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Industrial developm~nt in the Furcepean

CMEA-countries i, the scventlies

.Introductory remarks

This paper deals with the seven Europcan member
o bttty

countries of the Council of Mutual Economic Aid: Bulgaria,

¢hechoslovakia, GDR, Hungary, Poland, Romania, USSR. This

b ———
group cover the European centrally planned economics except

Albania with 2.5 millipn inhabitants from the total near to
400 mitlion population of the complete group. The population
of the 3 non-European member-countrics of the CMEA /Cuba,
Monéolia, Vietnam/ amounts tc 67 million but their share
in economic potential and industrial output is much lower.
All statistical data qucted in this paper if not
othervise indicated are taken from the official publica-
tions of the CMEA Secretariat. In these statistics some
concepts, definitions, classifications differ from those
used in the United Nations publications. If needed for
adequate comparison or interpretation, special reference
to these differences will be given.
'First of all it should be mentioned that the CHMEA
countries measure economic growth according to their MPS
accounts by the increase of total or per capita national

' income originated in the material sphere of production,

i.e. they exclude services which are not related to the
producticn and distribution of goods. Estimates c¢n their
growth rates of per capita GDP according to the SNA
definitions seldom show significant differences while
recalculations of other types aiming at corrections of

price deflators and other basic components 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
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and makes comparisons with western economies difficult,
The CMEA countries are publishing index numbers cf
industrial production on the industry as a whole both
on the basis of the national income originated /NMP/
and of the gross value of output, but or sectors only -
of the second type. Usually it is assumed that these
latter indéx numbers show higher growth rates than
national income data but this is not a rule)there are
often differences with opposite sign. Data will be
published only for the total industry and not
separately for manufacturing, usually covering only
the socialist sector /state-owned enterprises and
co-operatives/. These datu do not include the
industrial activities of the small private firms /mostly
craftsmen/ and that of the broductive units classified
into other sectors of the economy /agriculture,
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.

. bujlding materials, food industries/ greater share

and importance.

In the CMEA statistics the classification of
branches differs from ISIC, first of all in the
principle that mining and manufacturing activities aiming
at the same final producis are combined. Finally it
should be noted that the comparisons between countries
based on rdata caiculated at national prices are
significantly influenced by the diverging relative

prices ot ine individual economies.

|




The slow-down of economic-and indusirial growth

The rate of growth of the world production froin
1964-1973 to 1974-80 dropped from 6.0 te 3.0 percentage

.per annum. According to ihe estimatea figures /see GATT

International Trade 1980/1981/ a simiiar slow-down occured
in the rate of growth of the volurie of world trade: from
8.5 to 4.0 per cent p.a., with an absclute decline/-1.0
resp. -~ 3.0 per cent/ in 1975 in both index numnbers. This
indicated the end of the post-war "golden epoch" of the
developed market economies. Instead of an average rate
of growth about 5 per cent the different forecasts for
the next decade/s/ calculate not more than 3 per cent.

The rates.of growth of the CMEA ccuntries in inter-
national comparison appeared to ke both in the 50’s
and the 60’s outstandingly high though not unique. As
a group untill the mid-seventies they exceeded the growth
both of the developed market economies and the developing
countries. In the last two decades /1961-1980/ national
income resp. GDP increased in the CMEA countries by
6.1,in the developed market econcmies by 4.0, in the
developing economies by 5.2 per cent p.a. Per capita figures
show of course lower rates in particular for the develop-
ing countries. While the growth rates ir the developed

marked economies sharply declined in the early 70’s, this

L:'happened in CMEA countries although /up till now/ not at

the same extent in the late 70’s /see Table 1/.
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i Table 1. Rates of growth p.a. /%/ of national income

generated in five-years period

Country 1961- 1966~ ! 1971~ 1976~ Plan for
: 1965 1970 1975 1950 1981-198g

Bul garia 8.8 7.8 6.1 3.7
Czechoslovakia 1.9 6.9 5.5 3.7 2.C-2.6
GDR 5.2 5.4 4.1 5.1
Hungary 6.8 6.5 3.4 2.7-3.2
Poland ) 6.2 6.0 9.8 1.2 .
Romania 9.1 7.7 11.4 7.0 7.1
USSR 7.8 5.7. 4.2 3.4/
Unweighted :

average 5.4 7.0 7.4 4.3 4.1

x/ National income distributed.

The slow-down in Czechoslovakia, the USSR /and Hungary/
started already in the early 70's, in the other 4 countries
only in the second half of this decace in particular from
1978 or 1979 on /see Table 2/. Only GDR showe resp. plans
a recovery from 1981,on. The unweighzed average rate of
growth of the 7 countries shows a continuous slow-down
excent year 1977. The plans for the {ive-year period 1981-85
compared to the figures of 1980-1981 foresee some

improvement.

All countries recorded a lower growth of rational
income distributed in 1¢76-1980. The difference compared
to the national income generated was relazively small in the
case of the USSR and GDX /both o,4 percertase -oints/,
greater in the other countries /Bulgaria 0,%, Xungary 1,3,
Polanc 1,4, Chechoslovakia 1,6; no dzta published on
Romania/. This shift of resources aired at mainly the
counterbalancing of the trade deficit /see later/.




Table 2. Rates of growth p.a. /%/ of national income -

generated in the years 1976-1982

‘Country 1976 |1977 | 1978 | 1979 | 1980| 1981 |Plan foﬁ
. : . 1982 |
Bulgaria 6.5 6.6 5.7 5.0 | 3.6 |
¢Czechoslovakia | 4.1 4. 3.0 .0 -0.4 | 0.5 |
GDR 3.5 5.1 4.0 4.4) 4.8 | 4.8
Hungary .3.0 | 8.2 4.5 2.3 | -0.6} 2.1 [1.0-1.5
Poland 6.8 5.G 3.0 | -2.3 | -6.0{-13.0
Romania : 10.1 6.1 3.0 2.2 5.5
USSR 5.9 | 4.5 5.1 2.2 | 3.9 3.3 | 3.0¢/
Unweighted average

with Poland 5.7 6.0 | 4.8 3.1 1.9 0.6

without >

Poland 5.5 6.2 5.1 4.0 3.2 2.8 | 2.7 i

x/National income distributed
In the European CMEA-countries industry is the major

determinant of economic growth. This is due fﬁrst of all

to the fact that according to the MPS figures of these

countries about 50 to 70 per cent of the national income will

be generated in the industry /see Table 3/. /Mote that in
nfthese data only contributions of the material sphere of

‘broduction are included and the sectors’ shar2s depend very

much on relative prices./ The share of the industry at

current prices from 1960 to 1970 1increased in Bulgaria,

Hungary, Poland and Romania; decreased in GDR and not

significantly in Czechoslovakia and the USSR. From 1970

to 1975 in all countries an increase can be observed, from

1975 to 1980 the picture is mixed again, but cnly GDR shows

a significant increcase. In 1981 the <i.are of industry in

national income dropped in each country by 0.3-2.3 percentage

points, in Poland by 12.4. /For international comparisons do




not forget that these arc Net Material Product figurcs,

SNA data have a wider scope./

Table 3. The share /%/ of industry and other major sectors

in the national income generateqd

Country Industry + Construc- Agri- D%her
196011970 1975'19867\§ion . culture sectors
' A—i\\x N 1981
Bulgaria 47.3(51.1|52.1]51.0 49,37 9.4 19.6 | 21.7
Czechoslovakia ‘63.4 62.1165.7165.0 62.7{10.1 6.3 120.9
GDR {62.7157.7159.1168.7 68.11 6.0 8.5 |17.3
ungary 37.6{44.1146.2(50.8 49.2110.9 14.8 { 31.1
Poland 46.9154.6159.6154.93 42.5}) 7.1 29.9 | 20.5
Rorania 42.1{59.1{57.1|59.3 ! s8.0] 8.9 | 17.1|16.0
SSR ' I52.3 51.1)52.6151.5 51.2;10.1 14.7 { 24.0

In addition the contribution of agriculture to national
income did not increase in the last decades in tnhese countries
significantiy. While the gross value of agricul tural output
grew in the 70°’s 'by an /unweighted/ average of 2.4 per cent
p.a. /similarly as in the 60's/, the national inccme
origirated in agriculture in~treased less then 1 percentage

/vhich is somewhat more then the achievemen* in the

., previcus decade/.

The national income generated in industry continued to
grow in the early seventies with a very high rate in all
ClEA-countries though in Bulgaria and the USSR this rate
corpared to the previous decade somewhat declined /see
Table 4/. In the late seventies our index numhers clearly
indicate a slow-down in all countries, between the two
five-year period of this decade in average approximately
in the same range /3.2 parcentage points/ as *total national
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income /3.1 points, see Table 1/. The difrerence in the
changes of these twoe rates of growth was in each country

below 1 per cent except the USSR here the slow-down in

"total national income was 1.4, in industry 3.0/.

Tabie 4. Rates of growth p.z. /%/ of national income

generated in industry

Country 1961- 1971- 1976- 1971-
1970 1675 1980 1980

Bulgaria - " 10.4 | 8.7 7.8 8.3
Czechoslovakia 4.9 6.0 3.5 4.8
GDR . 5.3 | 5.7 5.1 | 5.4
Hungary - 7.2 | 7.6 4.7 6.2
Poland 8.3 10.8 2.7 6.8
Romania 13.2 13.4 9.3 11.4
USSR ' 9.4 7.9 4.9 6.4
Unweighted average 8.4 8.6 5.4 7.0

" More complate data are published in the CMEA-countries
on the prcduction index numbers based on the gross value
of industrial output /see Table 5/. These figures show
the same slow-down between 1971-1975 an:d 197€-1980 as
national income data - in average and in case of Hungary
and the USSR; more marked slow-~down in case of Bulgaria
and the GDR, less in case of the other three countries.
7he planned figures for the next five-year period /1981-
-1985/ are near to the last performance data and
significantly below the growth rates of the sixties and
early scventies. The fulfillment of these industrial
growth targets - taking into account the actual growth
in 1981 and assuming the perfect realizatior of the plans




Table S.

Table S. Rates of ‘growth p.a. /%/ of gross value of industrial output

Country 1961~ | 1366- | 1971~ | 1976~ | Plan for Plan
1965 1970 1975 1980 | 1981~ 1976} 1877119781972 {1980[1981|for
1985 1982
Bulgaria 11.7 10.9 9.1 6. 5. 6.8 | 6. 6.9 5.4 5,2 4.5
Czechoslovakia 5.2 €.7 6.7 4, 2.7-3.4 5.9 | 5. 5.0 3.71] 3.5 0.4
GDR 5.8 6.5 6.5 .1 5.9 4.7 4.5 4.7 4.6
Hungary 7.5 6.2 6. 3. 3.5-4.1 4.6 4.9 3.01-1.8 2.0-
. . 2.5
Foland 8.4 8.3 10.4 4, . 9.3 |[,6.9 .14.9 2. O [|-10.8
Romania 13.8 11.9 12.9 . .6 11.5 ﬂ2.7 2.5 4.
JUJSSR 8.6 1 8.5 7.4 4.8 | 5.7 .8 3.4
Unweighted average
with Poland . . . 6. 7.0 . 3. 1.
without Poland . . 2" . 4.9 .5 15.7 ,4. 2.9 3.5




fer 1982 ~ requires for 1983-2985 an annual growth rate

of 5.2 per cent in Bulgaria, 4.2 in Czechoslovaxia, 5.2 in

)y

GDR, 4.6 in hUngary, 10.3 in Romania and 5.1 in the USGSR.
This would necessitate a significant acceleraticen of growth

in most of these countries!

