hungarian calculations
and estima tes industrial productivity in this country
might be around 50 per cent of the level of the developed
marketl economies. The dif"erence in case of the GDR,
Czechoslovakia, the USSR is less but still is not
negligible, for the other countries it might be similar.
This hints to significant reserves, their utilization,
however, requires further investments in capital and

R& D as well as improvements in management, organiza-
ticn, progress in specialization and structural

ad justment,

4, Capital and investment

The share of accumulation in the CMEA-countries
in the last two decades was relatively - although not
exceptionally - high in international comparison. /Do
not forget, that like most value indicators, these
figures also are influenced by relative prices, in this
case prices of investment and consumer goods/. This
share /see Table 11/ moved mostly in the range of 25
and 30 per cent, in some cases with greater fluctuation.
The data of the years 1976-78 do not show significant
changes but in the case of lower growth rates the same
share of accumulation allows for less investments. The
figures on the growth of investments /see Table 11/
clearly indicate this consequence - for 1976-78 with
the exception the GDR and Romania, for 1976-79 for all
these countries,

The stock of the productive fixed assets increased
in these last years invariably /see Table A-2/ but due
to the slowdown in the increase of the national incoms
the capital/output ratio /see Table A-3/ mored upwards,




Taple 11.

The share of accumulation in

income used /in percentages/

the nrational

Country 1960 | 1965 | 1970 | 19753197601977]11978]1976-78
Bulgaria 27,4 28,4 29,2 32,5 23,6 26,0 24,0 26,2
Czechoslovakia 17,7 9,2 27,0 29,2 28,3 25,1 25,0 26,1
GLR 18,2 20,0 24,4 22,3 22,9 23,0 21,6 22,5
Hungary 23,1 19,3 24,9 27,7 27,2 28,2 32,3 29,2
Poland 24,0 25,9 25,1 34,1 24,7 31,7 30,8 32,4
Romania . . . . . . . 36,9
USSR 26,8 26,3 29,5 26,6 27,0 26,8 26,3 26,7

Table 12. Growth of total investments

/Average rates of growth p.a. in percentag=s/

IEountry 1961-65| 1966-70 | 1971-75]1976-78] 1976-79

Bulgaria 7,9 12,5 8,6 4,9 s 1
zechoslovakia 2,0 7,3 8,0 3,6 .2
DR 5,0 10,1 4,7 5,3 ,3
ungary 5,6 11,7 7,0 5,6 »5
oland 6,8 8,1 18,4 2,7 0
omania 11,3 11,2 11,5 12,0 10,2
SSR 6,2 7,6 7,0 4,7 3,7

Looking at the total pericd from 1961 to 1978 the capital/
/output ratio increased in Bulgaria and the USSR by 2,1,

in the GDR and Romaniz around 1,0 per cent p.a. and did not

change /or nct significantly/ in the other 3 countries.




The growth rates of the industrial investments

/see Table 13/ show remarkable fluctyation; in 1976-78
compared to the previous five-years average still
increased, in the GDR, in Hungary /and somewhat also

in Bulgaria and Romania/ in the other 3 countries dropped.
The stock of fixed assets in the industry - similarly

as in the total economy -~ increased in these years in
ali countries /on Romania d:ta are not availeble/ but the
capital-output ratios /see Table 14/ signalized problems.
The change of this ratio 1in the industry in the total
period of 1961-78 was very different by countries, but

in 1976-78 its increase was characteristic everywhere.

/

Table 13. Growth of industrial investmentx

Country 1961-65 1966-70 1971-75 1976-78

Bulgaria 13,7 12,7 6,0 6,6
Czechoslovakia 3,4 5,1 7,0 4,1
GDR 7,1 9,0 4,1 6,8

{ Hungary 4,4 8,3 6,2 11,1
Poland 8,1 7,8 21,9 0,0
Romania 13,4 10,8 12,3 13,7
USSR 6,6 6,8 6,8 4,1
x/

State-owned and co-operative industry only.

This meant thact to the same growth of output more capital
had been needed than previously, due to a number of
different reasons: problems in the appropriate ailocation

of resources and the planned utilization ol the new
capacities, structural changes, and perhaps some
inperfections in the recalculation of the statistical

figures into constant prices, too.

/Average rates of growth p.a. in percentages/




Table 14. Changes in the catital/output ratic in

the industry /Average rates of changes

p.a. in percentages/ x/
]
country 1961-6%[1966-70{1971-~-75|1976-7811961-78
Bulgaria 3,6 2,3 0,6 1,9 2,1
Czechoslovakia 0,7 -2,0 -0,2 1,4 -0,3
GDR . -1,0 0,5 0,6 0,0/
Hungary 1.0 -0,1 1,5 2,9 1,1
Poland -2,3 -1,8 -1,0 4,0 -0,5
USSR 2,6 0,5 1,2 1,5 1,5
x/

With the exception of the GDR state-owned and
co-operative industry only. The output is measured
by gross value indicators. Data on Romania are not
available.

xx/
Average 1966-78.

In Table 15 approximative calculations on the growth
of total factor productivity are presented /the weighted
average of the growth rates of labour productivity and
output/capital ratio, assuming uniform weights 2/3:1/3 for
each country’/. These estimates compared to the index
numbers of labour productivity show definitely less
dispersion by countries. According to these calculations
the variance in the increase in labour productivity can
be attributed to a great extent to the differences in
the degree of capital-~labour substitution.
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Table 15. Changes in labour and total factor
productivity, 1961-78 /Averages rates

of growth p.a. in percentages/

Country Labour|/Estimated/ |Labour|/Estimated/
total factor total facton
productivity in productivity in
the economy the industry
Bulgaria 7,5 4,3 6,7 3,8
Czechoslovakia 3,8 2,5 4,9 3,2
x/ x/
IGDR 4,5 2,7 3,8 2,5
Hungary 4,6 3,0 5,1 3,0
Poland 5,2 3,5 6,0 3,8
Romania 8,8 5,6 . .
Essn 5,5 3,0 5,2 3,0
x/

For the years 1966-1978.

The lower growth rates of total factor us labour
productivity are not surprising, all calculations of this
type /in the CMEA-countries callea often assessment of the
"efficiency of production'"/ measure according to a smaller
scale but the differences are relatively large. Looking
from this angle labour + capital are the extensive factors
of growth, the increase of total factor productivity is
the intensive factor. Compared to the analysis of labour
input and ?-bour productivity only, in this more
comprehensive assessment the share of growth attributed
to the extensive ractors appears t» be higher, the need
for increasing the role of the intensive factors even
more pressing. The CMEA-countries are aware of this need
for intensification in the use of both labour and capital,
this is considered as a prerequisite of avoiding a
substantial and lasting slowdown in growth.
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5. Energy, technology and management

The total commercial energy consumption in the world
increased in 1951-60 by 5,5 per cent p.a., in 1951-73 by
4,9 per cent, after the "price explosion" in 1374-78 by
2,5. Per capita consumption figures show similar changes:
3,5-3,0-0,7 per cent p.a. The share of liquid fuels in
total primary energy production increased from 29,9 per
cent in 1950 to 48,8 per cent in 1978, that of natural gas
from 9,3 to 18,56 per cent - at the cost of solid fuels
/59,5-29,8 per cent/. Imports related to total primary
energy production were 17,6 per cent in 1950, 35,5 per cent
in 1978. These figures X/
in the energy situation in the last decodes, in particular
from 1973 on.

illustrate the radical changes

Looking at the CMEA-countries, the increase of energy
consumption in 1951-70 was 6,4« per cent p.a. while 4,3
rer cent in the developed market economies. It remained
in both cases below the growth of GDP but at different
extent. The elasticity of energy consumption per unit of
national income /NMP, resp. GDP/ was 0,72 in the CMEA-
-countries, 0,96 in the developed market econcmies. The
relative growth of primary energy production /to NMP,
resp. GDP/ shows another picture: 0,74 in the CMEA-countries,
0,72 in the developed market economies. The CMEA-countries
as a group is net exporter of fuel, the developed market
economies dependence on imported fuel had beenr increased
untill recent years substantially. Within the CMEA-group,
however, fuel export is significant only for
the USSR and Poland and the changes in relative prices
had an impact on all countries. More closely the
developments in the seventies will be reviewed here.

x/ Source: World Energy Supply 1970-73. UN, 197S5.
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Comparing the years 1971-73 and 1974-78 /see Table 16/
the growth rate of total energy consumption in the CMEA-
-countries slightly, in the developed market economies
radically decreased. This was the consequence first of all
of the slowdown in econromic growth and secondly of the
savings in energy consumption. The difference in the increase
of the use of electricity was less but still significant:
the growth rate in 1974-78 was 5,5 per cent p.a. in the
CMEA-countries /data by countries see in Table 17/, 3,5
per cent in the developed and 8,2 per cent in the develop-
ing economies.

Table 16. Changes in the production and consumption
of energy, 1971-78 /Rates of growth p.a. in

percentages/,
Group of countries, Cons tion of (Per cupita
GDP‘/ Primary consyaption
periods energy |total 1iquid of Commer-
produc- |commercial Ifusls cial energyl
tion energy ’
world 1971-73 6,0 4,8 4,8 7.1 2,9
1974-78 3,0 2,1 2,5 2,0 0,7
JC!EA—countries
1971-73 6,6 4,2 4,5 1,4 3,6
1974-78 5,5 4,8 4,1 2,1 3,2
rt)eveloped market
conomies ,471-73 |s,1 1,4 4,1 6,3 3,1
1974-78 1,8 0,2 0,5 0,3 -0,2
peveloping countries
1971-73 6,3 8,9 ‘8,0 9,2 5,4
1974-78 5,0 0,8 6,6 6,5 4,0

Sources: Table A-4 and A-5 /Annex/.

x/ In case of the CMEA-countries NMP.
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Table 17. Changes in the production and consumption of
energy 1974-78 in the CMEA-countries. /Rates
of growth p.a. in percentages/

Country Total Consumption of Consumption of
primary | commercial energy Jelectricity
Sgggﬁz- aggregate per aggregate per
tion capita capity
Bulgaria -0,5 3,8 3,3 5,6 5,1
Czechoslovakia 2,3 3,5 2,7 , R
GDR 1,2 2,2 2,5 , ,
ungary 1,4 3,2 2,7 , ,
oland 4,0 5,2 4,2 , ,
omania 1,9 3,9 2,7 . ,
SSR 5,5 4,2 3,2 . ,

Source: Table A-6 and A-7 /Annex/

In all CMEA-countries except the Soviet Union the
consumption of commercial energy increased in 1974-78 at a
higher rate than their primary energy production. In 1973
the USSR produced 76,5 per cent of the total primary energy
of the CMEA-group, in 1978 78,9 per cent; the Soviet Unions:
consumption increased only fron. 70,3 per cent to 70,7 per
cent. The USSR’s share in 1978 in the total solid fuel
production was 56,5, in liquid fuels 97,0, in natural gas
87,4, in hydro and nuclear energy 85,8 per cent. With the
exception of the USSR all CMEA-countries are very much
dependent on imported fuel /see Table 18/. With the
exception of the USSR and Poland they are net importers

and the increase of the prices of fuels contributed the
their balance of payment problems since these price changes
had been validated according to special schemes within the

CMEA-trade, too. Therefore, they have and started to take
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measures for more accentuated savings in the consumption

of energy. The Soviet Union and Poland do the same, partly
for price considerations, partly facing the increasing
costs of the exploitation of their deposits. The impact

of these measures accompanied by the lower growth rates

are now and will be felt in the next years even more. Since
fuel can be imported in peace-time if one has hard currency
to pay for it, energy should not be dealt with as an
absolute constraint of growth but - in a2d4dition to the
pressure for savings and for utilizing own production
potentials - reinforces the need for export strength.

Table 18. Energy production and trade in the CMEA-
group, 1978.

Country Exports Imports Share of Primary Energy
liquid energy consump-
fuels produc- tion

related to the cuuintry’s tion
total consumption /in in the CMEA’s tctal
percentages/ /in percentages/

Bulgaria 0,2 71,9 43,6 0,6 2,2

Czechoslovakia 6,6 37,0 21,4 3,5 5,6

GDR 4,7 37,2 20,2 3,6 5,8

Hungary 5,6 54,0 38,0 C,9 1,8

Poland 23,5 16,8 11,3 9,1 9,6

Romania 12,0 22,6 26,0 3,4 4,3

USSR 21,7 2,4 35,1 78,9 70,7

3ource: Table A-6 and A-7 /Annex/

Technological progress was a major source of =conomic
and industrial growth in the CMEA-countries although it

cannot be demonstrated by statistical figures. Sometimes
the "residual" of the production functions and total factor
productivity in "growth accourting' will be interpreted and
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dealt with as measures of technological progress. Accord-
ing to our estima‘es /see Table 15/ this factors’ contribu-
tion to growth in the CMEA-countries in 1961-78 was between
50 and 60 per cent in the total economy, and between 40 and
50 per cent in the industry. Actually, however, this
“"residual"” includes a number of different factors: beside
improvements in products and technology progress in
management and organization, impacts of structural shifts,

errors of calculations, etc.

The CMEA-countries, first of all the USSR, have a
huge potential for research and development. They have a
large network of academic and industrial research
institutes, the share of the highly qualified manpower
in the population is among the highest at international
standards. These countries uﬁilize tre possibilities of

central planning fer launching big projects with the
concentration of intellectual and material resources. They

are strong in fundamental research but less efficient in
the rapid application and dissemination of the research
findings; their rezent efforts are aiming now at
strengthening these imrovative activities.

Several forms and channels had been built up to
co-ordinate research and development and to exchange and
spread informations on technical progress between the
member-countries of the CMEA. They established joint
institutes, joint projects, programmes and committees and
working parties and in the last decades strengthened the
co-operation also with the developed market economies,

The scientific contacts with these economies and the use

of all forms of transfer of technolciy - trade of investment
goods, licerices and know-how, co-operat.on agreements, etc. -
increased substantially. The Soviet Union as a huge country
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can and ices cover all fields of researcn anl levelopment,
nevertheless finds this international cooperation fruitful
in some areas in particular, and is re-wdy to contribute

to make further progress.

The other CMEA-countries being of small or medium
size are relving much more on division of labour, specializa-
tion and co-operation in research and development, too.
In order to accelerate technical progress iu their
economy beyond the CMEA co-operation they increased the
import of investment and intermediate goods, buying
licences and know-how, and co-operation agreements
from/with the developed market economies. At the same time
they are aware of the fact that successful application
of the transferred technology requires own contribution,
in a number of selected areas the must be the pioneers and
that to be in able to pay for imports they have to increase
their competitiveness of thei: exports. Vis-a-vis the
developing countries the CMEA-countries are in the donor
position and giving assistance to the technological progress
of these countries in addition to commercial considerations
they take into account the requirements of international
solidarity, too.

