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Relations between the United States and West Euro-
pean countries are important also from the point of view
of overall Eurcopean co-operation. These countries play a
key role both in world politics, in the system of inter-
national military relations and in the world economy.
Their political and economic contacts are essential for
all of them,.

The importance, contents and context of links be-~
tween the United States and Western Europe have changed
considerably, as compared to the decades following the
second world war, and their development will be deter-
mined in the 1980s by, in many respects, new conditions.

The relations, formed in‘l1945 and characteristic
practically until the 1960s, were based on several basic
conditions:

First, the way of thinking of leading circles in
America and Western Europe started from the point that
the most vital question of their policy is to defend
the positions of capitalism in Western Europe. This
created a special and lasting unity of interests among
them.

Secondly, the United States piayed a leading role
in the Atlantic system, just being under formatign, both
in the military, economic and external political sphere.
Thé Atlantic organisational structure was formad a priori

on this basis.
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The aim of American policy after 1945 was to form a

united Western Europe, based on the American pattern, func-
tioning as the frees and secure market for the industrial
products of the USA, from a certain point of view as host
country of American capital investments and, finally, as a
strategic partner of the USA. West European leading circles,
however, interpreted these ideas, differently, almo&.right'.r
from the beginning, and they regarded as primary aim the
restoration of their individual power positions.

The United States tried to create a global, liberal,
"self-regulating" free-trading and monetary systembzggeth-
er with the West -European countries and with the co-oper-
ation of Japan - th® focus of which would be, of course,
the economic hegemony of America. There was, right from
the beginning, disagreement between the nations of the
region, as far as the interpretation of this system, the
definition of its concrete aims was concerned.

The leading circles of the United States expected
the gradual dissolution of the imperial systems of co-
lonial powers and they even stimulated this process,
hoping for being able, by breaking the imperial monopolies,
to open up new channels towards the markets and sources
of raw materials of former colonies. They thought that
the politically dependent and divided world, just about
to be formed, would remain, for a long time, a "safe"
exporter of raw materials and receiver of finished products.
They regarded as a natural fact that the United States
would play a dominant role, both politically, military




and economically, while former cblonial'powers would
themselves become part of the new American world empire,
pushed to the position of the weaker partner. Former
colonial powers, however, wanted to stabilize their own
positions, exactly with the help of ﬁhe USA.

In the way of thinking of American leading circles
socialist countries, primarily the Soviet Union, would
have remained outside this global system. At the same
time, the fear from the main common enemy, the Soviet
Union, would have acted as a primary cohesive factor
of the global political and economic structure, created
by the USA, aﬁd would have eased the forging of stratégic

“unity and the realization of the strategic plan worked

out against the Soviet Union and the other socialist
countries.

- Neither the American ideas, nor those of the West
European leading circles were realized to their full
extent. A number of American strategic concepts have
failed since the 1950s but, also, events in many fields
were different form those calculated and expected by the
leading circles of West European countries,

The economic development of the West European capi-
talist countries and the United States, various important
changes in world politics and the world economy have,
since the 1950s, modified both relations of interest and
the power structure.

i

1/ The formation of th? East-European new economic-
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-industrial zone modified the geo-economic map of this
reglon and its situation. The military balance, coming

~ about between the Soviet Union and the USA changed,

on its turn, European and éven global strategic relations.

2/ The dissolution of the colonial system and the
formation of global military power-relations pushed the
European big powers into the status of middle-powers. The
fact that they lost the colonial hinterland created new
world political and world economic conditions for them.

3/ The economic power-relations between the USA and
Western Europe also changed.

-, a/ The share of the United States in the world'’s
GNP decreased from 39,5 per cent in 1950 to 34 per cent
in 1960 and to only 22 per cent in 1980; while that of
the West European capitalist countries rose from 16 to 20,
then to 24 per cent /within this region the share of the
European Community increased from 17 to 20 per cent/.-

b/ The gap narrowed, between the United States
and i1ts main West European partneré, in the field of GNP
per one man-hour. Taking the level of the US as 100, the
situation in 1950 was as follows: Federal Republic of
Germany 33, France 44, Italy 30, the United Kingdom 57,
the Netherlands 53. In 1980, taking also the US figure as
100, that of the Federal Republic of Germany increased
to 85, France to 79, Italy to 68, the United Kingdom to 61,
the Netherlands to 90. The United States still took the
first place of the ranking in this very important figure
which reflects productivity of labour very well, among the
developed capitalist countries but with a far smaller
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margin than ever before. This change was SOmewha; compensated,
from the point of view of the United States, by the fact
that labour costs increased in the othexr developed capi-
talist countries fastexr than in the United States and, as
far as labour costs pér unit were concerned [these costs
represent about 46-50 per cent of total costs in the
average of the developed capitalist countries/, the figure
of the FRG was almost 30 per cent, that of the United '
Kingdom about 40 per cent, that of Italy 60 per cent and,
finélly, that of France 13 per cent higher in the manu-
facﬂuring industry in 1980 than thé respective figure for
the lUSA . |

| ‘

} ¢/ The share of the United States declined in the
worla production of new products and new technologies. In
1953%58 it was around 80 per cent, and in 1954-64 it fell
back:to 67 per cent, in 1965-73 to 57 per cent and in
1974%80 to 49 per cent. During the same periocd the shaie
of Wéstern Europe went up from 16 to 20, then to 26 per
centa However, the United States still plays a leading role
in the field of new and primarily of the so-called top
level technologies.

‘ d/ The United States represented, at the begin-
ningiof the 1960s, 23 per cent of the total exports of
finished goods of the 15 leading Western ‘industrial
counfries, Its share declined to 16 per cent by the be-
ginning of the 1980s. The same figure for the Federal
Republic of Germany increased from 17 to ;O per cent.
Nevertheless} it desérves attention that the share of
products demanding higher R and D the industrial exports
of th§'USA:is still the highest: it was 48 per cent at the
beginning'of the 1970s,and, as compared to the OECD-average,



the figure was even higher than at the beginning of the
1960s.

4/ Significant changes have occurred in the rela-
tions between Wist European capitalist countries, too.
Western Europe isn’t "united"” at all and has not become
a "third power" in world politics and in the world econ-
omy. The nations getting into the frameworks of the
integrational structure, have been developing under the
influence of the rather special unity of mutual interests
and mutual conflicts and, as a result of this and under
the influence of external changes, both the situation
and'perépectives of the West European integration has
also been mbdified. Neither the forms of customs union,
nor other measures in the realization of the integration
process have caused fundamental qualitative changes in
the position of member-states and the same is true in

the case of the enlargement from seven to nine or ten

- menbers of the Community. At the same time, the European

integration process and the active role of the West Euro~
pean countries in the world economy has increased the
external sensitivity and vulnerability of the individual
states. The West European integration functions and acts,
under the conditions prevailing at the end of the 1970s
and at the beginning of the 1980s, mostly as a means of
common protectionism, directed- also against the USA, too.

As far as politico-strategic and economic consider-—
ations are concerned, four special dimensions of the
relations between the USA and Western Europe have come
about by the beginning of the 1980s: one of them is the

traditional "Atlantic"™ dimension, the second I would call,_

for the sake of gimplicity, the dimension of Helsinki. A




third, global dimension has also come about from the poli-
ticai and economic point of view: the relation to devel-
oplng countries. The fourth dimension incorporates the
relations of the Atlantic region with Japan and has

become a considerable driving force mostly in the eco-
nomic field. There are sometimes quite different forces

and pressure groups behind each dimension even in the
same country.

The Atlantic dimension is connected primarily to
the policy of cold war and to that of tension and arms
race and generally it comes to the fore in times of
occasional Soviet-American tensions in the policy of
the United States and of the West European circles which
closely co-operate with the US The "traditional" partners
of the USA in Western Europe, ‘who have vital interest
in strengthening the Atlantic dimension are especially
influential in Great‘Britain'but their influence is
‘ considerable in other countries, too.

The "globalisation" ot Atlantism [for example, in
the frameworks of "trilateralism” aimed at strengthening
the co~operation between America, Western Europe and
Japan{ has proved to be impossible because it loocks at
and evaluates the world necessarily ﬁhrough the strategic
relations between East and West., This is why the Atlantic
dimension’s main precondition is the strétegically
motivated hegemony of the United States in general but
in the foreign policy and international economic policy
of the West European countries in particular.

The Atlantic dimension of the relations between the
USA and Western Europe has, as we have alreafly mentioned,

v



developed, right from the beginning, under the pressure of
disagreements of various types. On the one hand, bbth,the
Unites States and some /especially the more important/ West

‘European countries maintained contacts of other types,

different from the Atlantic relations which from time to
timeiéonflicted with the Atlantic one [for instance,

the US actions against the former colonial powers in some
regions or the common French-British action in 1956 to
capture the Suez Canal, the conflicts bétween Turkey‘
and.Gréece,'etc./. On. the other hahd, NATO-policy,
subordinated to Ameérican interests, many timés-endahigered -
the sovereignty and special interests of the individual

hember-countries. That was the reason of the withdrawal
pﬁnFrance,_ggq_example, from the military structure of

NATO. -

The development of the Atlantic dimension was
influenced also by some other factors.

The prestige of the USA suffered a considerable
"erosion" in Western Europe. Internal and external factors
both played a part in this. American cold war policy whiqh
was supported by the majority of leading circles of
Western Europe and which had supporters even among the
general public, didn’t contribute at all to the rein-
forcement of the positions of these countries. These
were the years when the more important nations lost
their colonies and not only they didn’t receive help
from the USA but, on the contrary, America itself tried
to realiZe its own interests. '

The' moral prestige of America suffered a great



damage, as a result of thé Vietnam war, alsc among the Euro-
pean general public and in the circles of the ruling class.
The notion of the "liberating®, "reconstfucting" America
was replaced by that of mass killers in My Lai, by a

nation:s destroying villages, burning up forests of Vietnam,
and the various civil movements protesting against war

were directed, at the same time, against the international-
"role of a policeman", in general, represented by the USA.

The sympathy among the European general public
for the internal institutions, political system of the USA
was very strong mostly after the second world war. The !
people thought that the system which could raisé science
and technical progress to such a high level would serve
perfectly as a model for Europe, too. Many accepted the
idea that "European civilization", responsible for the
war, lost its vital capacity and the dominating role of
the USA was a natural consequence of this.

The?gétions were completely destroyed by the
.severe problems of the political system of the Unites
States, by the political assassinations, by Watergate
and by the inside scandals of the different American
governments. The escalation ofoime and violence in

the American society, the fear from "drug-addict young
kids" also hurt the prestige of the USA in Europe. '
American foreign policy lost 'a certain part of the
suppert it had enjoyed in Western Eurcpe in the third
world, too. The alliance of the United States with the
-most reactionary, fascistoid dictatorships in the world
caused serious conflicts not only among the West Enro-
pean left but also among liberal icivil political
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movements and even beyond these groups.

Apart from all this, the relations between the
United States and Western Europe were further complicated
by the fact that the countries of the region were faced
with the United States not on a common platform and
changing aims. There were practically four groups of
interest which emerged in the frameworks of the Atlantic
dimension: one of them is the relationship between the USA
and tﬁe Common Market, the second is the system of relations
of thé Federal Republic of Germany, the third is that of
France, while the fourth is that of Britain, all the latter
three!with the Unites States. These four "junctions" do
not mean, of course, that there are no separate factors,
effects, problems in relation with other countries: a
separate problem is, for example, that of neutral countrdées.
Withiﬁ this groﬁp of countries, however, the position of,
say, $witzer1and differs from that of Austria, Sweden
or Finland. Nevertheless, the basic lines of power are
still‘crystallising around these four "junctions".

! The traditional partnership between Britain and
the Uditéd States was not mddified when Britain jolned the
Commo% Market. The close co~operation of British and
American capital, financial relations and the so-called

emotional links are still very strong.

' It was perhaps France who turned against the
Uﬁited States most early and to the greatest extent, eco-
nomicaily, politically and militarily as well. France
withdrew its troops from the military system of NATO. in
1966. Itlprotestea against the expansioﬁ of American

b
'



—11_..

tapital. It accused the Americans of buying up - thrfough

the inflated dollar - the most perspectivical branches

of industry in Western Europe. The manifestations of French-
--American conflicts seem to be less striking, however,

at the boginning of the 1980s than they were either in

the 1370s or in the 1960s but the confrontation of leading '
French circles and the French general public with the

policy of the US makes the improvement of the relations
between the two countries harder even today.

From the point of view of the future, the relations
between the Federal Republic of Germany and the United
States seem to be the most important in Western Europe.

The main basis of the European policy of the United

States, followed after the second world war, was the
Federal Republic of Germany, starting from the point that
the FRG is a critical country, right on the frontiers of
the western and eastern parts of Europe, which must be

* linked most closely to the foreign policy and to the
strategic interests of the United States. The strategic
importance of the Federal Republic of Germany has further
increased since 1966, that is, after the withdrawal of
France from the military organizations of NATO. Beyond
this, the Federal Republic of Germahy depends, both econ-
omically, politically and militarily, to a much greater
extent on the Unites States as for example France or

even Britain. It is understandable that the stronger eco-
nomic position and the modification of the policy of the
FRG affected Washington eSpecfally strong closelv, and the
changes in the foreign policy 6f the FPRG were ¢onsidervable

in many fields. There was especlally strong disagreement in
.the question of the Ostpolitik of the FRG, despite the
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fact that it was essentially in line with the policy of
détente, also declared as a commitment by Washington at
the beginning of the 1970s.

The "great alliance", the relation of the Atlantic
Alliance became, from the strategic point of view, a part
of a global system for the United States to a greater
extent, in which the various actors and regions appear'in a
close and organic context and are valued accordihg to how
they integrate themselves into the global strategic structure.
This structure, the underlying factor of which is still
the relationship with the Soviet Union, includes the
problems of the Middle-Eastern region and Western Asia,
Central and South America, the relationship with the People’s
Republic of China and with the Southeast Asian region, the
centres of crisis in Africa and, of course, the questions

of the contacts between Japan and America, too.

The Unites States, as a global power, considers
Europe or Asia also as parts of its global strategy. Ame-
rica, Western Europe, Nort-East Asia and South-East Asia
are zones closely linked to each other, in the global
American political strategy, in which Western Europe and
the allied system of NATO and Japan are the most important
pillars.

Some American strategists are playing seriously
with the idea of creating a new global system of alliance
which would include the more important pro-American states
of both the Atlantic, the Indian and the Pacific region,
or, as a "peak alliance" of regional alliances formed in



- 13 ==

the given regions or, in the form an individual, new
system of_alliance. {About tﬁis problem see: Towards a
Grand Strategy for Global Freedom, London 1981. Foreign
Affairs Publishing Co. Ltd. pp. 20-33./.

At the same time, the United States evaluates
the individual actions of its European partners, for
example, those in east-west relations or in relation to
the developing countries, subordinated to a greater extent
than before to its own interests and own actions, and it
made even certain efforts for extending the de facto
sphere of interests of NATO to other regions, too. This
effort was, however, practically not successful. The
United States accused its West European partners several
times of not supporting adequately American military
steps taken in the region of the Persian Gulf /construction
of bases, reinforcement of the American fleet/, and also
of the little enthusiasm these countries showed in the
case of American policy towards Afganistan. Some countries
even condemned the policy of the West European countries
towards the Central American region: the support for the
progressive regime in Nicaragua and the delivery of arms
to liberation forces in E1l Salvador.

The Helsinki dimension was crystallised as an
aftermath of Soviet-American military balance and of the
expansion of the policy of détente, and lead finally to
the signing of the Helsinki Agreement. This dimension of
the relationship between the USA and Western Europe is
based on the greater independence of the West European
countries and on the multilateral /economic, political,
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cultural/ relations between the two sides of Europe. Not
only the circles participating in the east-west economic
co-operation are interested in this dimension. The
"Helsinki dimension" represents and important factor also
for the political and economic groups in Western Europe
which try to obtain greater independence for themselves,.

The role of the North-Atlantic Treaty in the Hel-
sinki dimension is limited to maintaining the global bal-
ance of powers and to guaranting the survival of the so-
cial systems of West European countries. Of course, these
two factors still represent an important common group of
interests in the context of relations between the United
States and the West European countries.

The policy /and international economic policy/ of
the individual Wesat European countries towards the Soviet
Union and the other socialist countries, both declared as
the main enemies in the Atlantic dimension, differed,
however, in many ways from that of the United States in
the past,too. The progress of the détente policy, the
"Helsinki" dimension being up-valued, created a new
situation in this field and reinforced the political and
economic interests of West European countries in all-Euro-
pean co-operation. '

The strong anti-communist ideas, recently appear-—
ing in the American foreign policy /and also in the domes-
tic policy/, which consider the Soviet Union and the so-
cialist countries as the "origiqs of all sins", haven’t
found positive reactions in the 'world among the majority

° .
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of West Eurxopean countries fwhich have not only lived,
sinc@ the years of cold war, without serious problems
togeﬁher with the socialist countries but this co~existence
even @roved to be advantageous for them politically

and economically as well/. Even the West European
conservative groups of the given countries who stand
generally close to the policy of the United States do

not regard the socialist countries as only “distant enenies"
unlike the presently dominant circles in the USA, and

they determine their relationship to the socialist
countries not on the basis of "the relative number of
rockets". Despite the confllcts arising from the differ-
ences of the respective soclal systems, which, naturally,
have an influence /in some cases, a rather strong one/

on the leading circles and the public opinion of West
European countrie§, the importance of the question of
co-existence and co-operation has increased in the foreign
policy of the majority'of West Eufopean countries.

The signing of the Helsinki Agreement meant, in
this process, something generally different for Western
Europe as for the USA. The government of the United
States looked at the Agreement from the peoint of view
of its own global political interests and tried to support
those elements which offered her new possibilities for
fealising her aims in Eastern Eurcope. In the majority of
countries of Western Europe the interpretation of the
Agreement was more comprehensf%e. They considered it
?artly as a closing action of a given period ¢f European
history, which opened up the way for the co-operation of

8-
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the two Germanies, settled the problems of Polish borders
and the Berlin-question, gave new perspectives for eco-
nomic and human contacts on a higher level, too.

This is one of the reasons why American foreign
policy, trying to liquidate détente policy, did not get
real support in Western Europe in the second half of
the 1970s. Some American strategic efforts caused
increasing suspicion and resistance in most West European
countries among governments and especially among the
general public.

The majority of European NATO-countries regarded
as irrealistic the American concept about the "new Soviet
dangér". There was disargeement already around the military
modernisation programme of NATO, announced still in the
time!of the Carter-administration, and the leading circles
of West European countries linked their support of the
American installation plans of missiles to the negotiations
/andlthe outcome of these negotiations/ about the reduction
of médiumrrange missiles, They considered the policy of
the Reagen-administration, aimed at creating strategic
supe#iority and new relations of power, as not only
dangérous but contradictory to their own interests and
efforts. Those nations in which the importance of
independent political and economic actions is especially
highi stood for their interests also from the strategic
point of view with greater decesiveness than before.
Disagreements concerning strategic ideas are correlated
in m&re fields to economic questions and interests. /This
'was manifested, in the most direct way, in relation to
incréasing military costs but it came about in other
fiel%s, too /see more about it later/.



Strategic disagreements have become more apparent
at the beginning of the 1980s in relation to American mani-
festations concerning nuclear war limited to the European
region. These ideas had an especially strong impact on
the leading circles and the public opinion of the Federal
Republic of Germany because this country has direct fron-
tiers with the socialist world and an enormous amount of
nuclear weapons is already stored on its territory by the
USA.

Other West European countries also seem to try,
to a certain /different/ degree, to modify the American
strategic aims and plans and there seem to be certain
efforts even to separate their contacts with the socialist
countries from these problems. Their aims and possibilities
are rather differenciated, limited and depend, in many
respects, on the general state of east-west relations, on
the conflicts concerning tensions and centres of crisis
in given periods which have an influence also on the
individual West European countries [for example, the
situfation in Poland, developments in the Middle-East
etc./. Thelr aims are influenced by the degree of the
interpenetration of their interesté with those of the
United States of America and also by the character, the
political "colour" of their leading circles.

. We cannot go into the details, in the frameworks
of this paper, of the other two dimensions of the
relation between the United States and the Wést European
countries. Political and economic factors are intertwined

with étrategic ahd'military problems on different degrees
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of iﬁtensity, in the contacts with developing countries
as well as in those with Japan.