The UN productior index numbers for the Eurcpean CHEA-
countries show similar tendencies though with some
differences by yéars. This can be attributed partly to
the fact that these are weighted average figurss depend-
ing dominantly on the USSR data /while those quoted in
Tables 4 and 5 unwveighted/, partly to the different
methods of calculation. Compared to the develored and
develcoping market economies industrial grewth in the CHEA-
-countries was in the years under revicw /except in 1976

and 1979/ and also in average higher but the differentials

decreased.

Table 6. UN production index numbers by regions, rates of

growth p.a. /%/

r -
Region 1971- . <970 . |1976-
1975 1976 {1977:1978}2979]1280 1981 1981

Furopean CMEA-

countries 8.6 6.5|] 6.6 5.6] 4.3] <.6} 3.1 5.1
Developed market

economies 3.5 8.5 3.6 4.11! 5.01{-C.5}{ 0.6 3.5
Peveloping mariket

economies 5.2 9.7 5.8] 5.8] 2.¢(-0.7-0.4 3.5
orld total 4.1 4.91C.711.1 3.9

Source: Monthly Bulletion of Statistics. UN, August 1982.




Foreign trade

In the seventies foreign trade increased in the
European CilEA-countries - both intra-trade and trade with
the o:*ner groups of countrivs - significantly and
consecuently its importance, its impact on economic and.
induszrial growth, efficience and equilibrium, too. The
date cuoted in Table 7 are calculated on the basis of
current prices, -so these growth rates reflect changes

Lhe szrme _Qry

J'n_:__"'"lri_l_“.aci covipgs e
bothk n volumes and prices, actuallyvmore incre¢ase in

prices than in volumes. Nevertheless the comparison between
regions clearly indicate that the growth »f foreign
tracde /except some single years/ was lower in the CMEA-
countries than in the rest of the world, in particular
in 1979 and 1980. As a consequence their share in che
wvorld trade decrecased from 16.5 per cent in 1965 to

7.8 per cent in 1980 /the share of the USSR from 4.1 to
3.3 per cent/. Between these two points of time beyond
2 transitional increase /in the early 70’s: 72 per cent/
the snhare of the developed market economies remained’
2bout the same, 69 per cent, that of the developing
counzries /and territories/ grew from 19 to 21.9 per
cent /but in 1960 it amounted to 22.2, in 1950 to

16.7 rer cent/.X/

x/Data of the UNCTAD volume, quoted as source of Table 7,
p. 27.
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Table 7. Annual growth rates /%/ of the value of

exports and imports

) T : T ~ T
Region 1961~ | 1971~ ! | o m’,mo 1971
1070 | 1974 '1973‘1976 1977 19/0"J,J 1980 “gag

I Exports

European CiiEA+ ,
-countries 8.7 2.5 19.5! 8.8|16.4(14.4119,9|15.7| 18.1

DéQeloped
market :
econorics 19.0 !25.2 6.5(11.2113.5{19.7[23.0|17.61 18.8

Develcping

countries 7.2 i39.8 ~-6.1120.8 13.3T 4.3138.7133.21 26.0
World total - 9.3 27.9 4.1113.3(13.7115.4126.4{21.5| 20.3
Imports

European CKEAHA , . .
-countries 8.1 23.4 29.9| 5.0 9.5 17.2{13.2(14.3 | 18.4

Develcped

market
econcmies 10.2 26.8 0.41124,5113.2 15.7128.3]21.0 |19.5

Develcring
countries 6.4 29.5 15.6 110.8 [20.0 14.920.6 {29.8 | 23.9

World total 9.2 27.1 6.1 (12.2(14.2 15.9(25.3 {22.5 |20.2

Source: UNCTAD Suvplement 1981. Handbook of International
Trade and Development Statisties, UN 1982. pp. 14-25.

Locking at the individual countries /see Tableg /, in
the 60’s Bulgaria showed an over-.average, Czechcslovakia,
GDR anc¢ the USSR a bc¢low-average increase of foreign
trade, in the 70’s Romania’s and the USSR’s grovth was
above and Czechoslovakia’s and the GDR's unvariably below
the average. The foreign trade intensity is the highcst in
Hungary, the lowest in the USSR/which can be explained at =2
great extent by the huge size of this country[ '
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Tablec 8. Intensity and growth of foreign trade in

the European CHMEA-countries

Country fShare in | Per capita | Annual rates of growth
itotal fcreign /%/ of foreipn trade /at
Iforeign trade current prices/
Ny /1980/ 1961- | 1971- | 1961-
' ’ 1970 1980 1980
- ]
Bulgaria i 6.1 128 12.3 14.4 13.4
Czechoslovakia 9.3 113 7.2 11.6 9.4
GDR | 11.9 131 7.9 11.8 9.9
Hungary ; 9.6 166 10.1 14.5 12.3
Poland | 11.4 60 5.8 14.5 12.2
Romania b 7.9 66 10.8 17.3 14.1
USSR 43.5 - 31 8.2 15.6 11.9
Total/Un-
weighted
average 100.0 100.0 9.5 14.2 11.9

In the foreign trad= of the CMEA-countries thr share of
the'intra—trade decreased in the seventiies remarkably. The
decrease in the exports was from 64.4 per cent /in 1969-1971/
to 53.6 per cent /in 1980/, while the share of the develogped
market economies increa;e& from 24.6 to 33.6, that of the

developing countries from 9.2 to ll.l'per cent. The figures

concerning the imports were as follows: 59.8-50.9, 23.2-31.2

and 12.1-15.2.%/ In 1980 the share of the intra-CMEA trade
/see Table 9/ was the lowest /33.8 per cent/ in Romania,

the hifhest in Bulgaria /72.7 per cent/.

x/ Data of the UNCTAD volume quoted, pp. 68-73.




1 Table 9. The shares of the intra-CMEA trade and of
the trade with all centrally planned econonies

in 1980 /%/

-

Country Intra-ClEA trade Trade with ail CPE’'s
) Exports|Imports|Total {Exports Imports Total
Bulgaria 68,8 77,1 (72,8 70,8 78,9 74,7
Czechoslovakia | 65,1 65,9 {65,5 .69,6 70,2 69,9
: GDR 65,4 | 60,2 |62,7 ; 68,7 63,3 65,9
Hungary 51,5 47,8 (49,6 55,1 51,1 53,0
Poland 53,3 | 53,3 (53,3 55,9 55,6 55,7
Romania . 37,0 | 31,3 |34,0 | 43,5 | 37,8 | 40,6
USSR -1 65,1 65,9 |65,5 54,5 53,2 53,7

' i l

Intra-C.EA trade 1is baséd zt a great extent on five-year
or even longer-term agrzements. The Complex Programme of the
further development of the co-operation and the ‘socialist
economic integraticn of the CMEA member-countries - adopted
in Bucuresti, 1971 - stated that the system of economic and
scientific~technical co-operaticn of the CMEA member-countries

is based on the corbination of the co-ordination of planning

as the fundamental method of co-cperation and of the broader

use of comrmoditv and financial relationships. The co-opera-

tion in planning includes inter alia the co-ordination of

the naticnal five years and long-term plans. On the basis

of these negotiations and the deals on specialization and
co-operation bilateral or multilateral, the ministries of
foreign trade come to aggreements on mutuai deliveries and

from year to year they revise and fix the contingents either in
quantities /as e.g. in case of fuels, raw materials, basié '
foodstuffs and consumer goods/ cr in value terms. Then civil
law contracts of the respective enterprises specify the
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Table 10. Trade balance:

value and as per cent of imports

Wﬁ

!
Region 1o 197254l 1975 | 1976 | 1977 | 1978 | 1979 19&0}
|
Value in million of U.S. dollars i
European CMEA-countries -~367 -3367 ~-13800 |-11500|-6700 |-10600! ~4400| -4G10 ;
Developed market !
economics -12100 -34700 .| -35600 |-60100 |-65500 |~-46700 —105800-164900‘
Developing countries -267 25967 23600 47500 | 39800, | 14900 7 2 €00 10390Ci
\
As per cent of imports
European CMEA-countries -1.2 | =6.5 | -15.0 |~-i1.9| -6.3 |-8.5 -3.1| =-2.5
Developed market :
ecoromics -5.1 -7.7 - 5.8 ~-8.5 -8.2 | -5.1 -9.0 | -11.5%
Developing countries -0.5 23.4 12.5 22.7 15.8 5.2 20.8 22.7
! : I
Source: UNCTAD volume quoted, p. 29.
T ———




concrate cencditions of the deliveries, making use of the
general regulatieon of thnese conditions /adopted in 1968

and revised in 1975/.

-

G fivg conprehensive long-term target-oricnted

- programres were adopted on 1/ energy, fuels and raw materials,
2/ mechanical engineering, 3/ agriculture and food supplies,
4/ manufacturing consumer goods, and 5/ transport and
communicaticn. The preparation and implementation of these
programmes, however, required more time than expected and
their results remarkably will materialize only in the coming
years. ‘ o

The overvhelming part of the intra-CHMEA trade is based

on intergcvernmental, agreements, oﬁ counter-deliveries which
are knownr ,and accounted for some years advance. Changes are
negotiated threough current trade agreements; balances will

be adjusted by agreed reverse commoéity flows in succeeding
years or will be financed by credits. This procedure moderates
but does nei eliminate annual ups and downs in the mutual
trade, trese problenms appear at greater extent when the

‘trade balance or cdomestic supply t:nsions in the individual

.

countries shzrpen.
Many mezsures aiming at improving and strengthen‘
the role of tne monetary and finencial instruments

:n' CMEA co-cperation had been taken and are being pre,
Bilateral ccntacts still have a dominant role though the

i so calleé transferable rouble as a common accounting unit
had been intrcduced already in 1964. Studies on the
possibilities of convertibility of currenéigs are in.progress.
Special zttention will oe paid to the problems of pricing.
From 187% cn the prices in the intra-CMEA trade will be
adjuséed tc the world market level with a five-year time-lag.
Since the cormodity composition of trade varfes among countries,
these acd ustirents effect their terms-of- trade differently,




actually in these years in favour of the main fuel and raw

material supplicr of the region, the USSR /between
1975-~1981 with about 12 per cent/. The deficits in the
balance-- of ~ paynents of the other CHEA-member countries
vis-&-vie the USSR have been financed by mediuﬁ-ﬁerms

" Joans as a rule at low interest rates with changing
conditions but the details of these arrangements are not
publicized. Acccrding to the estimates of the Secretariat of
the Econcmic Commission of Europe /see Economic Survey of
Europe in 1981, -UN 1982, p. 285./ the cumulative trade
balance for 1976-1981 showed for the USSR 26 billion US
dollars surplus, for the other six countries 33 billion
deficit.Frcem these amounts approximately.IO billions are
cf intra-CHESA character.

Loocking at the aggregate figures of the UNCTAD
statistics /See Table 10/ the trade deficit in the CMEA-
-countries vas high in 1975, 1976 and 1978 and in the
next years subsequentiy deéreased, both its value and as
per cent of imports. /Due to differert approaches the
statistics of the ECE and that of the UNCTAD cannot be
put together./

- ~ The East-Vest trade increased from the iate sixties
spectacularly due to the favourable political climate

and survived even the first oil-stock in the developed
ma}ket econonies. This trade was supported by substantial
credits which led however to a growing indeptedness of

the CMEA-countries. East-VWest trade helped the modernizaticn
of their production capacities although often not at the
extent as expected and at the same time made them more
sensitive to business cycles and other movements in the
wofld econcry. Except the USSR the changes of the relative
prices and a slow adaptation to these resulted in a

deterioration of their terms - of-trade.
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The CMEA-countriecs planned to increase their export
at a higher rate than their imports in order to compensate
the terms-of-trade losses and to cover the dept-service.