Innovation and diffusion of new technologies req:. re
also improvements in management and organization. From the

mid-sixties all CMEA-countries implemented many programmes

and projects in this field and developed their international
co-operation, too. Research on the theory of management and
organization /and on the related areas as management

science, system analysis etc./ made great progress and

received academic support. Complete natworks of management
training centres, institutes and enterprises for

consultancy in management and organization had been established.
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Computers found wide application in enterprises, research
laboratories, in design, planning and control. Also
contacts with the market economies are increasing through
scientific conferences, meetings of the chambers of
commerce, the joint institute in Laxenburg /IIASA/ etc.

At the same time 1t has been recognized that in order

to increase the efficiency of the management of the
enterprises there is a need for more autonomy of the
enterprises, for a greater role of prices, markets,
finances, material and moral incentives. All CMEA-countries
are preparing and introducing now changes in their system
of economic guidance in this direction of course with
different intensity, led by many different considerations,
taking into account their specific requirements and

constraints.
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II. Specialization and the pattern of production

Division of labour, specialization and co-operation
are inherent characteristics of industrial production,
sources of economies of scale and higher performance,
cften necessitated also by factor endowment or the
existance of indivisibilities. Specialization can be
observed in the activities of the individual firms and
in the industry of single countries equally. The simplest
way to study specialization is offered by the statistical
data classified by industrial divisions and branches: this
is how intersectoral /interindustry/ specialization can be
analysed. Though the significance of intrasectoral
/intra-industry/ specialization is increasing, the lack

of adequate data basis mostly limits its analysis.

1. The pattern of the industrial output of the CMEA-group.

The pattern of output and the intersectoral specializa-

tion of the CMEA-group will be compared to the developed
market economies and the developing countries by two
methods; by comparing the value added weights and the
relative growth rates of these groups of countries. In
both cases the data used are taken from the UN aggregate
index numbers of industrial production. Since these
figures reflect differences and changes in both relative
prices and volumes of output, they allow only tentative

conclusions.

The UN value added weights by ISIC divisions and
branches for 1963, 1970 and 1975 /see Table A-8, A-9,
A+10/ show more or less similar changes in the CMEA-
~countries as in the developed market economies, The
share of mining both in the centrally planned and the
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developed market economies from 1963 to 1970 declined,
then to 1975 due to the relative price changes increased
approximately to the level of 1963. The share of mining
in the developing countries between 1963 and 1970 did
not change, then to 1975 increased from 23,0 to 44,5

per cent /that of oil mining from 16,8 to 40,7 per cent/,
the shares of the branches of the manufacturing sector
decreased, within the manufacturing sector the share of
chemicals and metal products from 1963 to 1975 grew /15,7-
~22,0, resp. 15,1-22,0/, that of foodstuffs and textiles
decreased /27,1-19,9, resp. 13,7-10,0/.

Comparing the changes in the CMEA countries and
in the developed market economies, from 1963 to 1975
the most apparent differences are as follows:

growth in the share of textiles and clothing in
the CMEA-countries /9,2-11,4/ its dacrease in the other
group /9,0-7,2/;

decrease in the share of the fcod and wood industries
in the CMEA-countries /17,7-14,7/, no changes in the
other group;

greater increase of the chemicals /7,6-9,7 wvs.
12,0-12,7/, somewhat less one of the metal products
/34,0-34,5 vs. 32,5-33,7/ which results in smaller
differences in the absolute levels.

According to the data recalculated for 1979 /see
Table 19/ the major differences in the branch pattern of
the industry between the CMEA and developed market economies
can be identified as

higher share of paper, printing, publishing;
chemicals; wood products, furniture; and electricity,

gas and water in the market economics, and
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higher share of coal and oil mining;

food industries;

textiles; clothing; non metallic mineral products;

and metal products /with significant difference in the

product mix/ in the CMEA countries.

Tatle 19. Data on the intersectoral speciaiization
cf the three groups of countries /value added
and branches/, 1979

welights by ISIC divisions

Division, branch World CMEA- Developed Developing
coun- market countries
tries economies

Mining 12,5 9,4 6,0 42,1

Manufacturing 81,8 87,8 86,6 53,9

Light manufacturing 27,5 29,0 28,1 22,8

Heavy manufavturing 54,3 58,9 58,5 31,1
Electricity, gas and

water 5,7 2,7 7,4 4,0

Total 100,0 100,0 100,0 100,0

Coal 1,5 2,6 1,4 0,3

Crude petroleum and

natural gas 8,8 4,3 R 38,5

Metal mining 0,9 0,7 . 1,9

Focd, beverages, tobacco 10,1 10,7 . 10,5

Textiles u,l 5,3 . 2,3

Wearing apperal, leather

and footwear 3,5 S . ,
ood products, furniture 2,9 2,6 3, 1,
aper, printing, publish-

ing 5,0 1,5 7,0 2,4
hemicals, petroleum,

coal and rubber

products 12,6 9,8 13,8 12,9
on-metallic mineral

products 4,0 5,4 3,6 2,9
asic metals 5,0 6,7 6,4 3,6
etal products 32,0 38,3 34,6 12,5

Source: Table A-10 /Annex/ and Monthly Bulletin of Statistics,

UN, November 1980.
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"¢ compare the relative growth rates by branches

branch growth rates related to the growth of the industry
as a whole for the period 1971-79 /see Table 20/ the main
differences between “ne CMEA-countries and the developed

market economies can be summarized as follows:

Table 20. Relative growth rates by ISIC divisions and

branches, 1971-79
Division, branch World CMEA- Develioped Developing
coun- market countries
tries ecconomies

Mining 0,85 0,79 G, 90 0,82
Manufacturing 1,02 1,03 1,00 1,13

Light manufacturirg 0,92 0,85 0,94 0,98

Heavy manufacturing 1,06 1,13 1,02 1,28
Electricity, gas and

water 1,08 0,92 1,13 1,42
Coal 0,70 0,70 0,67 0,83
Crude petroleum and

natural gas 0,93 0,90 1,13 0,65
Metal mining 0,69 0,65 0,68 0,70
Food, beverages,

tobacco 0,88 0,79 0,96 1,02
Textiles 0,89 0,83 0.86 0,90
Wearing apparel,

leather and foot-

wear 0,86 0,82 0,86 0,y8
Wood products,

furniture 0,86 0,86 0,94 0,77
Paper, printing,

publishing 1,04 0,84 0.93 1,23
Chemicals, petroleum

coal and rubber

products 1,09 1,08 1,14 1,24
Yon-metallic mineral

products 0,90 0,91 0,98 1,22
Basic mnetals 1,02 n,84 0,86 1,17
Metsal products 1,15 1,26 1,C4 1,40
Industry 1,00 1,00 1,00 1,00

Source: Monthly Bulletin of Statistics, UN, November 1980.
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significantly higher relative growth of metal

products in the CMEA-countries, and

significantly higher relative growth of electricity,
gas and water; crude petroleum and natural gas, and food;
higher relative growth of paper, printing, publishing;
wood products, furniture; non-metallic mineral products;

and chemicais in the developed market economies.

These differences can be attributed only to a small
extent to specialization between the CMEA and the
developed market economies. The data on the trade of these
two groups of countries /Part III of this paper/ will
support convincingly this statement. The similarities and
the differences can be explained primarily by the
patterns of consumption and by technological progress,
and specialization within these two groups of countries
separately is much more significant than specialization

between them.

Compared to the developing economies the prowth pattern
rates of the CMEA-countries and the developed market
economies shows more similarities than divergences. This
proves the significance of the relative level of development
on the changes in the pattern c¢f industrial production.

Looking at relative growth data of the two sub-periods,
1961-70 and 1971-79 , Interesting
changes can be observed in the world industry -

a relative increase in the growth of coal; food;
textiles and clothing and non-metallic mineral products,
and

a relative decrease in the growth of electricity,
water and gas; crude petroleum and natural gas; metal

mining, basic metals and metal products.




2. The pattern of industrial output by countries

The CMEA statistical publications present a classifica-
tion of the industrial output into two broad categories:
Group A/ means of production, and Group B/ consumption
gocds. These classes are similar but not identical to those
of heavy and light industries. When comparing these data
/see Table 21/ over time or between countries, it must be
taken into consideration, that these figures are calculated
as current national prices and therefore, they are influenced
by the relative prices of the different perinds and coun-
tries, further on: as gross value of output data by the
organizational pattern /degree of integration/ of the

enterprises, too.

Table 21. Share of output of Groups A/ and B/ in the
CMEA-countries

Country Share of Group A/ Share of Group B/
means of production consumpcion goods

/in percentages/ /in percentages/
1960 1978 1960 1978
Bulgaria 47,2 60,7 52,8 39,3
Czechoslovakia 61,5 67,8 38,5 32,2
GDR 60,8 66,C 39,2 34,0
Hungary 66,0 64,7 34,0 35,3
Poland 57,5 65,1 42,5 34,9
Romania 62,8 73,1 37,2 26,9
USSR 72,5 74,1 27,5 25,49
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Changes over time show in all cases but Hungary
the increase of the share of group A/, though in the
Soviet Union only slightly. According to the figures
of 1978 four countries have a chare of group A/ between
65-68 percentage, while Bulgaria shows 61, Romania and
the Soviet Union 73-74 percentaye.

In the CMEA statistics the classification of branches
differs from ISIC, first of all in the principle that min-
ing and manufacturing activities aiming at the same final
products are combined. By branches only data and index
numbers of the gross value of output will be published
usually covering the state-owned and co-operative
industry /which produces 97-100 per cent of total .ndustrial

output registered as such/.

The figures on the shares of the industrial branches
/see Table A-11, Annex/ show perhaps more similarities
than divergences but they are so much dependent on relative
national prices that they do not allow conclusions on
snecialization. We have to turn to relative growth

~oefficients and foreign trade data.

The relative growth coefficients of the 1% branches for
1961-78 are presented in Table 22. These figures indicate
a number of common characteristics reflecting similarities
in the changes of technology and in the pattern »f consump-
tion and differences as well - if not in the sign then
in the value of the coefficients.

Lower than average coefficients are found in all
countries in wood, textiles, leather and shoe and food;
in all countries except Bulgaria in fuel and iron and
steel, where Bulgaria started from a very low level.
Engineering industries, chemicals and /with the exception
of the GDR/ glass have higher than average coefficients

—_— aa
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in all countries; the differences in these coefficients
can be explained in most cases again more by the starting
levels than by aiming at sz2ctoral specialization. The
remaining S5 branc.ies /representing 10-13 per cent of the
total gross value of output/do not show 'regularities".
This leads to the conclusion that since these coefficients
are influenced substantially by the starting level and

the average industrial growth rate of the given country,
they do not give a firm basis to formulate reliable
statements about the Intersectoral specialization of these

countries.




Table 22. Relative growth coefficients by branches in the CMEA-countries, 1961-1978

cent/

Branches Bulgaria Chechoslovakia GDR Hungary Poland Romania USSR
Electricity 1,17 1,11 0,92 1,32 1,04 1,28 1,18
Fuel 1,44 0,74 0,79 0,80 0,58 0,35 0,68
Iron and steel 3,13 0,80 0,82 0,68 0,68 0,87 0,79
Non-iron metals . 1,00 1,01 0,99 1,13 0,77 .
Engineering

industries 2,39 1,38 1,26 1,29 1,95 1,84 1,85
Chemicals 2,41 1,79 1,22 2,78 1,58 2,76 1,70
Building

materials 1,39 0,91 1,02 0,66 0,77 1,15 0,93
Wood 0,44 0,88 0,85 0,94 0,84 0,51 0,56
Paper 1,28 0,84 0,80 1,26 0,60 1,13 0,94
Glass 1,51 1,10 1,00 1,69 1,32 1,04 1,48
Textiles 0,60 0,75 0,69 0,63 0,68 0,82 0,60
Clothing 0,77 0,80 0,61 0,66 1,06 1,13 0,73
Leather and shoe 0,63 0,88 0,87 0,69 0,62 0,64 0,59
Printing 0,73 1,02 0,66 1,27 0,94 0,44 .
Food 0,60 0,69 0,68 0,80 0,54 0,44 0,68
Industry 1,00 1,00 1,00 1,00 1,00 1,00 1,00
Average rates of

growth p.a. /per 10,0 6,1 6," 6,6 8,8 12,6 7,7

—————
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(omparing these coefficients for the two
sub-periods 1961-70 and 1971-79 /see Table A-13, Annex/
it is remarkable that their dispersion /that means: the ,
variance of the sectoral growth rates/ in the second
subperiod decreased in all countries!

3. Intra-branch specialization

Assuming that international specialization is
motivated by comparative advantages and economies of
scale why should these appear differentiated Ly branches
and not by other categories? Factor endowment may favour
special branches but if branches /as mostly/ are
aggregates of very different products by capital, labour,
R& D intensity, comparative advantages can b2 very
different for the various groups of products within the
same branches. There are several types of economies
of scale, some of them are connected with plant sizq
with the size of the enterprise or the total domestic
production of the given branch, others are product
specific depending on the quantities of the given products.
All these necessitate intra-branch specialization and
actually this ic more general and more important than
the specialization by branches. Though it cannot be
tested statistically, in a consistent way, also for the
CMEA-countries intra-branch specialization is predominant.

The statistical yearbook of the CMEA includes output
data for sel=cted years between 1960 and 1978 on 155
products /from this 52 are metal, 34 chemical and 69
other products/. It can be attempted to look at the
differences i.i the relative growth coefficients of these
products /concerning 1961-78/ as indicators of intra-branch
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specialization. Data are not available /due to lack of
production or information/ on 10 /4/ products in case
of Poland and the USSR, and on the other countries:
Czechoslovakia 12 /5/, GDR 26 /7/, Hungary 32 /18/,
Romania 48 /21/, Bulgaria 53 /25/. /In brackets the
number of metal products had been quoted/.

The relative growth coefficients are in the

case of

- Electricity - around 1 in all couniries,

- Coal - below 1, except Poland /0,98/ and
Romania /0,77/ very law,

- 0il - USSR 1,03, Romania 0,14, Hungary 0,53,
not significant /or not at all/ in the other
countries.

- Natural gas - USSR 2,18, Romania 0,40, Hungary
6,96, not significant /ecr not at all/ in the

other countries.

These latter data reflect the different possibilities
to increase fuel production. The coefficients are in the
case »f

- Iron, .steel, plate - similarly below 1 in all

countries but Bulgaria /which started from a

very low level/,

however, these aggregate figurec conceal the specializa-
tion in sortiments. The data on the 52 metal and 34
chemical producis show more variance. From the metal
procduct coefficients three quarters are below, one
quarter is above 1; from those of the chemical products
more than 50 per cent are above 1. The share of the
products where any countrys coefficients /owing to the
lack of data not necessarily of all 7 countries’/ are
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equally above or below : is 31 per cent for metal and

42 per cent for chemical products; the rest is equally
distributed between those with one or more exceptions.
Below or above 1, however, still does not mean similar
relative growth rates: "below" can be 0,10 and 0,90

"above" 1,10 and 11. The relative growth coefficients
of the rest of the products /of the light and food industry/
are with a few exceptions below 1 and alsc their values

are similar. Nevertheless only a product by product
analysis cculd lead to reasonable conclusions - but hardly
to comprehensive indicators on the degree of intra-branch

specialization.