As far as developing countries are concerned, in
some fiéldé-common strategic interests have come about
between the United States and the WEst Eurcpean capitalist'
countries: o0il and the supply of raw matérials are the
bases for considerable common intereéts, despite the

_capital invested in the developing region, the relative
freedom-of mobility and security of transnational cor-

porations, the competition between the countries

involved and these corporations, even from the point of
preventing progressive, socialist-type political regimes

to seize power. There are, however, significant differences
in the "degree"” or interest. The raw material supply of the
member-states of the European Common Market depends, for
example, on external sources to 75 per cent, the same
figure for the USA is only 16 per cent while that of Japan
is high again: 90 per cent. There is often disagreement

as regards policy and international economic policy to be
applied. Some West European countries, especially those
where the influence of social democracy is relatively
strong, consider the situation in the separate developing
regions differently and are inclined , to a greater extent,
towards supporting reform policies both in their bilateral
and multilateral relations. They regard as acceptable, »
moreover desirable, to eo—-operaté internationaliy in more
fields in institutionalized frameworks. Apart from this
there are disagreements also regionally /for example,
relations with South Africa, the solution of the Palestine
problem, etc. / and the judgement of importance of the
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various regions is also different from.the pont of view
of the West.

The fourth, "Japanese dimension" includes, in the

g firstﬂpiacé, economic¢ considerations. The economic expan-
slon of Japan causes severe damage in the West European
countries as well as in the USA. Japan had in 1981 positive
balance of exports towards the USA and Western Europe
‘alike, 16 and 13 billion US dollars, respectively. Some
capitalist groups in Western Europe are looking, at the
same time, for a closer co—-operation with Japan in the
field of high—lewél technolegy and in the competition
against the Unites States.

Economic problems interweave all the four dimen-
sions of the relations betﬁeen the USA and Western Euro-
pe, as we have already mentioned it before. Economic
disargeements have come, in the last years, to the surface ‘
especially strikingly and this had its impact on the
gummit meeting in Versailles in June, 1982, The practice
that the heads of the seven leading capitalist countries
meet regularly on economic summits dates back to 1975.
/The seven participéting'countries are: USA, the FRG,
France, the UK, Japan Canada, Italy and, recently, as
the 8th participant, the representative of the European
Common Market/. These summit meetings try, on the one
hand, to offer possibility for the heads of nations to
discuss, once a year, international economic questions
together and, during these discussions, to get acquainted
with one another’s opinion and ideas and thus to fulfil
an informal co-ordinating function, too. Besides these



reasons the summit talks are also -meant to demonstrate
the solidarity of the West.

fhe summit meetings have so far brought only small
results in the field of improving relations or wolving
the problems of the countries involved. They, in turn,
became occasions for the confrontation of different views.
This was also the case in the Versailles-summit at the
beginning of June, 1982.

The summit meeting in Versailles took place under
hard world economic conditions. The economlic crisis in
Western Europe had been keeping for two years and the
movement of the economic cycle had not been "synchronised",
contrary to the crisis in 1974-75, 1n relation to the USA
since 1977. The boom following the previous crisis was also
"synchronised” in the Atlantic region, however, it was
somewhat stronger in the USA than in Weéstern Euiope, it
lasted from 1976 to 1979.

The boom was interrupted in Western Europe by the
"mini-recession" in 1977; Production in the United States
was staénant in 1979, then later, in the second quarter
of 1980, it sank, while in Western Europe a new bocm was
taking place from tﬁe beginning'of 1978, just to be stopped
by the second bilg increase of 0il prices. Production from
the last quarter of 1980 rose again in .the USA /higher
thanfgarlier expected, as a matter of fact/ but a new
recegsion began from mid-1981 on, mostly due to the high
rate kf interest /as being one'element of the anti-inflationary
policr of the Reagan—government/. The decline in Western

|
i



s b L]

- 21 -

Europe continued in 1980, unemployment rosé and West Euro-
pean countries didn’t dare, in the given situation, to
raise thelir rates of interest, at the same way as it was
done by the US. A wide gap came about, in behalf of the
USA, as far as the movement of rates of interest were
concerned, attracting capital to America, while inflation
was still high and unemployment also rose in Western
Europe. Gross national product in the total of Western
Europe decreased by 0,4 per cent, industrial production
by 2,5 per cent in 1981 and the share of unused capacities -
considerably increased. The average level of capacity
utilization in Western Europe in 1973 was 98 per cent,
in 1974-75, that is during the recession, it was 94 per
cent, in 1979, that is at the beginning of the present
crisis, it was 88 per cent, sinking further on the average
of the years 1980-8l to 85 per cent. Unemployment in
1982 in the OECD-area was near to 28 million persons /8 per
cent of total employment/. In the USA unemployment went
up to 10 million people. The annual number of bankruptcies
rose to the highest level since 1932,

World trade in 1981 was stagnant. There are sharp
contradictions, in the field of foreign trade, between
thé United States and its West European allies, and Japan.
The member-states of the European Common Market try to
defend not only their agricultural markets but also in
the field of some textile goods from American products.
The United States took restrictive measures'agédnst steel-
-imports from Westexn Europe fand Japan/. One of these
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" was the so-called trigger price mechanism which established

a minimal import-price, based on Japanese production costs,
under the level of which steel-imports "trigger" the
automatic application of anti-dumping regulations. In 1980,
for example, 75 per cent of steel imports from the European
Economic Community fell into tpis category.

The econormic difficulties: of the West European
countriee can be attributed mainly to the economic policy
of the Unites States which maintains the rate of interest
on a very high level, while, as a result of the expansion
of military expenditure and the slow increase of budget
incomes, a "record" level of budget deficit is expected.
This deficit is only partly due to the extraordinarily
high level of the rate of interest, there is rather a
"shortage of money" in general at the international
markets - because of the slow development of western
industrial countries, the economic difficulties of enter-
prises, the credit demand of developing countries hit
by the narrower export possibilities and thexefore being
in the state of permanent and increasing indebtedness,
the decreasing incomes and surplus of OPEC-members and
the problems of some socialist countries.

The high rate of interest in the American economy
is partly a reflection of how this situation has come
about, partly it aggravates the tensions of monetary markets.
As a result of the high rate of interest in the American
economy, the strenght of the US dollar increased by 40 per
cent during the last two years. On the one hand, it put
additional load on the other countries of the world because
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thusldil imports, payed in dollars, became much more
expensive /some economists regard this chénge as the
third oil-price explosion for which now not the OPEC-
-countrles but the USA is responsiblel, while, on the
other hand, it caused serious problems in international
trade, too. The majority of West EurOpean countries
didn’t criticise the economic policy of the Reagan
. administration much at the beginning. In Britain, for
exampler the conservative government had begun to use
 similar "medicines” earlier than the US; it announced the
reduction of budget expenditure, the cutback of many
social benefits and the generally restrictive monetary
pelicy to curb inflation. Other West Européan countries
were also thinking about reducing certain aspects of the
"welfare state". West European leading circles were counting
on that the so~called "Reaganomics", that is the measures
taken by the American economic¢ leadership will raise the
confidence of businnes in the economic policy of their
own government, investments will grow and the American boom
will havé a positive influence on the economic situation
in Western Europe, too. In 1980, at the summit meeting in
Ottawa, President Reagen even promised the participating
main partners that the USA would "put its own economy in
order". Neither the expactations, nor the promises were
realised. The situation became even worse. Economic
forecasts for 1982 and 1983 expect a certain [sagging/
boom period but its preconditions seem very insegure in
the present situation. Beyond ¢ this, the expected rate
_of this boom seems not enough to ease the problems. No
country ié-willing to undertake, -under such conditions,
the role of the "locomotive" which could pull after itself
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the economies of the other countries. In earlierx years
this role was fulfllled by the FRG.

Only France tried to implement, at least in the western
world, a growth-oriented economic policy, in order to
decrease the rate of unemployment and to accelerate
structural changes. This policy lead, however, to a very
high rate of inflation. Contradicting interests and dis-
agreements evolved also in the field of east-west economic

relations.

!

i The conservative forces who became part of the
leadership in the United States, have tried, from the
beginning of the 1980s, to restrict ecconomic relations
with.socialist countries, mainly with the Soviet Union,
in important fields. At the same time they try to extend
their control on the "eastern" sphere of the economic
co—oéeration of West European countriés, too, aiming at,
among others, applying means of common economic pressure
on sacialist countries, primarily the Soviet Union - in
ordef to realise their political aims. Of course, they
try to weaken the positions of socialist countries with
the appllcatlon of economic weapons mainly in the sectors
usxng the most up-to-<date technologies. The leading
_ circfes of the majority of West European countries know,
partiy from their own experlence, that the "economic
weapon" against the socialist countries, cuts in both
ways. It may cause certain problems for them on the short
run ﬁbut, nevertheless, the western partners are also
hurt. These interrelations have been understood also by
the Reagan—administration in the case of US grain exports
to the USSR, where strong American domestic interests were

i
I
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involved. As far as its 1ong—term consequences are concerned,
it is counterproductive because it forces socialist
countries to begin the production of those products themselves
which they had earlier purchased from the west. Besides
this, the leaders of these western countries understand
that the repayment of credits given to socialist countries
also depends on concrete trade relations and the West Euro-
pean countries are, as creditors, more important partners
for the socialist woxld than the United States. Influential
"business groups in West European countries regard socialist
countries not only as traditional markets and partners but
they see possibilities in the cooperation by which they

can diversify their sources of raw material, and primarily
energy supply. A typical example of this is the big deal
for natural gas between the Soviet Union and several West
European countries. As it is well xnown, the government

of the United States "officially” tried to block this
contract, ¢laiming that it would increase the dependence

of the region on the Soviet Union and it would provide

the Soviet Union with a considerable income of hard.
currency. The truth is, however, that certain American
groups are economically interested in blocking the gas-
~contract. The American coal~exporting companies [being
mostly in the hands of big oil companies/ have for a

longer time demanded from the goverﬁment to “torpedo®

the natural gas business with the Soviet Union,counting

on that the consequent energy shortage in Western Euro-

pe would be covered by American coal. This is, however,

not profitable for Western Europe economically. The

fight around the gas business has now become an important
point in the economic conflicts between the USA and
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Wastern Europo.

‘The agen&é and the outcome of the summit meeting
in Versailles was determined mostly by the economic dif-
ficulties and conflicts mentioned above. The problem of
global talks between the so-called "North” and "South"
was, however, also on the agenda of the seven leading
capitalist countries. The United States insisted, for
strategic reasons, mainly on discussing east—ﬁest eco-
nomic relations, and within these primarily credit
relations, and here again made certain efforts to bring
this field of the economic co-operation of certain West
European capitalist countries under American control
- with the pretext of the necessity of "common control®.

i
! Similarly to earlier summit meetings, -a declaration
was formulated in Versailles, too, implying that no real
imprévement is likely in the contacts between the United
States and the other leading capitalist countries. The
participants called for the International Monetary Fund

to examine the ﬁossibilities of settling the currency
probfems in order to "creating more stable currencies™.

The feaders of the Unites States expected modest changes,
almost automatically, from the much-hoped low rate of
inflation, while the West Europeans demanded to stricter
contfol of floating and more freqguent state interventions.
The United States constantly criticised the protectionism,
mainl& the agricultural protectionism, of the Common Market
whichéhampers the expansion of American exports. It
emphaéized, at an increased degree, the necessity of
harmohising export policies versus currency mechanisms,

on a mutual basis, and those topics which she intended

to bring before the forum of the autumn session of



ministers in the framework of GATT, such as, for cxample,
problems of export-zxredits, trade in services, the impdrtance
of the free rights of working capital investments.

The US wishes to use the institutions preserving
their present autonomy for the global North-South negotia-
tions,! which means in practice that the ideas of the
Reagen-administration once again dominated the principlés
accept@d, as far as the preservation of the role of market
relations, contrary to interstate intervention, was
concerned. The proposal of the French leaders to promote,
througﬁ common efforts, the development of high-technology
industfies and to gradually "phase out" declining industries
insteaé of protectionist measures, was given a mild
recept%on.

i The West European countries didn’t succeed in
forciné the United States to accept such concessions
which wFuld mean a real change in the American economic
policy,' in the field of decreasing the rate of interest
‘or the American budget deficit. The Reagan~government
didn’t make any decisive promises but mentioned only
certain conditions and limited itself to general declaraz
tions and limited itself to general declarations.

- 'The results achieved in connection with restricting
the economic co-operation with the socialist countries are
not more promising, either. The United States tried, well
in advance of the summit meeting in Versailles, to induce
her allies to restrict and "raise the price" of credits
given to socialist countries and she laid new'pressure on

them for.cancelling the natural éas-business. She couldn’t,
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however, get through with it, either, in V€rsailles. The
compromise agreement concerning the question of credits
stipulates, on the one hand, that each of the countries
will follow a more cautious policy, in harmony with the
political and security interests of the given country
and, on the other hand, it stipulates the modification of
credit conditions and the "regrouping" of some socialist
countries into the category of developed ccuntries. This
will have an impact primarily on the rate of interest of
export credits. The other statements concerning stricter
credit conditions are somewhat more concrete and they
hit, directly or indirectly, all socialist countries,
however they are meant to have their effects primarily
against the Soviet Union and Poland.

The guestion of the gas-business caused a sharp
confrontation in Versailles and mainly after the summit.
Since the United States couldn’t persuade her partners
to cancel the gas-business, she regarded this qguastion
as settled after the compromise concerning the stricter
conditions of credits. Later, however,-the Reagen-ad-
ministration changed its opinion and banned, for all American
and Japanese firms, to use the hnighest technology  /feither
from the USA or from other western companies/ in the
construction of the gas pipeline. With this action the
US brutally hurt not only the interests of the West
European partners but also their sovereignty. There has
hardly been such an open and common action of the same
intensity against the American decision by the West
European governments since the second world war. Neither
the interests of the USA, norithose of Western Europe
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would benefit of this economic warfare. Therefore it is
probable that finally there will be some form of
compromise in the guestion of the gas-business. 

Thefe are various possible alternatives of the
development of the relations between the United States
and Western Europe in the coming years.

One of these is the increasing independence of
Western Europe, based on the strengthening of West German-
~French cd—operation and the intensification of the
Eﬁropean integration process. This alternative is likely
to prevail 1f the situation of the world economy gets
even worse and, as a result, conflicts of economic
interests with the United States become more strained,
and it may lead to the considerable deterioration of
Atlantic relations. Its political consequences may
create a new situation even within NATO.

The other alternative is a Western Eurcope falling
apart, accompanied by the increasing manifestations of
national efforts of certain countries. In this process the
more important countries obtain a relatively independent
role and West European policy and the economy will become,
with the survival of NATO, even more "multifaced". The
growth of internal and international difficultire of the
European integratidn may lead to this alternative.

The third alternative practically means the
continuation of present trends, with smaller or bigger
changes, the direction of which is @etermined and
regulated by the harmony and disharmony of interests
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and aims. The likelihood of this alternative is based on
the important strategic and economic interests of the
United;States in Europe, the presence of American trans-
national companies in Europe, the dependence of the
leading circles of Western Europe, on the global American
strategy in a /from the military point of view/ basically
bipolar world based on the Soviet-American relations,
the dominant military, technical and scientific role of
the United States in%@érnational financial relations, the
" preservation of the dollar as a leading cumrrency, the

political and military situation and greater economic

“ vulnerability of West European countries /either indi-
- vidually o:kin an integrated formj. This pattern of
system includes, however, the danger of conflicts at an
increasing extent, not only as a result of the "internal®
conflicts of the western world but under the influence of
external'factdrs, too. An important role among these
factors.is played by the problems deriving from relations
with the third world and with the socialist region.

It is a simplistic viéw to consider conflicts
between US and the West. ' European countries as
advantageous from the point of view of the East as such.
First of all, these conflicts are developing on the
basis of identical or similar long term strategic interests
in the so-called systemic issues and therefore it has
very little or no influence on the conflicts of systemic
nature. Secondlymany issues behind these conflicts are
basically neutfél from the point of view of East-Est
relations. Thirdly, the conflicts are often reflecting
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the overall’ difficulties: in the world economy and these
are hurting the interests of the Eastn:: European countries
as well.

. @

One must not disregard however, that when these
conflicts are connected with détente and peaceful co-
operation the interests of the Western European countries
are coinciding with those of the socialist and other
countries to oppose the groups in the US, which want
to return to cold war policies and international tensions.



Commercxa] cooperation between SADsLMI /Wllano/
'SAE /Milano/, and TRANSELEKTRQ /Budapest/ in |
components for long’ dlstance transmlssion llnes,___

-and_questions of cooperation on . third markets - R

(R - : o - . -

The cooperetionrconsists-in,essence of lasting
commercial'contacts hot recuiring'any coordination of
"productlon TRANSELEKTRO, the Hungarlan foreign trade’
enterprlse for electrlcal goods enjoys essentially a |
- monOpolistic pos;tlon in thms area.

' The participants have maintained regular contacts
for 15 &eafs;fTRPNSELEKTRO supplies to the,. Itelian party .
i cables built into the cran811551on line conductors to . |
the value of 4-5 milllon dollars- annually Usually the
Italian flrm bUllds these into the transm1551on lines whlchI
- et itself erects as general contractor. .The product manu -
factured by the Hungarian party [the cable/ is very raw T
_materlal inten51ve /steel and aluninxum being used in lt/,
and is a rc;atlvely 51mple but at the same time a delicate
'product demandlng a high degree of reliability. No ‘hind-
~ rances or problems have arisen in connectlon w1th the ) :
f-__supply of. thls material.” . SR S ]

Both ‘the Hungarian and the Itallan firms are engaged
~in the consttuctlon of comniece long dlstance transm1551on
lines on third markets, When ‘the Hungarwan firn is success- !
-_ful in a tender, it buys from the mencloned companies the I
" overhead 1ine conductors and certain. fittings which are not
;belng manufactured in ﬂungary It is’ thus. the Hungarian I

.cnterpri e that is the general contractor in- the construc-

. tion of long distance transm1351on lines in Jordan

:'fAccording to - the Hungarlan enterprise, the futuro‘form of~



contacts would nQt . necessarlly be cooperation in the _
StrlCt sense,~but it WOuLd con51der 1t de51rablp ;haﬁ"
“in the case of tenders where the. Itallan company is,m-
successful the Hungarian party chould be inciuded as.

& suppller or subncontractor Thé. Hunqarian party would

be able to supply nore" components than until - now.

Mutual a551stance on third markets .is also important
T Lin this area: because the market ;or long dlstance trans-

~

“mission llnes 15 becoming narrower.
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> cooperation opportunlty in the area of

Jentlllatlon technology'

Mistral /Milano/ -~ Interoooperatlon /Budapest/,~
Szellozomuvek /Budapest/ Lot

) ' Due to some contesteo questlons, the -contract has
not yet been concluded A contrlbutlng factor may have

fbeen the mutual ‘lack of confidence bj the potentlal
’ partners ' ' S

Szellozomuvek is an 1mportant productxon enterprlse,
‘more than one, quarter of the output of which is exported

-~ to convertible currency accounting: countries. A conside-=

" rable part of'the:income_is deriVed’from assembly abroad.
. This activity‘is carried out hainly witnuthe.part;cipation
" of Austrian.andfwest German'firns..The_most important
‘3cooperatiOn occurredrin‘Irao'and Algeria Mistral is a
"Tsmall flrm empoloying approxrmately 50 persons, engaged ;

nalnly in trading act1v1ty, and actlve also on markets
outside Italy. T

The- commerc1al coooeratron was 1n1tiated by Szelldzd

’a;muvek relylng on simple market research with two objec-
'-_ tives.. Flrst Mlstral could have solved the. exclusrve

Itallan dis trlbutlon of the ventlllatlon products of Szel-
lozomuvek possrbly in the form of a joint Ttalian enter-

“g'orlse. The turnover could have amounted to several hundred;

: thousand dollars. It seems that these negotlations were .
.stoppea ow1ng to prlce questlons. The other purpose of
1Amarh1ng contact was ‘to extend the assortment available



“in Hungary through'imports.iAs may be'aeen, uhis‘activlty
could be or could have been cooperation in dlstributlon.-

-The maln aim of the Hungarlan flrm was to export

An lndustrlal cooperatlon was prcposed by Mlstral

It would have transferred to Szellozomuvek the manufacture i
of a fan to be zntroduced Thls would have amounted to
3-4,5% of the output of - the Hungarlan enterprlse throughout

“the: five years for which the cooperatlon was planned The
documentation was transferred by Mrstral rree of’ charge,
“but with a substantlal delay. Latér the Hungarian price
offer became the object of” arguments. For the time being
the transaction is at a Stadstlll ﬂ_jj'”._ B S

" No c00peratlonragreement hae beenlsigned..ﬁy-virtue,
of the"contract~the'partners.would-have*transferred-to each
" other. the.documentation and know-~how of the.fans free of
charge. ‘For the tlme being the concrete idea has been for
lMistral.to renounce the nanufacture of certain fans, and

. this - transacc1on could have leo to an export surnlus for

the Hungarlan flrm.