The recession in the developed market economies, the growing

‘compuetition of the NIC's, some discriminative measures
p .

made difficult to implement these targ.ts. For the Soviet
Union the favourable terms-of-trade permitted the continua-
tion of a more rapid expansion of import volume than export
volume. ' ' .

Al though a numbeg of bn—going and new intergovernmental
long-term trade and economic co-operation agreements and
quite a number of strong and lasting business contacts
testify the interest in East-West economic relations on both
sides, in general thé overall economic slow-down and some
political considerat.ons of western governments have led to
declining East-Vest trade in fhe last years. At the same

time high unemployment, law capacity utilization, difficulties

of certain firms,industries or regions motivate to maintain

and if péssible enlarge western exports to the east but this
is constrained by continuing balance-of-payments deficits.

' East-west financial relationships had been based
initially on credits form western suppliers, commercial
banks and on official export credits for individual deals.

Later on the role of other forms as untied bank loans and

" borrowing on the euro-currency markets increased. A large

part of the credits were accumulated in 1976-1978 wvhen
nominal interest rates were reiatively low /5-6 per cent/.
In the next few years these nominal interest rates doubled.
T1is increased the western surplus on the invisibles account
from abouz 3 billion in 1979 to 5-6 billion in 1980 and
1981, a rajor source of the total current account surplus
amounting to 5-6 billions in 1979 and 1980, and estimated

to 10 billion in 1951 according to western data, and 8-9
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billion and 11 billion resp. according to eastern data
/see Econcmic Survey of Europe in 1981, p. 300/.
The total ret debt of the Eurcpecan CHMEA-countries to the
developed market econcmies according to the ECE ‘Secretariat
estimates /See Table 1i/ increased from 65 billion US
dollars in 1979 tco 81 billion at the end of 1981. From
the seven countries unde. review Poland and Romania seem
1&0 be in the most delicate, Bulgaria and Czechoslovakia :

in a relatively easier position but the balance-of-payments
problems are for eéch countrf of primary importance. In -
their industrial policy /see later/ the major targets are
derived at a great extent from the need of

improving their trade balance.

Table 11, Estimated net debt of the European CMEA-countries
to the developed market economies /End of years,

billions of US dollars/

Country 1979 ' 1980 1981
/preliminary/

Bulgaria 3,7 3,2 2,3
Czechoslovakia 3,1 3,5 3,6
GDR 8,1 9,6 11,3

. .. |Hungary 7,3 7,4 7,8

“ "+ lpoland 20,1 22;1 22,4
Romania 6,9 9,1 9,6
USSR 12,1 13,5 19,5
CMEA banks 4,0 4,0 4,2
Total | g5.3 72,4 80,7 .

Source: Economic Survey of Europe in 1981, UN. 1982. p. 311i.




Factors of production and sources of growth

Employment and in particular industrial employment
increased fast in all CHEA-countries untill the beginning
" or the middle of the seventies. According to the unweighted
average figures from the 8.5p§¥o$%ﬁtof industrial output
nearly one third /3 per cent/ coulé be attributed to
.the growth in employment énd two thirds to ine growth in
labour proJuctivity 75.6 per cent p.a./. Industrial
employment in 1971-13975 increased ohly by 2.1 per cent
but a higher growth of labour productivity /see Table 12/
still compensated this deceleration. The increase of
employment in industry 1in 1976-1981 dropped below 1, that
of labtour productivity around 4 per cent, industrial output
g2rew about 5 per cent /seé Table %/. Figures on total
employment and on labour productivity of the total economy
/see Table 13/ show similar trends. That means, the slow-
~-down of economic and industrial growth in these countries
can be explained by the diminishing contribution of the
increase cf employment /labour input/and also - thougﬁ not
in this extent - by the dcceleration of productivity growth.

With variations not significant all countries show this pattern.

The small increase in employment is due tc demographic
factors and to the fact that these countries reached
alreadv in the fifties' and maintain full employment. In
addition the share of industry in total employment also
reached or is near %o its upper limit. This situation is
recognized in these countries as the exhaustion of the
extensive factors of growth and the pressing need for the
better use of the intensive factors, for "intensification".
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Table 12. Rates of ‘growth p.a. /%/ of labour productivity X 4in the economy

Country 1961~ | 1966~ |[1971~ | 1976-
1965 | 1970 | 1975 | 19s0 | 1976 1977 [1978 l1979 1980 | 1981

Bulgaria 7,1 8,3 | 7,7 6,1 | 7,0 1| 7,0 ,5 15,7 5,51 5,9
Czechoslovakia 1,3 5,6 4,6 3,3 3,6 | 3,9 , 6 2,5 | 2,7]-0,4
GDR 4,0 5,0 5,3 3,7 2,9 | 4,5 ,3 | 3,61 4,31 4,4
Hungary 2,4 4, 6,0 4,3 3,8 | 7,9 » 3,3} 1,5 3,0
Poland 4,6. 4,1 8,2 1,9 7,7 | €,0 , -1.5 }-4.5%
“omania 9.2 7.5 l11.1 6.9 9.6 8.1 6.0 3.0 1.8
USSR 6.1 6.8 4.5 3.3 4.7 | - 3 1.4 | 3.2} 2.5
Unweighted average

with Pcland 5. -8 ‘e, 5.6 | 5.7 3.0 | 2.2 .

without Poland 5.0 6.3 .4 4.7 . . 3.8 4.4

®/

National income

generated per active earners.

0¢ -




Table 13. Rates of growth p.ﬁ. /%/ of labour productivity

x/

in industry
Country 1961~ | 1966~ | 1971~ | 1975~ )
1965 1970 | 1975 1980 1976 y 1977 | 1978 11979 | 1980 1981 ’

Bulgaria 6.8 .9 6.7 5.3 .2 4.1 . 2.9 !
Czechoslovakia 3.5 5.4 .0 4.0 .1 .1 3.1 2.0 ;
GDR 5.6 5.7 5.4 1.5 4, 4.0 4.0
Hungary 4.9 3.7 6.3 4.5 l ' 4.6 4.4
Poland 5.1 4.9 7.6 4.3 . .1 . 2.8 0 -10.3
Romania 7.7 7.3 6.4 6.7 . 5.7 | 4.2 2.4
USSR 4.6 5.8 6.0 4.0 2.4 | 2.€ 2.7
Unwveighted

average

with Poland . S. 4.8 .1 5. 3.8 . 1.3

without Poland 5.5 . 6.1 4.7 . .2 .0 3.9 3.0

/ Gross value of output at coinstant prices per employee

N




The deceleration cf the growth in labour productivity
Referring to the Verdoorn-low some

is not so easy to explain.
be attributed to the lower rates of growth

part of it can

of output which again - in order to avoid the viticus circle

of seil-explanation - is tc be correlated with the lower

growth rates -of employment and investments. According to the
data available /see Table 14/ the share of accumulation in

the national income generated compared to 1975 became smaller

in each country. The rates of growth Of.investments /see

Table 15/, ir 1966-1975 compared to the previous five-year

period increased remarkably, according tc the unweighted

average of these countries from 6.4 to 9.5 per cent,

decreased in 1976-1981

significant variations

below 3 peb cent p.a.

by years /the de:rease was particularly

- with

then

marked from the late seventies/ and also by countries.

Table 14. The share of accumulation .in the rational

income generated /%/

Country 1960 | 1970 | 1975 | 1980 | 1981
Bulgaria 27.4 | 20.2 | 32.5 | 24.9 | 26.9
Czechoslovakia 17.7 27.0 29.2 26.2 20.2
GDR 18.0 | 24.2 | 2202 | 22.7 | 22.7
Hungary 20.5 24.9 27.7 23.1 22.2
Poland 24.0 25.1 | 34.1 17.9 9.8
Romania 20.1. | 27.9 | 35.4 . .
‘USSR 26.8 29.5 | 26.6 23.9 23.9
Unweighted averaée

with Poland 23.5 26.8 | 29.9 23.1 20.9

without Poland|24.1 7.1 | 29.3 24.2 23.1
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The share. of the industry in total investments did not

chénge significantly, it amounted to around one third in
about 40 per cent in Bulgaria

Hungary,
and Czechoslovakia,

Poland and the USSR,

51 per cent in Romania,

55 in the GDR.

Nevertheless the overall reduction of investments meant

with the exception of the GDR the share of the fuel and

" less resources available for the industry and an addition

"energyv sectors in the investments in the industry increased

in each codntry./between 1975 and 1981 by 1 to 8 percentage
points to 21-36 per cent/.

Table 15. Rates of growth p.a. /%/ of investments

; }
Country  |1961-| 1966-1971-]1976- - ,
1965' 19701 1975 1980 1975|1877 /197811979)1880| 19¢:
' L] Z e
Bulgaria | 7.9 {12.5 | 8.6 | 4.0 | 0.6114.2] 0.6[-2.2] 7.5/ 10.¢
Czecho- : : .
slovakia 2.0 7.3 8.0 2.8 3.6 2.8; 4.3 1.6] 1.6/-4.¢
GDR 4.8 {10.0 | 4.8 | 3.4 | 7.4 s.6| 2.8] 1.4] 0.3] 2.-
Hungary 5.6 {11.7 | 7.0 | 2.4 |-0.1!13.0}| 5:0| 1.0|-5.8!-6.:
Poland 6.8 | 8.1 |17.5 |-3.0 | 1.0! 3.1] 2.1}|-7.9112.3}-2>."
Romania 11.3 ;11.2 |11.5 | 8.5 .| 8.511.7|16.0}| 4.1| 3.0|-7.(
USSR 6.2 { 7.6 | 7.0 | 3.4 {4.5(3.7] 6.0{ 0.7} 2.3] 3.¢
Unweighted
averags
with Poland
6.4 | 9.8 | 9.2 | 3.1 [3.6]7.7]5.3]-0.2;-0.5[-3.:
without i ,
Poland €.3 {10.0 | 7.7 } 2.6 |3.5]|7.3)5.0{-0.9] 1.3|-0.1

—— p—




The stock of the productive fixed assets in the CMEA-

-countries increased also in the second half of the
the reductidn of

sezventies at a relatively high rate,

investments will be felt only in the coming years. Since

the slow-down of the national income generated started

earlier, capital/output ratios increased,

productivity"” decreased remarkably /see Table 16./

Rates of growth p.a. /%/ of the stcck of the

that means '"capital

Table 16.
productive fixed assets anu of the capital/output
ratio ' »
-
Country 'Stock of the productive | Stock of fixed assets per
. fixed assets at constant unit of national income
' prices | generated
1961-]1966- ;1971-11976- | 1961-1966-|1971-| 1976-
19651 19701} 1975} 1980 1965; 1970] 197S 1980
]
Bulgaria 9.8 | 11.0! 8.9 | 8.1 2.9 ) 2.0 1.0 | 1.9
Czecho- o . }. '
slovakia .6 4,21 5.6 5.7 2.6 1-3.5 0.0 1.9
FDR . 4,915.9 {-5.7 2.5 1-0.3 0.5 1.5
Hungary 5.7 6.6 | 6.7 0.8 i-1.0 | 0.0 3.2
Poland . 5.91 8.1 7.2 i-1.5 0.0 |-1.5 5.9
'Romania . 10.8 11.8 110.3 1.1 3.0 0.1 3.1
USSR 8.1 8.7 7.3 2.9 0.3 2.8 2.9
! [
Unweighted .
average A
with ‘
Poland | 6.9 7.217.9 1 7.3 ' 1.8 | 0.1 | 0.4 2.9
without ' I
Poland 7.1 7.517.9 7.3 I 1.3 0.1 0.7 2.4
i
' '
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Similar trends can be observed in the industry too.
The data éuoted from the "Economic Survey of Europe in
1981" indicate in the second half of the seventies a deiinite
increase in the capital/output ratio in some countries .n
the range of 3-4 per cent per annum /see Table 17/. The-
unweighted average in 1971-1975 was around 0 /as a

cornsequence of small changes with different signs/, in

'1976-1980 including Poland -2.6, calculated without Poland
-2.0.