An other apprcach could be hased on the comparison

of the per capita output figures by products /in an other
variant adjusted according to the relative level of

GDP-NMP/. In many cases even the absolute figures are .
characteristic . Some examples may illustrate this /with
data on the year 1978/:

excavator: USSR 41139
Poland 2430
Romania 1701 p
Bulgaria 1074
GDR 705
Czechoslovakia 598
Hungary -

electric wheel-

-barrow Bulgaria 64,9
/ thousand/ : Poiand 20,8
GDR 9,3

USSR 9,0 |

Czechoslovakia 3,4 i

Hungary - ‘

|
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passenger car /thousand/: USSR 1312
Poland 325
Czechoslovakia 176
GDR 171
Romania 81
Bulgaria 15
Hungary -

truck /thousand/: USSR 762
Poland 55
Czechoslovakia 40
GDR 37
Romania 34
Hungary 1

bus /thcusand/: USSR 77
Poland 16
Hungary 13
Romania 4
Czecnoslovakia 3
GDR 2
Bulgaria 2

In great many cases multilateral long-term agreements
/with thousands of items/ fix inter-country specializa-
tion in particular for metal ard chemical products. These
agreements first concerned mostly final products, they
are step by step increasingly extenied to intermediate
products, parts, components. About one third of the
intra-CMEA trade of metal products is based now on
specialization agreements - this share by countries vary
between 22 /Soviet Union/ and 51 /Bulgaria/ per cent -
but parts and components still are produced in many cases
in small lot sizes without rational concentration and

making full use of scale economies. The CMEA-countries




will introduce further improvemznts in the system of
their intra-branch specialization and co-operaticn,
including long-term agreements, planning, pricing,

financial arrangements, interfirm relationsships etc.

The effectiveness of these measures are limited
by a number of factors which should be studied carefully and
handled in a more appropriate way. The rapid changes in
market conditions and relative prices valid als»n in the intra-
CMEA-trade require a more flexitle scheme and treatment of
the long-term agreements in order to better harmonize lasting
commitments and emerging contradictory interests. Differences
in the internal system of the planning and control of
production and trade often create difficulties in the fieeded
fast adjustment to the changing conditions in particular when

a whole chain of interlinked interfirm cooperation is concerned.
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II1I1. Foreign trade and specialization

1. The growth and pattern of foreign trade

There are plenty of possibilities for specialization
within single enterprises and countries but international
co-operation opens new, further opportunities for it. The
importance of international specialization is growing in
modern economies with sophisticated products and large-
~-scale systems of production for many reasons among
them first of all by helping to utilize comparative
advantages and scale economies. This manifests primarily
in the high growth rates of foreign trade.

According to the CMEA statisties in the last thre=
decades /1951-79/ their exports increased by 2G, their
imports by 27 times while their national income /at
constant prices/ by 8 times. Starting from a lower level
this growth was higher than that of the market /both
the developed and developing/ economies but less than that
of the EEC /growth by 45 resp. 39 times/. The growth
of foreign trade in the CMEA-countries was really specta-
cular in the first decade /1951-60/ but afterwards /1961-
-79/ lower than in the rest of the world. The increase
of the total foreign trade turnover ’‘exports+imports/in 13961-79

amounted to 3 in the CMEA-countrie-., ,5 in the developed

market economies /EEC: 10/, 8,5 in the developing countries.

The total foreign trade turnover increased in the
total period of 1951-79 /resp. in 1961-79/ in Czechoslovakia
by 14 /5,5/, in Poland by 20 /9/, in Hungary by 25 /9/,
in the USSR by 27 /8/, in the GDR by 30 /6/, in Romania
by 34 /11/, in Bulgaria 51 /11/ times. Although these
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figures are not completely comparable /since they reflect
changes in volumes and in particular in the last decade
that of prices, too/ they demonstrate-measured by inte.rna-
tional standards-a rapid growth of foreign trade in
1951-60 and an average or somewl it less-than-average

grcwth in the sixties and seventies /see Table 23/.

Table 23. Growth of exports and imports by major
economic groupings, 1961-79. /Average rates
of growth p.a. at current prices, i~

percentages/,
World ICMEA-countries Developeg market l?evelop—|
economies ing
total |of whichi total |of v.vhich‘“‘mt“es
USSR EEC
Exports
1961-65 8,0 8,4 8,0 8,7 9,0 5,9
1966-70 |19,7 9,1 9,4 11,6 11,7 8,6
1971-75 17,6 15,6 15,8 15,6 16,2 25,8
1976-79 |13,2 13,5 15,3 14,4 15,3 10,1
Imports
1961-65 7,8 8,0 7,4 8,9 9,0 4,5
1966-70 |10,7 8,9 7,8 11.5 11,0 8,4
1971-75 (17,3 18,5 20,4 15,7 15,5 22,4
1976-79 |13,8 10,1 9,2 14,9 16,0 11,9

The share of the CMEA countries in world foreign trade
/see Table 24/ is considerably below their snare in world
production. This share increased significantiy between
1950 and 1960, somewhat declined afterwards and now
amounts to 9 per cent. The explanation lies partly in the
fact that as a rule large countries have lower shares in
exports and imports, and this is in particular valid for
the Soviet Union as e.g. comparisons with the United States
or with Japan indicate.
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Table 24. Share of major economic groupings in world
exports and imports /in percentages/

Developed |Developing | CMEA-countries Socialist

Boonomies |tores [otal | ofcumton| (RUCT.€T

Exports

1950 61,3 3¢.5 6,8 0,0 1,3

1960 66,8 21,4 10,1 4,3 1,6

1970 71,9 17,0 9,9 4,1 0,8

1976 65,1 24,6 8,7 3,8 0,8
Impor:ts

1950 65,2 26,8 6,3 2,2 1,6

1960 65,9 22,0 10,3 4,2 1,6

1970 72,1 16,9 9,6 3,6 0,9

1976 69,2 19,9 9,3 3,7 0,8

Source: UNCTAD Supplement 1977. Handbook of International
Trade and Development Statisties, UN 1978. pp.24-25.

The foreion trade turnover in the CMEA-countries in
1961-75 fsee Table 25 / increased between 9 and 13 per
cent p.a. /Though these data are calculated at current
prices this does not exclude the comparison between
countries./ While in the years 1961--70 the growth of the
exports and imports were more or less the same, in 1971-75
the growth of imports exceeded that of the exports, and in
1976-79 tne reverse could be observed, the higher growth
of exports /see Table 24/. This reflects how indeptedness
originated and measures to reduce it had undertaken. The
same pattern appears in the case of 5 countries of the 7
/see Table 25/, the exceptions are Czechoslovakia and
Romania.
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Table 25. Intensity and growth of foreign trade
in the CMEA-countries

Country Foreign trade turnover |Average rates of

1979 /in percentages/ |growth p.a. 1961-79

share| per per unit |/1n percentages/ xx/

tgtal capita jof NMP exports imports
Bulgaria 6,1 127 148 13,90 12,2
Czechoslovakia 9,7 116 90 9,0 9,2
GDR 11,3 135 109 8,8 9,6
(Hungary 9,7 166 177 11,7 11,6
Poland 12,4 65 69 12,0 11,9
[Romania 7,3 61 84 12,4 13,6
USSR 42,5 30 30 10,4 10,8
Total /average/ 1100,0 100,05 100,0%/| 11,0%/ 11,3%
x/ Unweighted average = 100. - xx/ At current prices

The variance in the growth of foreign trade in the
last two decades does not explain the differences in
the foreign trade intensity of the CMEA-countries, these
originate basically from the patterns of previous periods.
Hungary has the highest foreign trade turnover both per
capita and related tc national income /NMP/, 5-6 times
higher than the Soviet Union /see Table 25/. The ranking
of the other countries by these two indicators, accord-

ing to
ita per unit of NMP

Hungary Hungary
GDR Bulgaria
Bulgaria GDR
Czechoslovakia Czechoslovakia
Poland Romania
Romania Poland

USSR USSR
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show only minnr divergencies. The foreign trade intensity
measured by exports and imports related to GDP /resp.
NMP/ is in Hungary and Bulgaria relatively high in
international comparison, too. Their per capita figures
are relatively lower due to their lower level of per

capita GDP compared to the developed market economies.

The mairix presented in Table 26 gives an overview
of the world trade, indicating that intra-CMEA trade is
4,8 per cent, intra developed market economies trade 47,6
per c2nt, intra developing countries trade is 5,6 per cent of

total world trade.

Table 26. World trade in 1978 by major economic
groupings /in percentages/

Exports to Centrally planned|Develop- |[Develop |
world leconomies ed marlet|ing .
Exports includ- |CMEA economies |coun-
from ing Asiajonly tries
World 100,0 9,5 8,5 66,6 23,3
Centrally planned
economies
including Asia 9,6 5,2 5,0 2,6 1,8
CMEA only 8,6 5,0 4,8 2,3 1,3
Developed market
economies 67,2 3,3 2,6 47,6 15,9
Developing countries| 23,2 1,0 0,9 16,4 5,6

Source: Monthly Bulletin Statistics UN, July 1980. pp. XL-XLIII.

From the total CMEA foreign trade turnover in 1978
56 per cent was intra-CMEA trade and about one third of
this trade with the Soviet Union /see Table 27/. From the
rest as regards exports one third, as regards imports
one quarter was trade with the developing countries, 2-3
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percentages trade with the Asian ceni~ally planned
economies, and the bulk with the deveiop=d market
economies. For the commodity composition or the CMEA-
-trade /see Table 28/ the higher share of machinery

and transport equipment, the lower share of other
manufactured goods and the export sur:lus of the mineral

fuels are characteristic.

Table 27. The composition of the CMEA-trade by
groups of countries, 1978 /in

percentages/.
Destination or origin Export Import Balance i
CMEA 55,8 56,6 -0,8
of which: USSR 18,6 22,5 -3,9
Centrally planned
economies in Asia 2,8 2,0 +0,8
Developed market
economies 26,2 31,2 -5,0
of which: Europe 23,3 23,7 -0,4
EEC 14,1 15,5 -1,4
EFTA 5,2 5,4 -0,2
us 1,3 3,3 -2,0
Japan 1,2 2,9 -1,7
Developing countries 15,2 10,2 +5,0
of which: Africa ’ 1, +1,3
America , 4, +1,4
Mid-East y1 , +1,7
Cther Asia ;3 ’ -0,3
Total 100,0 - 100,0 - -

Source: Table A-18 and A-19, Annex.
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Table 28. The commodity compousition of the world
and the CMEA trade, 1978. /in percentages/

Commodity groups world trade CMEA trade
Fxports |[Imports (Balance

Food 11,2 6,6 13,0 -6,4
Crude materials 7,2 7,2 7,5 -0,3 )
Mineral fuels 17,2 20,2 11,1 +9,1
Chemicais 7,4 4,6 6,5 -1,9
Machinery and transport

equipment 29,3 32,9 36,7 -3,3
Other manufactured

goods 25,9 19,9 21,9 -2,0
Other items not

specified 1,8 8,6 3,8 +4,8
Total 100,0 100,0 10G,0

Source: Monthly Bulletin of Statistics UN,
July 1980, pp. XL-LXXXIII.

Data by countries on tne commodity composition of the
foreign trade are available only in another classification
/see Table 29, and Table A-20, Annex/. In raw materials and
semifinished products the USSR has a substantial export
surplus, all other countries are heavily /Poland and Romania
somewhat less than the others, dependent on impor:s. This

will be compensated in

Bulgaria - first of all by foodstuffs and at some

extent by machinery and consumer goods,

Hungary - by foodstuffs and consumer gcods,
Czechoslovakia - by machinery and consumer goods,

Poland - by consumer goods and at some extent by

machinery products,
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Romania - by consumer goocds and foodstuffs,

GDR - by machinery and in addition by consumer goods.

According to the figures of 1978 concerning machinery
and equipment USSR and Romania are net importers, Hungary
is in balance, the other countries are ret exporters. In
foodstuffs cthe USSR, the GDR and at smaller extent Poland
/and Czechnslovakia/ need imports. This is the general
pattern, of course in these proportions some changes appear

from year to year.

Table 29. The foreign trade balance of the CMEA-countries
by commodity groups, 1978 /in percentages/

Country Machinery|Raw materials| Foodstuffs} Consumer
and and semi- and raw goods
equipment| finished materials

products for food .
products |
Bulgaria +7,4 -33,8 +20,7 +5,7
Czechoslovakia +12,0 -24,0 - 0,8 +12,8
GDR +21,0 -23,2 - 7,7 + 9,9
Hungary + 0,1 -26,7 +14,1 +12,5
Poland + 5,1 -13,2 -1,9 +10,0
Romania - 8,7 -12,2 + 7,2 +13,7
USSR -22,4 +48,1 -17,0 - 8,7
ICMEA - 6,5 +10,1 - 6,4 + 1,8
ICMEA without USSR + 8,2 -20,5 + 2,0 +10,3

Source: Table A-20, Annex.




2. Intra-CMEA trade

The foreign trade figures calculated at several prices
yield somewhat different ratios on the composition of this
trade by countries or commodities, nevertheless they do not .
change the generai picture given by these data. The intra-
-CMEA trade in 1978 e.g. represents in the total CMEA trade .
calculated in dollars 56, in roubles 59 per cent. Also the
commodity classifications used in these two systems of data
differ from each other, as mentioned before, but this does
not exclude some comparisons. The share of the intra-CMEA
trade is /according to the UN data, see Table A-21/, the
lowest in Romania /39 per cent/, the highest in Bulgaria
/76 per cent/, the ranking of the remaining couatries in
between is as follows: USSR /48/, Hungary /S2/, Polancé /54/,
GDR and Czechoslovakia /69/. The shares in the exports are
higher, in the imports lower 1in all cases, - except the '

Soviet Union.

The commodity composition of the intra~CMEA trade /see
Table 30/ is similar to that of the developed market
economies. The major differences are the higher share of
fuels and the lower share of the other manufactured goods.
Compared to the developing cour.tries the share of fuels i3
much lower, the share of macninery and transport equipments
much higher. From the total intra-CMEA trade about cne third
is trade with the Soviet Union and th~2 commodity patvern
of this trade i5 quite different from the trade among the

other six countries.
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Table 30. The commodity composition of the intra-trade
of the major economic groupings, 1978.
/in percentages/

R CMEA Developed |Developing |Differences
Commodity grours market countries
economies
/1/ /2/ /3/ /1/-/2/ /1/-/3/
Food 13,0 10,6 11,3 2,4 1,7
Crude materials 7,5 7,3 8,4 -0,2 -0,9
ineral fuels 11,1 5,5 48,4 5,6 -37,3
hemicals 6,5 9,5 3,5 -3,0 3,0
achinery and transport
equipment 36,2 34,5 3,3 1,7 26,9
ther manufactured
goods 21,8 30,9 18,8 -9,0 3,1

Source: Monthly Bulletin of Statistics UN, '
July 1980. 190. XL-LXXXIII.