It. appeara’that both firms are surongly blassed in
favour of their own export and only a balanced actlvity
can,be promlslng It is. perhaps the uncertain outcome of

'such an agreement, by the Itallan partner 1s reticent to
51gn it-. _f"”.-'i:_'l - fifff :‘Lfmﬂ f—-“

Tnls has been the flrst Itallan contact of Szellozo-
- muvek and 'S0 far ltS experlence has been more favourable
—with West German flrms, ‘where today already both parties
strlve ‘for balanced trade, but malnly due to the longer
standing relations the terms of the cooperatlon are more
flexible and favourable. Szellozomiivek would also consider

it more worthwhile to enter third markets w1th a West German
partner. S et )
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'Manufacture in'cooperation of plaitics-proceesing
thermo—forming machinery Triulzi- ,Miiano/- S

Techn01mpex /Budapest/, ovM Vas— es Mdanyagipari ’
: Szovetkezet /Oroshéza/ o

PR -

-

o ' The Hungarian production enterprise, OVM, belongs
to the—cooPerative sector. It ts -an engineering favtory in
the country*Side employing 380 workers, which manufactures
machinery for the plastics industrj, hardware, and products
demanding pre0151on die-casting, The . mauufacture of the
thermoforming machinery 4is one of the in quantity important
and technically high standard actiVities of the Cooperative.
/The machinery in ouestion produces for instance the plastic
tumblers used in vending machines./ The - Cooperative supplies
these machines to the. Huhgarian market and exports 80 90
machines annually to the CMEA markets.-. Technoimpex is a_
foreign trade enterprioe which enjoys_practically a monopo=-
listic positien. The ﬁungarian production_enterprise uses
relatively few-import products“for'its“own‘produotion,'andq
_is not linked to any other Hungarian enterprise, acts inde-
pendently, Wthh’lS a gooa precondltion for 1ts cooperation
with foreign firms. ‘ R

' The Italian partners /Centrotechnica Milano SPA and '
TriuIZi/, the trading house aud the production enterprise,

are both larger than - their Hungarian partner.- .

CooperatiOn was. discussed'in detail in 19i; .This would
have involved ‘such a co- ordination of production between the
‘two firms manufacturing a similar range of products,_by which
' OVM .wduld have producad the thermoforming machine” of the

talian firm, ‘which has” a higher productivity than the Hun-

garian machine. This type of machlne would . have been manu-

W Arishens an



factured in serles by OVM for Triulzi whlch could have :u
stopped productlon.‘ror the machlne the Italian Firm

would have delivered lO ~15 per cent of the components.
Buying back 30 machlnes annually, ‘the Italian firm would
have possessed an lmportant market segment, ‘'since accordlng
to the agreement the Italian firm would have been entltled
. to sell in Italy and in Western Europe.

The establishment of the coOperation was motibated=by '

- the following consmderatlons. Trzulzi has exported various

?engineerlng products to Hungary for a-long tlme, and in or-'
der to maintaln this market 1t would have been expedrent

to find a product together with the Hungarman enterprise

' whlch 1t .can buy regularly,.tne technlcal standard of which
is- satisfactory, and which can be sold through its own
x'marketing network In the given area the machine represento'
:.a'relativeiy*high technical standard, ‘and durlng the elabo-

ration: of ‘the- cooperatlon contract the Ttalian party offeredf--f

ﬂ;'to transfer the documentatlon of the machine to make com- "

.‘petltive manufacture safe. _

) _ The Hungarianjfirms wanted to ensure their exports to
flthe industrlallzedfcountrles by the dellvery of a product
Tln whrch Hungarlan 1ndustry was already -advanced, and con-

"'~51derable business could have been transacted through af'

llttle technology transrerk lnvestment and- llttle addltlonal.

-. ‘1mports maklng use of the marketlng hetwork of rrlulzi

-r'f The negotlatrons became very protracted /5 years/, but
: tne cooperatlon contract was never 51gned The Italian rlrm

-
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T, .did not want to commlt 1tself to a commerc;al cooperatlon
:accomparylng the sharing of productlon which. would have [
involved the” commltment to. purchase a flxed quantity of
‘machines. There were also con51derable dlfferences in the
.price negotlations.;"a,*_' D R

| The deterloratmon of market condltions in Italy could
hardly have been counteracted by an advantage which the

: Hungarian party could have offered ln ezther price or
. quality. “f_ff i Lo :

_ *'As'a temporary solution'the'partnéreiaéreed that until
an'improvement'in‘business'conditioné'oCCurred"they could
proceed slowly. The suitable prototype was slowly being .
manufactured. Flnally the Hungarlan party sold 4in 1981 and |
in 1982 two machlnes each to a value hardly exceeding 100
thousand ollars. . -H?'_l“'»;_ ST



Joint marketing of gas—turbinewpower_statiOns on
. third markets L S L ' '

. FIAT TTG /Torino/ -~ GANZ FLECTRLC wonys /Budapest/,
i,TRANSELEKTRO ]Buaapest/

The cooperation consists in essence of jolﬁt dellvery
to thlrd markets, through sharlng productlon.

The Hungarlan party is an enterprise of great tradi-
tions and of a hlgh standard manufacturlng electrlc
equipment, which cooperates with well known flrms and

. today too sells numerous llcences.'

Cooperatlon between the partles ‘has been in force, '
with extensions, .since 1969. By vrrtue of the cooperatlon
agreement they -jointly - supply gas turbine power stations
to third markets. The contacts began by FIAT supplylng
: equ,gment to-a Fungarlan power station,_and the the Hun-
gar an partles requested that the Italian firm-should also
purchase from them. The partners have supplied gas turbine
.;power'stations since 1971, FIAT‘delivering the gas turbines:
and the necessary mechanlcal equlpment while the generators,

'--transformers, and the electrical equlpment belonglng to the

flatter are’ manufactured and delivered by the GANZ ELECTRIC
"'WORKS. P ' ) ' o

_Inithe“turnover of‘the works tbisibutput represents,
a_high weight ]approxiﬁately 20“/"The prodUCtS"are manu-
factured contlnuously with the most up-~t o-date technology
| -and represent a high technical standard. Between 1970 and
1974 FIAT arranged thlrd market transactlons in Turkey,
. Libya ang_Dubai /tese represeting exports amounting to ’

13



' approximately 6 million dollarc for the Hungarian party/
7_IN 1975-76" and-in 1981-82 the Hungarian party brought the
P orders . for joint execution from Finland and~ Iraq /these

?;continuing the cooperation.-

. implcmented

- R

. representing exports worth 2, 5 million dollars for the
'nungarian partyl, while between 1977 ‘and- 1981 the coope-
fration was inactive. In the same period Hungary imported _
cars and compoaentv FIAT ~and this emphaSized the need for .-

o

The motivation of FIAT is probatlﬁuthat through the

LHungarian firms it also entered markets with which it

would otherwise not be able to count Further, -as coun-

) ter»deliveries for Hungarian purchases /Kelefold power
'station, cars/ it can “import" from. Hungary while at the

same time carrying out third market exports,_since the

. power stations ‘dare’ supplied ]OlﬁtlY.:SlnCe the Hungarian
“firm is competitive in price and’ quality,'there are no

obstacles to. such cooperation. Tne,ﬁungarian firm sets the
same credit terms on third markets as the Italian.

The Hungarian party is also very interested in the
cooperation because Similarly to the Italian partner it

can export in this way to ‘new. markets which it does not -

control. The Hungarian party has also learned a. lot from
the Italian. company as to how it is pOSSible'to produce
and deliver in a system, and how a jOlnt venture can be

The market of gas turbine power stations is relatively
dynamic, espeCially-because they are relatively small and
can be erected rapidly, are energy-saving and use the most
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up- to—déte'tedhnology.—The'Huhééiiah party"ééﬁtinﬁes
.to be 1nterested in the cooperatlon, since it is
competltLVe in the supply of generators, transformers
and other electrlc equlpment, ‘and. contlnues to look
for new markets FIAT has establlshed a small separate
,organlzatlonal bureau, the-task of whlch 1ncludes also
the supply of gas turbine power stations, including the

obtention of the necessary sub-units, the seeklng ‘of

suppllers. This may cause difficulties ln;themHungarianﬁ"

-Italian_cooperation'concerning"joint déliVe;ies-

i
- -
“ - .
_
- - -
- =N
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Cooperation in the dlstrlbution of photo chemical

'\and phote—technlcal products.ﬂ

3 M Italla, Segrate /Mllano/ - Forte'*/Véc/ -
Chemollmpex /Budapest! SR o o

The cooperation agreement was conclnded in 1977
with the Italian subsidiary of;Ehe'multlnationEILCorpo—
‘ration which ha= its headquarters in the U.S. .A. There R
'is no joint product: an exohange ‘of products is lnvolved ’
1n essence a barter deal. ‘3 M Italla initiated the agree— ’ 5
ment, because it ‘had been unable to export to the Hunga- |

 ripn market. The Hungarian parties had a double interest: |
£ :st the 1mport1ng of modern photo—technical products i ﬁ

was 1nvolved “and second it was possible to pay for these

-] by exPortlng black and white films, the Hungarian exports ?

“to the Itallan market of whlch could ‘not be increased in

- any. other way. /On the Italian market. a’ quota of 40 000 !

dollars was set for importlng Hungarlan black and white
fllms/ ST , - : .- :
N ,- ) ' . | -

The cooperatlon agreement was in. force between 1977 4

'1iand 1981 havxng been extended annually from 1979, The .

Hungarlan 1mp0rt requlrements amounted to approx1mately
800 thousand dollars anpually, the Itallan 1mport requi-
rements to 400 thousand dollars. This ratio continued to

. be characterlstic of the cooperation for which lnltlallV:

S a balanced exchange of goods had been set.

' Although w1th the specxal licences obtained by 3 M
Italia, exports could be made to the Itallan market which
exceeded ‘the quota tenfold, this- was nevertheless 1nsuff1—
cient for counteractlng the hlgh Hungarian import: require-
ments. 3 M Italia stopped the nroductlon of black and white
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. and Canada; The potential eXlStS primarily in.the Middle

' case it happened that on afthird market Chemolimpex com-

films and obtained exclusive rights for selling the
Hungarian product, - N

‘ Through the 1mport the Hungarian market‘is supplied
Wlth modern colour films. It is also possible for the'

!

' Hungarian company to re~export the colour ‘films of 3°M !,
|
!

Italia, branded FORTE withthe. exceptlon of Europe, usa

|

Easto o ..‘:-.. i _’." ‘..-::- L e . - -‘ . .. . - K ‘ . _‘ . i

It happened that the foreign trade enterprise |
Chemolimpex obtaineéd from Iraq an order for a larger .

- volume of colour £films, which it was only able to satisfy
by having lt manufactured by 3 M Italia,,and Chemolimpex

delivered the film with the brand name FORTE “In another

peted against the colour film of 3 M Italia by offering ‘ ;
the same film branded FORTE Such problem, do not disturb !
the relationship between the partners, and they even often '
cooperate on various markets informing each other

-~

The Hungarian enterprise has adopted the 3 M packaging-

tec“nlque, bought a Carton-gluing machine at a favourable

price fromra subsmdiary of 3 M Italia. However, packaging
is not full ‘solved and ifrthere are- perspectivec for
larger Hungarian-exnorts, the packaging materlal is manu-
factured by 3 M Italia.. ' *

P .-

- On the initlative of 3 M from 1982 the cooperation
partner is not 1ts Italian but 1ts Swiss subsrdiary The

reason for thla is pio“ably tnat the range of acthltleS

- of 3 M Italia does not’ include distribution out31de Italy,

Whlle 1t is included 1n 3 M Zug s, actiVLty. This makes it
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-Hungarlan exnerts, and tbere ure juSuLfLEd expectations
I'rtnab the Ehpoft —‘wnlch ‘has’ al:cady rl“C; tenfold - can
. .be .increased substantially further. B

p0531ble LO ellmlnate the bottlenec of Hunga:man e"-' i

.ports. Tnc oWl =3 SUu&ldlarV has a- aDeClal lnternat¢opal {

trading d;VlalOﬂ. The Hungarlun ¢mports cont&nae to come
from 3 M italia /amouﬁtlng 1n 1982 to amprox;matelj 1
mllllon aolla;s/, -400 thouSand dollars-Wortn of Hungarian

xports go to Italy, but the-murthcr cxnorts are arranged -
by 3 M Zug. Tnls tle makes it pOS”lDle for- Hungar;an black
and whlte Illns to enter the- USA market.

The_firsﬁ transaction has_alréédy been made with the
USA/the'packagingsmaterialfhaving'been delivered by 3 M

Itali@/,--Tﬁe Huhgarian'e#perts_hope-thét'équzts to the |

'USA can reach 2 million dollars /which would cover one

tenth of the black and white film demand in the USA.

The tying of export- and import"réqqiféménﬁs to the-

subsidiary of the mu1tinatiopal cor-oration has resulted
Y

w1th1n five jears in the tenfold increzse of exports; haa

created organlzatloral opportunities for ‘entering new

markets, provides. the packaglng material needed for the

" In the opinioﬁ éf-Cheﬁoliﬁpe" .lhe prihcipal value

- of cooperatlon with=3 M has. beeﬂ ‘the creatlon of a dynamlc

‘potential :for exporu§, Inc1dentally, the -M.products are

relatively expensive. /T he. Italian pdrtner even reproached

 the Hungarlan expcrter on _h%s account./ At the same time’

the Iarge and flexible enterprise, which. has exuens¢ve

—contacts, offeLs manw advantages Lor the Hungar1a1 partner.
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Productlon of slauqhtored and choppeﬁ pre/cooled *abblt

MenOZ?l Fratelll /;orlnol - Gerecse Farm- Coopprative
/Tardosbaﬁya/, TQRINPFh /Buuaoest/

¢he cooperatlon agreeﬁent concluded for 51x vears in

1979 had seen. preceded by succes ;ful trade uetween the -

partles over Seve:al years. By v;rtue of the cooperatlon

agreement, Men0221 prate1ll dellveced fo: thé reconstruction

of the slaughter chse of’ the Gclecse Farm Cooperatlve of

Ta:dosbanya, and later.For the conetruhc1on -of a new

" slaughter-house eqqipment~at,prefE¢ent;al prlces,;mapaged

the investmenf;aadd transéeEQed'kh'%—Hoﬁ'and technology

free of char ge. Tne pcrcnase oF«mecnlnery was 1mplcmente&

on the Hungarian side oy Konplex ’orelgn trade enterpr;se.

The. imports were pald for .in cash Tbe Hungarlan party

., undertook the- dellvery of slaughcered and chOpped prer-
~cooled . rabblt.._:_fi~~” , ”"f e

Both lnvestmen_s were 1mplemented on t;me and fast.
For the reconstructlon of tne slacghtnr -house Menozz;
FrauLlll suppllea pre—coollng eculpmenc worth 40 thousand
-ndollars. The. contract for the.new slaughter~ho ouse ‘was made

in July 1981, . w1tn machlnery dellverles smounting to approxi-

mately 200 uhousand dollars. The new alaughterwhouge was

comm1551oped in Aprll 1982 " The most. modern rabbit- -slaugnter
house OL Cencrai Europe was erectea, ﬂthh—meets-tne stric-

tes; requlremcnts of anlnal hngene. Iﬁ'ipcreased production
capac1ty and nade. the productlon of'ewport goods ©ofa higher

_value posslble.fA e RECAR Qf{:.':;' 'i et



n'Tﬁdnéifcuhétéﬁbes which cr*ff;ﬁuttd'considerablﬁ |
to the SLCCCSSful rmplcmenuablo, the 1ﬁvestment were,
flrst the contlnuous wo*k of the i, lneers of Menczzi
‘Fratelli, and second tnat the farm cooperatlve has its
L own constructlon ‘team. The farm cooperablve was able to

.offer its own c0nstructlon team 1ncent1Veo for faSt and

—_— -

",precise worh ' . L::_W'. SRS T: S u"‘*.

The pre- coo’1ng technoxogy maxcs lb posaible that
‘the meat shculd be soid _wmthout any damdge, not in the
summer months wnen theré is OVLrsupply, but 2-3 montns
‘later. Since the bcginning ©f: 1980 & turnovcf of 17-18
milllOn dollars has been transacted. The new_flaughtcr~
"=house has‘a cupc+tyﬂof 3 million rabbits annually; At
present this capacity is used up'to—SO*SS'@ef cent. In

“-order to purchase 3 millicn Labb¢ts annualiv, the Tardos-~ -

banya Farm Cooperaylve must: be Very aCtlve, 51qce lt
itself does not breed’ rabbits. ;'- S
-Both~éaftﬁes't0-theféOOperatich havé'fulfilléd

'_tne r obl;qatloh_ in'-ull ﬁelther partv enuertalns ;
:1deaa of changlng the produCt .or ‘entering new markets.
Me :J‘.z1 Fratelll sells in Italy. It may later become

p0551ble £o -chop the rabb*ts whlch until now are only

ibelng slaughfered

906 of_ﬂungquan rabblt exports go. to the Ita ian
"market, and-50 per cént of these exXports are bought by
' Mn0221 Frauelll; It has obtained preemption rzghts for
- the reconStructlon of the old siaughter house, and. )
'exclusxve pre~ empulon rlgnts tor the r“bbiu meat produced

by the new- slaughter nouse.

P
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In the lougcr tern thio cooparatLOn exhausts the .
pOSSlbllltlea of- the Tardosbanya Farm Coope:atxve. Thls‘.f

_ﬂeans that w1th1n thls cwope?atlon the eadsavours of |

the Tungarian party are dlrected exclushvelj bowaras.

'Ethe!stablllzatlon of the relutlonshlp. No “world

co: ,uering"” amnltlon 6k1SuS in the cooperaulon, alt hougn
it has to be pointed out Lhat Italy is one of the biggest

'consumes in Europe. The partmcxpanus like LO work with

the Itallan partner. .; S e

: A_So~céllediﬂfabbit bu?eau“ has‘baénnestablished by

the association of several Hungarian rabbit breeders and

- TERIMPEX. The succesful activity of the Tardosbanya = -

cooperative, which has. resulted in guality -work, may

represent an example for these producers also on other
external mackets. . B ' '

-



Single general contracting on a thizrs .. rtet:

'u:establlshment of a tool~ and pIO;Ot]DE maﬁufactu*ing

factorv 1n Irdq VO!anl /Rovereto/ - TEchnoimpex -
/Budapest/ o S

i  Techn01mpex Hungarlan forelgn tradlng company
concluded a dedl thh ‘the SIEI Iragi flrm for the R
establlshment of a tool~- and orototjpe manuf acturlnq
factory The oeal was’ of a "once only" nature. The
Hungarlan enterprlse-acted-a general contractor. Thé
value of the entire ;ransactlon wasg -,/ mil]ion.dollars,
out of whlch the Hungarlan ‘party Supplled machinery
dlrectly from Hungary to the value of 2,6 million "dollars.
The Hungatlan pgrty had’ the buildings houalng the factory
bUlltlbj an ¢ta11an suo—contrachor, to the value of 2,k
PLLLLOH dollars. mhe 1ncluszon of-the sub—contractor was.
]USulfled buCnUge the Hungarlan general contractor con—~
51dered 1t more econom*cal to work w1th tnc .Eirm Volani -

whlch wab faﬂlllqr in- the marwet, than. m;th the Hungarlan"

engernrﬂses wnlch then would bave been avallab‘e. The_
contrac; was nade Ln 1978 " and the deal was coneluded

ay 1980. The It alian ;1rm supplied the-'special. mechanlcal

) and pxumblng equlpmenh at acdceptable prlceu, kept to the

terms of dellve*v and pald the Hungarlan engerpr se the

comm1551on wh¢ph WGS due to uhe latter .f'



_ Castiglione ‘/Milano/ A+T - Aprilis 4’ Englneerlng

Joint- manufacture of filter-éxchange equipment for

swimming pools

»

': Works /Naggkanlzsa/, Nikex /Budaoest/

Hungary had regular contacts with - the Itarlan
Castlgllone company over several years, buylng sw1nm1ng
pool cqulpnent from the latter. In 1580" the parties
concluded a. contract lfrom the Itallan side the Amerrcan—

—owned A+T company, the successor to Castlgllone/ The

aim of the contractual cooperatlon was- to estaollsh produc-

_tlon contacts through which-. the hancarﬂan partj may export

to. tﬁe f0re1gn partper for the puroosc of sustalnlng the

the,accustomed 1nports, and“poasibly even expandlng them.