Th2 lower growtn rates of total factor vs labour
productiviéy are nét-surprising, all calculations of this
type /in the CMEA-countries called often assessment of
the "efficiency of groddction"/ measure according to a smaller

scale but the differences are relatively large. The decelera-

tion of the productivity growth in percentage points are

in both cases approximately in the same range /2-5.per
cent, except Romanta where 0.5 only / but compared to
the lower figures of the total factor productivity this

shows a more marked slow-down.

!,
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Table 17. Productivity indicators in industry

/average annual percentage change/

Country Labour aA Capital p,| Total factor ' ,
productivity | productivity productivity” '
T
1971~ | 1676~ | 1971 |1976- | 1971- | 1976-
1875 1980 | 1976 1980 1975' 1980
Bulgaria 6.2 4.4 -0.6 | -3.6 | ..4.2 2.0
Czecho- i -
slovakia 5.9 3.7 1.1 -1.5 4.5
GDR 6.2 434 0.1 -1.0 4.4 .
Hungary 6.1 4.5 -1.5 -4.3 3.8
Foland 7.3 4.3 1.0 -4.2 5.4
Romania 6.2 .8 -0.3 -0.8 4.3
[JSSR 5.8 2.8 ~1.1 -2.9 3.7 1.1
"IUnweighted ‘I
average
with
Poland 6.2 4,3 -0.2 -2.6 4.3 2.2
without
" Poland 6.1 4.3 0.2 -2.0 4.2 2.3

suves  Econemic Survey of Europe in 1981 /UN, 1982/, p. 221.

35 vaiue of output per employee, b/ Gross value of

) L . per unit of the value of fixed assets at constant

s B L .ces, ¢/ Weighted average of the growth rates oflabour

. and capital productivity with weights 0.7 and 0.3 resp.

[ J ’ ’ '
Illustrated by the unweighted average figures, these indicec.e
in labour productivity a one third loss in the growth rates
/6.2 - 4.3/, in total factor productivity its half /4.3 - 2.2/.
Looking from this angle labour + capital are the extensive

factors of growth, the increase of total factor productivity
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is the intensive factor. Compared to the analysis of labour
input and labour preoductivity only, in this more
comprehensive assessment the share of growth attributed to
the extensive factors appears to be higher, the need for

increasing the role of the intensive facicrs even more

pressing. .

A number of factors contributed to this declihe of
capital producitivity and notable slow-down of total
factor productivity in the industry, among others the need
to substitute scarce labour by fixed assets, environmental
protection expenditures, under-utilization of existing
capacities, the increasing share of the cépital intensive
energy sector. The substantially lower rates of growth of
industrial investmeﬂts in 1981-1985 vwill force enterprises
to use their capacities more .efficiently and if a lasting
slow-down of growth can be avoided these trends can be
reversed at least partially.

There are not adequate global indicators to measure
the relative level of and the changes in the per unit use
of energy and.materials. Since these ccuntiries with'the
éxqeption of the Soviet Union are very dependent on imported
energy and raw materials and the relative price increases
of these commodities have significant impact on their
balance-of-payments, they are making efforts to reduce
the material intensityof their production. The ratio of the
gross and net value of outpdt, resp. of their growth rates
can be considered as a rough indicator of these efforts.
A comparison of the annual growth rates of the national
income generated in industry /see Table 4/ and those of the
gross value of industrial output /see Table 5/ hinté to some
improvements but the reservations concerning the comparability
of these figures ard the many other factors influencing these
growth rates /e.g. the structureal changes/ do not allow to

make definite conclusions.




Chanocs in the pattern of preduction and trade

The UN value added weights by ISIC divisions and
btranches for 1963 and 1975 /pubiished in the Hountnly
Bulletin of Statistics/ show more or less similar changes

“in the CHEA-countries as in the developed market econom;es.
The share of mining both in “he centrally planned and the
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 CHEA 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 clofhing in the
CMEA-countries /9.2-11.4/, its decrease in the other
group /9.0-7.2/; , .

_ decrease in the share of the food and wood industries
2 . in the CMEA-countries /17.7-14.7/, no changes in the
other grcup; . '

in the CMEA-countries greater increase of the
chemicals /7.6-9.7 vs. 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.

The changes between 1975 and 1981 show some marked

dissimilarities compared to 1963-1975 and some reversed
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trends /see Table 18/. These should be looked at against
a background of the grewth of industrial output in this
peried in the CHEA-countries by 35 and in the developed
market economies and in the developing countries by 23
per ccﬁt. The share of manufacturing and of electricity,

gas and water in the develcoping countries remarkatly

-increased in harmony wi i, their industrialization targets,

"at the cost of mining. The changes in these aggregates in

the other two groups of countries were not significant 4
except the contracting share of mining in the CMEA-countries
/in particular in coal and metal mining/ and the increasing '
share oi crude petroleum and natural gas in the developed
market economies.

Within the manufacturing sector in all gfoups the
share of the heavy manufacture somevhat increased like
in tne previous periods.-In 1976-.1981 in the CMEA-countries
the share of metal products unvariably increased /now more
than in the other two groups bf countries/ but the share
of chemicals declined /while in the other two groups

continuved to grow/. All other branches of the

manufacturing sector in the CHMEA-group showed a below

.

average rate of growth.
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Table 18. Relative grcowthcoefficients by ISIC divisions and
branches, 1876-1981"

Division, bhranch Vorld! CilEA- Develcped|Develoning
coun- market countries

J tries ecoromies

jiining - 0.92 0.86 1.04 - 0.88
Manufacturing | 1.01{1.02 1.00 1.08

Light manufacturing | 0.96 |0.95 0.94 1.05

Heavy manufacturing 1.04 }1.06 1.03 ~1.10
Electricity, gas and §

water | 1.0310.96 - 1.01 i 1.34
Coal 0.86 {0.76 | C.90 1.15
Crude petroleum and |

natur.l gas a 0.93 1 0.95 1.23 0.87
Metal mining 0.82 0.73 0.81 | 0.92
Food, bcverages,

tobacco 0.97 ] 0.88 0.96 1.18
Textiles 0.87 }10.88 0.85 0.88

Wearing apparel,
leather and foot-
vear 0.88 {(G.95 0.80 0.96

Wood products,
furniture 0.90 10.90 0.89 1.08

Paper, printing,
publishing 1.0C [0.88 1.02 1.11

Chemicals, petroleum,
coal and rubber

products *.04 10.96 1.06 1.09
Non-metallic mineral '
products 0.96 |0.92 0.95 1.09
Basic metals 0.93 |10.88 0.91 1.22
Metal products 1.08 |1.15 1,05 1.06
§
Industry 1.00 [1.00 | 1.00 1.00

e,

Source: Monthly Bulletin of Statistics, UIl July 1982.
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Vis-3-vis ‘the developcd market economies in the CHMEA-
—-countries further significant differences are the decrease
of the share in paper, printing, publishing, the larger

decrease of food, beverages, tobacco, and the smaller

. decrcase of wearing apparel, leather and footwear. The

major divergences vis-a-vis the developing ccuntries can
be characterized by the fact that except textiles and cloth-
ing industry the share of all other branches of the manufactur-

ing sector increased, in partial basic metals and food,

beverages and tobacco.

The value added weights for different regions used to the

calculation of production index. numbers, elaborated by the

UN Statistiral Office, can be considered as measures of the
shares of ISIC divigions and branches. The last weights
had been derived from the data of the year 1975. If we
adjust these weights by the relative growth rates of Table
18 we get a new set of weights for 1981 calculated at the
prices of 1975. Comparing these two sets of figures /See
Table 19/ both the changes in these weights and the
structural pattern of the industry can be compared by the
three groups of countries. The most remarkable differences
of the CMEA-countries can be listed as follows, vis-a-vis
the developed market economies .

a higher share of mining manufgcturing, heavy.hanufacturing;

:yg,coal crude petroleum and natural gas; textiles, clothing,

non-metallic mineral products, metal products;
a lower share of electricity, gas and water; wood precducts,

furniture} paper, printing, publishing; chemicals.

The great differences vis—é-ﬁié the develcping countries
emerge

as a higher share of manufacturing, in particular heavy
manufacturing; coal mining; clothing, wood products, non-
-metallic mineral products,. basic metals and in particular

metal products, and

as a lower share of mining /other than coal/; electricity,

~gas, and water; food, beverages, tobacco; paper, printing,

publishing; and chemicals.
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Table 19. The share of the ISIC divisions and branches
based on the value added weights of the UN
statistics and their adjustrment in 1975 .and 1981.
Division, branch World | CHMEA-coun- Developcdl Developing:
’ tries market | economies
ecencnmiies! ) !
-1975[1981] 1975|1981 | 197511981 1975]1981
Mining 13.1]12.0{ 10.4{ 9.1 6.25 6.4, 44.5{41.3
Manufacturing - 81.1/82.0{86.9/88.6| 86.2185.9: 51.8/54.2
. i !
Light manufacturing J ! |
28f8 27.5130.9 29.4 29.3|28.4: 23.4:24.8 -
Heavy manufactur- ' : : ! §
ing '52.3;{54.5/56.0}592.2 56.9357.5; 28.4:'29.4
1
Electricity, gas , ! i ;
and vater 5.8} 6.0 2.7! 2.3 7.6! 7.7} 3.7, 4.5 i
. l ' i .
Total 100.01100.0]100.01100.0,10¢.0100.0{100.0;100.0 |
Coal 1.8| 1.6] 3.0 2.31 1.6i 1.4, 0.4 o.s
i !
Crude petroleum i ! g
and natural . 1 i
gas 8.9| 8.3f 4.5 4.3 2.7. 3.3 40.7137.1
Metal mining | 1.1l 0.8 0.7 9’ 0.7] 2.1 2.2
Food, beverages, : l : f
tobacco 10.8!10.5/11.9,10.4 | 10 6:10.1 10.3(11.8
Textiles 4.5| 3.9{ 5.7 5.0 3.8‘ 3.2 s5.2| 4.6
Wearing apparel, \ )
leather and .
footwear 3.8] 3.4} 5.7} 5.4 3.4} 2.7 2.61 2.5
Wood products,
furniture 3.0 2.7} 2.8 2.5 3.4} 3.0 1.71 1.8
Paper, printing, . |
publishing 5.0 5,01 1.7} 1.5 7.0 7.1 2.3 2.5
I
Chemicals, petroleum, 1
coal and rubber ,
products | 11.7412.2) 9.71 9.3} 12.7}13.5, 11.4]12.4
Non-metallic mineral
products 4.01.3.9] 5.7 5.2 3.6, 3.4 2.71 2.9
Basic metals 6.2 5.7 7.1]1 6.2 6.6] 6.0 3.3| 4.0
}Metal products 30.5 {33.0{34.5 [39.5 33.7:35.4| 11.412.1

Source: Monthly Bulletin of Statistice, UHN,

November 1979. pp.