In the total CMEA trade intra-trade represents 56 per
cent. According to commodity classes its share /see Table 31/
is substantially higher in the group machinery and transport
equipment, and for some other commodity groups /food and
mineral fuels/ assymetry is characteristic. The Soviet

Unions’ special rnle appears in the higher than average share

of imports of mineral fuels and crude materials from the USSR,
and the higher share of the the exports to the USSR of
machinery, foods and chemicals.
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Table 31. The share of intra-CMEA trade by commodity
groups, 1978 /in percentages/.

Commodity groups Toval CMEA exports |Total CMEA imports
intra- of which: (intra- Tof which:
trade to USSR trade from USSR .
Food 45,6 25,5 23,7 2,2
Crude materials 45,3 3,8 44,2 35,2
mineral fuels 43,1 2,4 79,6 67,7
IChemicals 53,3 25,3 38,9 6,7
Pachinery and
transport
equipment 73,6 32,6 68,2 15,1
Other manufactured
goods 52,2 16,8 48,3 17,9
Total 55,6 18,6 56,6 22,5 ;

Source: Table A-18 and A-19, Annex

The similarity of the commodity groups composition of
the intra-CMEA trade by countries - in particular that of the
six countries without the Soviet Union - leads again to
the conclusion that intra-industry trade 1is of utmost
importance. From the total imports of machinery and transport
equipment e.g. two thirds /68 per cent/ originate from
intra-CMEA trade and each member-country has a significant
contribution to it, including Bulgaria, Poland, Romania
where the share of these products in totul exports in 1960
was only 13,13, resp. 16 per cent, now it is 30 per cent or

more.

In order to understand the role of the intra-CMEA

trade it has to be looked at as an integral part of the




CMEA co-operation which embraces research and development,
production, trade, planning and many other related activities.
/These topics will be dealt with in part IV. of this paper/
Intra-CMEA trade is based at a great extent by five-year or
even longer-term agreements. The Complex Programme of the
further development of the co-operation and the socialist
economic integration of the CMEA member-countries - adop.ed

in Bucuresti, 1971 - stated that the system cof economic and
scientific-technical co-operation of the CMEA member-countries

is based on the combination of the co-ordination of nlanning

as the fundamental method of co-operation and of the

broader use of commodity and financial relationships. The

co-operation in planning includes inter alia the co-ordi..a-
tion of the national long-term and five years plans. Jn the
basis of these negotiations and the deals on specializatinn
and co-operation bilateral or multilateral, the ministiries

cf foreign trade come to aggreements on mutual deliveries i
and from year to year they revise and fix the contingents
either in quantities /as e.g. in case of fuels, raw materials,
basic foodstuffs and consumer goods/ or in value terms. Then
2ivil law contracts of the respective enterprises specify

the concrete conditions of the deliveries, making use cf the
general regulation of these conditions /adnpted in 1968

and revised in 1975/.

In this system the overwhelming part of the intra-CMEA
trade is based on intergovernmental agreements, on counter-
-deliveries which are known and accounted for some years
in advance. This permits flexibility and at the same time
gives a solid ground for planning. Changes are negotiated
through current trade agreements; balances will be adjusted
by agreed reverse commodity flows in succeeding years or

will be financed by credits. This procedure moderates but

does not eliminate annual ups and downs in the mutual trade
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/these are as a rule smaller in the trade with the Soviet
Union and larger among the other CMEA-countries, see Table
A-22/ and special schemes had been elaborated to deal with
these. The problems in the implementation of the long-term
agreements mentioned on p. 43. appear at greater extent
when the trade balance or domestic supply tensions in the

individual countries sharpen.

At the beginning the CMEA financial relationships
were entirely bilateral. The so called transferable rouble as
a common accounting unit had been introduced in 1964 and a
Bank of International Economic Co-operation /and later on
/1970/ an International Investment Bank had been established.
Many measures aiming at improving and strengthening the role
of the monetary and financial instruments of the CMEA co-
-operation had been taken and are being prepared. Bilateral
contacts still have a very important role. Studies on the
possibilities of convertibility of currencies are in progress.
Special attention will be paid to the problems of pricing.
The prices according to the guidelines adopted in 1983 /in
Bucuresti/ were valid untill the end of 1965, when for 1966-
~-70 new prices had been settled. For the period 1971-75
bilateral adjustments were foreseen. Then a decision was
taken that prices in the intra-CMEA trade are to be adjusted
to their world levels with a time - lag. Since the commodity
composition of trade varies among countries, these
adjustments effect their terms-of- trade differently /in the
last years in favour of the Soviet Union and to a certain
extent Poland/. Further steps are negotiated in order to
increase flexibility, to stimulate efficient specialization

and to harmonize trade and the other forms of co-operation.
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3. CMEA - developed market economies trace

The CMEA trade with the developed market economies
/East-West trade/ increased significantly in the last
decades with wide fluctuations in recent years. .ts share
in the total trade of these two economic groupings is
very different /in 1978 for the CMEA-countries about 30,
for the developed market economies 3-4 per cent/ btut it
has importance beyond economic considerations, too. In
addition, this share is quite different for the several
regions and countries of the developed market economies.
The percentage share in the total imports in 1978 was for
the whole group 3, for Western Europe 4, for Austria 9,
for Denmark, FRG, Italy, Sweden 5 /for Finland 2Z/; tre
corresponding figures on the exports are as follows: 4 and
5, and for Austria 14, for FRG, Sweden, Switzerland 5
/for Finland 20/. Neither the differences in the shares of ?

the CMEA-countries are negligible and they show rapid

changes and inbalances /see Table 32/.

Table 32. Share of the trade with the developed market
economies in the CMEA-countries’ total exports
and imports /in percentages/.

Country Exports Imports

1977 1978 1977 1978
Bulgaria 10 9 15 15
Czechoslovakia 21 22 22 24
Gor™/ 22 23 27 29
Hungary 30 25 41 46
[Poland 28 30 42 43
Romania 30 31 34 42
USSR 33 31 32 33
Total 28 27 31 33

Source: Economic Survey of Europe in 1978 Part I. New York
1979.p.163. and Economic Bulletin for Europe Vol.31,
No.1l. p.105. ~ x/ Including trade with the FRG.

,
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Also the commoadity composition of the East-West trade
is changing from year to year, nevertheless it is Keeping
its pattern: substantial export surplus of mineral fuels and
raw materials, similar import surplus of machinery and '
chemicals /see Table 33/. The main difference between the
trade with Europe and the rest of the developed economies,
respectively in the trade of the total CMEA and the Soviet
Union appears in the shares c¢_ foodstuffs and fuels and
raw materials. Although intra-irdustry East-West trade has
significance, too, this commodity groups pattern reflects
signs of intersectoral specializacicn and might help to
explain the development and also som: problems of the

East-West trade.

Aiming at the rapid modernization of their production
potentials in the first half or the seventies the CMEA-

-countries’ imports from the Western economies grew much

faster than their exports. The year-to-year trade deficits
piled up an increasing dept which they were not able to
compensate in the period of the Western recession and protec-
tionist measures. Aggravated in most CMEA-countries b a
deterioriation of their terms-of-trade, government decisions
had been taken to brake the growth of indeptedness by

export promotion and import restrictions. They applied both
strategies combined and with temporary changes in
emphasis. The increase of exports often encountered
difficulties of trade barriers and/or competitiveness, import
restrictions proved to be constraints of growth. They had

and were to find compromises.




I

Table 33. The commodity composition of the East-West
trade, 1978 /in percentages/

PDeveloned market economies JOf which: Europe
Commodity groups Exports [Imports Pifference Exports [Imports] Differ-
ence

Food 8,3 12,4 -4,1 7,9 5,8 2,1
Crude materials 12,5 6,5 6,0 11,3 4,2 7,1

ineral fuels 38,1 1,0 37,1 40,5 0,9 39,6
hemicals 5,0 12,2 -7,2 5,0 14,4 -9,4
achinery and

transport

equipment 10,7 36,8 @ =21 11,2 39,9 }-28,7
Other manufactured

goods 23,4 30,3 -7,1 22,1 34,1 1-12,0
Other items not

specified 2,0 ag,8 1,2 2,0 0,7 1,3

Source: Table A-18 and A-19, Annex '

According to the estimated balance of payments of the
developed market economies /excluding Japan/ with CMEA the
total current account amounted in the years 1965-1971 to
0,2-0,8 billiion US doilars p.a., in 1972 1,5 billion, and
then in the subsequent years /at current prices, of course/
2,7 - 3,4 -8,8~-6,3-4,4-6,3billion /see Table A-23/.
The net position of the CMEA-countries vis-a-vis Western
banks at the end of 1978 was estimated 36,9 billion US
dollars, and by countries: Poland 10,9, USSR 6,9, Hungary
5,5, GDR 5,0, Bulgaria 2,7, Romania 2,3, Czechoslovakia 1,3
/undistributed residual 2,2/.%
ratio /repayment + interest related to the export/might be

The overall debt service

around 30 /for Poland about 50/ per cent but these are very
rough estimates and it is difficult to judge, it depends on so
much considerations where the permissible limits are.

x/ Source: Economic Bulletin for Europe Vol. 31, No. 1. r, 112.




In this situation and following the adjustment
measur<s of the CMEA-ccuntries, the volume cf East-West
trade changed at Jdifferent rates in recent years, and
similarly prices and valuves /see Table 34/. Dependirg on
the performance of improving their external balance
of payments these countries /above all Folana, Hungary
and Bulgaria/ alternatively tigthened and relaxed import
constraints and made efforts to increase their expor:
deliveries as well. These measures and how successful they
arc ..ave a strong impact also on the growth of these
economies and induce fluctuations, except the Soviet Union.
This large country namely disposes of considerable internal
resources for financing foreign trade deficits and though
the attach great importance to import new technology,
up-to-data investment goods and from time to time they
have to compensate harvest shortfalls, the development of

the domastic economy is less sensitive to changes in

foreign trade.
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Table 34. Changes in East-West trade, 1975-19.38

/percentage change over tne preceding year/

CMEA Of which: USSR
Value Prices {Volume Value Prices (Volume
/Us /US
dollars/ dollars/
CMEA imports
1975 33,0 15,2 15,4 66,4 13,4 40,6
1976 4,5 -9,1 14,9 9,0 -, 2 20,1
1977 0,7 8,1 -6,3 -0,3 “, 8 -9,2
1978 18,0 9,8 7,5 16,0 4,9 5,6
CMEA exports
1975 6,4 10,1 -3,3 6,4 10,9 -4,0
1976 16,0 -0,3 16,4 25,4 3,7 20,9
1977 10,7 7,2 3,2 14,0 9,7 3,9 i
1978 14,0 [10,4 | 3.3 14,0 | 10,2 3,5 |

Source: Economic Bulletin for Europe Vol. 31. No.l. p.103.

The sensitivity to foreign trade with the developed
market economies within the CMEA group depends on a number
of factors: on the ratio of foreign trade to GDP-NMP,
on the share of the developed market economies, on the
position, pattern and convertibility of this trade, on
the actual financial situation, etc. In these respects
these countries differ from each other and there are
differences also in their policies pursued. Some of them
have to deal with balance of payments issues as constraints
of growth for shorter or longer periods, not only as a

financial problem but as an indicator ot the need to

increase competitiveness and structural adjustment. The
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extent and the pressure of this need vary by countries
but they all are interested to develop East-West trade

on the basis of mutual benefits.

While the developed market economies are definitely
interested to increase their exports to the CrEA-countries
i.a. for employment considerations. for the same reason
they are inclined to tackle imports as endangering Jjobs
in their domestic economy. This holds, however, only
for some branches and without importing they cannot except
payments for their deliveries and for the dept service.
Beyond these trade considerations a freeze or substantial
decline of the East-West trade would certainly leed to
political tensions which conflict with the basic interests
of the citizens of East and West alike. Therefore, a
further increase of East-West trade can be expected but
- primarily due to the slowdown of growth foreseen for
both economic groupings - compared to the rapid growth
untill the mid-seventies at a moderate rate. The expert
team of the Wiener Institute fiir Internationale Wirtschafts-
vergleiche projected for 1978-40 at corstant prices 6-7
per cent increase p.a. of the exports to the West and
2,5-4,9 increase p.a. of the imports from the West /and
at current prices: 10,2-11,3, resp. 6,6-9,1 per cent/xl.

The CMEA-countries most probably will make further
efforts to increase intra-industry trade with the developed
market economies and in favour of this to develop the
special schemes of production co-operation, trade of
licences /and know-how/, investment prciects with compensa-
tion agreements, joint ventures, tripartite co-operation
with developing countries etc. The share of trade connected
with these forms 1s now different by countries and for the
total CMEA-group it 1is not significant yet but from the
point of view of further specialization and co-operation

most promising.

x/ B.Askanas, G.Fink, F.Levclk: East-West Trade and CMEA
Indebtedness in the Seventies and Eighties. WIIW Reprint-
~-3erie Nr. 41, October 1979.
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4, CMEA-developing countries trade

In the UN statistics the developing centrally planned

economies in Asia and the developing market economies are
dealt with separately. Since here these data will be used,
first the trade of the CMEA and the centrally planned Asian
economies will be reviewed briefly, then we turn to the

UN "developing countries" group .

The trade between the CMEA and the Asian centrally
planned economies in 1978 represented in the exports of
the CMEA-countries 2,8, in their imports 2,0 per cent.
Looking from the other siac., this trade has greater
significance, it amourted to 18,0 per cent of the total
exports and 24,5 per . . of the total imports of these
countries. The differences in the export and Import shares
hint to the credits offered by the CMEA-countries.

The commodity composition of this trade /see Table 35/
is typically assymetric: in the CMEA exports machinery
products, 1in the CMEA imports the "other manufactured goods"

predominate. In foodstuffs CMEA surplus, in fuels and raw

materials negative balance can be found.
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Table 35. The commodity composition of the CMEA
trade with the centrally planned economies
in Asia, 1978 /in percentages/.

Commodity groups CMEA- QMEA- Difference
exports J|imports

Food 7,9 24,5 -16,6
Crude materials 6,6 22,0 15,4
Mineral fuels 9,5 0,1 9,4
Chemicals 5,9 2,0 3,9
Machinery and transport

equipment 49,5 1,8 47,7
Other manufactured

goods 12,0 47,2 -35,2
Other items not

specified 8,6 2,4 6,2

1

Source: Table A-18 and A-19, Annex.