. Under the c0ntract concltded for flve years the
Hungarlan party manufactures the flltering equloront,-
50% of the necessary components belng uupplled by the
Italian firm under tewporarj customs admission. The
further 50°'value is added by the Hungarian party /[this

"~ being polyester fllter contalners made of Hungarian basic

-materlal/, and 929% of the lelShed fllterlng eqalpment is

delivered- to the Itallan partner. The tbus reached - >unt
/i.e. one half of the value of the Lotar éellverJ

used ror the purchaae of swimming pool-equlpnent the ii.na-
facture of which in Hungary-is not- economlcal or which |
L¢6d to be- bought from- the partner earller toco. These

are chemical reeders, reolacoment parts for filtering
equ1pment, etc. As may be seen, by virtus of the agreement

to the value for whlch it suPolles filter contalners to

"~ the forelgn flrn '-_'_im" 'f 1~M_7_‘: -



_ Tne ﬁ&ch;nery needed fo* the fllterlng equlpment is '/*'
{mdae avallable to the. Aprllfs 4 Bnglnbcrlng Works by the
xﬂpartner free of charge, and consequently the export can

'be started in essence w1tpout investments. In the first
,jstage of the cooperatlon fl9dl beg1nn;ng of 19282/ imports.
were hlgher than exports, out ow;ng to .some sLackening in
the Hungarlan ;mport act1VLty the dellverlcs may soon .
" palace out. However,. thls w1ll Oﬁly reach approxxmatelj
one half of tne planned level, i e. approy1mately 300
thousand dolial 'worth ov.actual exba'“s from the Hungarlan:

"'side, and the same amount o; lmports from tﬁe forelgn fl*m.

The Hungarlun party manufaCtures thc flltcr contrainers
'ln an adeguate quallty,-and if the cooperatlon 1s successful,
it is going to deliver out of this unlt approxlmately 80%
of the full outpub to 1ts Itallan—Ameglcan partner. The
latter has a consmderable turnover 1n Europe as well as’
in the Mlddle Last." ) '

It may be COnaldeer a very flehlblc solutlon on the
Ipart of the forelgn parhner that- 1n oxder:bo enable the
,Hunqarlan party ko continue Lo lmuort from it, 1t organlzed
;té product*on 1n such a - way uhat the abOVe descrlbed
spec1allzatlo cou1é be estaollsned



'Mallfacture of constructlon machlnery ih cooperaulon

Coma Iualxa, Castel /Bologna/ - LPGEP /Badapest/,
eeNJk x /Budapest/ ;

The cobperatiohﬁwas iﬁitidted'by themﬁungarian

) partiesffoﬁjthe pufpose of developing-thc ﬁcchanization
- of the bﬁilding'industry The eooperation égrecmeﬁt was
concluded. in 1979 and expires in 1990 Among tne coope-'
”ratlon agreements 1nvest1gated Dy us this one 1s valld

. for the longest term.. -

All three_articles afe‘neufproaucts-in Hunga;y..

For“the rnufactare of'the 36 ;onnretre crane Coma

7prov1ded “the llcence. Coproauctlon has been established
In this type of crane thexe ls keen compet1t101 on the-

' world marxet. The connection has been advantageous to’
“iComa,_because through thls agreemeptalt ‘has succeeded
ineCanﬁeringee new mafkeﬁ. If'buys-back'the product, and
the;licehceefee and-cﬁrrentfimperts are covered in this
wey.' B R : - : .

’ The 12 metregecafxoldiﬁq'is a jointly cdeveloped
product, for which a_joint- team was setf up. Manufacture

has been starced., IR - L

The.ét+uctural support is‘-an Italian invention.

7Coﬁe has transferﬁed the Lnow—hov aﬁa the llcence, and.
,ehefHuﬁgarlan partner pays in gooda. 40% of the valuL o;'

e
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the product is manufactured in Hungary, GOﬁ .is 1mported
;from Italy It ‘5eems that Wlthln a’ lcw yeers thc impoxt
snare w1ll be reduced to 20*’0 per cent.‘_'

) Hungarlan exports 1n the cooperetlon conSLSt of fitted
1ron structures, which Coma can use. also ‘for lta other

'macﬁlnes. Consequently the cooperctlon had ‘an-active baLance
in 1981 and is expected to close w;th_a cons;derable export

surplus in 1982 too. - "i R

With the reductlon of Hungarlan 1nvestment act1VLty
llncllnateonl and the restriction of lmports the. situation
of this cooperatlon agreement has bccome more dlfflcult.»
Although all three products result, in consmderable ‘technical
progress in the bulldlng 1ndustry, the ﬂungarlan enterprlses
~ have no money at present for such products, “and” they are not
even able to pay for the components. In 1982 'he.cooperation
was nlt bj the 1mporc res rlctlons.,LZ;“f - '

In the opinion ox thHe foveign trade'enterptfse /Nikex/, the
~ interests llnxlng tum part1c1pants in the cooP*aclon are
_ strong enough £or tne longmtern contrac* to weather this !

period. Howover, joint actlvitj on thlrd markets may geve

an 1mpetus to this cooperatlon.. fur-"‘“ -

Accorolno to experleﬂce, leex g West German partners,
~when bu51ness s1umped 1mmec1ate iy. urged third market.
cooperatlon. But Coma-seems to ‘be slow in this respect,
although tbere would he pOaSlbllltleS for joint construc-
'-tlon and assamb’y on third markets. it may also be .taken ‘

' 1ﬁto conclderec1on that cOna is an enterprlﬂe o; the LEGA
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leftlst trade union assocratlon,'and as such -1t has

_ speclal opportunltles on thHixrd marxets, of which it

. perhaps does not make sufr1c1ent use.

leex forelgn trade enterprlse entered lnto partngr

.Shlp with the EPGEP productlon enterprise for lmplemontlng

all cooperatlon agreements of the latter. The forergn trade‘

_ enterprrse con51deru this.a good form of 1nternal coopera-l

tion, which hds proved to be efflcrent also towards fo-

-

:elgn partners.
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For .several years Western Europe was accustomed to
considering its relationship with the Third World as unre-
lated to its squrity. In 1973 the ¢il crisis raised a first
problem of security. It has been, however, the enhanced
role of the USSR in the Third World in the course of the
'70s that has forced Western Europe to loék at its relation-
ship with the Third World in an East-West security perspec-
tive. This paper comments on the impact of changing Western
ﬁuropean security perceptions on its relationship with the

Third Worid.

* *

The moest striking change during these last yéars has
been in the central strategic ’balance of forces. Whereas
the afgument for a Soviet conventional superiority may even
be challenged, as for nuclear capacities nobody doubts the
eXistence of a parity situation. It is true that the reach
and significance in military terms of such a parity has not
yet been clarified-in every detail- and implication. How-
ever, its 1impact on percegtions has been far-reaching and
is at the root of the Alliance's present malaise,.

Nuclear parity has put into question the Alliance's
ability to deter a Soviet attack on Western Europe. The
NATO doctrine rests on the theory that the Scviets would
never risk attacking Western Eurcpe since the United States
would be able to threaten the Soviet while keeping its
national deterrenée‘intact. This is no longer true, for an
American nuclear reaction to a successful invasion of Wes-
tern Europe would expose the USA itself to an effective
Scviet nuclear response. This is not likely to be accepted

either by the American people or by the US President. As a
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result, the Alliance's real posture 1is affected by feelings
of a decoupling of Western‘Europe and the United States.
In other words the Americans are not likely to -use their
nuclear c¢apacity to defend Western Europe because the nu-
clear'parity attained by the Soviets deter them from'doing

S0.

A tentative Alliance's response te such a risk of de-
coupling has been the decision to deploy the LRTNFs in Eur-
ope. Is this the right response to that risk? The fact that
such a decision was proposed as a reacticn to a single mod-
ernization - the észos - of‘the Soviet arsenal has misled
the Western debate. True, the LRTNFs are an atftempt at keep-
ing the Western defence integrated against the overall So-
viet nuclear build-up - which amcng other things includes
the 85-20s as well. Provided that the LRTNFs are actually
and timely deployed, will they ensure the integration of
the Westefn security system? There is not a straight answer
to this question. For the time being, LRTﬁFs are too few to
be a credible deterrent and responsibility for their use
rests on the Americans. Their role within the Western
defense is not so clear as to really avoid any feeling of
decoupling. It is a weak response to the deéoupling issue.
What about their possiblé evolution? Were the - European
LRTNFs more or iess to become an effective deterrent, they
would keep the Soviets at a distance irrespective of the
credibility of the American deterrent. This means that the
deployment ¢f a European theater deterrence would beccme a
way of keeping the Alliance formally united while dividing
decisions and requnsibility: a more or less covert way of
practising decoupling, if not an overt way of remaking the

Alliance (1). Cn the other hand, if the LRTNFs were
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to prove ineffective, Soviet decisions would depenc on the
credibility of the American deterrent. Were the Soviets to
perceive the Americans as unwilling to expose themselves to
a nuclear strike in order to defend the Europeans, the
inter-Atlantic decoupling would again emerge despite any
LRTNFs deployment. On the whele, LRTNFs seem toc be a very
ambiguous response to the challenge that nuclear parity has
issued to the Alliance, because they either do not avert
decoupling or they actually enforce it.

Significant conventional rearmament would be a further
option open to the Europeans.(Q). It would make 1t more
expensive for the Soviets to check the effective working of
the American deferrént as a reaction to a conventional
attack.on Western Eurcope. In this sense it would work as a
detterent itself. Mevertheless, a conventionally strong Eur-
ope is not a sufficient condition to eliminate decoupling
from the Alliance. It would not affect the American willing-
ness to deliver its nuclear response whenever required.
One has also to point out that a 'Wgstern Europe with a
strong conventional capacity may well induce the Soviets to
escalate their attack to the nuclear level from the begin-
ning. Due to itsrnuclear nature a Soviet attack against a
conventionally strong Europe will not change the US basic
attitude towards its own involvement in the conflict.

The decoubling basically brought about by the c¢hange
in the glcbal strategic balance requires a more diffuse
responsibility within the Alliance. All we have said so far
makes it clear that in the new framewcrk a nuclear and/ or
conventional deterrent should in any case be cwned by the

Europeans. A wider diffusion of military decisicn-making
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within the Alliance, on the other hand, does not necessarily
mean the end of the Alliance's unity nor of its effective-
ness. Quite on the contrary, it would give back to the Alli-
ance 1its strength by eliminating a factor of unsolvable
political dispute. The remaking of NATO's doctrine - if
any - may follow. The reality, however, is that the Eurc-
peans do-not seem willing to take up the challenge of this
wider power diffusion. As fér the building-up of an ade-
quate conventional force of defence, the necessary gconcmic
and social cost has already been ruled out. As for the set-
ting up of a European theater deterrent, its significance
has been dangerously downgraded by the very European initia-
tive of linking its deployment to the new arms control nego-
tiations in Geneva. This gives the Soviets an amazing say
on-European nuclear modernization. Finally, nobody - with
the still unclear exceptiocn of the new French government
- 1s asking for changes in the Alliance. What is true is
fhat the feeling of decoupling created by the new global
balance of power 1s reinforcing factors of decoupling al-
ready at work within European politics. We have to mentibn
three main factors.

First of all, the fighting of a war, either nuclear
or conventional, 6n European soil is considered unaccept-
able. The experience of the Second World War, the Eurcpean
population density and thé awareness of the destructive
power of the new weapons make every Eurcpean simply rule
cut war as an option. The cornerstone of European security
policy 1is that war cannct be considered either an option
or a possible cccurrence. That this is the mainstay cf the

European security conception is not new. At the time of
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the Ameriéan nuclear superiority, however, the occurrence
of a war on Western European sc¢il was basically played down
because the Zuropeans trusted the Americéns deterrent. Now
that a "limited" war, either at a nuclear and conventional
level, on the Cld Continent is a possibility, the Eurcpean
strategy of avoiding war is becoming unveiled. This ex-
plains the absence of European pressures and proposals for
changes in the Alliance. Whatever the change, while it
would never bring back the American deterrént, is supposed
to set a more precise European respensibility on the groun&
of its conventional and/or nuclear power. Since this would
openly imply that a EZuropean "limited" war is possible, no
claim of changing the Alliance is made.

As a consequence ¢f the coming up ¢f this basic Euro-
pean’ security strategy one has to stress the fact that de-
coupling becomes a self-reinforcing process: the failure of
the American power produces a decoupling towards the Euro-
peans; a posture of decoupling is then adopted by the
‘Europeans with the aim of avoiding the risk of gettiﬁg in-
volved with a power. which 1is declining. Though it 1is made
less visible by the weight and complexity of the political
and institutional Atlantic relations, the European reaction
is not substantialiy different from that of the Saudis after
the fall of the Shah. As noted by Robert Tucker (3), the
Saudis cannot accept the American military presence they
wish in the CGulf, for they feel that the USA is unable to
guarantee 1its regional presence at the global level. In
these circumstances a local American military presence
would only bring about external wvulnerability and domestic
instability to the Saudis without offsetting it with a last

resort guarantee. The difference with the Saudis lies in
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the nature of the security which is searched for: Whereas
the Saudis are seeking to secure their wealth and bower,
the Europeans by avoiding a war they perceive as ultimate,
" wish to secure their basic civilized existence. In the eyes
of any allied country, hcowever, the US cannot help shift-
ing from a role of security source to one of almest inse-
curity, as soon as its power is perceived as declining.

The second factor affecting European politics is the
Eurcpean countries' inability to unite. It is clear that
the individual European countries are unable to defend them-
selves frém any Soviet threat. On the other hand, Western
Europe has failed to set‘up an integrated system ¢of defence.
As long as the American nuclear deterrence worked, the
flexible response doctrine has given the European countries
a sense of security even though they continued to be dis-
united. Now that the American deterrent has been under-
mined, the Eurcopean countries' inability to defend them-
selves cannoct be concealed. For this reason, cne would ex-
pect a new and major Eurcpean effort to unite. Fbr a
strengthening of Western Europe's institutions and the pool-
ing of its resources would make available the econcmic
means to build up a credible European nuclear and/or conQ
ventional déterreﬁt. What is more it would allow for a wider
diffusion of power and responsibility within the Alliance
which - as we noted - may be the way out of the present
crisis. Unfortunately the European countries far from under-
taking this effort, are fragmented as never before.

Pierre Lellouche (4) wonders why the Eurcpeans are not
pushing for a change in an Alliance which is supposedly not
giving them the security they need. Besides the explana-

tions he gives, one has to add that they do not ask for
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this change because if they did they would consequently
have to unite. For only if they unite would they be able to
take ub the wider responsibilities implicit in the Al-

liance's change.

In these circumstances one may wonder what is the mean-

ing of the European countries' continuing reliance on the
Alliance. Since'the flexible response cannot work’anymore
and the Europeans have failed to revitalize the Alliance by
integrating themselves, NATO is becoming more and . more a
set of barely ccordinated bilateral relationships. Percep-
tion of the European‘rqle within the Alliance is.there-
fore changing in both the American and'European eyes. From
active contributors to the common defence, Europeans are
becoming beneficiaries of an external defence guarantee.
The Americans perceive the Eurcpeans as peocople demanding
protection (and quite naturally are gquestioning the limits
of that protection), whereas the Europeans simply expect an
American support under NATO's label. In this sense, the
European countries' inability to unite' is a factor which
reinforces the decoupling spfinging from the change in the
central balance of power.

This military asymmetry, on the cther hand, is not
without political conseguences. Turned into an external
military guarantee, the' Alliance beccomes an assurance %o
the European non-military policies of security (economic
cooperation, arms control, détente) at the regicnal level,
which are the basic elements of the avoidance of war stra-
tegy which we talked about some paragraphs before. Here
again we come to see how close the European politiics is
getting tc that of the Third World countries. As in the

case of these countries, any alliance is bidimensicnal for
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it will be part of a global gear from the point of view of
the superpower, whereas ;t is the under-pinning c¢f local
policies from the point-of view ¢of the regional countries.

. The third facter at work is the German issue. The con-
struction of a European federation was ftc be for all Euro-
pean peoples the way cut of nationzlism., For Western Ger-
many it was to be the alternative tc the reunification of
- the German nation. Neither the federalist doctrines nor the
European common institutions have grown so much as to
represent the necessary alternative to the German nation.
Nevertheless, the Federal Republic of Germany has not evol-
ved a new nationalism. Its policy has been that of leaving
the ‘reunification option c¢pen in the long run. For this

reason the FRG has never set in motion a national reunifi-

cation policy nor any other nationalistic policies. Rather,

any policy set in meotion has been designed to produce and
promote such an internaticnal environment as to Keep open
its long term reunification option. In this frame détente
with its paraphernalia (arms control, econoﬁic cooperation,
etc.) has become . the most important component of German
international policy. As long as there has been a USA-UESSR
détente at the global level, the management of a regiocnal
détente in Centrai Europe was not to cause any fundamental
problem. Now that the global détente is failing, aleong with
détente in‘such crucial areas as Southwestern Asia, there
is a problem of consistency between both the perceptions
and security interests of Americans and Germans. On the
other hand, one has to underline that divisibility of dé-
tente 1is shared by other European countries for reasons

ranging from domestic constraints, to eccnomic pressures,
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to differing gebpolitical perceptions. Like the factors
already discussed, the European claim that détente is divis-
ible is bound to affect the decoupling trend opened by the
change in the central balance. For the interpretation of
the Alliance in strictly regional terms cannct. allow the
survival of a relationship which is supposed to be of a
special nature between the USA and Western Europe.

To grasp the full scope of European security percep-
tions cone must also bear in mind the fundamental European
dependence on trade and raw material imports, particularly
oil. The international eéonomic order assured by the Ameri-
can power and the safe and cheap flow of o0il taken home by
the American companies until the beginning ocf the '70s, led
the Europeans to endorse their dependence on the USA both
for trade and raw material supplies. The decliné of Ameri-
can power and the profound changes undergone by the interna-
tional o0il market have forced the Europeans fto envisage a
larger concept of dependence, namely not only on the USA
but on the entire world. Fecr iIn the absence of a last
single resort guarantee the tyﬁical insurance against a
risk is that of spreading as much as possible both supply
and demand. It is not by chance that this is the foundation
of the Eurocurrency markets, where a last resort guarantee
(a central bpank) is missing and consequently the risk is
curtailed by spreading 1loans supply and keeping zalive a
substantial amount of loans demand. Likewise the Europeans
on the one hand have tried to strengthen Third World and
Socialist countries as trade partners in order to enlarge
and diversify demand and, on the other, have begun fc diver-
sify the pattern of their suppliers of raw materials - par-
ticularly energy materials - by developing relations witl;x

the Soviet Union and gas imports.
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Supply security, therefore, is based on policies which
bring about a declining relationship with the United States
and, conversely, a growing relationship with other partners
including the USSR. Although this factor is not of a strict-
ly military nature, on a strategic ground here.again one
can notice an aspect of the Eurcamerican decoupling spring-
ing from the change in the overall balance of power.