XIV-XIX. adjusted according tc the figures of Table 18.




Based on the data available the changes in the pattcrn

-of production in the individual CriEA-countries can be

studied by two approaches: i/ on the basis of the chahges

in the stares of the branches /at current prices/ and

ii/ on the basis of the relative growth rates of the
" branches /calculated at constant prices/. In the first case ¢
changes both in volumes and relative prices, in the second
case only changes in volumes will be taken into account.
First the percentage shares of branches in 1970 and 1981

are presented in Tabie 20 and a rough overview of the
charges in Table 21 /according to the CHEA branch classifica-

tion/.

Table 21. An overview of the major changes in the shares

of branches between 1970 and 1981

Branch Bulgéria Checho- |{GDR 'Hungary;Poland;Romania:USSR|
slovakia [

Electricity ++ ' + + - !
Fuel ++ - - - - ++ -
Iron and steel + - + -- - - .
Non-iron metals ‘. + .
Engineering

indusctries + + + + ++ ++ ++
Chemicals + + ++ +
Building

materials + . - - -

" |Wood., ' .- - -
Paper + -
Glass N ' + - +
’Textiles - - - -
Clothing - - - + -
Leather and shoe .- - - + -
;Printing
Food - - - - ~e -
liote: + indicates increase, ++ significant increase, - decrease,

-- significant increase in the share of the branch.




Table 20. Percentege shares of industrial branches, 1970 /A/ and 198l /B/

Czecho- '

Bulgaria slovakia GDR Hungary Poland . Romania - UGER ;

Branch - :
1870 | 1981 | 1970 1981 | 1970 | 1981 | 1970} 1981|1970 1981] 1970 | 1981 | 1870 | 1221 2

Electricity 2,6 411 12,8 3,2 6,9 6,9 5,1 {.5,8 |2,7 2,9 3,2 | 2,6 2,2 2,0
Fuel 4,7 9,9 7,4 6,9 9,4 8,3 8,6 7,3 18,7 6,6 5,1 | 8,4 |6,8 5.9
Iron and steel z,2 4,5 14,3 8,2 5,9 6,3 8,1 £,8 7,9 5,71 8,517,6 . .
Non-iron metals . . 2,3 2,4 13,1 3,2 | 3,4 3,3 |3,1 2,1 3,3 | 4,1 . .
Engineering industriespPo,l 22,7 |29,8 |31,2 pR6,7 pB1,2 28,9 30,6 (22,5 Po,8 (25,1 | 30,6 |2%2,2 | 27,S
Chemicals 745 8,3 | 7,0 8,5 fl,o0 1,3 9,113,4 2,1 8,9 |lo,4 [lo,1 €,6 7,8
Building materials 3,8 4,9 3,4 3,6 2,3 1,9 2,21 1,9 3,6 2,6 3,6 3,6 4,2 2,7
Wood 3,6 3,3 | 4,2 4,2 2,7 2,5 2,71 2,9 4,5 32,6 | 6,5 4,1 4.3 Z,u
Paper l,0 1,6 | 1,8 1,8 1,7 1,7 0,71 0,7 | 1,5 1,1 1,41 1,2 c,8 0,7
Glass 0,9 l,0 1,5 1,4 1,0 1,0 0,91 1,3 0,7 1,1 0,5 0,8 o, 4 0,5
Textiles 9,2 5,1 5,1 5,0 6,7 5,7 S,4 | 4,4 | 8,2 6,8 7,2 7,5 | lo,0 a,7
Clothing 4,8 1,8 4,9 1,7 2,1 1,7 2,81 2,4 | 3,1 32,5 | 4,2 3,6 | &,7 1 4,4
Leather and shoe 1,9 | 1,2 (2,5 | 2,4 |1,7 1,7 2,011,5 | 2,2 2,2 | 2,1 2,1 1,9 1,7
Printing 0,2 0,5 0,7 0,7 0,9 0,6 0,91 1,1 0,4 0,4 0,3 0,5 . .
Food £5,4 |122,5 15,9 (13,8 15,7 {13,3 (16,3 14,6 (20,6 17,9117,% {11,2 | 20,9 | 18,0
Industry loo,0}|lo00,0 Lloo,cll00,0 | lo0,0|l00,0{lo0,0l00,0 |loo,0 | loo,qloo,0| loo,0]| loc,0 Yoo,0
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The most characteristic fcatures of these changes are
the increase of the .shares of the enginecering industries in
all and of the chemicals in most countries and thec decrease
of the share of textiles, clothing, leather and %hoe and
food industries in most countries. The major dissimilarities
in the pattern of production measured by the shares of

the different branches at national prices compared to the

-unweighted average of the shares can be seen in Table 22.

These deviations may be attributed to a not negligible

extent to the differences in relatiye national prices and

also in industrial organization /since these figures are

calculated from the gross value of output of the enterprises/,
therefore the dissimilarities indicated in Table 22 in some
cases can, in other:cases cannot be explained by more
substantial, economic factors like differences in level

of development, specialization, foreign trade.




‘fable 23. Annual growth rates /%/ by branches, 1966-1975 /A/ and 1976-1980 /B/
in the state-~owned and cooperative industry

|
Branch Bulgaria 12:3&?2- GDR Hungary Poland Romania USSR
A B Al B A B A | B |a B Al B A oB
Electricity 0.8 | 8,7 | 6,7| #,8{ 5,559 7,9 59| 6,8 5,8113,2 4,6 | 8,1| 5,0
Fuel 11,9 2,4 4,1 2,7 4,7 342 5,2 2,1 6,3 2,4 5,71 4,2 5,5 2,53
Iron and steel 15,2 | 7,3 | 4,9 2,7 | 5,61 3.8 4,4} 1,0| 6,6 3,2p1, 8/8,9| 5,9 2,3
Non-iron metals . . 72,61 3,117,721 4s,21{ 7,0\ 2,9|12,6| 3,6 2,7 | 5,8 .
Ingineering industries|l15,1 9,2 8,9 6,7 7,4 7,0 7,8 3,2 (13,4 7,0 L7, oll2,7 11,6 8,2
Chemicals 16,2 { 9,7 | 9,9{ 5,8 { 7,7 | 4,9 | 11,5{ 7,8 {12,6 | 4,3 15,8 [ 9,6 | 11,1| 5,5
Building materials 9,7 | 7,5 | 6,8] 4,3 | 6,4 | 2,3 3,71 3,0 7,5| 1,2 Q1,6 (12,8 | 7,7{ 1.8
Yood 5,3 |31 | 51| 5,27 | 6,6 | 5,2 ] 5,5| 4,4| 8,2| 4,8!6,5 16,2 | 5,0/ 1,z
Paper 13,6 | 4,2 | 6,2| 4,3 | 5,5 | 4,5 | 8,4|4,2| 5,9| 1,7|11,9| 7,3 7,91 2,2
Glass 0,8 | 6,5 | 5,6| 5,2 | 5,6 | 5,4 | 9,2| 7,0|10,2| 9,9|1%3,5|9,6 | 1¢,7| 6,5
Textiles 8,0 5,0 5,4 5,5 { 4,8 3,9 3,0 2,2 745 3,0 {11,711 10,71 6,0 2,7
Clothing lo,5 | 2,8 5,3 3,4 | &,7 | 2,8 5,21 2,5 (10,2} 3,7 {15,0] 8,5| 8,4 5,c
ILeather and shoe 8,3 2,1 6,0 3,3 6,1 4,7 5,0 |~2,0 7,1 4,2 9,41 9,0 53 2,3
Printing 8,0 (10,6 | 7,9 4,0 | 4,4 | 2,4 | 8,6|6,3| 7,4| 6,9| 4,5| 5,8 . .
Foad 6,0 | 2,8 | 4,4l 2,7 | 4,7 | 2,7 | 5,9{ 3,4 59| 2,4| 7,0| 6,0| 5,6/ 1,5
Industry lo,0 l 6,0 6,7 4,6 | 6,5 5,0 6,41 3441 9,5 4,6 112,5| 9,5 8,0 u,a}
Y



Table 22. The major dissimilarities in the pattern of
production in 1981 /measurcd by the shares of

tne branches at national prices/

| Branch Bulgaria*Checho— GDR |Hungary |Poland |Romania USSR
slovakia - ’
Electricity - + + - - -
Fuel + - + - + -
Iron and steel - + _ - - + .
Non-iron metalé . ) -. +
Engineering
industries - + + + + + -
Cheniicals - - + ++ - ‘¢ +
Building )
materials + . + -- -- - + +
Wood T+ - - + 1
Paper + + - 4
Glass + ) -
Textiles - - - - + + +4
Clothing - - - + + +
Leather and
shoe - + +
Printing + - .
Food ’ . ++ - - - + - +
Note: + indicates higher, ++ remarkably higher, - smaller,
-- remarkably smaller share than the unweighted average.
One may assume that the lower share of the engineering
industry and the higher share of textiles, clothing and food
industries in the Soviet Union is due to a greet exten: to

the specific Soviet price structure. The relatively high 1
share of the food industry in Bulgaria seems to be in

harmony with the development of the agriculture in this

country while the lower share of this branch in Hungary




besides the impact of the relative prices possibly can

be explained by the fact the development of food procéssing
is somewhat lagging behind the well known achievments in
its agriculture. The chemical industry has the highcst

. share in Hungary in spite of the lack of indigenous raw
materials which can be‘attributcd probably to the high
demand for chemicals in agricul ture and to the importance
bk the phérmaceutical industry. The relatively high share
of leather and glass industries in Chechoslovakia is a

reflection of ldng traditions.

In the intra-CMEA trade the Soviet Union is the main
supplier of.fuels and raw.materials which will be
compensated mainly by food, chemicals and machinery
deliveries /see Tabfe 24/. Apart from this, intra-branch
specialization is the predominant feature within the
European CMEA-countries. Specialization is most advanced in the
engineering industries, more by products then by sdb—branches.
Al together about 10.000 products of the engineering industry
will be delivered accounting to bilateral or multilateral
agreements but the specialization and co-operation in the
production of parts and components still is feltT not

sufficient.

In Table 23 the comparative annual growth rates by

branches and by countries are presented for the periods

' 1966-1975 and 1976-1980. The ranking order of the countries

according to the overall slow-down of industrial growth

is as follows:t




' by the absolute by the relative
decrease of the growth rate of the industrial output

GDR /-1.5/ . GDR /-23 %/

Czechoslovakia ' ,
/[-2.1/ - Romania /-24 %/

Romania Czechoslovakia /-31 %/

Hungary . /-3.0/ Bulgaria /-40 %/

USSR /-3.6/ : USSR /-45 %/

Bulgaria /-4.G/ Hungary /-47 %/

Poland /-4.9/ _ Poland /-52 %/

From the 102 pairs of branch growth rates in Table 23
only 6 show an increase from 1966-1975 to 1976-1980 /not
concentrated in special branches/ and 96 indicate decrease.
Looking at the several branches - comparing their growth
rates tou the average industrial growth in the two periods
under review - engineering industry and chemicals
remained "growth industries" with a few exceptions: in

1976-1980 in the engineering industry the growth rate was

below average in Hungary, in the chemicals in the GDR and
"Hungary. In textiles, leather and shoe and food industries
the growth rates were below average - except Romania in
textiles, Hungary in food. Though the variations ir the
. relative branch rates »f growth are not negligible, a more

e "7 or less similar pattern can be observed in most other
branches as well. Beside the branches mentioned alrezady
at least 5 of the 7 countries show an above-average growth
in 1676-1980 in electricity and glass, a below-average
growth in fuel, iron and steel, non-iron metals, building

materials and paper.
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Table 24. The share of intra-CiHEA trade by commodity

groups, 1978 /in percentages/.