The developing economies group of the UN statistics
comprises eountries with very different factor endowment
and level of development, therefore the figures of the CMEA
trade with this group without further break down can give

cnly rough overview of these relationships.

In 1978 in tne CMEA exports deliveries to the developing
countries amounted to 15,2 per cent, imports from these
countries to 10,2 per cent. The CMEA share of the total
exports of this group was 3,8, that of the total imports
5,6 per cent - with great variance by regions and by
countries. Data on the commodity composition of this trade
are far from being complete: the six commodity groups cover
only 64 per cent of the total CMEA exports, the rest belongs
the the "other items not specified” category /see Table 36/.
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Table 36.

The commodity composition of CMEA-trade

with the developing countries, 1978
/in percentages/.
Commodity groups CMEA- CMEA- Difference
exports |imports
Food 7,7 53,9 -46,2
Crude materials , 16,7 -13,0
Mineral fuels . 19,0 -10,5
Chemicals , 1,2 3,3
Machinery and transport
equipment 20 1 0,1 29,0
Other manufactured
goods 10,8 9,0 1,8
Dther items not
specified 35,7 0,1 35,6
Source: Table A-18 and A-19, Annex.

In the CMEA exports beside this mixed group machinery

products,

predeminate.

in the CMEA imports abcve all foodstuffs

The share of the 3Soviet Union in this trade

amounts to two thirds and also its commodity pattern

differs from the trade of the other CMEA-countries.

The

share of fuels in the total import of this countries in

1978 was 29,5, the share of

crude materials 21 per cent,

in their exports machinery products represented 40, other

manufactured goods 21 per cent.

|
l
|
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The trade between the CMEA and the developing countries
is growing with great fluc:tuations. In 1972-76 CHMEA exports
increased by 17,6, imports by 23,0 per cent p.a., then in
1977 their rate were 30,8 resp. 20,2, in 13978 6,5 resp. 2,6
per cent. Slackenings in expansion are often fcllowed by
recoveries; outstanding growth rates are difficult tc¢ continue
for many years because of problems of supply, absorption
difficulties, availability of credits. The total disbursed
public dept owing by developing countries to CMEA countries
is estimated in 1978 to exceed 10 billion dollars which
might lead to deliberate reduction of borrowings. Several
factors, first of all financial considerations might
influence the CMEA-imports from the developing countries

from the side of both partners.

Notwithstanding, the co-operation between these two
groups of countries is expanding and in great many cases
it has a long-term planned character. There are good
possibilities of a mutually advantageous international
division of labour between these countries mostly different
both in factor endowment and level of development. The
Seviet Union has bilateral agreements of economic co-opera-
tion with more then 60, the other CMEA countries with about
80 developing countries. These intergovernmental agreements
include the implementation of large investment projeets,
programmes for scientific, technical and e~ ~nomic co-opera-
tion, training, and other forms of assistance. More will be
said about this issue in part IV. of this paper. It should
be noted again, however, that the differentiation within
the group "developing countries'" is growing and the CMEA
relationships with their various subgroups have different

character . While some /the "4th world"/ countries need

urgently assistance of any form and the pattern of specializa-

tion and co-operation is given for quite a number of years

|
?
!
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dahead, others are approaching the level of "medium
development” and become in many areas competitors of the
CMEA-countries. In these latter cases an intra-industry
specialization seems to be feasible. In addition differences
in financial situation, relationships with MNCs, traditions
and political attitudes have their strong impacts too. The
world’s trading structures have become deeply unbalanced;
the CMEA-developing countries trade and co-operation is to

be fitted into the whole restructuring process ahead of us.

IV. Policies

1. The CMEA policy

The CMEA celebrated its 30th anniversary in 1979,
This organization kept its basic principles in these three
decades but the content, the forms and methods of the
co-operation of the member states went through signjficant
changes. There are several periodizations of this proyress
marked by fundamental resolutions of the sessions of the
member states, as in 1971 the’Complex Programme of the
development of the socialist economic integration of the
CMEA member states'/This document has been published and
sent to all UN members./

The Complex Programme formulated tne tasks for the
next 15-20 years concerning the development of the
co-operation ir economic policy and planning in particular,
in production, R & D, investment and trade, as well as
concerning the improvement of the instruments, the legal,

financial and organizational aspects of the mechanism of

the co-operation.
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The CMEAs’' supreme authority is the Session. In tne
organizational set up the next institution is the Executive
Committee. There are high-level/three/committees for co-
-operation in planning, in science and technology and in
material supply; more than 20 permanent commissions for special
areas, and beside the Secretariat, 6 similar bodies called
nconferences"”, international institutes, centres, bureaus,

corporations as well.

when considering the CMEA policy one has to bear in
mind two specific features of the CMEA as an organization.
First, the lack of any supranational character in the
system. In order to secure the c¢quality among member
states - also from a legal point of view - decisions can be
taken with the consent of all interested states onlyx{ The
rules also provide all the necessary meas.res to avoid the

system becominz a decision-makinT institution indenendent

2]

from the wishes of the individual member countries. Tt 1
also reflected by the limited scome of nower the Seacretariat
nay exercise.

Secondly, the basically intra-looKing nature of the
system is also an important characteristic trait. Although
much has been changed since the early days of its estab-
lishment when it was conceived primarily as a defence
measure against the embargo policies of the cold war era,
the main task of CMEA is still to foster co-operation
amongz member states. This neither meens a policy of recional
autarchy nor advocating any discrimination against non-member
states. It simply means that most of the discussions carried
out in the framework of CMEA are centered around the
protlems of internal co-operation, specialization etc.

Such features as e.g. concluding agreemencs with Finland,
Iragq, Mexico, extending collaboration with different

x/ To avoid situations in which the position of non-involved
states could hamper the decisions of other partners which
are both affected and ready to take measures, any country
may decline intere=st in elaborating a given measure or
even 1in discussing any subjec*.

i
{
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international organizations, obtaining observer status
with UN bodies, initiating nezotiations with the EEC are
relatively new, recent steps necessitated first of ail by

the increasing interdependence of the world ecconomy.

Planning is considered as the fundamental instrument
of promoting and improving co-operation of the member-states
which are all centrally planned economies though, as
mentioned before, their systems of guidance and planning are
not uniform. According to the Complex Programme the sphere
of co-operation in planning includes in a broad sense the

following activities:

- consultations on economic policy issues,

- co-operation in drafting medium- and long term
prognoses /econcmic, social, technological, sectoral/,

-~ joint planning in scme selected areas /products,
branches/,

- co-ordination of the national long-term and five-
-years plans,

- consultations on the system of planning and guidance

of the economies.

Since the five-year plans have a dominant role in
all CMEA countries, their bilateral and multilateral
successive co-ordination 1is of cutstanding importance
of harmonizing development decisions, specialization, tradlde
etc. An overall comprehensive plan of the CMEA-countries
as one large unit will not be elaborated. Recently a plan
of multilateral measures for strengthening integration and
some joint long-term programmes o.” the co-operation in
energy and raw materials, agricul ture and food .ndustries

and the engineering industries had been adopted.

|
i
!
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Specialization and co-operation in science and
teclhinology has long traditions in the CMEA. "he Complex
FProgramme fixed 18 priority areas. A large network of
information-documentation serviees, 54 centres for co-
—~ordination, hundreds of permanent and ad hoc working
groups have to promote now joint projects and exchange

of research findings.

Specialization and co-operation in the sphere of
production is based partly on the orientation given by
tne co-ordination in planning, partly on the hundreds
of special agreements negotiated bilaterally or in thre
standing branch commissicns . Mecasures have been taken to
foster direct interfirm co-operation, to improve pricing
and other financial arrangements, to stimulate the better use
of scale economies and the advantages of special skills and

experience.

Specialization is a key-word in the CMEA co-opera-
tion from the very beginning. In the seventies three
further requirements came into the fore: need for better
utilization of the reseorces becoming scarce /intensifica-
tion/, for faster technical progress &nd for structural
adjustment, this latter in particular in regard of the small
CMEA-countries Specialization is unvariably a basic means
to meet these requirements, thus it remains a key-word for
the future, too. The policy making bodies of the CMEA face
the problemes 1/ to set realistic goals for the co-opera-
tion, and ii/ to improve all instruments and the total
mechanism of this co-operation - all these in harmony with
the actual situation and the prospects of the member-
-countries and the international environment. The CMEA
does not interfere in the internal affairs of the member-
-countries, how they shape the system of guidance in their
national economy but seemingly improvements of this kind

would facilitate development in the CMEA co-operation, too.




The CMEA policy is fully aware of the significance
of the global issues of the mankind, of the growing
interdependence in the world economy, of the use of and
need for East-West trade, of the pressing problems of
the developing countries. Division of labour, specializa-
tion and co-operation within the CMEA can and should be

harmonized in the context of the world economy.

It is realized that expanding inductrial co-opera-
tion with developed market economies is of considerable
mutual benefit. For the western partners it extends the
market not only for equipment, products, but they may obtain
licencing etc. fees, they may save resources which can be
used instead of the expansion of existing production for
investments in a more advanced stage. For the CMEA partner
it may save R+D sources and offer certain market security
outside the CMEA. Since the technical absorptive capacity
of the CMEA countries is usually high, problems are
related rather to work organization, management and productiv-
ity; quite often it is possible to reach a level of co-opera-
tion where even joint product development efforts are
feasible.

There is recognized the need to change the view on
the specialization having an aim mainly on the final
product. Even public opinion appreciated if not only then
overemphasizecd the output of final products. This concept
contributed to the production of an extremely wide final
product range with a relatively narrow production capacity
for generally applicable parts and compcnents, a low degree
of national and regional subcontracting system. Efforts
and actions to mcdifily this situation necessitate new areas

and forms of international specialization and co-operation.
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Such economic considerations are obviously favouring the
extension of the division of labour also outside the CMEA
and involving not to a small extent also developing
countries. However, it is also unavoidable to take into
account some constaints influencing the ability of realiz-

ing these trends.

The first and foremost obstacle might be creatzd by
reviving the policy of international tension. Obviously
a division of labour based on long-term agreements and
co-operation can be conceived only in an international
climate favouring such relations. Wnile the policy of
confrontation would cause /speaking only in economic terms/
a considerable loss for the whole mankind, evidently the
main losers would again be the weakest economies, i.e. the
developing countries. Not only would it create difficulties
in expanding the fast evolving relations with the centrally
planned economies but it would also raise doubt in western
economic circles as to the way and extent they could and
should participate in the development process. As to the
East-West relations, despite the disproportion of the
importance of mutual trade between the two groups, the
impact would probably be no less in the West than in
the East. /One should bear in mind that the much weaker
economy of the socialist countries could withstand the
pressures of the 1950s. On the other hand the economic
impetus of the western countries deriving from the
reconstruction need of the post-war years and from the
establishment of their economic integration is exhausted

and they themselves are faced with very severe structural

imbalances./
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Economic constraints are also to be reckoned with.

First of all the present balance of payment difficulties
are counteracting actions leading to an ipcreased

import. This 1is to be considered, however, only as
a temporary,though  not very short term, obstacle. The
increased indebtedness is namely due to large extent
to the deteriorating terms-of-trade of zspecially the
CMEA countries which have no substantial energy resources
and to a lesser extent to the production pattern of the
CMEA member :ountries. In addition to energy conservation
and other measures of rather restrictive character the
remedy to both problems lies precisely in changing the
industrial structure which involves, as explained before,
an extended division of labour. Thus it is not a question
whether or not to increase industrial specialization but it
is one as regards the rate of the expansion and the way
which will ensure an ircreased foreign exchange income at

a time when an expenditure growth is also unavoidable.

The increasing trend of protectionism in the developed
market economies, in the context of the above, is therefore
not only impeding trade between South and West, or East and
West, respectively, but also curbing the scope of expansion
in the South-East trade flow.

A satisfactory solution of the world mcnetary problems
is also to be sought after. While ihe present difficulties
are reflecting the changes of the world economy that took
place since the inception of the Bretton-Woods system, the
difficulties themselves are greatly contributing to an
overall disruption of smonth economic flows. It is therefore
necessary to conceive a system which would reflect the
interest of all groups of the world economic community,

ensure their participation in decision making and secure
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a healty flow of the financial means incorporating all
countries, combining stability with the necessary
flexibility.

The basic approach of the CMEA policy is that of
sovereign equality, non-interference, mutual respect,
advantages and interest; this latter being applied in
case of developing countries together with elements of :
assistance. The development assistance policy of the CMEA
countries is not a subject of the present study. It is
however to be mentioned that they consider as the practical
expression of their policy of combining mutual interest
and assistance the fact that more than 70 per cent of the
resources allocated by them to technical and economic
assistance is intended for industry and the productioa of
energy. They have assisted more than 4000 projects, out
of which 3000 are already operating. These projects are
almost exclusively based upon the request of the develop-
ing countries, mainly implemented in the public sector.
It is therefore rightly assumed that they correspond to
the national development plans and priorities of the
partner countries. In such transactions the other side
of the mutual interest, i.e. that of the CMEA country,
lies first of all in the export, though often this is
car.ied out in the framework of long-term low-interest
credit agreements.

The opinion is often expressed that an increase of
trade between CMEA and developing countries can be
achieved by simply trying to induce these countries to
increase the share of the developing countries in their
plans for Import. Foreign trade, however, is only the
final reflection of the state of division of labour

between countries. A coherent set of measures may lead to

deepeq_;ngand expanding the co-operation.
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At the 11th Special Session of the General Assembly
the CMEA countries 1n a joint declaration on their contribu-
tion in achieving the goals and tasks of the third '
Development Decade have stated: they will be prepared to
develop further their co-operation with developing countries
supplementing the developing countr-ies’ own efforts. "The
socialist countries will of course direct their efforts
towards these ends only where the developing countries
display willingness to engage in mutual co-operation and
with due regard for their own capacity. ... the world
contains ... two fundamentally different approaches to
economic relations with developing countries ... accordingly
international recommendations ... should not be formulated
by means of or on the basis of the mechanical extension to
such relations of schemes and provisions deriving from the
practice of capitalistic economic relations ..." /A/S 11 /Ac.

1/4/. !

As to the possible methods of extending relations they

have emphasized the following:

- Broaden the practcice of bilateral consultations to
identify opportunities for new types of division of

labour.

- Broaden the practice of long-term intergovernmental agree-
ments for 10-15 years, which could involve production co-
-operation, specialization etc. Such agreements may
intensify the division of labour inter alia by expanding the
production capacities in developing countries for products
having favourable conditions there.

- Joint efforts to solve problems of social and economic

development by setting up complexes linked to the economic

structures of the countries.
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- Encourage import of manufactured products also by

tariff preferences.

- Buyback arrangements when feasible and mutuelly

acceptable.

- Extend co-operation among state organs also in the field

of accounting, statistics etc.

- Searching, if needed, for mutually acceptable solutions

to problems of assistance.
- Putting special emphasis on training national personnel.