On the whole the factors discussed so far shed light
on a European security perception of growing regional char-
acter, based on non-military policies and designed to keep
non-conflictual relaticns with the USSR: This new overall
security concept has a number of important ccnsedquences on
the Western European posture towards the Third World coun-
tries:

a) The overwhelming goal of keeping non-conflictual rela-
ticng with the USSR forces the Europeans to zadopt the
concept of divisibility of détente. Consequently they
are leaning more and more towards gither swallowing any
Soviet aggressive moves in the Third World - with some
remarkable exceptions of France in Africa - or to play
down 1its importance. This amounts to saying that the
zuropean posture towards the Third World on the poli-
tical "and military ground 1is ceonsiderably determined by

its Central-Eurcpean relation with the Soviet Union.

b) A first corollary of this crucial consgtraint on the Euro-
pean policy towards Third Worldé countries is that Europe
is showing an increasing propensity to envisage a posi-
tive and cooperative role of the Soviet Union in the
Third World. The European dissatisfaction ftowards the

Camp David process has been, among other things, alsc
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an ackowledgement that ﬁblitical settlement in the Mid-
dle East might include the USSR. On the other hand, pro-
posals as groundless as that of giving the Europeans
a guarantee on the o0il flow from the Gulf (5), do reveal
how aware the Scoviets are of the European security per-
ception and are a means of encouraging the Europeans
to think of the USSR as a cooperative partner within
the framework of insecure industrialized Third World
supply relations;
A second corcllary is that Europe is inclined to encour-
age a certain compefition between Tbird.World and Social-
ist‘ countries 1in order to obtain economic advantages
and most of all security. This explains the European
energy import pclicies - as we have already noticed -
but zlso Eurcpean soft financial policies. This competi-
tion prevents a larger flow of European resources from
going to the Third World countries. From the point of
view of the Ioﬁg term commercial European interest,lthis
diversion is detrimental. On the other hand, one hés

te admit that, regarding both o0il and money, the Third

World countries do not appear as safe as the Socialist®

countries.
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The XKAVI'® Congress of the OPSU has dravn stbention to the

need for’ -an ln—dbpth and m.utua1 study of ihe exgerlén;e" pained
by the individual CMDA ceunorles in th runnlng of their differ- g
ring economic mapdpemeﬁt systens., Sheaklnc on the - XKKVI“h Session
oT the CHEA held. in Budapest 1n 1932 Premier N lehonov re- sta—
ted, that even thc Us SR, the courntry with tne 10n rest higtory: I
and rlcneSo'echrlenqe_oz The plannea economy is positively in~-
terested not onl¥y iﬁ‘the'passivé study but also. in The practical
implementation of efficisnt managemernt-soluticns, worked out in |
other fraternal coururles.*’/ Hungarizn economists = as it_is
documented by a volumlﬁous i ueraturﬂ on tﬂe SUDJECU -~ have
aWways pald great abtention £0 the caanéec Lnnmanagement prac—
tice in other CMEA states -and nowddays theres cl a vrow1ng 1qte—
rest in this respect. In order toﬂfacxlltate beguer nutual under-L
- standing, of. each other’s problemo-” try to outline within the
llmlub ¢ " a few pazes the majer zeauurec of_bonuemnorary changes
in the Hun@arlanreconomlc nechanisn, In traeating fhlsfsuoaect I
use the COrCEDT of economic mechsanmism in The vlaagfsense, as 1t F
has becone conventlonal drn. hunbarﬁaq economlc;lluerature.The
Yerm embraces the Dla-uAn AnSulCKblOﬁal,. “wahizational, and
financial TGMHTaUOTY sycte 1S qs weLl as Iorial and informal re-
lathﬁSthS among sconomic nagement units ara the actual way
-of functioning C of the economy as a whole /1nclud1n? “enav1oural‘ i
norms and forms éf'eﬁﬁerppenehrsh‘“f' In the foldowing I 'shall '
corfine myself'to econbmﬁc man aﬁemenu probTems, while & fall
-anelysis of”thezecohomig ollcy Dack~round coula bc a topis af
. a separabte Arvicle. ' S
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Jiu hés Been proved in real life-that‘é'obci"Jist gconomy can
. be manag ed without the systematic uhe of, mdndatorv paon Parorohs .

in fadt, iswulng ‘obligations: as ‘an excwL on rabher as a rule
,nao not uﬂdermlnea the L@adln;-fOlv oz-un° GOﬂmunlst,Party. !

"The baclcaily indirect syst of CunOﬂlG manavﬁment relying

hés‘p oved to. bé a viable zlternative
to tbe trudltlondl directive plannlng_bystem. : ;

t . . :‘ -

The-study of the plaL—chaal figures- -of five medLum—term plans

G}-

‘on enter prlse ini atlv

:Wn Huﬂuary br ings us to the conclusion tn%t the more the p&én”
contained aetaLTGd mdpda*ory targ etu; tnegﬁldar were ‘the diver—'
o Func;es Trom the volicy prlorltTCS - and &lso from Tl ecomﬁ&loom
_frlly‘b“escrlboa'=nd1yatows - uf he F¢vc Year “lan¢ The - -
1ifth ﬁlve Iuar PWap /1970*80/ had to- e muﬂl_leﬂ in December
1978, in aCCOIdanCe with . the cnanged COHdlu’OﬂS of Capltailot
and also SOCLaIlSt world markets, but 1n my view - it would
ﬁhaVc Deen a s¢mu11ctlc approacb5 o-ﬁacroecoﬁomlc blannlng Af |
the eaderahlp oz tnc coun try haa noL “G&Qu@& %o the .cunulative-
1y aetorloratln bal nﬁé of pdyment -'uuzmlon, 3 'trlﬂ-tx
'ndmc OL tnc’PkL Lence of 8 medium—teru plin document. Trom 1979
on = as 1n G QChObJOVmKLm - rcgtonln '¢orehbn egcononlic equilib-
I"'u.ﬂ took preccacnce OVer rov. Ch dypamlcs : '-aaherence ~to The
targets of a medi um~ Seri’ y¢a‘ whoge undg:iyimg precondlti Ons
nave dramabd ically” chang ed. Increasei-embhggis ox the economic
“eform made. 1% DOCS’bl ,- That the abtﬁal deveiqpment of tThe -
Hangarlan ecoqomy QhﬁAQC'197 1982 was in broadﬂlinés in accor-
dance with the new eyonaml ‘policy prlorltlcs,-éetFin 1978,
and the Lndebtednesc of the coun;rj bOgan 1o ée”reaoe both
gainst CHEA and ﬂestern aﬁupe“s, In nlslsense, tnb planned
character cf €the ﬂnagarlun eConuLy bas beepctrenbu engéof

The concept of: mdcroe CD-Oﬂl p}annlpw_lvsp¢ﬁ bas arsoe been

'p, !

brouht intoe Llnc Nltﬂ pﬁeSen*‘ ay lzt“csa lr %uﬂgacj most
economists Charb;hc point ‘made by Cuzech oslogqi M;nlSuer of
Finances Lecpold Ler, that Sctulnﬁ Tl carbeoc fixed unchanged

© T s
TOI five years would nov be ln Qccoraanﬁ with the realities

*7/

of our dqy,o Thet is.why in Huxn garj —~ as{in Czechoslcvakia -

ancpen plan” has teen worked out for 1981-85: In Hungary it



MEANS , *hat-econOmic_mapa““mevt uv" ans ng’ lO1ver bcese fo“ The
unconditional fu11&¢lwent or-qaan iﬁ&ulve planhuaruct - Very
few of them ig 11;58d 1n the medlumﬁt*ra plan for 1981-85 -
and the decision on come m 30“ qpest¢ons ﬁas dellbe rately been
postooned to the yvears of 1983 and- 1984 l|/“hls way' Hupgavian
:planners try to aveid mlsfakes mhde in-the earller periods,
when decisions /taken often 1n phy51ca7 rather than in value
form/ of the flrst year/s/ of thz plan oVuractermlned develop-
ments. of the last years of the plan nerlod not-leaving suffi-~
clent- Toom for manoevre in aadu5u$ng “to th e cha4b1n¢ circunstan-—

ccs.' S ‘ R -

t hhs to be added however, :hau~thls truly pr1n01paL change in
“approcach - to. macroecono‘ ic planning could nbt ¢ully be relized in
1979~ ?981 Ama¢y51s OI Flna;c;ai ¢LOWS7/rnalcates, that central
development proévammes szch as for coal—mlnln for pharmaceu-
_ticéls{"for 1n3ermed+ary prcduots, for CCOTOﬁlVlﬂF eperﬂy -tagi-
calLy'stlll_thk precedence over considerabions of szﬂcleﬁcy

and also over rules of rormatlve ;1namclalrreguldb10n..4or ing=~-
tance, une credlu plan for 1982 Nao ln OO%-pre~doterm1ned by in-~
kind dec1s;ons, Lormulatlag or_suemalna &1rect1y from - central

deveIOpmen prlorltles.

Chanees in he 1nst1uut¢0ual ard o aulopal bystema

g e Lo
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One of the contradlctloﬁs of the réfommed'Hungariaﬁ econonic
management stuem was. that wnlic changing the fole and means
of planning ane also of Tirancial revulatlon ‘‘‘‘‘ ‘it~ teft the or-
sanizational-instiy utlopal system uralucred Tne preservance of

=

an overcentrallzea organlz tional bystcm of nrter;_ﬂses -~ broushv
about oy'tho necds of the then existing direow;ve planning
sysbem in 1962-64 ~ as woll ds the unchanged institus’ ns and

paxsunul of Lhe sedtoral minizteriol ;upciVi‘ion'hau LEeCcomne &

major constraint. on the economié reform’ 1+s 1f, While the so-cal..:
”comnuua+1on iat@r'ai“" of vhe Patlon 1 economicfblan'# as well

Tt . .
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d@rdlng to 1uw,"oraﬁcb
mlplstrles and roolonaL organs. kept- on ?:1{ "jf,. preszing

4

as the plan itéélff:"“*'n&t obliratorj &

enbcrprlsct to, adau t thel& acthlEWC a@cofdlnb To thusc 1;bu 1!
rather - %ﬁan Lo murkct Slgndls all over tbc eeventlc .. The _ . dne ’
herent Droblems of sertoral conbTol - kuOWﬁJfTOﬂ the “Soviet eco=
nomic ‘literaturs as . uzkovedomstvezng podh@é" orfﬁarfcw.depar*w
mentalism - kept on- emstlnO ar.C. was & :ago% factor of cyclilical.
‘overinvestments in 1971- 72,&5 q@ll as in L°/7 -78, contribﬁting
sign 1flcantly to tne_rrow1n indebtedness o; ‘the country. -

m . * -'1
Among- othe+ facuora these dtvelopmerto motzbatca the QeClSlOL to

merge three major 1ndustr1a; m1r15ur1es 1n 1980 1nto 2 single-
Hinistry for Lﬂdhctrgu_ Tnig = in fact. - WaSq; step, orlﬂlrally

planned for ¢966-705 ut uheﬂ.DOSuponCd and; nevcr-;ea}lzed during
the seventLes. nowevc¢ this stép L0110N° fram:ﬁhé'vefykldgid.of

the indirect sySUem of ‘econonic mana*emznu, Sipce phjﬁical planning
|

regquires increasingly detailed sbe01flcatlon of - uaaKs, 1% results

- as shown by aconomlc history QYLP“l‘uuL - inh-a &row1ng runber

of economic manabeuen+ orbunsé in monetafléod decentralized
systen nowever, since yrof toig. uhe s0le’ subCess indicator in

.the competitive sphere ‘there-is no’ neea‘_pa distinguish betmeen
light and heavy /or .any other/ 1ndustrles;22{ Cqﬁséquenzly the
maintahance‘bf'%he'branch ministries wasg truly Superfluous already
in the sgvéﬁties, and the merger of the;ﬁ”ﬂﬁduStrial branches is
going To be IOLLOWOd - dCLC“dlﬂg tTo curr enc uldﬂo - by CTher mer-
gers of . state Farabemenu organs., One obv10u§ 30551b1L1ty would be
“the merger of Ene twe Srade mini str1es, txg other would be a
centrailzatlop of the. thiee ;%farate org ané dCallng w1th D“ooleis
of 1xn cone—regulaﬁlon /blhlSLTj oi thancms| - nThe xrlce Office
and The Wages and u&oour Uflﬂce/ step by ep 1puo onc state OXLan,
- +Bhe bankln 'Lysten neeas more 1ndbbé denue o the one hand
and a thD”uubh decgrbrallzat¢on on,une otaer,‘clnce lts current
structuré’ Sulll re¢1euts the l;“ deve oymeﬁto and needs of an

4,-um@ﬂc.f,

gl
earlier perlod wnen ‘the chief *he banik was supervision.

The conbral bark aﬁd uhe comaor01al bank i&pcplopu uhould also

— T . -

be organlzatlcnally ﬁeﬁaratgd



to the pracvive of deteiled supervision of

Untlll these ;ar~rﬁach1n& pl"ﬁs}of'ﬂlfjlﬁh'f“insti tlonal change!

materlallae, nowever, the rlétry ki Ipaustry Has Ho

function among otheér —‘asua¢lj t“aalujbnaliv or anlzed - manage-
mpnt-orgaﬁ*zations. As @ result,. for the uimc ‘béing - it had to
adaust itself to %the mangwement uty;e of *‘bse, ana‘; ox cource—
to the experlonce of 1ts cwn personel, recxultea crlefly from

une rarks of the Lormer branuh m1n15ur¢es,-wno are ~accustoned

-

'ntegpclse activity,

At present the contradxculon beuween the t' ute,'otrQCUu;e and

aims of the Ministry of lqdustvy oa theé - one band and the prsac-—
tlcaT cirsumstances it is uurrenzly functlonlnv in on the other
hand seéms to have been brana_;crlly,salvad in & WaY . that re-

A
qembles_more to the old gectoral ministries tnaq to tbe new sta-
: T

tute and to the new 71nb o= -:;1nking. .-»jtj: SR
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Daynto-day "market- supcrvmu_Oﬁ”'nus oebome tﬂe JOD of the Nati~

onal.Price Board- /aWthpagh 1n theory it seema Oue5uloraolb, whet-

her the supervision. of cerrect market oehavmour ‘cdn usefully te .
made of a JOb .of ‘a state- orwan, ratngr than'bhat oi the ‘economic
dud101a£y, especLall 11 thls urgdﬂiﬁ otner mador field of ac~-
Tivity uhan ant¢—trust ulatlenf Thc r0¢e of the Price Office
hag been 31gplflcantly e_hancea by the Iact that 1t adm1nls+e“s
the new price sySUem of 1980/see'ldter/ Beyond this and market
supervigion it alSO acts as a- Wauchdog agalnst tbose attalnlng

unjustified proflts or braklng uhe ceptrally set ru1es of price-~
Feoy s

calcu1atlon. Lo ) . Sl

- .. . : : - g
Crowihg bakance of payments dlfflcultlos an& la glﬂu addustmenu
processes rlnened the 1dea 01 cveaulng a UWO"C*@r *overnmenual

control system over. the.economy. it is tne utate lannlnr Com—

“ission whlch arrives at prlnClpal dec1glop5, whereas the Hco-
nomic Coml swon of the Council of M1nlbber “looks after day-to-
day problems, The Lconomlc Comission - qeaaedloy the dynamic
Deputy Premier Jézsef Marjal - has the rlgnt ﬁd supervise any

-

+0f course,  consumer ueienilzg orgdnizatibn; representatives of-
inGustrial iaterests/ds the Chamber of Commerce/ as well. as
state quality control institutidns can be 1nctramentaL in inil-
tiating 3ua¢01ary actions against unfair competlulou.pee /27/



external or_intu;;al economlc UwobLem 1t feels woruhy of, ard
can.in fact brd"ilLo' ake. certain: short-térm steps in order to
-golve it. This was thcught to be nete ssary, necause it was fcurﬁ
that 1n some cases 1* Was- ma n_y 1ntcr-m1n1§ter1dl 1rert1a and

bureaucratic proceduLes thau hlndered qalck*aﬁd LleY1ble
" adjustiment to cxternal dist arbances. ' _;u1ﬁ1*P'
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It is also the head- of tpe bconomlc uOHlSLlon w&o ‘has the rlgnt
tTo cunervlse those ﬂmooruurgsur1c310ns 'wblcn had to e 1mposed
because of balance of vdevnts alfflcultles.. WorseuLng dig—
c;pllnef in’ ¢upp11us**rom CMEA paruﬁers - whlch was a targed

z.
of crltlclsm on the Budspest Ses sion.of CHEA by the Hunbarmanl &/

21/Prem1ers - made 1ncv1tab¢e to &ureqmthen

and zechoslovak
central - governmepu level - supervL51en ‘6f the timing and ful-:
£i1lnent of dellverles ‘and ‘counter aellverles to and from CMEA-
pqruﬂers. Tnls Is qlso being . los ced aTteL oy the TJ‘c;onom:t.c: Conis~
siocn. in the meantlmu, it ig the Staue Plannlﬂ" Coml sion which
epprdves Acentral deve?o““3tt ?rogrammes a8, Well as decide on
the Tav e B2 uand the IGSu uring prograﬁme of notorlouslj un-
rofit ble coppanles.__;;' L AR N

In tne unterprlse 'ﬁhere fifst steps. Wéré'ﬁAdé to ‘discontinue
the economxcally unaust1¢1ea, overceptra11Zedaenuerprlse struc-—-
tu%e,_Some large euterprlsss nave been dlsmembered aome plants
have /agaln/ become,' ﬁdeoenaent_ecoromlc unlts. “urthermore
several hor;aontal Lruetc bave been.dl bolved /such as 1n the
production of canned food and of- C*of‘c drlhﬁb/ In other cases
central bodies of former trusts lOSb theﬂr power to reg roup
financial fupcc of epterprlses, and contlnue to exist ‘as tech-
nical servicing or markétin ¢ centers btlll in obher large
/nationak, mul i-firm/ "enuernzlses" int a~ente:grlse cost-
aocoua*xnﬂ/Khozraschot/'has been SUren thened 'and”the right

£0 comnensate losscc of one plant at the expense of the otneru

has baen circuns c;nbrﬂ dﬁd Limited, ',\m,ﬂ_ﬁfg

R T
+In 8 pr moer, 1085 tho Tunuarlan Gove271ent GJfchally nOtlfl&u
GATT signatories of “he impos Ltlon of guan?lb%blve resbrlct¢ono

on imports. . S e SR : S



-Acéo;&;h@”td"the sutumn, 1982 OLflC*al 1os sition of the Govern-—

'-7mént;-ah T0- 3¢du trial -associfitions can only funchion as
experimental unibs. It seec: Tritaili, That'T qglr'curgunt -
ber of & will not ircres e TiRL iwdd, ecause it has been cor-
rec*ly sq0*m“bV‘tﬁejez;e:1éhée Qf_u“cAr'functlo_ingg/ that

‘they . are shapfd co uirerents ¢f a. dlIIerenu - viz. direc—
Ctive - Eanacemenu co cqpt oz agrlOaLbUfe, th qn the one. ex¢stlnu
in Hungary, it 15 not neceasary to ofuve, that their present

- right to regroup Iln ﬁCidL funds of the nmmoer—cooperatlves

;—/the extbps¢on of wh 1ch ‘isadvecated oy" Me* ut or c1ted undex
o is Jjust ab co“u:a o7 'ﬁhe;sp;rit and log?c OL the indirect
model of plan-oaﬁgu-n“.a eent) ad it'W&s in the’ case of in-
dustrial trusts, -discussed above, P
In fact, it was in agriculture where'fromﬁthe late 1950°s on

small
well as of different owner hlﬁ—cabuborléﬂ could be observed.,

the virtually ozganlc—coeXLSueﬁce of - ard lar e Plrnu as

Auxilliary industrial activities oL;agr;culuu¢al;enterprlses

has become very significant. In 1978-for instance 94 per cent
.of ‘all stabe farms and 83,4 per.qentiof‘all'agricultural CoOp—

etatives-were>en@aﬁed in some. forﬁ'of induétrial activity, with

-,
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vertlcal ex uenSlOn of a?ricultura-

"*ty.z/”ha other npn o WEE an apswer to The sLuggl ad-
;eﬁt-of overcent lli“d ig”ugtry‘uunohe demands of agri-