Commodity group From total exports|{From total imports
intra- | of which: |intra- | of which:
trade to USSR trade from USSR

Food 45.6 25.5 23.7 2.2

Crude materials 45.3 .8 44 .2 35.2

Mineral fuels 43.1 2.4 79.6 67.7

Chemicals $3.3 25.3 38.9 6.7

Machinery 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: Monthly Bulletion of Statistics UN,
July 1980, pp. XXIV.-XXXIX.

These changes reflect both general trends and some

specific characteristics of the development and trade of

fhese countries. Tables 24 and 25 may elucidate the

commodity composition of the European CMEA-countries’ trade

in the year 1978. Vis-a-vis the developed market economies

they had a substantial surplus in mineral fuels and crude
materials which had beeri used predominantly to import

machinery and transport equipment. Vis-a-vis the developing
countries they had surplus just in this latter commodity
group and in the "other items not specified" and this had
The role of the

been used first of all for food import.
intra-CMEA trade by the same commodity groups can be seen
shows also tne special assymetric

from Table 24 and this
position of the USSR within this region.




Table 25. The commodity composition of the CMEA trade
with the decveloped market economies and the

developing countries, 1978 /in percentages/

Commodity Developed market economies{Developing countries
gr‘OU.p i
Exportis | Inports|Difference| Exports jImports} Diffe
_ ence
Food 8.3 - | 12.4 -4.1 7.7 53.9 |-46.2
Crude materials|12.5 6.5 6.0 3.5 16.7 | -13.C
Mineral fuels 38.1 1.0 37.1 8.5 19.0 -10.5
Chemicals 5.0 12.2 ~7.2 4.5 1.2 3.3
Machinery and '
transport ]
equipment 10.7 36.8 -26.1 29.1 0.1 29.0
Other
manufactured .
goods 23.4 30.3 ~-7.1 10.8 8.0 1.8
Other items
not _
specified 2.0 0.8 1.2 35.7 0.1 35.6

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

Due to the great differences in the increase of the
. exports and imports by commodity groups /see Table 26/ the
: pattern of foreign trade changed though not basically but
remarkably both in the Soviet Union and in the other 6 countries
of the region. According to our data on the volume of trade,
in the Soviet exports to the socialist countries fuels and
energy /and also machinrery and equipment/ have a higher, raw
materials and semi-finished products a lower share, while
in the exports to the market economies the share of fuels

and energy continued to grow from 40 to 44 per cent and the




Table 26.- Rates of growth p.a. /%/ of the volume of
foreign trade in 1976-1980.

t

| i ] v T
Country and Machinery |Fuels | Raw Foods-|Consumer| Un-
commodity group and and - |materials| tuffs|goods specifi-
equipment lenergy| and semi- ed
finished
products
Eastern Europe
Exports to
socialist
countries £.8 <7.0 1.3 4.3 5.2 -
market :
economies 9.1 -0.1 6.1 3.1 10.0 -
Imports from
socialist
countries 2.9 2.1 3.0 -0.3 3.2 -
market
economies -0.7 10.1 1.1 6.5 7.4 -
Soviet Union
Exports_to
socialist
countries 5.4 8.0 0.2 -10.6 4,2 3.1
market
economies 5.1 7.5 3.4 -6.4 9.2 3.6
Imports from
-] socialist :
B countries 5.7 -12.7 3.7 1.6 2.3 7.0
market
economies -0.3 -5.1 5.1 10.1 6.7 9.7

Source: Economic Survey of Europe in 1981. UN, 1982. p. 288.
Note: Eastern Europe denotes the European CMEA-

countries without the Soviet Union.




Table 27.

The commoditly structure of the forcign-trade

in 1975 and 1980 /percentage shares at the
prices of 1975/.

Total

Countiry and Machinery:Fuels iRéw Foods-iConsumer‘Un-
commodity and and materials| tuffs]goods. specifi-
group equipmentjenergy}and seni- ed
finished
products
Eastern Europe
Exports to
socialist '
countries 50-54 7-4 17-15 11 15-16 - ''100
market -
econonies 19-22 18-13 17-28 19-16] 17-21 -
Imports from
socialist .
countries 37 21 28 7-6 7-8 - 100
market
economics 29-24 8-12 46-42 12-15% 5-7 - 100
Soviet Union
Exports to
socialist
countries 24-26 26-32 31-26 5-3 3 11-10 100
market :
economies 11 40-44 19-18 3-2 3 24-22 100
Imports from
socialist
countries 39-43 3-1 11 21-19 | 19-18 7-8 100
market
economies 29-22 5-3 31-32 25-32 6 4-5 100
Source and Note: see Table 26.

"Unspecified" item has invariably a high share /22 per cent,

see Table 27/.

In the Soviet imports the share of machinery

and equipment from the other soclalist countries increased,

from the market economies decreacsed

and in this relation the




share of the import of foodstuffs yrew from 25 to 32 per
cent. )

. The shares of the exports and irports by commoditly
grours and by countries show sorme remarkable changes
betwecen 1975 and 1980 first of 211 in two commoéity groups
/see Table 28/. Concerning the group machinery and equipment

Romania transformed its negative trade balance to a small

.surplus, Bulgaria its small "deficit", Poland its smalil

surplus to a larger surplus. The exports tc the developed
market economies in this commodity group were nct
significant, besides the intra-CHEA trade the exports to
the developing countries had a greater role. The imports
from the developed market economies after years of
increase contracted in particular in Poland and also in
the Soviet Union connected with the slowing of investment
growth afte. 1978. In the commodity group fuels, minerals,
metals the USSR’s surplus substantially increased, the ,
net import in the other countries increased, except Hungary
/primarily evoiding the increase of the imports/. The
next commodity group /including raw materials, semi-finished
products and foodstuffs/ is to compliex for a simple
interpretation, and in the remaining two groups no
significant changes can be observed. Data of Table 27
indicate a rapid rise in the volume of foodstuffs imports
irom outside the region, largely imports of fodder grains
necessitated by a succession of several poor harvests.
The Soviet Union in 1980 had to largest net import vis-a-vis
the market economies in foodstuffs /30 per cent/ and the
largest positive balance in fuels /41 per cent/.

In 1981 in the Soviet Union the volume of exports
decreased by 3 per cent /mainly due to the weak fuel market/,
the volume of imports increased by 10 per cent; the value

data show a 4 resp. 7 per cent increase, .,4 still favourable

changes in the terms-of-trade. In its trade balance the surplus
vis-&-vis the market economies disapreared: its trade balance




us

Table 28. The sharc of the exports and imports by commodity
groups and oy countries in 1775 and 1S€0.

R i e N ) D R
equipment | metals products, foods
foodstuffs products

Bulegaria _ ’
Exports 40,7-44 .4 | 7,8-15,0 |33,8-24.4 10,3-8,8 6,7- 6,2
Imports  |41,4-35,4 B3,5-42,9 [12,7~ 9,7 5,1-4.4| 6,3~ 7,0
Difference|-0,7/9,0 25,7/-278{21,1/14,7 5,2/4,4 0,4/-C,8
CzechcZaraka

Exports 48,0-50,3 | 19,3-17,2| 7,2-8,6 18,2-15,9 7,3~ 8,0
Imports 36,1-%6,6 | 27,8-31,7|17,4~16,1 ?7,7- 5,9 11,0- 9,7
Difference|12,1/13,7 |- 8,5/A4,5|-10,2/-7,5 10,5/10,d =3,7/4-1,7
GDR N J

Exports 50,7-51,% { 12,1-14,8] 9,1- 6,4 15,6-14,8 12,5-12,7
Imports  |30,8-30,8 | 30,5-36,7| 22,6-18,9 5,6- 5,4 10,5~ 8,6
Difference [19,9/20,5 }18,4/~218-13,5/-12,5 10,0/9,8 2,0/ 4,1
Bungery . _ ' :
Exports 37,0-32,2 | 11,9-14,4| 25,2-26,1 20,1-17,4 5;5 - 9,9
Imports 32,2-30,7 | 27,3%-27,0] 19,0-18,6 7,1- 7,7 14,4-16,0
Difference| 5,0/-1,5 F15,4/22,6| 6,2/ 7,5 13,0/9,7| -8,9/-6,1
Poland - | ‘

Exports 39,1-44,4 1 29,1-25,5| 11,5- 9,9 14,6-15,73 5.7 - 4,9
Imports 37,4-32,7 | 30,0-31,1{ 17,8-20,9 5,3-6,4 g9,5- 3,9
Difference|l7/ 11,3 }0,9/-5,6 |- 6,3/-11,0 9,3/ 8,9 -3,8/-4,0
Romania ) v

Exports 25,3-26,2 | 22,3-29,5| 22,6-16,6 16,1-15,9 13,7-12,2
Imports 24,7-24,6 | 38,2-50,3| 15,6-14,7 3,8- 3, 7,7- 7,4
Difference [-9,4/1,6 |15,9/20,8| 7,0/1,9 12,%/12,9 6,0/4,8
Exports 18,7-15,8 | 48,3-57,2| 14,1-8,3 3,1-2,51 15,8-16,2
Imports 33,9-33%,9 1 15,9-14,1| 29,1-30,4 12,9-12,1 8,2 - 9,5
Difference |-24,8/22,1] 32,4/43,1|-15,0/-22,1 -9,8/-9,6 | ?,6/7,3




the 1.2 billion US dollars deficit vis-a-vig the devecloped
market economies had been just compensated by a surplus
of the same magnitude vis-a-vis the developing countries
and the large surplus /6.2 billion/ originated in the
essentially rouble-dominated trade with the socialist
coUntries. For the coming next years the terms-of~trad¢'
movements in the convertible-currency trade most probably
will not be as favourable as they have been in the previous
years and a substantial Soviet import expansion in volume
terms cannot be-expected.

In the other 6 countries in 1981 both the volume
of exports and imports decreased, by 2; resp. 6 per cent.
Import expension was in all cases held below export growth
in order to improve-the trade balance, to hold down or
reverse the growth éf external dept. Poland shows the'
most remarkable absolute contraction /in value terms 22
resp. 20 per cent/, without Pcland these countries would
have produced a small increase in exports. The trade
balance of the 6 countries in 1981 is estimated with the
market economies 1 billion, in the intra-trade 2.2 billion
deficit, in the first relation and in total 1less, in the
intra-trade more than in the previous years. The changes
in the terins-of-trade vis-a-vis the market economies
remained neutral, those vis-&4-vis the Soviet Union deteriorat-

ing. These will necessitate further steps in structural

~

adjustment.

o 4




" growth, /ii/ shoricomings in the system of eccnemic )

.Specific situation znd also on the points ¢f view how they

TrnAdnnect»rial rmalininc
LG rTIar nlll1Clne

The slow-down of economic fand industrial/ growth in
the CliEA-countries will be attributed mainly to three

facters: /i/ the exhaustion of the extensive factors of

guidance and /iii/ unfavourable changes in the external
econcemic relations. These factors appear and will be judged

differently in the several countries depending on their

evaluate the determinants of their situation. Industrial
policy will be formulated seldom explicitly as a boundle
¢f goals, means, measures but the mediuﬁ-férm plans set
targets and programmes for implementation at the present

time predominantly on the three lines menticned above.