- Expand co-operation in the transfer or technology.

Applying these methods it is hoped that a closer
interlinkage with the economy of interested countries can be
achieved, not impeding but rather reinforcing their

endeav~ar to achieve economic¢ independence.

As a consequence of the features of the CMEA as an
organization, stressed at the beginning of this chapter
/p. 68 / we cannot speak of a CHEA policy as such in
respect of industrial co-operation with non-member states.
The con~lusions outlined above had been drawn by examining
the joint statements issued by several member countries
on the occasion of UN conferences dealing with such subjects
as well as by taking into consideration practices of the
individual countries.

’

2. National policies

In all centrally planned economies the major objectives
to be pursued by economic¢ policy, the fundamental rates of

growth and proportions of the economy, the most important

characteristics of the social and economic development,




the basic means and measures to be used for achieving

these targets are laid down in the national economic plans.
The national economic plans for different time horizons
form a consistent system, the long range, medium term and
annual plans should be in harmony with each other. The
basis of the planified guidance of the economy is the
subsequent series of medium-term, as a rule five-year

plans.

The medium-term plans formulate the economic policy
for the coming years, fix targets on the growth of the
economy, the increase and use of national income, the guide-
lines for science and technical development policy, the
development of the main sectors and the salient changes
in their production pattern, the main directions of the
international economic relations and foreign trade, as
well as the basic proportions of the allccation of
resources including investrents and employment. The medium
term plans also include the major investment projects to
be implemented in the period and the guidelines for and
measures of economic policy concerning finance, incomes,

prices, social policy, etc.

The medium-term plans are based on long-term plans;
an increasing need is felt for this. In .aany cases the
"ive-year periods are too shurt to cover the planned
processes and decisions must be taken often on problemes
which have a bearing on a perspective of 10-20 years. The
drafts of the long-term plans are usually broken down
into five-years periods. The five-year plans are the basis

of the annual plans.

Plans for different periods are the tangible outcomes
of planning. This activity includes a number of specific

tasks /and results into intermediery "products'"/, like




- analysis of the past growth and the present situa-
tion and environment of the economy,

- forecast /prognosis/ of the objective processes,
requirements, internal and external conditions of
the development of the economy,

- elaborating alternatives about different growth
~1ces and patterns of the economy, based on a set
of hypotheses, development concepls and projects,
and finally

- drafting the comprehensive final plan.

As far as structural changes are concerned the
medium-cerm plans set quantitavive tarpgets for the changes
concerning the proportions of industry, agriculture,
construction, trade, transport, services and also for the
divisions and branches of industry. turther on these nlans
include targets and balances also for some hundred major
products. The long-term plans are less, the annual plans
usually more detailed. In this latter respect there are
differences among the CMEA-countries, originating first of
all from the approaches how the implementation of the
nacticnal economic plans could and should be better ensured.
Tis leeds tc differences in the system of econcmic

guidance.

The CMEA-countries /including Hungary but only till
the reform introduced in 1968/ see the best way to
implement their national economic plans by breaking down,
prescribing and assessing the aggregate figures of the
plan to ministries and enterprises with a combination of
a system of material and moral incentives. These incentives
should stimulate the ministries, other agencies and
enterprises to a creative cooperation in drafting the plans
and in the allocation of the planned tasks aznd to efforts
to fulfill the indicators c¢f the plans. All CMEA-countries

are aiming at an ootimal combination of centralized direc-




tion and adequate freedom for initiatives fcr the
enterprises, as well as of plans and other instruments
in_ducing economic actions, as prices, demand and supply,
etc. This leads them from time to time to changes,
improvements and differences in their system of planning

and guidance of the economy.

Structural changes - in the sense dealt with here,
i.e. changes in the shares of sectors, branches, products -
are either the outcomes of planning different growth rates
or they can be planned directly. The major guidelines for
planning are growth, equilibrium and efficiency and their
requirerents are to be met simultaneously. Efficiency
will be analysed through calculations on labour productivity,
.apital/output ratio, per unit use of energy and materials
and by aggregate indicators. Equilibrium will be checked
- the different parts and targe*s of the plan harmonized -
by the help of balances. There are several types of balances
widely used in macroeconomic planning in the CMEA-countries,
first of all

synthetic balances /those of social product, national
income, manpower, etc/,

product balances,

input-.output balances,

finarcial balances /those of incomes and expenditures
of the population, international payments, credits, state

budget., etc./




All these balances will be drafted in an iterative
process in successive variants based on close working
linkages and a permanent exchange of innformation between

the planners,

Either started with planning growth rates or with
planning structural changes directly the major objectives
are in both cases to meet tne needs of the consumers, the
producers and the public with maxirun efficiency in the
use of resources. Analyses and forecasts on the factors
influencing the needs of the consumers, of the public as
vell as of the producers /in intermediate goods and
investments/ are the starting points: incomes, tastes,
interdependenczes, technical relationships and technceclogical
progress resulting .n new products, new materials, new

equipments.

Possibilities of higher efficiency are offered by
alternative ways of meeting the needs, primarily via
substitution and foreign trade. Since the share of foreign
trade in al) CMEA-countries increased significantly in the
last decades, the international division of labour,
sperialization and cooperation became of ocutstanding
importance for all of them. Therefore, the forecasts about
the changes in the world economy and in foreign trade, in
products, markets, prices, the analvsitc of comparative
advantages are an integral part of planning in the CMEA-
-countries.Within the CMEA-group there are permamZ.it mutual

consultations and coordination as planning goes on.




The standing comm$: ions for tne major sectors and
trancnes are given the task to coordiniate the efforts for
wevelopment, modernization, technologi:al progress, specializa-
tion and cooperation and other joint actions in their field.
These commissions are forums to discuss and harmorize
intrasectoral /intra-indus*ry/ specialization and coopera-
tion, while questions of aggregate structural changes,
intersectoral specialization and cooperation are dealt with

by higher instancies of the Council.

The CMEA-countries attach great importance to the
cooperation and foreign trade witn the developed market
eccnomies and the developing countries. They follow with
close attention the trends and tendencies in the interna-
tional division of labour, in the world trade when drafting
their plans and harmonizing their joint actions. Looking
for the common features, in the guidelines which they take
into account in shaping the pattern of their production,

the main directives can be summarized as follows:

/i/ identification and utilization of the comparative
advantages coming of the matural endowment, of nast

experience and skills;

/ii/ increasing specialization within the country, the
CMEA and by the world-wide international division of labocur,
aiming at both eccnomies of scale on the cost side and
better performance as far as the quality and the parameters

of the products are concerned;

/1ii/ as reaction to the increase of the energy and
raw material prices, the development of the extcractive
industries /if justified by economic considerations/,
introduction and dissemination of energy and material saving
technologies, preference for products of this character,

i.lgher rocessing of the materials {f pnssibly.




The planned structural changes in manufacturing
seldom affect seriouslyvy the shares of the branches, they
reflect mostly the increase in the intra-industry specializa-
tion. The need for improevements in the balance of foreign
trade brought into the fore the possibilities of import
substitutioi., nevertheless this does not nvershadow the
pressing necessity for export promotion and as its precondi-
tion: better competitLveness and structural adaptation. The
planners and the enterprises are inclined as in other
countries, too, to prefer branches and products witn
growing demand, with good market chances and high value
added content but they are alsc aware of the fact that
they face sharp competition in foreign markets in these
fields.

In case of standardized products low wage countries’
advantages should be compensated by higher produztivity or
it is better to withdraw. Sophisticated quality products
require high standards of technologv and management, R&D
and innovation, therefore the less advanced countries like most
members of the CMEA, have to concentrate cheir efforits and
resources within the country and by help of international

cooperation, otherwise they have not chance for success.

Structural changes are often accompanied by social
tensions and they involve substantial risks. In the
centra..y planned economies emerging social tensions will
be eased and eliminated as much as possible with narticular
attention to employment and assistance to retraining and
mobility. Several methods of project evaluation, efficiency
assessment, risk analysis and optimalization are used by .
the /state-owned/ enterprises, the rlanners and the

ministries, working closely together.




Finally it must be stressed again that devoting
more space to present the common features in the goals
and instruments of the CMEA countries’ national policies
this should not overshadow the differences in approaches,
strategies, targets and methods. Al]l these countries
consider industry 2s the most dyramic secto:r of the
economy and are aiming at possibly high rates of industrial
growth but they are at different level of industriel
maturity and there are va.lations how they are going to
integrate and harmonize the development of industry ,
agriculture and services. Industrial policy will be
co-ordinated in all countries with other social objectives
/cultural, regional, ecological, humanitarian etc./ but
content and ranking of these objectives might differ.
All countries focus on intensification in the use of
resources, on the increase of efficiency, improvement
of quality, faster progress in technology, management
and organization. International co-operation, 1in particular
CMEA integration are prime objectives equally -~ strategies,
the judgement of the possibilities, priorities may vary

depending on a number of circumstances.

There are great many common elements in the means of

implementation, like central planning, optimal combinatior

cf state intervention and enterprise initiatives, the use
of moral and material incentives, the need for better
utilization of the financial instruments, improvements in
industr.ial organization, etc. The methods, the preferemnces,
the mix, however, how these instrument are combined how
they actually operate as well as the system of decision
making, the degree of centralization and delegation show

ample differences.
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Table A-2. Growth of the stock of the productive fired
assets in the ClF/. - countries

/Averaze rates of .rowth n.a. in nercentaes/

Country 1481-€5 1988—70'1971—77 1077-73 | 1961-7"7
. Bulgaria 9,8 11,0 9,9 8,7 2,7
Czechoslovakia 4,6 hy? 2 5,A ELF h,%
GDR 6,0 e 5,2 ¢ h 5,¢
Hungary h,9 ! £,7 6,0 i ] ! 5,7 I
Poland L,e |} £, 5,1 i 11,1 e,7
Romania 7,9 10,3 111,9 } 11,1 10,7
USSR 1,6 | 8,1 |, BN’ 3,6 |
1 4 | S

Table A-3. Changes in the canital /outrut ratio in the
CAEA-countries

. x/
/Averace .ctes of ~rowth n.a. in percentapes/

' N
Coutry 1961-65112€6~70 |1971-75]107¢-723 |19¢1-7°
Bulgaria 2,9 2,0 1,0 2,2 2,1 1
Czechoslovakia 2,6 - 3,5 0,0 1,4 n,?
GDR 2,5 - 0,3 0,° 1,4 1,0
Hungary 0,8 - 1,0 n,c 1,1 n,1
Poland - 1,5 ¢,0 - 1,6 5,7 n,0
Romania 1,1 3,0 0,1 2,1 0,9
USSR 2,9 G,3 7,8 2,7 2,1
L L S B .

x/ Stock of productive fixed 2ssets ner unit of national
income at constant prices.




Table A-4. Production of primary energy

/Quantities in million tons of oil equivalent/

Sroup of countries Tl s Lie | sl | fydne ane
. energy electricity
World 1970 496F 1602 22R5 fa3 105
1971 5183 1607 2508 a56 112
197? SLOC 1622 2650 1007 121
1973 5713 165C 2389 1047 127
1374 5774 l1e?72 2899 1061 142
1575 5729 1753 2757 1067 162
1976 £051 1303 2880 1111 157
1977 5295 1e8n 210 11237 170
1978 6349 139y 3100 1190 175
Developed market
economies 1970 2105 7136 By 2 650 77
1971 2121 700 547 £9] 83
1972 2180 705 FC3 723 29
1973 2198 700 REE 738 93
1974 2160 695 627 723 105
1975 2160 737 612 699 112
1976 2180 759 0L 703 113
1977 2230 772 634 703 121
1978 2225 727 668 708 122

i




Group of countries Total Solid Liguid Yatural Pydrc and
primary fuels fuels £as luclear
energy electricity

Developing economies 1970 1452 63 1321 54 13

1971 15586 6L 1u20 58 1y
1972 1663 65 151y 59 15
1973 1873 68 1711 78 17
1374 1883 73 1705 26 1l¢
1978 1738 83 1545 30 20
13976 1942 83 1736 99 23
1977 2012 oL 1797 106 2y
1978 1951 85 1717 122 27
E;‘Zgggg“ezgggﬁg 1970 | 1116 539 274 187 12
1971 1170 5489 LOuy 205 12
1872 1212 557 430 213 12
1973 1268 534 460 228 13
1974 1324 5673 491 249 15
1975 1402 53¢ 525 275 1y
1976 1u79 6023 558 305 16
1977 1542 617 533 324 18
1978 1603 628 €10 345 13
Source: World Energy Supplies 1973-1978. UN, 1979 »np. €-9.

x/European CHEA - countries + Albania /Altanias' share in the total primary enargy production in 1373 was

0,2 per cent/.

66
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Table A-5. Trade and consumntion of cnmmercial enern7y
/Quantitaties in million metric tons of oil equivalent and in kilograms per capita/

Group of countries Imports Exnorts Bunkers Consumntion of
Total commercial enerry| Liquid
agpgrecate |per capita fuels
World 1370 16972 1706 1ou G570 1251 1331 |
1971 17965 1812 159 u763 1279 21C5
1972 194y 1958 168 La78 1313 22°%€E
1973 2198 2211 178 5261 1363 2434
1974 2144 2178 170 5292 1346 2405
1975 2008 2000 154 5312 1327 23¢7
1376 2203 2219 154 5632 1382 25€E5
1977 2289 2284 150 5810 1402 2650
1978 2256 2232 150 5958 i1l 2693 \
Developed market 0
economies 1970 1312 274 91 290¢ 3091 1423 ©
1971 138y 278 y 2079 Lou3s 14499 |
1872 1501 312 a2 3121 4202 1611
1973 1€°l 348 105 3230 4375 1718
1974 . 1651 331 100 3217 4256 1643
1975 1532 317 98 312y 4101 1590
1976 1679 321 97 3321 4328 1701
1977 1750 3y 97 3349 L329 1723
1978 1699 358 96 336849 u326 1741
{
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Group of countries Inports Exports Bunkers Consumption of

Total commercial enerry|Liquid
aggrecate per capita |fuels

Developing economies 1970 289 1279 61 3€6 21y 238
197 309 1372 Rl 394 224 264
1872 326 1479 A7 421 234 282
1973 375 1878 69 A2 251 310
1974 368 1650 66 490 259 326
1975 339 1464 52 51k 265 341
1976 381 1654 53 559 282 374
1977 387 1680 us 805 297 408
1978 401 1603 50 637 305 425 '

1b

European centrall¥/

planned economies 1870 82 151 3 997 2867 520 '
1971 9% 160 3 1049 2938 528
1872 109 166 3 1085 3066 538
1973 125 182 4 1139 3191 542
1974 121 191 4 1180 3279 545
1975 132 208 4 l2u8 3438 S56u
1876 14l 234 b 1509 3576 580
1977 1u9 249 u 1352 3663 592
1978 153 262 4 1282 3726 601

Source: World Energy Supplies 1973-1978, UN, 1979 pp. 6-9.

x/ European CMEA-countries+ Albania /Albanias’ share in the total primary energy production in 1978 was
0,2 per cent/.
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Table A-6. Production of primary energy in the CilCA-countries
/Quantities in anillion tons of oil equivalent/
Country Total Solid Liquid Nat.ral Hydro and
nrimary fuels fuels 7as Nuclear
energy electricity

Bulgaria 1973 9,82 n",23 0,19 0,18 0,22

1978 9,59 8,69 0,12 0,01 0,79
Czechoslovakia 1973 50,49 49,37 0,17 0,73 0,22

1978 56,40 55,17 0,12 0,74 0,38
GDR 1873 53,61 51,26 c,06 2,13 0,14

1978 56,78 53,57 0,05 2,60 0,56
Hungary 1973 13,61 7,68 2,13 3,79 0,01

1978 14,57 6,89 2,74 4,93 0,01 '
Poland 1973 119,65 114,55 o,u3 4,51 0,16 <

1978 145,52 139,39 0,33 5,59 0,21
Romania 1973 50,04 8,85 14,75 25,81 0,63 ’

1978 55,00 9,40 15,13 29,72 0,75
USSR 1973 964,75 322,32 440,19 190,83 11,41

1970 1261,38 354,56 589,05 301,41 16,36
Scirce: World Energy Supplies, 1973-78. UN, 1979. p. 68.