Lre/ln snare pqrts, ln 're nts etc/ ana al ;0 of the
oopu‘atlon. AMYlll¢ry 1ndustr1al act1v1t1es of awrlcuitu“ai
unlts . have-oecome the’ nuulcus of tne carrently spreaalng new

forms . OL small sca?e cnterpreneu sa1p. .
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-Several factors have motlvated the num“arlan.Governmenr when
opting for thls solutlon,f Ce T o - a
1. There is gomnw to be a’ serlous shortage of centrally alloca—
ted funds to meet .. - _.. a large por%lon of 5001a11y Jus~
tified needs, as "in the flrst ‘half of the l980’s Hungary is
in a. pnrlod of cuttwng 1nve5umerts. Espec1ally in the sphere
_o; sexvices tnére seens to be no other way of satlsfylng sol-
vent emand than- th*ouWh “the mobﬂllzaulon of the savmnWs and I
also of the initiative OI the populatlon. '
2e There seems to be no- other way of helplﬁoffhgfba51c ills
of large state enterprlse " This is true- "externally" i.e, from
the p01nt of view of supply of the larve erterprlse with spare
‘parts and’ also' 1nternally“ gince current./levelling/ wage
regulatlon make, it v1rtu lly 1mp0551ole for tbem to.organize ’
“within their gates overtlme wo?h,vnaégx ‘ bruseﬁsonal demand,
-repalrments etc. By creatlnv "economlc aa5001atlons" W1th1n the
firm; labcurers can flnd extra earnlng thEough work in their
.own,prof9581o“, even in thblr own workplace, whereas the enter-
~ prise car pay ez*ra zor additional work and can thus free itself
;from very’ expen31ve external sources /Whlch —~ &5p. 1n the sphere
of repairmerts - is often not available a% all/. | '
3.In a- Derle of falllng real. Wages salarleo can be. used as an
1ncent1Ve only if there ls a poo51bllﬁty to snend 1t accordlng
- to the needs and tastes of individuals., . T
4 In a perlod of budget-cuts and decreased 1ndustr1al emﬁloyment
© with thlnklng emnloyment pOSS¢blllule° 1n éducatlonal, regearch
‘1nst¢tutes and also with very slowly lmprov1qg carreer prospects
in irndustrial and oudSEuary mamoot Torganlzatlons, one way of
'ut¢llzlng pent—uo energles of young peonle ig to make it p0551ble
'ffor them to try. and make thei r own 1n1t1at£ve at thelr own risk,
;but also fOr thelr OWIY rewar One way of speealnw up the inno~
.»fvaulOﬂ.PrOCESS “is to let 1nnovauors to try to produce 1U them—“:

selﬁés. o - . BET - I o o {

Emery ercefof amall scalc GﬂLePyIGPEUPthp mlght dmveru some of
Lhe mo +t 1nduﬂfr10as poonle away from larse uconomlc unLLg How-

evorr tuxu al o has ‘its- poultlve 1mpact, olnue it 1nduces large

+Apart Trol the practlcaL experience proved . manifolded in .recent
years thal in Seerces dlseconomles rauhef than economles of
scale eflst ' . S _ : . . <

i
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economic units to become more competitive. . Por.inetance, to
dlfferentlaue accordlnb to” Dcrrormanee, to Uromote according
to mer1+ocracy, rather thai according to onher criteria, to

lay off- inefficient. laoourers in order to be” able to pay extra

for tne best Derformers, and - 1ast bat not least -~ change

fuhelr present utterly CODS@TVathG 1nuerral manaeement struc-

ture and persorel policy, Whlch resulted that ln 1980 in Hungary
among the upper and mladle mana gement the shere of those posess—

-'1ngo a unlveretty dearee _accounted only for one thm;d, .-

whereas L. from urlverelty @raduates only 15 6" per cent was in

bn RN
some form 0¢—manager1al p051tlon‘ 5/ ;-h,_,; f;

It has- tv e added however, tﬂdt as. a- resuit of all these

steps the number of 1ndustr1al unlts 1ncreased'by less, than

10 per cent betWeen 1080 and 1982 /sxnce aﬁal ematlons also

took place/. Ih the first 9- months of 1985 most of new small—
scale eptcrnreﬁe““shlpe were established within the framewerk of
socialist /state—run and cooperau1Ve/ orgaﬁizaticne and only
7000 people were worklng in small- scale unlts, formed outside

lg/lhls aloo shows that . the overwhel ing

tThe oOClallSt sector.
domlnance of- the 5001allst sector has been Dreserved

Changes inrthe financial spherekl ::3: .

e

Beyond doubt, the f;r most 1myo“tant change in the flnan01al
sphere Sw . L Twas the irbroduction of the so ~called compe-
titive. price SVstem in January 1980 for about 60. per cens of
-lndustrlal aCﬁlV1ﬁIES /1 e._for abou* 55 par Cent of national
1ncomc/ Whereas in 1908 the prlee system remalnea baslcally
autarklc /1 e. 1t re 1ectea domeetlc nrlme costs plus average
profit/, from L980 CaplC&lWSt world market prices started %o

a7

‘>Jn£luence dlrectly the inbérnal prlcc strucuure of ‘the Hunwam

| | - p
} R L o ‘ S [ Lo ‘
+T111 1980 this number also ;ncluded personak wne have earned
their qualifigation in the 3 years course Of the Evenln Uni-
versity of marxlem— Lenlnlsm. . I -

rian economy. Whlle in l9bd the chief - QLP was to increase the

- g . - w
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‘the share of free and mlnlmum—maflmum prlces at the expcnse.

" of Fixed Drlces, ﬁhe main purpose. of the. 1980 changes was dif-
ferent. Scttlng cut from the premlse that the baSlC cho;ce un-
der présent Hungarlan condltlons can’t be. other - than between

a cost plus average _ proflts type - /1 e, traditional/ .-
official rlce system and an exportfproflt led offlc1ar price
sy.stemzi’L the second ontlon was. accepted It means, that for a

so-called leading enterprise, where the newﬁpr101ng prlnc1ple
is most clearly applied, - if more than 5 per cent of. itg T;"'
output is exported to the West ube prOflt rate it can charge
on- tne-yp per cent of its production can not exceed the profite-
rate, £ tually reallzed 1nlzsﬂﬁalﬁ5?0r convertible currencies.

The main purpose of the rntroauctlon of thls system was to exert
deflatlonary pressure T on- the, eccnomy, ‘as well as-to apply
- althouah in an art1f1c1al manner =" the; rsqulrements of The
world market on dOmeSch productlon. It alms at -exerting the
pressure of the world macket even in the 1eck of actual import-

. competltlon. At the time of the 1ntroduct10n of uhls . price sys-

ter it has, been repeatedly streseedq/ ’-2O/that the above sunm~
marlzed solutlon is not a crlsuarllzed model, not a final solut—
'1on, but a_result of a compromlse and it is of tran51tory nature
Tbls was to be apnlled only for 2.0 3 years, and the success

- of thls selutlon'accordlng 0 the above sources depends on Hun-
_,gary s’ success to switch over to an actual market, and a cor-

. respondlnb market pr1c1ng sySuem, and alse to actual 1mport-
‘comcetlulon. It ‘has tc be .added, that currently this change is

Anot expected to occur unt;ll,the end‘or 1980’8.6/

' In sum, several w1desnread mlsurderstandlnms semmn to be unaust-

: '111ed 1n thls conteft. 1. The dunbarlen prlce system of 1980 1is

not - based on world market prlces, ‘but on domestic ‘prime costs
according to the: averare cost plus p“OLLtS reellzed in'convert- -
ible currency trade, 2. The Hangarlan pr*ce system of 1980 is
not  a free market nrlce system, where erterprlses set prices
}accordlng to thelr will, or the prlce is given for them through
5,the changes of sunbly and denmand. Cn ﬁhe contrery a 1arﬂe num= -

ber of strlcxtly deflnec central rules apply bo the ways and



also to the.megnitu&ee”bfiprofiﬁe they can calculate. 5.This

price system doe net open up the economy “to dlrect world markeb

.pressure, 1netead 1t is a substitute for u-;. actual 1ﬂport ‘com-—
petition, since it trles to. simulate whatb wouid “happen 1f there

were competition where~ there actually lsnft,n;;IWM'
There are some furtner enrerprlse cateworlee /produ01ng 65per cent
of natlonal income in 1980/ whose share was on the “increase.since
1980, First, for several sectore domestic cost plus average proflt
“type of pricing remalned in force. /such as for agrlculture, trans-
portation and ‘the constructlcn 1naustry/ The twd main groups are
connected by those, who are “followers" to leddlng enterprlses.
Lhelr prices in principle are derlved from the prlces of the lead-
1ng unlts by means of settlnbcdoronortLOnal" Drlces. Sect1n¢ pro-
portlonal prices is obv10uely not:a Very sound and- exact economic
method, and althou gh this is dore in pr1nc1p7e by the enterpr¢se¢
Lhemselvee, uhe fact wwether or not they have ‘surpassed the limits
set by -the pricing rulescand by the reTulatlonu concernlnﬂ "unjust-
ified proflts" needs permanent superV151on by the- pr1c1ng organ.,

Of course a lot of room" 1s left for bargalnlng, sirnce again, price
catculation is not an 1nternal matter of the. enterprlse, who cal-
.culates for 1ts own use, and wpose calculatlons are accepted
or corrected by market competltlon, consequentlj the ‘act of calcul~
ation . = implies a sort of bargalnlnb Tox 1ncomes, -as it s the
enterprlse and the prlclng authorlty togetheﬂ who set prlces A

. fourth cauegory of Drlces is tnose of raw mauerlaTS and fuels, These
are set or the basis of marginal cosns, i.e. Dractlcally 1t means
follow1ng cap1ta¢1sc 1mpcrt prlces. The dovetazllng of the four
categoric ., - ‘-has not ‘been- ah easy task and:. the decision on what
klnd of category should an individual enuerprlse finally fall in-
to was also a reeult of bargaining w;th the state hierarehy, since

there was no coaectlve ‘basis Lo declde a number of individual cases,
. . - I_'. -t

‘Theoretlcal economlets of dl ferent conv1cblons have dlsputed the
efulness of lntroduc1ng "competltlve prlclng" 1n the above sum-—

‘marized form foom the very oeglrmlnge The sthem is artlIlClal and

is 1rreeDon51ve to changes .in’ aomestl sueply ana aemand iIn. fact

with 1nst1tutlonallzlng enterprlse catevorlba and calculatlon
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procedures that requlre conﬁlnuous central superv151en, in fact it
was the category of free prlces Whlch has been aoollﬂhed, vhile
free prlces constitute the heart of any market economic -systen,
And alt though the 1ncred1b1e amount of extra. bureaucracy brought
about by the practlcal need to admlnleter such a.system was sharp—
ly criticized by the archltects of the ystem 1tse1f5/ this is
a falnt consolence, 51nce~bureaucracy 15 an 1nev1table product of
a system, whose conultlo clne qua non - rs oneratlve 1nterference,
because 1t iacks self-correctlng automdtl msou_- ' - .
oLl e e 'fL; Prectlcal economlsts havc rlﬂhtly com+
pared present Hungarlan prlce regulatlons~uo the former Prussian
legal system in-the sense that the more-detailed a regulatlon is
deemed to be, the blgger - the number of unregulated individual
cases 15.8( in fact, the baslc prlclng regulhtlon Ve 6/1979 A.H /
had to. be subplemented by a grow1n number of decrees on applicat-
ion and modlflcatlon. As a resurt of he 5ﬁ cenSuructlon itself,

calculations of each leadlng enterprlse has also got to ‘be contin-

- ously superv1sed "It is-not the 1nv1s1ole hand, but the prlce au-
~thority who ensure comnllance with the "eynort prlce followmng"

regulation.In order to ayeld uhat*cost-plus_prLCLng-be nore advan-.
tageous for enterprises, a very low ' /4per cent/ erofit rate was
allowed to be calculated for them. Amonb The, oondluﬁons of shortage'
economy - and state ensured monopoly . DOSlthnS,'OL course the temp— -
tation and possibility. to achleve a higher profltrrate is very
strong, so price superv1s1on of cost plus_prlcln enterprlses al- -
so had to be strengthened _,' - ;_.*’. T }
The ébove 'evelopment Wead to, two thlnﬁs 1. The aependency structure
of enterprlses Irom the state hlerarcny has become more complex:
plan Dargalnlnc and bargalner about individual tax-exemptlons

and subsidies has been suonlemented by a thﬂrd dlmen51on, i.e.

with bargaining about the rules /end anbllcatlon[ of pricing pro-~
cedures. l/SJ_nce ;nstead of’ ‘actual import competltlon it 1s the
regulétion concerning export price following ard on ujustified

_prorlts whlch eAerUs deflationary pressure; one “of the basic -

principlées of 1980 changes,_tnau of normatlve/unliorm/ flnancral

1_.reau1atlon has systemetleally been broken. that is 2 Bargalnln%



sbout the ways of applying'the'large ncmber of‘fuies];_ﬁ o
could not ‘happen otherwise than an individualized msnmer.
This made actually possible according to.practical economists
the rebirth of those non-normative subsidies; Which were to be
wiped out, since both- individual- tax'eXemoion and individually
practiced "tolerance" in applying pricing rebulatlons ainm qt the.
malntananCa of uncompetltlve economlc unlus.8<_ '
The_pfice system was this'wey in contradiction to the wage syeteﬁ |
and more. imporﬁanuly with the system of income regulatlon,Partly
as a consequence of supportlnv non—competltlve economic units,
partly-as a result t .of the financial organs’ adaustment o the in-
dividualizing pricing prmactice the regrouping function of the state
budget could not. be- llmlted In 1981 for 1nstance stlll about 75
per cent of enuerprlse 1ncome j were connected with this act11

v1ty.12/

As the balance of paymenus 81tuaulon remained strained,
and since foreign ‘economic equlllbrlum could be attalned at a

" virtual stagnation -of natlonal income in 1979-81, ~the income

" needs of the state budget could only be . . . _.. covered by

'1n5u1tut1ng aﬂ number of nonrnormatlve financial regulaulona

in ‘the course of- the year /lD/Suoh _sters were the 1ncreases of
;certaln taxes ke ore the end of the flscal year, flrst the freez-
1ng than the tax1ng away of the reserve Tund of enterprlses, ‘an
‘extraordlnary speedlng up of paying back’ credlts to the bank, Te-
_gardless of the formation p0551b111t1es of the developmenu fund

and: other: meaeuree..J;- : S -

Prospects vill 1985 - .- .
As 1t ‘has been shown above, practical economlo management has be=-
come more operatlve /dlrectlve/ HR in. ﬂurgary unde; the pressure
of djfferon+ factors: durlne 1979- 1982. This 1¢ why'it - Lvn]y of -

'lehLLﬁdi HLLhiii(ﬂnL ‘fhab Lhe June 1982 so: ﬁlon ol the oentfal

'Comlttee of tle H&WP d¢a not 1nst1tutlonallze tr?n51tory and

ad-hoc ohanges, that were not 1n accordance Wlth the loglc of the

. - Pt . R
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iﬁdirecﬁ's&stem'efepiar—base& msnagement 26/On”the eontrary' the
lnlenum opted for a comprehens1ve further perxectlonlnv oi “the de-
centrallzed system of . msnabement for tne mere consequent realiz-
ation of the 1568 prlnc;ples. The actual set of, measures materlal~

izing the resolutlcn are expccted fOL 1985 '3'

Accordlng to analyses Of enterprlse practlce mana*ement changes
introduced in 1979~ 1082 were 1nsufflclent te change the main lin-
es of enterprise behavrour. Accordlng to'ﬁgserles publlshed in
the party dally Nepsaabadsa enterprlses who f, ~has come in-
to difficult flnan01al posztlon in 1982 are much the same as the
ones that were in dlzflculty in 19?9 ana also back 1n 1972, And
what are the practlcal causes of currenu dlfflcultles9 Among the
most 1mportant ones are 1rreallstlc plannlng of developments
in the medium term, esee01ally on’ Western markets,rlarge invest-
ments, realized 1n crlsls—rldden 1naustr1es, misforcasting domeg-
" tie demand neglect of exchange rate chqnéesl both 1n terms of
the rate between the borlnt ‘and the US aollar, an& among diffe-
rent- ‘convertible curren01es, as well as eoor organlzatlon and
- low working morare° How can 1t be - ruts the Justified question
'Nepszabadsag ~ that while in the. world whole industries are clo-
sing -'down,.in Hun@ary hardly any enuerprlse has declared bank-

I‘ -

"ruptcy°l4/ .
It seems to heve Deen proved by the_deveIOPﬁertu of the last few
years that 1n.order to change Hungar;errepteﬁprlse behav10er
changes whlch are more uhorougn tnan the - 1968 reforms

are needed..along economlc changes soc;al polltlcal -and govern—
mental reforms are also necessa_y.s/ Am&ng the” economlc measures
the most 1mportant ones would be to flnd new ways - ‘and also

new 1nst1tutlonal( forms of _f_;f‘ w1eldln¢ ‘the -owner functions
of the SOCldlmSt state., Thls has to be organlzatlonally separated
from the DOdleS wielding admlnlstraulve and- publlc functions.
Without such a change it is 1mpossrble to change ‘what Kornai

terms as -the parernallstlc relatlonsnrp between the state and

its enterprlsesls/ and” make state ennerprlses 1nterested in
}roflts rather’ than.lﬁez%ﬁeri nonneconomlc_f“expectatlonﬁ

The problem,of capltal reallocatlon mecnanlsm and the creatvion



of its adequate 1nst1ﬁutlono has to be tackled with, Forelgn trade
should be freed from what Profe sor Bownar termed as "the prlmltlve
forms that have been domlnatlng it since. the early flftles."B/Tnls
would meiy more sweeplng ohanges than currently instituted small:
steps,.such as the. extenslon of legal formns oi assoc1atlon and grant
1ng foreign trade rights to bomo 40 mere cconomlc un&ts. Actual
‘domestic dnd 1mport—competlt10r Qhould become a: basls for a DTLCG .
syotem,“ where supply and demand could be egualized without quCldl ;
' '1nterventlon friom: above‘ A normatlye mecnanlen for the establish~-
B mont merge¢, dlssolutlon ana bankruptcy 01 enoenprlses 15 tobe’
"worked ‘out in detall ,ﬂ:jfj;-ﬁ :";53 oL T '

-

Tbese'are-oniy EOmétOf “uhe questlons currentlj under scrutlny in

- Hungary. Solentlflc ‘research- workers,'ienterprlse managers, party
and vovarnment eoonomlsts, trade union and Patriotic Front cadres
participate 1n the dlSCuSSlonS aiming at Ilndlngfigﬁ forms “of
plan-based . management which are in accordance: W1th Hungarlan pecu—
11ar1t1es as well. as w1tn the requlrements of 1nternatlonal comp e~
titiveness. I thlnk, ‘many of us would agree W1th Czechoslovak Dep—
uty Premier Svatopluk Dotac, tnat The present slowdown in our
economic . growth “has to do with the L&Ct that we were unagble to - :
adjust our plannlng and management methoas to the neeﬁs of inten- '
sive. deﬁeloPmentlg/ In ordér to flnd the best solutions Hungarian
econonists are studylng the results of economlo sc1ence and the
mansgement practlce of. other SOClallSt SuateS. We hope, that a
common effort mignt brlng abou%—better results than the practlcal
outcomes of the 1970’5. Beyond dOubt most oT the,work 1s ahead Us.

Budapest, l5.November,1982.fo:* f,*_; o
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1. Raw materials situation in the Europcan CMEA countries™

and the developing countries. !

!

The minerals and fuels situation in #he European CMI
countries, taken overall, is characterised b? a high degree of
self-sufficiency; in fact, the CMEA group as;a‘whole is a net
exporter of many important fuels and minerals /crude petroleun,
natural gas, coal, copper, zinc, nickel, pot&sh, ete./. This
circumstance endows the CMEA community with a high economic se-
curity, the advantages of which become manifiest especially in
those periods-when the commodity markets of the non-gocialist
world are characterized by imbalances and flpqtuatinns ond by

a tendency towards increased politicizationy Tn the 19705, sorh

tendencies unfolded with a vigour never expéri@nccd before on
most of the commodity markets, but especially'on the market of

petroleum.
!