The distiction between intensive anrd extensive factors
is based on the well-known gfowth equatiens where the output
is the product of the two group of factors: /i/ the volume
of irputs /or resources/ and /ii/ the output per unit ‘
of inputs that means the efficiency of the use of the inputs
/or resources/. Consequently, the extensive factors are labour
input /measured by the number of active earners, employees,
er man-hours/, capital input /according to the stock concept
or to the flow concept, i.e. investments/, the quantity of
energy and materials used. The intensive facters will be
cuantified by productivity or efficiency irdicators but
include a large number of factors resisting separate quantifica-
tion as’'e.g. management, motivation, economic policy, politics,
etc.

In the CMEA-countries plans and other documents often
distinguish the extensive and the intensive stage of growth.

The demarcation of these two stages 1s based on the relative
role of the changes in employment and labour productivity




a0

- w8 -

measured usually by their percentage contribution to the
aggregatq'growth. There are not precise rules, however,

what is the minimum share of the contribution of the increase
of employment /in the industry or in the economy as a whele/
where the end of the extensive stage can or should be
stated. Since the.growth of capital productivity and the
productivity in the use of energy and materials in most
.cases is relatively small compared to the increase of the
'Qolume of these.two factors of production /except the

case of a very low rate of growth/ - the differentiation
between intensive and extensive stages from these angle is
less convincing. Thi% does not mean, however, that the
shortage of capital, energy, material, the increase of

their relative prices weuld not necessitate additional
efforts in order to promote higher efficiency in their

use. )

Actually all CMEA-countries experience a decrease of
the centribution of employment to the growth of industrial
output and this can be compensated only by a higher irncrease
in l=2bcur productivity. This is one of the major targets
in their industrial devélopment plans, needed also for
fhe conpetitiveness of the products independently from
the situation whether vacant jobs are waiting or not for
the now redundant manpower. Full employment is hnvariably
a basic goal of economic policy in these countries and in
a period of slow growth the harmonization of these two
goals is a very difficult task.

The maintenance of the achieved full employment situation
by an increasing productivity necessitates more rapid
structural adjustment and greater mobility of resources
/including labor resources/ - and these are indeed basic
tergets in industrial development in these countries.




Labour productivity will be conceived and handled
now in a broader interpretation than up till now. The
most often used indicator - gross value of output per
employee or man-hour - is judged as too narrow, since
the gross value data and this ratio do not reflect changes
in "embodied labour inputs", capital, energy, materials
used. Therefore other, more comprehensive indicators will
be recommended, as value . added, net value of putput, total
factor productivity /complex efficiency/ etc.fThis should le:
not only to a renewal of measurement but also(to a reoriehta-
tion as far as the factofs of productivity increase are
concerned: beside the substitution of-labour by capital
more emphasis will be laid on the not capital-intensive
me thods. ’

In the manufacturing industry all CMEA-countries face
a shortage of capital due partly to the same, partly to differ
ing'circumstances. A common factor is th%linfrastructure in a
period of slower growth when total accumulation declines.

In countries with substantial debt ser—*~e burden part

of the national income generated must be used for this purpose
which again reduces thé resources available for the
'investments in manufacturing. All these led to programme,
“aiming at better use of existing capacities and particular
attention to appropriate project evaluation and implementa-
tion. | '

All CHEA-countries have programes for substantial
sévings in the use of energy and materials. These are ‘
"motivated by the increase of relative prices of these factors
of production and necessitated by constraints of the
available quantities. These constraints come either from
the limits of increasing domestic production or by the
limits of increasing imports. The second component is not
valid for the Soviet Union but the first one is: the

&bneed for investments in the fuel and .

' energy sector and in the
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unfavourable gcographic distribution of its huge natural
resources involves higher costs both of exploitation
and transportation.

When the CHMEA-countries emphasize the need for
intensification, this means now a package of programs
and measures aiming at a better utilization of all factors
_of productiun. The major means to achieve these goals
are faster technical progress, improvement of planning,
managemént and organization both at the macro- and micro
lJevel and in the 6 "Eastern European countries" better
structural adjustment /i.e. this is less relevant for such
a large coﬁntry as the Soviet Union, vhere instead of that
the problems of regional development are of utmost importance/.

The CMEA-c¢ountries, first of all the USSR, have a
huge potential for research and devélopment. They have a
large network of academic and industrial research
institutes, the share of the highly qualified manpower
in the population is'0ufstanding at international
standards. These cougtries'utilize the possibilities of
éentral planning for launching big projects with the
Eoncentration of intellectual and material resources. They
are strong in fundamental research but they recognized
that less efficient in the rapid application and dissemina-
tion of the research findings; their recent efforts are

aiming now at strengthening these innovative activities.

Innovation and diffusion of new technologies require
also improvements in management and organization., From the
mid-sixties all CMEA-countries implemented many programmes
and projects in this field. Networks of management train-
ing centres, institutes and enterprises for consul tancy
in management and organization had been established.
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Computers found wide application in enterprises, research
laboratories, in design, planning and control. At the same
time it has been recegnized that in order to increase

the cfficiency of the management of the enterprlses 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 have plans for improving their

system of economic guidance but it is different how far

they identify shortcomings in this system as a source

of the slow-down of growth and what significance they

attribute to the improvements foreseen. In general it is
recognized that the traditional system of central planning
and management at the higher level of development and

with the greater internationalization and interdependence
in the world economy should be up-dated. For instance, - <
macroeconomic plans are unvariably considered as basic
policy documencs for dete}mining and §guiding the major
stream of socio-econcmic development bﬁE certain elements
of flexibiiity are allowed for the optimalization of

solutions under changing circumstannes not foreseen at

the time of elatorating the plan. Time horizons, modifica-

tions of the original targets, micro-economic plans are
dealt with less rigidly. There is a tendency to give
more freedom for action and initiatives for the
enterprises which will be limited, however, in c@ses
when pressing supply and balance problems necessikate
rapid short-term solutions. Hungary and Bulgaria are
in the fore-front of the eccocnomic reforms while other
countries are satisfied with smaller modificavions.
Industrial arganization in the counfries under
review show a high concentration compared to the market
economies /see Table 29 /. This concentration is in

1
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particuldr hiéh in Czechoslovakia, Romania and Hungary. This
originatés not so much frem large plant-sizes but from

the dominance of multiplant firms. The large economic units
with different names /association, trust, concern, etc./

are composed mostly of many plants often with thousands

of employees and are considered as basic intermediate

.1inks in the chain of control. Recently the need for

" ‘more flexible small and medium sized enterprises had been

identified and in Hungary the tendéncy for decentralization

prevails.

Table 29. Percentage distribution of work~rs by enterpfise

size-classes, 1981

Country ~-500 501- 10601~ lSOQl- 50C1- |more than Total
workers] 1000| 3000 5000 10000{ 10000
Bulgaria 26.2 | 21.0| 37.3 | 4.8 | 6.6 3.1 | 100.0
Czechoslovakia 1.1 7.5 42.5 23.1 15.0 17.4 100.0
GDR 25.9 16.2| 33.5 10.8 9.1 4.6 100.0
Hungary 14.3 12.3]| 30.8 | 15.9 | 12.7 14.0 100.0
Poland 20.3 16.1} 31.85 14.3 12.1 5.7 ~100.0
Romania 4.6 10.8] 37.3 48.9 18.8 9.6 100.0
USSR 17.1 12,2} 25.0 13.3 15.0 17.4 100.0

As the third factor of the slow-down of economic growth
the unfavourable changes in the external economic relations
had been mentioned. Many aspects of these changes have been
dealt with in the previous parts of this paper, differentiated
by countries, in particular between the Soviet Union net ]
exporter of fuels, with a relatively low share of foreign
trade and the other 6 countries with opposite characteristics.

Here the policy implications of these past changes and their
consequences will be dealt with briefly.




Aiming at the rapid modernization of thecir production
potentials in the first half of the seventies the CHEA-
-countries' imports from,the'Western'economies yrew much
faster than their expor:s. The year-te-year traae deficits
- piled up an increasing dept which they were not able to
compcnsatevin the pericd of the VWestern recession and protec-
tionist measuvres. Aggravated in most CHMEA-countries by a
deterioriation of their 5erms—of—trade, government decisions
had been taken to brake the grcwth of indeptedness by
export promotion and irpert restrictions. They applied both
strategies combined anc with temporary changes in emphasic.
The increase of exports cften encountered difficulties of
trade barriers and/or lack of competitiveness, slow
structural adbptatién, irmpert restrictions proved to be
constraints of grewth. They . are going to elaborate
balanced, combined strategies.

_' The trade between the CMEA and the levelmrning countries
shows great fluctuatiors. Slackenings in exp. _.on are often
followed by recoveries; high grovith rates by deceleration
due to problems of suprly, abserption, availability of credits.
Nogwithstanding, there are good possibilities of a mutually
advantageous internaticenal division of labour_between these
countries mostly different both in factor endowment and

level of development. This is reflected also in intergovern-

" mental agreements which include implementation of large

investments projects, prcgrammes for scientific, technical
and economic co-operation, training, and other forms of
assistance. '

It should be notec, however, than the differentiation

within the group "develioping countries" is grewing and the
CMEA-countries’ relaticnships with their various subgroups
should be differentiated accordingly. While some /the "4th
world"/ countries need urgently assistance of any form and
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the pattern of specializatien and co-operation is given
for quite a number of years ahead, others are apprcaching
the level of "medium development'” and beceme in many

areas competitors of the ClLEA-countries. In these latter

cases only an intra-industry specialization is ftasible.

In addition differences in firancial situation, relatiomships
with MNCs, traditions and peclitical attitudes have their
Strong impacts too. The world’s trading structures have
become deeply unbalanced; the CMEA-develcping countries

trade and co-operation is te be fittea into the whole

restructuring process ahead of us.
Also some problems of the intra-CMEA trade necessitate

a reconsideration of the actual achievements and future
targets of the structural adjustment process,of ccurse

again primarily in the 6 Easterr European counftries.

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
gdvantages owing to the natural endowmen:, past experience
and skills;

/ii/ increasing specialization within the country ,
the CMEA and by the worid-wide international division.of
labour, aiming at both economies of scale on the cost side
and better performance as far as the quality and the parameters
of the products are concerned; ,

/iii/ as reaction to the increase of the energy and raw
material prices, the development cof the extractive industries
/if justified by economic considerations/, introduction and
dissemination of energy and material saving technolegies,
preference for products of this character, higher processing

of the materials if possibly.
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The planned structural changes in manufacturing seldom
affect seriously thc shares of the branches, they reflect

mostly the increase in the intra-industry specialization.

. The need for implvements in the balance of foréigh trade

brought into the fore the possibilities of import substitu-

tion, nevertheless this does not overshadow the precssing

necessity for export promotion and as its precondition:

better competitiveness and structural adaptation. In case
of standérdized'products low wage countries’ advantages
should be compensated by higher productivity or it is better
to withdraw. Sophistiéated quality products require high
standards of technology and management, R&D and innovation,
therefore the less advanced countries like most members of
the CMEA, have .to cdncentrate tneir efforts and resources
within the country and by help of international cooperation,

otherwise they have not chance for success.

Structural changes ére often accoempanied by social
tensions and they involve substantial risks. In the
centrally planned eccnomies emerging social tensions will
be eased and eliminated as much as possible with particular
attention to employment and assistance to retraining and
mobility.

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,
strategiés, targets and methods. All these countries
consider industry as the most dynamic sector of the economy
and are aiming at possibly high rates of industrial
growth but,%hey are at different level of industrial
meturity and there are variations now they are going to
integrate and harmonize the deve! ment of industry,




agricul ture and services. Industrial pelicy will be
co-ordinated in all countries with other soclal objectives
/cultural, regional, ccological, humanitarian etc./ but

content and ranking of thesc objectives might differ.