Table A-7. Trade and consumption of enerqy in the CliFA-countries

x/ </ Consumption ofX/i Consumption of electricity
Country imports™’ Experts Jotal commercial energy Liquid
acgregate | per caplta fuels aggregate per capita

Bulgaria 1873 15,64 0,01 25,01 2901 17,R2 25,185 2921

1378 21,65 C,06 30,1¢C 3uls 13,1°2 32,701 3743
Czechoslovakia 1873 20,9¢ 4,009 SE, 00 nuyar 12,11 57,733 39F 5

1978 28,69 5,11 77,58 K122 1T LA0 73,129 B231
5DR 1973 24,82 2,47 70,77 Loal 12,17 75,170 O

1273 30,23 3,95 °1,17 nauy 16,10 ~F L2301 €7e9
Hungar: 1273 12,02 1,0f Pl ke AR T,r7 70,Ane 7113

1273 13,85 1,68 nEL,nn Danr 2,5 RSP 2731 L
Foland 1272 15,50 28,81 1C3,28 3096 10,1 82,548 2471, o

1378 22,43 31,32 133,27 2308 15,02 214,875 3221 !
Nomania 1273 6,90 £,1°% CRANNLAES 2007 12,8° 43,271 2074

1278 13,51 7,113 $2,77 nTEn 1R, £, o nnEn
JESR 1973 30,73 137,77 7ACT,u2 KIS ?72,5C nrhe 211 €02

1277 27,452 2iT,0” fna,en AR AR 1.73,%°2? S~
Suerce: World Energy Supplies, 1973-70. Uli, 1373. »nn. LS. and 3C2. “‘ruantitis in millior. metric tons of

0il equivalent anc in !'ilojrams Dp2r capitAa. XX/Quahtities in thoasaind 1211lion ¥y oan? h ner

canpita.
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Yall: f-7, Tata on thr intersectoral snhecialization of
the tliree :rouns of ccuntries /value added

waeishts Ly T8IC divisions and branches/,1%63.

Divisilon,branch Torld C'Ef-coun- Developed Develcroin:
tries narikat econonies
econonies ]
Hinings 3,3 1,5 6,0 22,9
‘fanufaccurin: 35,3 15,8 87,2 72,2
Li:.nt mpanufac-
turing 31,5 31,7 10,72 42,2
tizavy manufac-
turing T h 55,1 57,0 30,0
flectricity, =-au
and water 5,9 3,7 6,8 n,9
Total 100,C 10C,0 100,0 100,0
Coal 2.2 3,4 1,9 1,1
Crude petroleun
and natural -ac 3,4 2,18 2,1 16,4
letal minin; 1,2 1,0 1,0 4,1
Tcod, Levera:=zs,
tobacco 12,1 13,7 10,5 19,5
Textiles 5,2 4.7 4,8 9,32

Jearinz apparel,
leather anil
footwear 4,3 4.5 4,2 4,2

"lood nroducts,
furniture 3,n 5,0 2,3 2,7
Papar, printirz,
publishing 5,5 2,2 7,3 3,4
Chemicals, petrol-:um,
coal and ruvber

products 10,7 7,6 12,0 11,3
Yon-m2tallic mineral

products 4,5 6,1 3,9 3,9
Basic matals 7,2 7,5 7,4 u,1
“Metal products 31,2 4,0 32,5 11,1

Source: Statistical Yearbook, 1273, U, pp. 26-29,
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Table A-9. Data on the intersectoral specialization of

the three groups of countries /value added

weights by ISIC divisions and branches/,1970.

Division, branch tlorld Ciisf-coun- Naveloned Develonin;
tries market ecor.omies
econcr.ies

itining 7,4 . y,o 23,0
Manufacturing SE,9Q 2,7 23.n 71,1

Lisht manvfacturing 29,9 29,3 29,n 37,1

Heavy manufacturing 57,0 £5,1 £g .0 u "
Electricity, gas and

water 5,8 o,R 7, c,9
Total 10C,0 10,0 1000 100,0
Coal 1,h a2 1,7 n.e
Crude petroleum and

natucral gas 3,4 s 1,8 1€,8
letal 1,2 . ,0 4,0
Yood, bcverages,

tobacco 11,1 12,58 a,? if,5
Textiles 5.5 n,1 L0 3,2
Yearing apparel,

leathcyr and foot-

viear 3,9 h,0 3,5 h,3
Yood products,

furniture 3.3 3,? 1,5 oLl
Paper,printing,

publishing 5,3 1,0 7,0 2,2
Chemicals, petroleum

coal and rubbe -

products 11,6 9,%8 12,2 14,1
iWon-metallic mine:rx}

products §,2 5,8 3,5 3,7
Basic metals 7,0 7,2 7,3 4,
lletal precducts 34,2 1e,1 15,¢C 12,

LS

Source: Moi.thly Bulletin of Statistics U, Aurust, 1979, ~p. XTV-XIX.
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Table A-10. Data on the intersectoral snecialization of
the threz= zroups of countries /value added
weights by ISIC divisions and branches/,1975.

Division, branch Jorld CEA-coun- Developed Developing
tries market economies
economies

Minina 13,1 10,4 6,2 44,5
Hanufacturing 31,1 86,3 86,2 51,¢

Lizht manufacturing 23,8 30,9 29,3 23,4

Heavy awanufacturing 52,3 56,0 56,9 28,4
Electricity, sas and

watar 5,8 2,7 7,6 3,7
Total 100,0 100,0 100,0 100,0
Ceoal 1,8 3,0 1,6 O,u
Crude petroleum and

natural zas 8,9 4,5 2,7 40,7
Hfetal mining 1,1 . , 2,1
Food, veveragzs, '

tobacco i 10.8 11,9 10,6 10,3
Textiles .y 5,7 3,8 5,2
Wearing apparel,

leather and footwear 3,8 5,7 3,4 2,6
Wlood products,furniture 3,0 2,8 3,4 1,7

Paper. printing, pub-
lishing 5,0 1,7 7,0 2,3

Chemicals, petroleun, ‘
coal and rubber

products 11,7 9,7 12,7 11,4
Non-metallic nineral

products 4,0 5,7 3,6 2,7
Basic metals 6,2 7,1 6,6 3,3
Metal products 30,5 34,5 33,7 11,4

Source: Monthly Bulletin of Statistice, UN, November, 1979. pp.
XIV-XIX.




Table A-ll. percentage shares of industrial branchs3 in the CMEA-countries, 1973,

Branch Bulgaria Czecho- GDR Hungary Poland Romania U3sR
slovakia

Electricity 2,5 . 5,7 5,6 2,3 1,8 3,0
Fuel 3,5 s 5,9 7,9 5,7 b,n 3, ?
Tron and steel 4,C s S,u 6,7 6,0 7,9 .
Non-iron metals . ’ 2,4 3,2 3,k 3,4 .
Engineering

industries 28,2 29, 32,7 30,8 33,13 33,2 26,0
Chermicals 8,1 8,5 10,8 12,u 2,3 9,5 7,6
Bulldin; materizls 4,1 3,6 2,1 2,0 2,0 1,6 4,0
wood 2,1 4,2 3,0 2,° 3,8 By b 3,6
Paper 1,3 3,3 1,7 c,7 1,2 1,4 C,"
Slass 0,9 1,4 1,0 1,¢ 1,0 C,F C,5
Textiles 7,5 5,1 £, L,S 7,1 2,1 16,2
Clothing 3,1 1,7 1,8 2,3 3,7 3,5 N, 2
Leatner and shoe 1,4 2,5 1,€E 1,° 1,2 2,13 1.7
Printing 0,5 0,6 0,6 3,0 AN n,?
Foocd 21,7 1y 16,7 14,9 18,h 13,% 13,2

Lb



Table £-12. Index numbers of industrial outnut Ly branches, 13710=100C,
Sranch Bulgaria Czecho- ODR Hungary Poland Recmania [BhoeiN
siovakia

1960[ 14978 19601 12738 | 136C ] 1378 | 1¢6C | 1378 196C |1978|19602 [13718 1960-r1373
Electricity 27 175 50 160 58 184 uy 133 39 lef 12 193 37 | 16%
Fuel 21 167 Bl 131 en 137 58 147 87 151 52 155 57 146
Ircen and sceel 13 225 62 luy 67 159 B4 137 54 168 33 240 49 146
Non-iron metals . . 51 148 54 157 ug 154 47 24y 30 193 . .
Engineering industries 21 277 47 186 ug 167 43 176 29 260 22 340 32 221
Chemicals 17 227 38 197 50 177 25 22¢ 209 210 13 301 32 199
Building materials 238 193 651 160 54 159 686 133 48 169 26 25C Ly 15t
Wcod 59 luy B4 163 67 164 53 173 55 211 38 1514 63 133
Paper 28 198 67 163 6u lusg y2 167 57 156 21 200 us 150
Glass 22 184 52 168 58 168 34 132 40 242 30 263 37 207
Textiles 50 166 6§ 147 7% 146 67 133 50 175 38 249 61 1349
Clothing 36 183 62 243 7€ 134 61 128 4] 200 30 286 52 1y:
Leather and shoe 41 143 E0 149 61 15u f3 137 56 160 38 20u 50 13z
Printing 45 181 ug 141 70 133 by 176 48 207 36 133 . .
Fooc 45 150 71 139 72 141 57 1Ly 70 174 L8 176 53 137
Industry 34 188 56 162 55 132 51 161 Ly 202 3c 282 Ly 16€
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Table A-13,Relative growth coefficients by

branches, 1861-70 /A/ a:.d 1971-78 /B/

R

ranza Bulgaria Czecho- GDR Hunzary Poland Romania USSR
slovakia

A B A B A | B A B |A B A n (A | 3
Zlectricity 1,26 0,93) 1,12 0,994 0,95 0,97 |1,16 1,14 1,13 0,92 1,67 0,7711.13 0,95
Turl 1,62 0,89} 0,82 0,8l| 0,82 0,86 |0,83 0,91)0,77 0,75 0,58 0,56210,77 0,83
Iron and steel 2,82 1,20| 0,90 ©0,89| 0,82 1,00 ]|0,80 0,85 0,81 0,383 [ 0,81 0,2:{0,90 0,82
son-iron metals . . | 1,10 o0,91| 1,02 0,99 1,04 0,92/ 0,94 1,21 | 1,00 0,77] . .
Zngineering industries 1,62 1,47| 1,19 1,15 1,20 1,05 1,19 1,09/ 1,52 1,29 { 1,36 1,35/1,38 1,3:
Chemicals 2,00 1,21} 1,47 1,22} 1,10 1,11 | 2,0 1,3771],52 1,04 2,31 1,19}1,42 1,20
Building materials 1,21 1,06| 0,92 0,99 1,02 1,00|0,77 0,86/0,82 0,84 | 1,15 0,99(1,00 0,93
Wwood 0,58 0,77} 0,88 11,01} O,82 1,0340,88 11,07{0,80 1,04 0,77 0,8710,70 0,80
Paper 1,21 11,05| 0,84 1,01f{ 0,85 0,93 |1,21 1,04 0,77 0,77 | 1,43 0,79{",98 0,95
Glass 1,55 0,98} 1,08 1,02} 0,95 1,96 )]1,50 1,13/1,10 1,20 1,00 1,0411,19 1,25
Textiles 0,8 0,88! 0,82 0,91{ 0,75 0,92 0,76 0,83 0,79 0,87 | 0,83 0,99|/0,72 O0,8u
Ciothing 0,92 0,91 0,90 0,e3{ 0,72 0,34 | 0,84 0,80 1,07 0,99 | 1,00 1,13|0,85 0,86
Leather and shoe 0,83 ©,76| 0,93 0n,92| 0,90 o0,97|0,%1 0,35 0,79 0,7%2 | 0,79 0,81{0,73 0,82
Printing 0,76 0,79 1,27 0,87 ¢,79 0,84 1,16 1,09/ 0,92 1,02 | 0,83 0,53 . .
Food 0,76 o0,80| 0,79 0,86/ 0,76 0,89| 0,39 0,89 0,63 0,86 | 0,63 0,70/0,73 0,83
Irdustry 1,60 1,00| 1,00 1,00 1,00 1,70{ 1,70 1,701,790 1,00 | 1,69 1,C6[ 1,00 1,27

N ——
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Table A-lu4. The CHYLA exports by commodity classes and recions, 1973.
/in millions U.S. dollars/

Foed, Crude ineral Chemicals| achinery Other
beveragces materials | fuels and and manufacture d
Region Total and tobacco excl.fuelq related transnort coods
materials eaui~ment

/SITC 0+1/ | /SITC 2+4/4 /SITC 3/ /SITC S/ /SITC 7/ /SITC 6+8/

— - —

World 112434 7457 806¢ 22681 5217 37046 22339
CHMEA 62491 3399 365u 9772 2778 27271 11673
of which: USSR 20955 1£98 303 543 1321 12037 3767
Centraily planned

econonies in ASIA 3138 219 207 236 181 155y 275

Developed market

economies 34453 4287 223 349 4185 12670 104L6 e
of which: Europe 26219 2064 205L 10621 1309 2945 £79¢ e
TEC 15813 1406 1837 82u0 7RY 1326 3983 '
EFTA 5835 483 £68 2976 240 561 223
USA 1410 228 84 283 95 1m 59
Japan 1321 109 612 243 43 19 258
Developing countries 11331 6107 1892 2150 137 14 1015
of which: Africa 2913 431 193 146 19y 112y 536
America ~n23 438 210 017 20€ 1612 559
Mid-East 4573 340 162 112 152 107 ake
Jti.er Asian 148’ r2 7 EVAS o7 enr 171

Source: llonthly 3ulletin of Statistic Ui, July 19&C. np. NL-LIXAIIT,




Table A-15.