- |
Mineral and fuel reserves are distributed rather un-

evenly among the European CMEA countries. Apart from the So-

viet Union, known reserves of considerable é nificance are
limited to a few minerals or fuels such ap ¢
sulphur and zinc in Poland, lignite and potash in the GDR,
coal in Czechoslovakia, coal, hydrocarbons and manganese in
Romania, coal, lead, zinc and copper in Bulparia, and coal,
hydroéarbons, hauxite and copper in Hungary,. The CMEA Six .
/the European CMEA countries excluding the ﬁoviet‘Union/ are
net exporters of hardly any fuels and minerals. For want of
an adequate fuel and mineral reserve base,[the expansion of

mining in the 19603 could not keeop abreast 'of the dynamie
f

.
I

* The Furopean CMFA countries are as follows: Bulgaria, Czechoslovakia,
Germon Demacratic Republie, iungary, Poland, Romenia, Soviet Union,

g
al, copper,

i
0
8
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growth of demand in any country of the CMEA Six group. The
import dependence of that group increased,'and the countries
in question became net importers of fuels and minerals. In
1960s, there were still three net exporter$ 6f fuels and
minerals in the European CMEA: the Soviet Qnion, Poland and
Romania. Since 1965, however, only the Soviet Union has re-

mained so. |

Insufficient domestic mineral and fuel reserve bases
meoved the European CMEA countries to develgp and ecxnand in-
tra~-CMEA coopération° the basis for doing So was the commle-
mentarity of the CMEA countries’ mineral réoour ces and mining
capabilities, and the expansion potentlal of mining in theo
Soviet Union above all. Over the last three decades, intra-
-CMEA integration reached the greatest intFnsity precicely
in the minerals and fuels sector of the member counbrics. As
a result, in late-seventies intra- CMEA trade satisficd TO0-T5
per cent of the European CMEA countries’® dmport demand in
petroleum and petroleum precducts, H5 per eent 1n ceal, 75 per
cent in iron ore and 7% per cent in aeumlnlnm,

All in all, the European CMEA countries’ imports from
outside the group are more or less marginil in the case of
most fuels and minerals; this is why thisicountry group faces
no problems of supply security on the scale experienced by
the developed market-economy countries. In the majority of
the European CMEA countries, a traditioﬁal reliance on 8O-
cialist rescurces was the outcome'ef_econémic rather than
security-of-supply considerations. The sygt@m‘of intra-CMEA
cbOpera11on in the fuels and minerals sphéré favoured these
Epuntrles of the economic community whlchlxere net importers.

Purchases of fuels and minerals from sources in the develcoped
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Table 1
© Fuel and mineral imports of the European CMEA countries
from the developing ¢ountries, 1971-1980
1971 1975 1980°
Corrodiiy cvol Million Percentage of Million Pércentage of Miilion  Percentage of
. vy ETOUP doilars © coverall fuel dollars overzll iuel overail fuel
and mineral and mineral and mineral
importe imports imports
rude fertilirers and

ﬂ¢nerala (STTC 27) g7 14,5 271 27,4 256 12,6
Metelliferous oras
and metal scrap

(3I70 28) 163 22,5 %27 21,0 577 27,7
Mineral fuels and
related materinls '

SITC 3) 140 7,4 1686 22,5 4507 22,6

--&6"1""&"’“”91-’ -metals — —— R e — _— — ——— — - — R —-
C 53) - 13, ... 1,8 84 5,9 281 10,6
Totel fuel and mineral
imrorts from davelo- _ :
ping countries 363 9,9 2363 20,7 5621 21,1
Source: Month1v BJ]T@tln of @t . . U



market-economy countries have had, in addikibn to the quan-
tity constraints imposed by a somewhat 1imited hard-currency
buying power, also undesired repercussions on development po-
licy, limiting the availability of financial resources needed
for the procurement of modern technology from the West,Furt-
hermore, the majority of the European CMEA countries have
been, for a number of reasons /lack of finance and experience,
fear of risk, insufficient domestic econonlic motivation/,
reluctant to’ embark upon mining venture %n the developing
countrles. The only country striving pwrpOgC1u11y for a zirong
diversification of its fueiz and minerals supply has hacon
Romania which has expanded its mining invesﬁment rathcr vi-

gorously in a number of developing countries.

Fuels and minerals jmports from the Third World have
been of growing importance to the EuPOpeaﬁ‘CMEA group newvert-
heless, as indicated by the fact that the|share of dev.lcping
countries in the total mineral and fuel imports of thc co-
clalist countries increased from 9,9 per cent in 1971 to
21,1 per cent in 1980. (Calculated in value terms.)

The developing countries? share is especially high
(27,7 per cent) in the case of metalliferous ores and fuelg
(22.6 per cent). (See Table 1.)

In 1980, the European CMEA countriés imported from
the developing world some 27 to 28 millioh tons of alumiua,
and significant quantities of rock phosphéte, manganese and
chrome ore, copper, zinc and lead. At preéent, the Eurcopean
CMEA group as a whole is a net importer of the following im-
portant mineral commodities: rock phosphate, bauxite, iren

ore, tin and lead.
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2. Evolution of co-operation for natural resources develop-

ment between socialist countries and developing countries:

the scope and institutional arrangements for organising .

East-South mineral development co-operation.

——

2.1. Technical assistance by the European CMEA countries to
- |

development of mining in the developing countries.

The true significance of cooperation in raw materials
between the European CMEA countries and the developing coun- {
tries 1s much greater than cne would estimate purely on the '
basis of the comparatively restricted commodity flows, The
European CMEA countries, which have a suhstaﬂtial experience ;
and a sophisticated scientific-technical base in mining, pro-
vide in many a developing country a substantial assistance in
the geological prospecting for natural resourccs, and in the
creation or development cof a national miningiindustry, Asois-
tance rendered by the European CMEA countries encompasses ac-
tivities such as planning; general geologica} SUrveying and e
explorationz; prospection for specific minerals; prospect
drilling; laboratory essays and tests in one of the Buropean
CMEA countries; the creation of 1aboratoriesiahd prospecbing
institutions; the creation of training institutions in geology,
geophysics and mining; the sending of training personnel and '
the supply of eguipment to such institutions; training of the
developing countries® specialist cadres at the universities -
and specialized schools of the Eurcpean CMEAioountries; tech-
nical management of nationalized mines and works; the supply

of mining and mining-related machinery and!equipment. ;

Mining capacities realized . or being constructed in the

developing countries with assistance from the BEuropean CMEA

|



countries permit the annual production, amoﬂg other things,
of some 60 million tons of crude petroleum, more than 20
million tons of ceal and 12 million tons of iron ore. Plant
constructed with assistance from the European CMEA countries
processes 30 million tons of crude petroleuﬁ, and produces

30 million tons of steel products and N0 thousand million

5

kWh of electric energy per year.  Table 2 shows, as of

January. 1, 1981 capacities of the developing couﬁtry enter-
prises built and under construction with Soviet assistance.

| _
Between 1676 and 1980 these Soviet-assisted developing country ;

enterprises have shipped to the USSR some 23 milllon tons of
0il, over M0,000 million cubic metres natural gag, 12 million
tons of bauxite, and cconsiderable quantities of ferrous and
non-ferrous metals and various chemical proq&uctsuH

The European CMEA countries have provided or are pro~'
viding assistance =~ among others - for the development of
a petroleum refining industry in Colombia, Egypt, Ethiopila,
India, Iraq, Mauritania, Syria; for the devélopment of natu~
ral gas production in Afghanistan, Iran, Pakistan etc.; for
the development of phosphate mining in Iraq; Syria, Morocco; -
for the mining of iron ore in Afghanistan and India, etc.;
for the development of bauxite mining and the aluminium in-
dustry in Algeria, Costa Rica, Egypt, Guinea, Guinea-Bissau,
Indonesia, etc.; for the mining and refining of copper, lead, -
zine and other non-ferrous metals in Afghanistan, Algeria, '
Congo, Mali, India,  Somalia and other countries.

2.2, Compensation deals

In mining cooperation between the European CMEA coun-

tries and the developing countries, a form of cooperation on
|



. Capacities of Enterprises of Soviet-aided Projects

in Developing Countries (in million tons as of
© January 1, 1981)

According to the Became
...... agreements signed . . operational

Coal produced 50,27 b 80
0il processed 23,00 ' : 11,63
Pig iron 26,95 co 10,77
Steel 26,10 | 9,73
Electric stations ;

(fixed power in 19,37 7,37

million kW)

. Source: Ivan Kapranov, "Growing Cooperation",Foreign Trade,
Moscow, No. 6, 1981, p.8.




the legal-contractual basis of so-called compensation ag-
reements is gaining increasingly wider ground. The essential
feature of this form of cooncration is that the Furopean

CMEA country involved is compensated Tor its direct Financial
and technical contribution to the developmeént of one of the
mining branches in a developing country by .deliveries of the
product of the mineral sector in question. The large-scale
compensation agreements as a rule involve the provision of
credits by the European CMEA countries to ﬁhé developing
countries concerned. These compensation~reiated "target™
credits as a rule, are provided for 10-15 years with 2-3

per cent interest rate and a grace perilod of 1-3 years.5 The
benefits of such long-term agreecments may be substantial for
both parties involved: the developing country receives a
technical and financial contribution to its national mining
industry and, simultaneously, gains access to a stable market
for its product which then provides the opportunity to re-
pay the credits; the CMEA country in its turn acquires a
reliable, stable source of supply against products and ser-

vices largely produced by its own domestic industry.

Up to the late 1970s, the European CMEA countries
nave contracted a number of compensation deals with the

developing countries.

Prominent among the compensation deals in hoth size and
importance is the Soviet-Moroccan phosphate agreement, signed
in March 1678, often referred to as the "deal of the decade”.
The development and exploitation of the rock phésphate de=-
posit of Meskala requires finauncing to the tune of scme 82

billion. By the terms of the agreement, the Soviet Union



extends to Morocco a leong-term credit on easy terms /3.5

per cent interest, a repayment period of 17 years after a
grace period of 5 years/. The Soviet Union as the prime
contractor is to construct an open-cast rock phosphate mine
at Meskala with the attached transportation infrastructure,
including harbour facilities on the Atlantic seaboard, and
will aiso contribute to the e¥xpansion of a mine already in
operation. In procuring the machinery and equipment for the
mine, purchases from Soviet sources are not stipulated: they
can be ordered also from third countries /against the So-
viet credit facility/, provided they arec moré competitive or
if the Soviet offer is incompatible with Moroccan standards
or conditions. The agreement is to run for 30 years, over
which period Morocco will export phosphate reoclk, phosphate
fertilizer and phosphoric acid to the Soviethnion; partly
under separate long-term supply agreements. Once fully on
stream, phosphate deliveries to the USSR will amount to 10
million tons per year by 1990. The build up to this level is
expected to start in the mid-1980s when the Meskala first
stage enters production. The USSR has contracted to take

2 million tons initially, rising te 10 million tons. The
Soviet Union will pay for any Moroccan phosphate deliveries
over and above the quantity supplied in debt ‘repayment by
deliveries to Moroceco of crude oil, timber, potash and nit-
rogenous fertilizer. The Soviet Union will have no owner-

ship share in the project. |

l
This agreement. is the largest-scale cOoperation project
of the Soviet Union in the Third World. It is a particularly

striking example of the realization of mutual benefits, as it
f .
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helps to substantially expand the expoft capabilities of
Morocce for a reliable market and to greatly reduce the
phosphate supply difficulties now existing within the Euro-
pean CMEA and to increase tThe Soviet-ferti%iser production.

It is under an analogous compensatioﬁ deal that the
Soviet Union participated in the development of bauxite mi-
ning in Guinea. By the terms of the agreement, concluded
in 1969, the Svoiet Unilon undertook the creation of a comp-
lete bauxite mine of 2.5 million tong per year capacilty
between 1970-1973, in the Kindia district, together with the
attached transportation (100 km iong railway) and shiploading
infrastructure in the port of Conackry, the residental sctt-
lements, etc.}; it also guarantees a permanent market for
30 years for the product by taking as the countervalue of
Soviet deliveries and services, and also under a separate
commercial deal, some 90 per cent of the output of the mine.
(50 per cent of the output goes to repay the Soviet Credit,
40 per cent 1s supplied to the USSR under scpdrate commercial
agreement and 10 per cent remains at the disposal of Gurniea.}
The Soviet Union granted 83 million Ruble to Guniea with a

repayment period of 12 years; the repayment - in annua’lly
egual proportions - started after cone year of the first
)

Guniean deliveries to the Soviet Union.

As envisiged by the agreement, the Khndia mining
complex started the production and deliveries to the USSR in
1974 and topped its rated capacity as early as 1976. The mine
and the connected facilities have been 100 per cent Guinean

government property from the very start of the project, and



constitute one of the largest and most profitable public

enterprises. The bauxite-mining complex in Kindia has become

a school of local personnel for the country?s young and ra-

pidly growing mining industry. During the construction of this

complex, over 2,000 citizens went through tbe training centre
|

set up there to become drivers, shovelmen, welders, fitters,

7

ete.

In 1978, India signed an alumina cooperation deal, by
which the Soviet Union is to preparce cngineering designs for
a 600,000 - 800,000 tons per year alumina refinery and is to
participate in the construction of the planF in Shakhapatnam.
The Soviet Union is to supply equipment and know-how, as a
countervalue of which it is to receive 300,000 tons per year
of alumina for several years. More recently, In@ia has asked
the Soviet Union to grant credit of $560 million in return
for taking over by the Soviet side almost the total output
of the alumina plant. The 560 million dollar credit would
finance nearly the total investment cost. At the carly 1082
the USSR has agreed to finance only 40 per cent of the plon-
ned investment expenditures and it is considéring the possi-

bility of higher soviet share of financing.8

It was under similar compensation deals that the So-
viet Union contributed = among other thingst- to the deve-
Topment of natural gas production and tranéport in Iran and
Afghanistan. Iran concluded in 1966 the agfeemeqt concerning
the construction of the first trans-Iranian gaértrunkline.

The Soviet Union extended a long-term credit to Iran, carried
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out geological prospecting, supplied equipment to and se-
conded specialists for the construction of the truﬁkline;

Tran is to repay its debt by gas deliveries from 1970 through
1985, The largest natural gas Tield in Afghanistan was comp-
letely equipped with machinery and equipment.of Soviet origin:
the gas trunkline linking Afganistan with the Soviet Union

was put onstream in 1970. Afghanistan repays the Soviet
technical and -economic assistance with delivéries cf natural
gas., Cooperation between the Soviet Union and Irag in the
petroleum industry lccks back upon a long h%story. ITts first
aim was the joint development of the North Rumelian oilfields.
The output capacity of fhose fields has attained 42 million
tons per year. A new agreement signed in 1979 envisages cont-
ributions by the Soviet Union to the develoﬁment and eyploita-
tions of some other cilfields also. By the terms of the agrce-
ment, the Soviet Union is to supply production eguipment, the
Soviet Union is to supply production equipmént and send spe-
cialists to Iraq, and is to take from this country some 6

million tons per year of crude in compensat%on.

Romania participates in Tunesia in the expleoitation of
the Gafsa rock phosphate deposits and in the development of
the attached transportation infrastructure, iagainst part of
the phosphate produced there. Czechoslovakia, Bulgaria, Ro-
mania and Poland participate in the exploitaticn of the rock
phosphate deposits of Egypt under compensation agreements.
Under these agreements, Romania and FPoland havé'already re-
ceived deliveries of larger quantities of Egyptian rock

phosphate. It is under similar cooperationagreements that



Bulgaria participates in the development 05 the Angclan rock
phosphate resource, and Romania, Pcland and Bulgaria in the
development of the rock phosphate deposits of Syria. Jor-
dania envisages the conclusion with the Soviet Union of a
contract similar to the Soviet-Moroccan phosphate agreehent,
involving the elaboration by the Soviet paﬂtner of the en-
gineering designs for developing a deposit and for the con-
struction of a processing plant, and their realization and
financing by the Soviet Union against phosphate deliveries
in scheduled quantities.

It is under compensation agreements{thatICzechoslo-
vakia and Hungary participate in the develcopment of the pet-
roleum industry in Iraq, and the Soviet Unicn in Libya. Ro-
manis has undertaken the geoleogical prospecting of iron and
non-ferrous cres in the Atlas Range of Algeria, apainst Al-
gerian iron ore deliveries. It was with Soviet assistance
that mercury production and processing was developed in Al-
geria; as a compensation for the contribution, Algeria supp-

lies mercury to the Soviet Uniocn.

Recently, a compensation agreement has been conelud-
ed between fthe German Democratic Republic %nd Mozambigue,
by the terms of which Mozambigue will supply coal over a
longer period to the GDR as a countervalle. to tﬁ@ technical
and economic assistance by the latter to the develcpment of

coal mining in Mezambique.

2.3. Joint ventures |

Joint ventures are a closer form of cooperation than



compensation agreements. In a joint venture, both the Euro-
pean CMEA country enterprise and the developing country en-
terprise have equity participation. Legally, most of these
ventures have the form of joint stock companies. In the de-
veloping countries wholly-owned CMEA counéry companies are
rare: most of the mineral investments are in jointly-owned
companies in which the scocialist stake represents an equatil

or (in most cases) minority holding. This practice is in
contrast with the ownership structure of majority of advanced
market-economy country mineral investmenty in the Third World,
Thus CMEA country mineral investments in developing countries
are on the whole more accurately termed "joint ventures" than
subsidiary companies and the application to them of the term

9

"direct investment" needs corresponding qualification.

At thé end of 1978 there were 185 qMEA country com-
panies operating in the developing countries in which com-
panies of European CMEA countries had equity participation.lo
As Table 3 shows, of these, 51 were engaged in the extraction
and processing of raw materials (including fuels). A majori-
ty of CMEA country companies More than half of the CMEA com-
panies operating in the production of goods were engaged
in resource development. Table 4 shows that at the end of
1978 resource developments accounted for 64 per cent of the
total invested capital of the CMEA country enterprises and
92 per cent of the estimated fixed assets of thesec companies.
This reveals that participation in resource-development pro-
jeects, providing access to raw materials in return Tfor CMEA
industrial technoclogy, have been a major objective for
CMEA country companies. The rather resource development-obri-
ented nature of CMEA country investments in the Third World



‘Tahle 3
Distribution of CMEA Country Companies in the Develcoping Countries by Principal
Activity, end-1978
Comecon country
et IV R Czecho- . . Soviet
eiezinz]l activity Bulgsria slovakia GDR Hungary FPoland ERomania Union Total
4 5 0 5 i Yy O 22
0 0 0 0 2 1 2 5
1 0] o 0 0 1 4 &
5 9 0 14 10 7 2 45
Yy 1 0 1 10 - 29 & 51
Sieemzizl oservices 1 0 0] G 1 1 e 7
CrzsTorTation services 2 0 0 it 3 1 I 14
z1 services 2 2 0 5 2 5 o 17
TEr services 1 0 0 0 0 0 0 1
e 5 T 1 1 2 0 3 17
Joal _ 21 2l 1 31 34 49 25 185
"Tnrluies two branch offices of Moscow Norodny Bank Tocated in Lebanon and Singaporer ' -
Loz Jarl H, MeMillan, "Growth of Eyrernal Investments by the Comecon Countries", The World Economy,

No, 3, 1979, p. 369.
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Estimated Values of Invested Capital and Fixed

© Assets of CMEA Compariies in‘thelDeveloping Coun-
Ctries, end-1978 (& million)

Principal activity Invested Fixed
e .__capital .. . assets
Marketing 10.8 29.7
Manufacturing 36.0 202.5
Resource development 172.8 3,576.4
Financial services® 13.2 0.9
Transport services 28.8  62.0
Other services 8.8 30.8
Total 270.4 3,902.3

a/Does not include capital or assets of the branches of the

Moscow Narodny Bank in Beirut and Singapore.

. Source: Carl H. McMillan, op., cit., p. 371.
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is in sharp contrast with CMEA investments in the advanced
market-economy countries where the CMEA enterprises® primary
objective is to promote exports to these markets and thus
the principal activity of the large majority (70 per cent)

of CMEA country companies in the OECD countries is marketing.ll

As implied = among other things - by Table 3, the

reliance of the individual European CMEA ¢ountries on joint

equity ventures in the mining and mineral processing sector
of the Third World is characterized by important inter-
-country‘differenées. Most active in the establishment of
jointly-owned resource companies is Romania; at the end of
1978 29 out of whose 49 joint-venture companies were in the
raw materials extraction and processing sector., In the joint
business ventures of Hungary and Czechoslovakia (and of the )
German Democratic Republic which is generally inactive in
the creation of joint ventures in the developing countries
but not in the OECD areas), investment into minerals extrac-
tion and processing is insignificant. Poland,; the Soviet
Union and Bulgaria take up intermediate positions: 20 to 30
per cent of the joint venture companies they have created

in the developing countries are in the miherals sector.

Experience gained in the creation and operation of
joint companies is not assessed uniformly by all European
CMEA member countries; one of the reasons for this being
the differences in risk-taking propensity between the in-
dividual countfies. Several European CMEA countries regard
investment in minerals extraction and processing in the

developing countries as too high risk. Those countries or-
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ganically embedded into the raw materials cooperation within
the CMEA perceive less of a need for extensive raw materials
ventures outside the community. The individual countries of
the European CMEA differ also as to domestic mining experi-
ence, scientific-technological background and mining equipment
manufacturing capabilities, which can be used as inputs in

developing country investments.