. A1l 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, in particular

CMEA integration are brime objectives equally - strategies, the
judgement of the possibilities, pricrities may vary depending

on a number of circumstances.

There are great many common elements in the means cf

imp]ementatidn, like central plarning, optimal combination

of state intervention and enterprise initiatives, the use
of moral and material incentives, the need for better
utilization of the financial instiruments, impreovements in
industrial organization, etc. The methods, the preferences,
the mix, however, how these instrument are combined how
they actually operate as well as the system of decision
making, the degree of centralizaticn and delegation show

ample differences.

"Trends in selected industrial branches

Trénds in the following selected branches will be

dealt here briefly: iron and steel /including metal mining,
according to the CMEA-classification/, engineering industries,
chemicals, textiles and clothing, food indsutries. From these
branches in 1976-1981 only the ergineering industries showed
an above industrial average growth rate /54 per cent compared
to 35 per cent of the total industry/, gross value of output
increased in all other branches with a below average rate.
This is valid for the chemicals too due to the slowing down
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of its groewth.in thé last years. A compariscn with the
deQelopcd market economies and the developing countfics
had been presented in Table 18 and 19 and in the analysis
following these tables. '

In the next pages a set of tables show the country by
country figures, indes numbers of ocutput and labour
productivity. These data indicate some remarkable features
which can be explained by the differences in factor endow-
ment, level of development, pattern of foreign trade.
Nevertheless some common trends can be identified. In
iron and steel the constraints for investments /and exports/
as well as-the targets to economize the use of metal
should result in a preference of the qualitative rather
thén the quantitative aspects of the development of this
branch. Structhral'changes go in the direction of raising
the share of quality steels.

The engineering industries are considered as the most
important source for the technical equipment and moderniza-
tion of all sectors of these economies. At the same time
both the intra-CMEA tpade and .he trade with the developed

market economies /with net import/ and with the developing

countries /with net export/ are treated as of great
importance. The share and the growth of this branch is
higher than in the outher regions but also for this branch
technological progress, modérnization,increased specializa-
tion are the prime targets for the future. Production and
application of electronics, robots, machine systems for
automation and complex mechanization will have a higher
share in the pattern of production and technology in each
country, accompanied with stronger specialization in parts
and components and aiso by end products for specific uses.




The rate of growth and the share ¢f the chemical
industry is lower in the CHEA-countries then in the
other regions. The acceleration of the devc]opmeht of this
branch needs a reorientation of its pattern takiﬁg better
into account the availability and the relative prices
of the raw materials as well as the world market situation.
The textile and clothing industry as well as the food
industries most probably will grow below the industrial
average but with moderated difference since special
attention will be paid to satisfy the high domestic demand.
In the pattern of production of internatzional division of
labour with phe developing countries will play a growing

role. .




Iron and steel industry /including metal mining/ /state-owned

and cooperative industry/

Index numbers of gross value of output at constant
prices /1970=100/

Country 1960 |1975 | 1976 | 1977 | 1378 |197s |1ss0 | 1931
Bulgaria 13 | 178 197 | 212 | 225 | 2u1 | 2us | 261
Czechoslovakia 62 12§ 13y 138 luy lub 143 150
Greece 67 | 139 148 | 154 | 159 |'163 | 168 | 178
Hungary 64 | 125 129 | 13w | 137 | 1s2 | 133 | 126
Polang sy [ 145 {151 | 158 | 170 | 169 | 189 | 138
Remania 33 | 171 190 | 220 | 2uo | 259 | 261 | 273
USSR ug | 131 138 | 1v1 | 1ue | 146 | 1u6 | 1us

Index numbers of labour productivity /1970:100/X/

Country 1960 | 1975 {1976 | 1877 | 178 [1979 [1930 |1us1

{8ulgaria 42 | 147 | 163 | 168 | 171 | 180 | 192 | 201

Czechoslvakia 72 128 133 136 141 1%2 luy 146

Greece ’ 71 133 141 ius 149 183 156 164
Hungary 69 125 131 137 l40 | 146 137 136
Poland 69 135 139 143 150 150 152 126
Romania 46 148 159 179 185 208 197 203
USSR 62 127 133 | 134 139 132 132 132

x/ Gross value of output at constant prices per employee.

— o .
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Enginecering industries/state-owned and cooperative industry/

Index numbers of gross value of output at constant

prices /1970=100/ . !
Country 1960 [1975 1976 1277 1978 |1979 (1930 }1¢31
Bulgaria 21 | 197 218 | 250 | 277 | 289 | 307 | 328
(zechoslovakia| 47 | 150 163 | 175 | 186 | 198 | 207 | 216
Greece 46 | 138 148 | 157 | 167 | 179 | 193 | 208
| Hungary 43 | 146 154 | 165 | 175 | 182 | 172 | 180
i .
i Polarg 29 | 196 222 | 285 | 259 | 294 | 275 | 240
g Romaria 22 | 230 258 | 298 | 340 | 379 | 417 | @27
f USSR 32 | 172 188 | 205 | 223 | 239 | 254 | 269
l
BE-2. . Index numbers of labour productivity / 1970-100/x/
Country 1960 1975 1976 1977 1978 2979 11880 |1¢931
|Bulgaria 42 | 162 177 | 197 | 214 | 223 | 236 | 249
Czechoslvakia 58 | 144 155 164 173 | 182 | 189 | 196
Greece 55 | 129 137 | 144 | 151 | 160 | 172 | 183
Hungary 62 | 144 152 | 162 | 171 | 181 | 177 | 19
Poland 49 | 163 183 | 195 | 206 | 217 | 217 | 195
Romania 41 | 143 154 | 170 | 186 | 199 | 204 | 213
USSR s1 | 154 162 | 172 | 183 | 194 | 20z | 213

x/Gross value of output at constant prices per ecployee.




Chemical industry /state-owned and cooperative industry/

Index numbers of gross value of output at constant ,
B prices /1970=100/
Country 1360 1975 1976 1877 1978 |1979 {13930 1881
Bulgaria 17 174 183 206 227 248 277 289
(zechoslovakia| 38 | 161 174 | 186 | 197 | 203 | 213 | 217
Gréece So | 150 160 167 17 184 1%0 | 197
Hungary 25 | 161 180 196 220 | 233 | 235 [ 2ub
Polang 29 | 176 | 196 204 212 217 218 136
Romania 13 | 207 240 274 301 | 307 | 327 | 338
USSR 31 | 164 176 188 199 204 | 216 228
:
' .. /
Index numbers of latour productivity /1870=100/%
Country 1960 | 1975 | 1876 | 1977 | 1978 (1979 |:¢50 |1¢31
1Bulgaria 41 135 143 159 170 | 178 | 189 | 19

Czechoslvakie 53 148 158 168 179 183 121 193

Greece 53 142 152 158 166 172 177 133
Hungary 42 152 170 188 2lo 225 232 242
Poland Ly 155 169 179 189 194 19y 178
Romania 31 145 166 185 201 | 197 2lo 211
USSR 52 146 154 164 170 | 172 179 188

x/ Gross value of output at eonstant prices per employee.

__%




Textile industry /state-owned and cooperative industry/

Index nucbers of gross value of autput at constant

prices /1970=100/

Country 1960 [1975 1976 1977 1978 (1979 {1980 | 1981
Bulgaria 50 | 142 149 | 156 | 166 | 175 | 181 | 191
Czechoslovakia 68 135 136 140 147 153 158 163
Ereece 7% | 129 136 W 141 | 146 | 150 | 155 | 159
Hungary 67 | 122 127 131 132 | 131 | 134 | 139
Polang 56 | 147 | 16l 170 175 | 173 | 171 | 149
Romania 36 | 178 206 230 249 | 270 | 295 | 314
USSR 61 | 126 130 | 134 | 139 | 140 | 1la4 | 146

Index numbers of labour productivity /l97O=lOO/X/

Country 1960 13975 1976 1277 1978 11979 |1950 1931

Bulgaria 60 | 125 131 | 138 | 148 | 156 | 162 | 169
kzechoslvaxial 69 | 124 | 137 | 144 | 151 | 157 | 163 | 167

Greece 54 1 137 146 153 16l { 168 | 176 | 183
Hungary 79 | 130 139 | 146 | 148 | 153 | 163 | 172
Poland 66 | 135 148 | 158 | 166 | 168 | 170 | 154
Romania 56 | 125 139 149 158 | 170 | 182 | 193
USSR 69 | 124 128 131 . 135 | 136 | 140 | 143

x/Gross value of output at constant prices per employee.




Clothins industry /state-ouned and cooperative industry/

Index numbers of gross value of output at constant
v prices /1970=100/

Country. 1960 {1975 1976 | 1977 | 1978 |1979 [1%80 | 1931
Bulgaria 36 | 1uy 147 149 152 | 156 | 165 | 174
(zechoslovakia| 62 | 133 136, | 1lto 147 | 153 | 158 | 163
Greece 76 | 129 |-136 | 181 | 146 | 150 | 155 | 158
Hungary 61 | 122 127 131 132 | 131 | 134 | 129
Polang 41 | 147 161 170 | 175 | 173 | 171 | 1u9
Romania 30 178 206 230 249 270 285 31y
USSR 52 | 133 136 140 147 | 153 | 158 | 163

- |
‘Index numbers of labour preductivity /1970=lOOIXI

Country 1960 | 1975 1976 | 1977 | 1978 |1979 [1980 [1981

- }Buléd?ia 43 129 138 142 145 | 146 | 145 | 149
Czechoslvakia| 69 136 143 150 157 | 165 | 170 | 174
Greece 65 131 137 138 145 153 160 163
Hungary 35 115 117 118 121 | 126 | 133 | 1ltc
Poland 60 14y 158 163 168 | 171 | 177 | 162
Romania 60 148 158 167 175 | 187 | 197 | 214
USSR 72 121 126 131 136 | 142 | 151 | 156

x/ Gross value of output at constant prices per employee.
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Food incductries /state-ovmed and cooperative industry/

Index numbers of gross value of autput at constant

prices /1970=1C0/

Country. 1960 }1975 1976 1977 1978 1979 |1930 | 1981
Bulgaria 45 | 133 147 1451 150 | 155 | 152 | 165
(zechoslovakia| 71 | 126 i26 | 134 139 | 142 | 144 que
Breece o2} 130 | 134 | 138 ] 141 | 145 | 148 | 15
Hungary 57 | 128 129 | 142 | 143 | 148 | 150 | 354
Polang 70 | 153 161 | 167§ 174 | 177 | 172 | 159
Romania 48 | 143 157 | 175 | 176 | 190 | 192 | 190
USSR 53 | 130 126 | 134 | 137 | 140 | 140 | 143

Index nurbers of labour productivity /l970=100/x/

Country 1960 197§ 1976 1377 1978 [1979 13880 |1l@981

" {Bulgaria 60 | 134 150 | 151 160 163 | 162 | 167
Czechoslvakial 74 | 124 126 132 | 137 | 140 | 142 | 144
Greece 72| 126 128 | 129 | 130 | 130 |133 | 135
Hungary 74 | 118 119 | 130 | 129 | 133 | 138 | 142
Polard 87 | 128 134 | 139 | 145 (150 145 | 130
Romania 72 | 117 123 | 131 | 136 | 147 ]1s2 |1e1
USSR 67 | 124 123 127 129 | 130 131 |133

x/Gross value of output at constant prices per employee.