The CHL{Y imports by

conmodity classes and regfions, 1977,

/in millions U.S. dollars/
[— T
Tood, Crude Mineral Chemicals | '‘achinery Nther
. m beverages materials | fuels and and nanufacture?
Region Total and vobacco|excl.fuels|related transport goods
materials equipment
/SITC 0+1/ | ,/SITC 2+4/| /SITC 3/ /SITC 5/ /SITC 7/ /SITC 6+8/
world llohys Iy 327 207 12271 7103 399275 2L165
CMEA 624931 3399 IREY 2772 27789 27271 11¢77
of which: USSR 2ug0® 309 2208 e21% 4y7e nNzoa 537f
Centrally planned
economies in ASIA 2172 533 4743 1 u?l an 172°
Developed market
ecoromies 34553 y2R7 2053 NG WoRT JALON RS pROLEE TR
|
of which: Eurone 2¢12% 1527 1291 227 377¢ 10037 337F s
EEC 17111 700 ya- 1ee 2907 F07 5777 ~
CFTA 3 2323 40?2 NE 701 2473 2012
USh 367 220CE 570 67 £2 SRE 174
Jaran 3199 2 utb i2 nne 156N T2an
Develcping countries 11331 £107 1522 2180 137 1% 1n1e
of waich: firica 1516 532 32¢ b R . 72
fonerica 5480 L6553 L] 2 40 7 22e
itid-East 2671 292 345 1323 2 ? 1C1
Other-Asian 1784 499 730 a9 19 5 417 ]
Scurce: lloathlLy Tulletin of Suaticwic U, July 1230, ro, AL=LRKATTT



Table &-17 e Coronsition of U - - Sl : 1t cIen v lo , 197,
/ir mavcantates/
fecion Foo:l, wruda BESCETIRN} Chanminals| lachinery Cther
Tenol Laval o2, coabeviolo oLt gL el
ana touacco cael lunla relace? TransHort e, \
AN B el dloan !
Vel SNV W/ JOTIS 2+u A /0TS N/ | /3ITC 5/ | /o1TC 7/ /TTTS G40 (
1 !
orld 100,00 €,63 7,1% 20,17 b oG 32,75 19,81
CMEA 100,00 S,ub 5,85 15,54 u s H3,R4 172,67
of which: USSR 100,00 9,06 1,05 2,59 5,10 57,83 17,93
Jentrally planned
economies in ASIA 100,60 | 7,93 5,50 2,46 2,86 un, 52 11,06
Developad narket | I
economics 160,06 R, 2 12,57 37,08 n,9r% 17,9 21,31
of wl.ich: Eurone 100,95C 7,37 11,27 up,51 b, 19 11,27 2211
TLC 100,00 8,87 11,91 19,23 T R 8,37 25,14
TFTA 100,00 5.28 1,73 50,99 L,1l 2,81 15,92
USA 100,00 16,17 £,2¢ 29,03 a,07 7,18 41,94
Japan 100,60 9,25 TR ,33 13,40 2,20 l,ub 1.,513
Developing countries 100,00 7,72 3,69 q,t7 4,67 ?9,L1 10,79
of which: Africa 100,00 1u,80 6,63 5,01 FLER 32,93 13,40
America . 100,00 12,42 5,306 20,080 5,0n 1,10 18,22
id -East 100,00 7,62 3,23 AU 3,33 1,87 12,87
Other-Asian| 100,00 3,51 4,08 28, 39 11,79 4,17 11,55

Source: .lonthly BulletIn or Statistic UN, July I33C. "n. KL—LX;“IITT
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/in pnercentages/

Table A-17. The composition of the CMEA imports by commodity classes and

rerions,1978,

Chemicals

Food, Crude Mineral Machinery | Other
Region Total beverages materials | fuels and and manfactured
and tobacco | excl.fuelg related transnort | zoods
materials equinment
/SITC 0O+1/ /SITC 2+4/ /SITC 3/ /SITC 5§/ /SITC 7/ /SITC 6+8/
World 100,CO 12,97 7,48 11,11 6,47 36,21 21,18
CHEL 100,00 5,44 5,85 15,64 4,45 L3,64 13,69
of which: USSR 100,00 1,24 11,72 33,52 1,71 24,30 17,47
Centrally planned
econonies in ASIA 100,00 24,54 22,C1 c,05 1,9¢ ~,75 ©7,19
Developed market
economies 100,00 12,4y £,51 1,C1 2,15 36,77 10,32
| of which: Zuropoe 100,00 5,83 4 16 0,87 14,42 39,35 34,11
I EEC 100,00 4,61 2,9C 0,25 16,38 40,37 33,76
EFTA 100,00 4,77 5,77 n,%1 11,95 41,67 34,02
LUSA 100,00 60,11 15,53 1,83 1,72 15,94 4,70
Japan 106,00 c,08 1,4l 0,5€ 7,78 HR,29 HO,u5
Developing countries 100,00 53,90 16,70 13,77 1,21 0,12 8,97
cf which: Afric 100,70 ub 53 23,72 17,935 3,1 - 12,87
America 100,00 35,48 8,76 0,15 n,77 0,17 4,29
id-Last 10¢,00 10,¢3 12,92 71,06 1,20 0,07 7,7
Other Asian| 100,00 28,2¢ L1, 28 5,06 1,00 0,28 23,64
Source: Monthnl; Zulletin of Statizti~ U, July 1887, ~n, NL-LXNKTTI.

- EOT -
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Table A-18. The composition of the C'{LA-exnorts by re-ions ard commodity classas 1379,
/in percenta-~es/
| . .
. Rezion Total l'ood, Crude ‘{ineral Chemicals| lachinery Other
' beverarcs materials fuels and and ran.factured
! and tobacco | excl.fuels | related transnort FNOoCs
i materials ( equinment
. 3ITC 0+1/ /SITC 2+4%/ | /8ITC 3/ I /OTTC 5/ /°I”P 7/ /SITC 6*%"__J
(ﬁ”orld 100,00 100,00 100,00 oo, ne <r 102,200 179,00 ' 1oa,nn ‘
| S— '
i
b HEA 55,58 45,53 LS, 29 43,080 53,2 73,61 52,16
! of which: USSR 18,64 25,45 3,76 2,39 25,32 32,83 16,83
Centrally planned
|  economies in ASIA 2,79 3,34 2,57 1,31 3,53 4,19 1,67
i l g
! Jeveloped market | —
1 econonies 26,06 32,57 us,u45 09,17 27,81 a,u5 3C,61 Q
| of which: Lurope 23,32 27,68 36,61 ug,23 25,09 7,95 25,89 '
! EEC 14,09 18,85 23,39 27,51 1h4,6u 3,58 17,79
i EFTA 5,19 6,48 7,08 13,12 4,60 1,51 4,12
USA 1,25 3,06 1,04 1,27 1,53 0,27 2,Eu
Japan 1,17 1,46 7,59 1,07 0,56 0,05 1,15
Developing countries 15,21 17,71 7,81 6,39 15,30 13,44 3,24
of which: Africa 2,53 5,78 2,39 0,64 3,72 3,086 2,39
America 3,49 6,50 2,85 3,60 3,95 3,83 2,50
1id-East 4,07 4,68 1,83 0,49 3,45 5,19 2,59
Other Asi%n 1,32 0,70 0,74 1,65 4,2% 1,37 0,76
—_— - ond
Source: !Monthly Bulletin of Statistic UN, July 1380. np. XL-LAXXIII.




SO1

Table A-19. The composition of the CIFA inmnorts by ve~ions and commedity classes, 1777,
/in rercentares/
. Food, Crude {ireral l Chenmicals | Machinery | uther
o4 o
,Reulon Total beverages materials fuels and and manufactured
and tobaccd excl.fuels| related transport | goods
materials equipment
/SITC O+1/ | /STTC 2+¢47 ) /SITC 3/ /SIVC 5/ /SITC 7/ /SITC 6+8/
V'orld 100,00 100,00 107,00 100,00 100,00 100,00 10C,CC
CHEA 56,59 23,72 4,01 7~ 83 27,75 T, TR
of which: U332 22,486 2,18 2,10 &7 .77 2,23 n,nl 17,50
Cerntraily »lanned
ecoromnies in ASIA 1,97 3,72 5,78 n,c1 D,RN n,1r ol
Developed market
econonies 31,19 29,32 27,13 2,04 53,59 21,62 13,23
of which: Curope 23,72 1C6,85% 13,20 1,35 52,99 25,19 36,713
LEC 15,49 5,50 6,01 1,19 19,23 17,27 27,71
EFTA 5,37 1,93 N, 9€ n,an 1,03 £, 7,76
USA 3,32 15,40 €,02 nore 0,482 1,00 n,77
Japan 2,50 0,02 ~,5Y R 2,00 3,77 €,
Developin; countrics 1C,23 42,6 ne,ne 17,n0 1,0 ~n e
of which: rfrica 1,22 u,tl 3,20 1,27 n,er - 1,77
{merica 4,08 32,7 T,0k ~,07 .0 nooe s,
slid-fast 2,42 el 1,17 Ty07 IR I ~L o AT
Cther Asian] 1,850 3,43 2,37 2,717 2T | 2,71 1,70
s A
Sovrce: llonthly Pulletin of Statistic Ui, Jaly 2077, @ -, L-L0UTTT



Table A-20. The commodity coupocition of the forei :n trade

/ix percentases/

of the

=zountries, 127

Commodity ,roup

3ul;ari4

Czecho-

slovariia

CJ
|
it ]

untary

Polanc

Ro.ania

y3en

Yo
—-. e

withoirt
usc?n

Exgorts

Yijachinery and
equipment

Rawv materials
and
semifinished
products

Foodstuffs and
raw materials
for food
products

ui,3

16,7

25,2

9,2

52,9

26,5

3,7
16,9

55,0

24,8

5,2
15,0

26,0

20,2
20,0

*)

32,4

8,1
16,3

39,0

14,3
17,5

12,5

75,1

2,2
3,1

23,7

49,4

6,9
10,0

27,9

1¢,9
15,9

Consumer goods
Total

100,0

100,0

100.0

100,0

100,0

100,0

100,0

100,0

100,0

Imgort§

Machinery and
equipment

Raw materials
and
semifinished
products

Foodstuffs and
raw materials

for food
preoducts

Consumer zoods

40,9

50,5

4,5
4,1

40,9

50,8

4,5
4,1

Total

13,0

100,90

Source:

Econowic Bulletin

for Europe

34,0

48,0

33,7

52,7

6,1
7,5

-

38,3

45,4

[
o

37,1

52,0

-3
-

O

42,

27,0

13,2
11,°

~)

39,3

13,3

2,2

17,2

48,3

4
-
D

1C0,0

D
QD
QO jw O

A .
D |l

10C,8

10,0
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Table £=21. The CYEA trada % ~curtries an? eccnenic Troupings, 1770,

/in million U.S. dollars/

_L_O'[-

Zulzaria| Clzecno- oo Yungary D taland Tomanla
slovakia
Zxports
Total 7483 11747 13287 £33yt lulln n237
Jeveloped market
e~oromies 227 2218 . 21z BEOF 2904
. J.vecloping
countriec: o2y 22¢ . FL7 Ny s L3N
CHEA 3540 70¢2 . M oLz RIREA
of wnich: USER 5033 L0b6E . 1732 772 R 2
Innorts
7 Total 7€587 12528 572 Ten? iece=n REAMAY 1
-evelopad narket
, econcmies 11375 3262 . nine eore 203,
Jeveloping
countrisas 28N oo . 7.” ~a SRR
- CMEL. §38231 guu9 . 3762 728° 3357
|_cf which:JEC" WEET L7 N . voonln ! Y |
Source: Monthly Bulletin of 3tatisticrs UM, July 12°C, ==, 270, -00TAL
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Table A=77, /nnual nercantia cnanee in the intra-CFEA

tryde
COURnTr ) cxports Imnorts ___J
| 1272-76 { 1277 | 1973 | 1972-76 l 1977] 1978 '
1 I
2
Bulsaria
Scviat Uniorn 15,1 15,3 10,5 17,9 17,0 17,1 .
Other ClTA-
-countrie:; 15,5 15,7 5,7 13,9 14,7 3,6
Cz2choslovakia
Soviet Union 17,2 11,1 DI 12,3 17,4 11,%& )
Cther CHLA- :
~countria:n i 13,2 7,7 R,? 16,1 2.3 17,6
3DR
Sovieat Union 56 11,0 13,0 | 13,6 13,9 2,8
Cthrr CilLA-
-countrier 12,° 3,1 5,8 14,5 24,3 - u,2
PIUIIE‘IE:L
Sovizt Union 17,3 17,1 1,1 10,8 15,7 14,0
Cther CHLA-
~-countries 12,6 18,4 - 5,0 10,7 3,4 16,2
Polard
Soviet Union 14,3 16,u 17,3 15,5 20,1 8,1
Cther CHEA-
- countriecs 22,0 6,6 2,0 13,3 16,38 10,1
Romania
Scviet Uriion 10,3 20,3 - 3,2 12,8 25,4 - 1,9
Other CMEA- ’
-countries 19,2 29,0 10,2 12,3 17,0 7,4
USSR b
Other CIEA-
-countries 15,0 16,5 11,0 13,3 13,3 21,1

Source: Economic 3ulletin for Zurope Vol. 31, MNo.l. pp. 90-91.




Table A-23. Estimated balance of payments of the developed market economies
/excluding Japan/ with CMEA /million US dollars/

Current Account Capital, multi-
lateral cettlaments,
Net services net errors and
Year Trade Transport omissions
blance and
Total f.o.b.~ Total insurance Travell Income Transfers
-chQb.
/1-10/ /1-2/ /3-8/ /3-4/ /5/ /6-8/ /9-10/ /11=-19/
1973 2 718 2 836 231 17 -292 506 =349 - 2 718
1974 | 3 u3y 3 2098 553 123 -332 762 -328 - 3 434 ,
1975 | &8 807 8 255 870 25 -450 | 1 295 -318 - 8 807 g
1976 | 3 277 5 827 1l 150 - 50 -450 | 1 650 =700 -6 277 (
1977 | & 407 3 652 1l 156 - 70 -470 ¢ 2 100 -805 - 4 407
1978 | 6 317 4 937 2 200 - 80 -520 1+t 2 800 -820 - 6 317
1973+
<1978 | 31 960 28 716 6 S6u - 35 -2 514 |9 113 -3 320 -31 960

Source: Economnic Bulletin for Europe Vol. 31, No. l. p. 11ll. Note: Numbers in parenthesis under column

headings are the IMF item numbers.