Romania’s vigorous entrepreneurial activity in the de-
veloping countries refutes the rather widespfead view that
a country with a limited domestic economic potential cannot
pursue a comparatively large investment activity abroad. In

. view of the favourable experience so far, in the late 1970s

it has been envisaged in Romania, in the interest of expan-
ding minerals supplies, to assign a greater importance to
mining investment in the developing countries,

In the minerals-related enterprises created with Ro-
manian participation in the developing couqtries, Romanian
equity participation varies from 10 to 49 per cent as a rule,
The major part of the Romanian contribution is in the form
of . deliveries of machinery and equipment and various scien-
tific-technical services; a minor part is in the form of
convertible currency contributions. In Peru, the Romanian
company Geomin and the Peruvian company Mineroperu created
the joint venture company Antamina for the purpose of sur-
veying and extracting some of Peru’s coppeﬁ and zinc re-
serves, The equity share of the Romanian partner is 49 pef
cent. The Romanian side prepares plans, project documenta-
tion and engineering designs, carries out geological explo-
ration, provides technical assistance and delivers mining

machinery and equipment as its contribution to the joint
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venture. In Burundi, Romania founded in 1977 the joint

company Somiburom with a view to prospecting for and extrac-
ting non-ferrous ores. In Kenya, the Romanian company Geomin
founded in 1976 a joint company named Kenya Mining Industries,
whose brief is the development of lead, zine¢ and 'silver pro-
duction in the African country. In Tanzania, a Romanian-Tan-
zanian joint. venture named Besaminco discovered a number of
"non-ferrous ore deposits bn the Indian Ocean seaboard and
participates in the extraction and utilization of heavy-mi-
neral sands. A joint company Scaromines is engaged in the
prospection, production and processing of gold, diamonds and
gemstones in the Central African Republic. The Romanian-Zam-
bian company Mokambo is extracting copper in Zambia. In the -
Malagasy Republic, Romania in 1978 created a joint company
with a view to extracting the iron ore reserve of that country;
Romania has a 10 per cent share in the subscribed capital of
the joint venture. In the Belinga iron ore mine, under con-
struction in Gabon, Romania acquired a five per cent equity
participation. The Romanian company Geomin created a joint
company with the Syrian company Gecophan with a view to a -
“joint exploitation of the rock phosphate deposits of Khnei-'
fiss. Recently, a2 Romanian-Algerian joint venture was cre- | :
ated in Algeria, for the purpose of developing new oilfields. ot

2.4, Long-term supply agreements

In the, last two decades, the importance.of_intefna—.fl'

tional mineral commodity trade under long-term supply agree- . 5
ments has increased substantially in the world economy. This =~ . - &
type of cooperation mechanism, which may cover from 10 to 20 ﬁi

and even 30 years, may take a variety of forms. The concrete .
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understanding between the partners may involve anything from
a straight commercial deal through barter-like countertrade
to forms which include also credit arrangements and technical
cooperation between the partners. These contracts provige

a far greater stability /security/ to both partners than
sales and purchases on the free market, and permit the im-
porting partner to procure minerals on terms less risky than
direct investment abroad. Long-term supply. agreements are apt
to forge comparatively close ties between the exporting and
the importing ﬁartner, and are apt to substantially restrict
and even to exclude the role of middlemen.

In minerals cooperation between the European CMEA
countries and the developing countries, too, long-term supply
agreements are acquiring a growing importance. In concrete
economic pradtice, various forms of such agreements are en-
countered. Between Pecland and Brazil, fairly comprehensive
long-term barter-type agreements are in vigour, by the terms
of which Poland, among other things, supplies coking.coal to
Brazil against Brazilian iron ore deliveries. In 1978, Poland
concluded an agreement with the Moroccan Office Chérifien des
Phosphates, by which Poland receives 500,000 tons per year
of rock phosphate from Morocco against deliveries of sulphu-
ric acid plant. By the terms of a Polish-Tunisian phosphate
agreement , Poland is to receive 300,000 tons per year of
rock phosphate against deliveries of complete industrial
pilant. In 1978, Poland concluded a long-term oil supply ag-
reement with Libya, under which Libya from 1979 on pays in
scheduled quantities of oil for services in building const-

ruction and contributions to power station construction ex-

a
L
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tended by the Polish party. In 1976, Poland concluded an
agreement worth 240 million with Mexico, by the terms of
which Mexico supplies Poland with crude oil and liquefied

.natural gas against coal mining machinery, equipment and

know-how, Brazil and Romania concluded a long-term iron ore
supply agreement for the period 1975-1985. Under the agree-

ment, Romania is to receive a total guantity of 25 million

tens cf iron ore from Brazil against deliveries of metallur-
gical equipment.

The long~term minerals supply agreements between the
European CMEA countries and the developing countries often
involve credit deals by the terms of which the CMEA country
involved extends commercial credits to the developing country
or provides a variety of technical services on credit. Chechos-
lovakia extended a credit facility of %50 million to Morocco,
under which it expaﬁds its deliveries of machinery and equip-
ment to Morocco and receives mainly rock phosphate in coun-
tervalue. Bulgaria extended a credit of some 335 million to-
wards the geological prospecting of phosphate deposits in
Tuhisia, their extraction and the construction of a concent-
rator, (Part of the Bulgarian credit was financed by the
International Investment Bank of the CMEA.) The credit is
repaid by Tunisia by means of long-term phosphate supplies.
Romania in 1965 signed a ten-year petroleum supply agreement
with Iran, worth %100 million, involving payments in Iranian
petroleum for oil industry equipment supplied on credit by
Romania. Czechoslovakia in the late 1960s concluded a credit
agreement worth 3200 million with Iran, by which Iran was to



pay by deliveries of 15 to 20 million tons of cruge petro-
leum for Czechoslovak supplies of industrial equipment and
complete plant. Under a credit agreement concluded between
Bulgaria and Iran, Bulgaria is paid largely in petroleum for
deliveries of light manufacturing and food industry equipment.,
By the terms of a bauxite cooperation agreement between the
GDR and Guyana, the GDR supplies the state bauxite mining com-
pany of Guyana with machinery and equipment; in exchange, the
GDR is to receive 30,000 tons per year of bauxite from 1979
on, a quantity that may be increased later on. It is under
long-terms supply agreements combined with credit cooperation
that the Soviet Union participates in the develoﬁment of iron
ore, non-ferrous ore and mercury mining in Algeria and of tin
mining in Bolivia. The GDR, Hungary and Czechoslovakia parti-
cipate in the development of non-ferrous ore mining in Peru

under long-term supply agreements.

2.5, Multilateral cooperation

This form of cooperation in the minerals sector must be
regarded as the least developed in the relations of the EFuro-
pean CMEA countries with the developing countries. Whereas thc
CMEA member countries among them are organizing their coopera-
tion in the fuels and minerals sector under the signs of ever
deeper infegration and growing multilaterlality, economic
and technical assistance to the development of mining in the
developing countries goes on in an essentially uncoordinated
Tashion, although the large amounts of capital required as a
rule by mining projects, the need to solve complicated techni-
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cal problems and to spread the economic and political
risk, if any, would make it both reasonable and desirable
to unite the efforts of the European CMEA countries with a

view to a more multilateral approach.

Experience so far has shown that many a developing
country will offer opportunities of cooperation in the ex-
traction and utilization of such minerals as are sought for
also by the European CMEA countries. In a large number of
cases, however, these offers are not taken up: no ventures
are created in the sequel , mostly for reasons of organiza-
tion and financement. There often arise problems of firan-
cing which remain unsolved only because the finance required
exceeds the capabilities and the risk-taking propensity of
any single interested European CMEA country.

In one form of multilateral cooperation, a company of
one of the European CMEA countries participates in mineral
sector development in one of the developing countries, in
cooperation with companies of developed market-economy and/or
developing countries. In 1979, a tripartite cooperation ag-
reement was concluded between the Polish company Polimex-
-Cekop, the Japanese companies Marubeni and Hitachi, and the
Algerian company Sonatrach concerning the construction of two
phosphate fertilizer factories in Algeria. Under the agree-
ment, the Polish and the Japanese companies are to construct
the factories together; the Japanese party is to deliver the
phosphoric acid plant equipment. The Japanese Export-Import
Bank guaranteed-a credit of 2388 million towards the venture.
The output of the two factory complexes, to come on stream in



1682, will satisfy Algerian demand for phosphate fertilizer,
"and even produce a substantial quantity of processed phos- |
phate for export. Czechoslcovakia concluded an agfeement with
Traq concerning the construction of a petroleum refinery of
3.5 million tons per year capacity, together with the pipe-
line network required. In 1979, the Siemens company of the

. FRG was co-opted into this deal as a supplilier of electric
engineering goods. Romania 1s & member of an international
consortium, including numerous companies of developed mar-
ket-economy countries, formed to prospcct and extract the

nickel resource of Burundi.

3. Prospects of East-South mineral development coope€ration

3.1. Factors affecting the fufure of mineral cooﬁergtion

The disturbances in the fuels and minerals sector,
emanating from the capitalist worid economy in the 1970s
(the price explosion above all), have not left the coun-
tries of the Eurcopean CMEA unaffected. They had an immediate
and direct influence on intra-CMEA trade and the economies
of the European CMEA countries through those countries® im-
ports of fuels and minerals from the non-soclalist markets,
and an indirect and somewhat retarded cre through their
effects upon certain elements of intra-CMEA cooperation in
the minerals scctor (especially upon the pricing system).
Tt would, however, be wrong to conclude that the current
fuels- and minerals-related problems of the Furcpean CMEA

countries are due exclusively to these extevrnal influences.
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These have in.fact'merelyrgrafted themSElues onto prior
problems of a reglonal system of fuels and mlnerals supply -
in ‘which certaln longer term dlsharmonles and ten51ons were .

to be percelved even prlor to the prlce exp10510n.12

7 Furthermore the surges in the world market prlces of
fuels and certain mlnerals-and metals found the European CMEA

countries in & 51tuatlon in whlch they were ; compelled to im-
port larger quantltles of fuexs &nd" minerals,'as the scope
for expandxng their 1mports from the other European CMEA
countries had become somewhat constralned .This statement

holds especzally for petroleum 1mports Irom the Sov1et Unlon.

This 51tuatlon ellClbed a varlety of luels and mlnerals

pOlle responses £1om the European CMEA countrles.
Sl .

(l) An expan81on at accelerated rates of the domestic

fuels and ‘minerals bases became a clearly ‘stated policy tar-'

get, It mustg, however be percelved that in none of the Euro-
pean CMEA. courtrles dld the prlorlty a351gned to domestlc

. fuel and mineral resource development lead to a general ac-
“ross-the- broad reductlon in the dependence on external sources

of fuels and mlnerals 1t merely slowes the. further increase
of thelr 1mport dependence 1n regard of certaln commodltles.
Except for the Sov1et Unlon dependence on. 1mported energy
and fuels 1ncreases in every European CMEA country, Poland
the only net exporuer of energy of the group out51de the So-

- viet Unlon w1ll also. become a‘net 1Mporuer acoordlng to its
‘ long*term plans. One estlmate states that the- aggregate energy

self- sufllclency of the CMEA SlX (the European CMEA countries
with the. Sov1et Unlon excluded) W1ll decllne from 70 per cent

in 1975 to 50 oer oent ins 1990 15, In several of the socialist
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countrles, the expans10n of domestlc fuels and mlnerals oro-
duction is 11m1ted bv 1nadequate or 1ncomplete domestlc fuels

‘and/or minerals reserves, as- well as by - the extreme capltal

intensity and hlgh COSu of 1neremental<m1d1ng 1nvestment

(2) The large rises in ‘the 1nport prlces of fuels and .
mlnerals and the’ overall hardenlng OL the terms of purcnasa

within the CMEA have compelled the nember countrles to pay

-much more attentlon that heretofore to the demand side of. the

fuels and’ nminerals- equatlon with a View to redu01ng the rate
of growth of demand, in contrast to the one- 51ded-supply ori-
ented approach of earlier times. The antlclpated ‘volume of

raw ma,erlals and energy 1mports from the developing countries

- will depend to a sagnlflcant extent on the success of raw ma-

.terlals and energy. pollcy 1n holdlng down the rate of increase

B in consumptlon and/on ‘the .growth rate. of the CMEA economies.

Given the current- 51tuatlon in. the magorlty of the EurOpean
CMEA countrles (1ndustr1al structure level of technologlcal
development management system etc ), a per51stent and sig-

'nlflcant reductlon of the 1nputs of energy and mlneral commo=

dities per unlt of natlonal 1noome sufflclent o offset the
relatlvely slower expan51on of 1ntra CMEA supplles looks
improbable.’ However, if- the: pollcy efﬁxms dn%mted at'noder-
ating the. rate of Ancrease. in demand - w1th appropriate B
structural technologlcal and management system chauges -

prove. successful the CMEA countrles w111 need to import a
relatlvely smaller volume of raw materials and energy from

the developlng countrlesg The comparatlvely :substantial slowdown
in ‘the economic growth rate of the CMEA‘counJrles_w1ll also

act in thlsydlrectlon in the_elghtles. Theldemand for energy
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and mlneral commodltles will=continue to grow comparat1ve1y“

raplqu in the EurOpean CMEA countries, faster than-in". the'

world at large.

-

~.;Q supplles from CMEA sources._,; A ﬁ; .

Eal—-

- P
Vo ) - .
' - . -

The energy and mlnerals 51tuatlon w1th1n the European

CMEA had become more compllcated by the earin 19805, the costs

to the net 1mporters of thelr purchases of these commodltles

from the other CMEA member countries had gre

'atly 1ncreased

and it had become more - dlfflcult to eXpand 1mports within the

tradltlonal framework of trade arrangements

. Malntalnlng ba51c

fuels and mlnerals supplles at current levells- faces haroer

conditions afterT1980, 1nclud1ng compensatlon by “hard" com--

modities (goods readily. marketable on- the W
“the 1ncrea81ngly "hardenlng“ condltlons of

-of any 1ncremental amounts The Sovmet Unro_

‘orld market) and
ensurlng deliveries
as the main supp-

11er of energy, fuels and mlnerals to- ‘the. other European CMEA

countrles percelves ‘a capltal avallablllty

1nterna1 accumula-

tion) limit. as the prlncipal obstacle to_expandlngflts deli-

Tveries of those commodltles, and makes the
exports contlngent - Wlthln llmlts - upon

"mitigation of thls obstacle. The Sov1et Uni
requests the other member countrles to help‘

port orlentated expansxon of 1ts mlnlng cap

Our 1nd1v1dua1 commodlty—baSed case'

expanslon of 1ts
the removal or

on - aCCordlngly

solve its invest-

" ment problems connected w1th an eXport orlentated Wlth an ex-

dbllltles.

studieslu progect

- -




furtherﬂdlfflcultles in raw- maﬁerlal and energg 1mports from
CMEA sources untll 2000. The general CMEA level shortage of
. these commodltles ‘will further 1ncrease, and,t ey will become
even harder commodltles The quantltatlve 11m1 s to 1mports
from CMEA sources. w111 make themselves felt moEe vigorously
than before, the cost advantages of these 1mports relatlve to
non—soc1a115t 1mports and to the development of domestmc ml-
ning will,

in: general, substantlally dlmlnlsh and in certaxn

cases even dlscontlnue 15
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The 1ncrea31ng dlfflcultles of CMEA- bas d 1mports are'
ba31ca11y connected with the spe01f1c developmént preblems of -
Sov1et mlneral mining and with the 1nadequacaes of"CMEA mi-

neral co- operatlon

The growth.rate of.. several brx anches of the Soviet ext-
ractfve industry will llkely dimlnlsn durlng t e period un-
| til 2000, which in turn wiil,
expan31on rate of exports, too. For two opposxte cases} the
See Tables- 5 and 6.:The fall in: the

in'most-casee; c nstrain. the

0il and natural gas,

growth rate of Sov1et raw~mater1a1 and energy exports to CMEA

countries 1s due to the

L(l)'The;ghlft to

followlng maJor faCuOPS

Trans Ural reglons of %he centres of

- production of the basic
y dustry w1ll speed up in

 rise in marglnal

immense'need'for”

on .OWn ‘resources
national income,

on foreign loans

rdeveloped markeu-economy,countr;es, but in rela

sectors_of,the Sov1et- xtractive in-

the period under review, with a steep
. This will

development capita1 as_the country., relying

productlon costs }eouire such an
at a time of relatively moderate increase in
can hardly be exported'to‘meet. Reliance

may be substantial in relation -to ‘several
tion to the
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esoe01ally in - a. 31tuatlon,when the

will presumably chaﬂge in the
cohseauently, a

other CMEA countries,

l intra-CMEA terms of,trade
future in favour of the Soviet Union and,
substantial need for consolidation credits will arise in

, the net resource 1mport1ng countrles may _ Ha#uly mltlgate,

; to any apnrec1ab¢e extent, the ac cumulatlonlburdens of the
Soviet .Union.. As a resdlt, the export or:enﬁed expan sion of
’ Soviet mineral mlnlnv 15 1i keTy to encounser thc COﬁotLalnu

oz limited developﬁent capltai in the- oerloé under review.

(2) In certain cases (e. g s oleum) ‘the eypan51on

l
[ .
l of exborts is also llﬂlted oy reserve aVallab111ty problems.

|,
(3) The uechnologlcal prosl ms~. of mine eral mlnlng con-
ic a% and climatic

‘fronting more and more dlfflcul‘ geolo

c1rcumstances. I T L b
o - T = S
(M) Increa51ng DottleneCKs in transpowtln

Sﬂlfu towards east OL the ge-

aWS ana energy ow1pg to th
l

ographlcal cenﬁre of extractlon.= |
- in most,ca%es'- is-likely to

raw mate—

(5) The Sovlet Union -
maintain in its resource exports the-prdportidﬂf'established
in'the 1970s between the Eastern Europeanr ﬁm@ countrﬂes and

the develcped market- -economy. courn itries, aFd over the 1onv
term will probabe not exoand its eXDO“tS to CMEA COknuPles
to the deterlmenu of its non- SOClallSu eprTus. Darallel wlth

the sh14t1ng towards “astern reglon& of tne .extractive and .
'u08w1ng_¢s expected

partly »f the manufaCuurlnG 1ndustry, aﬂl
na SOVleb Union, that is, a ay-

to

in the "Easteran" trade of .

- |

namic xpansion of 1ts. raw- material- andleﬂergy exports
jorth America. This may

Japan, South-East Asia and possibly B
influence -the country’s export Caﬁabill.lé

-




Luﬂopeaﬁ countrﬂes and even the 1nternal SuleJ in-the Luro-

pean part cf the counvry.

(6) In view '

£ ‘the féi?in&

% of

gr | raw material

‘owth rat

and energy\product;on, the trade-off between preferring exports

“and satiﬁfyinglthe,relatively'dynamically,e'panding domestic

needs~will*pr6bably be even more prono

nlgh spe01P1c raw materlal cand
c1a1-redu0ulon of
in the 1nuerest of exnorts may
effects. Hence
'g¢ve prlorlty to exports only
nomic’ SaCPlLICSS greater than

Tnerelore exporu prlprlty,la

(0“ the COBtlJ substi tuti

the councry TAT,
at tne‘expens$ cof

Syt [
likely to sub§1ae

In' an economy with

energy consumptlon .the artifi~"

on for) domestic use

involve ser 1Jus growth 1mned*ng
in the ycars ahead prcobably

| ﬁom25ulc eco-

those ‘experienced inh the.paétq

in areas where

the above_probiems appedr to be most pronounced.

(7) A deepening of integration.in the extractive.in-

'Tdustry is unllkely to take place within the' CMEA in the. periocd

‘under rev1ew to such an eéxtent

that 1t coulh make- 1nt a~-CMEA

ﬂesource flows 51gnlllcant1y more aynam1c. The 1mp1emeﬂuatlon.

,;ong term ravi- mate¢1al and eriergy btarget programme seems to

- be constra;ned by the 1nsuLf101enu financiall resources for

jéint-co¥operation-brojeéts A

relilance on non-CMEA

massive

ILnan01a1 regources wou d result in an lnadm1551b1y large in-

crease 1n indebtedness,

'_oe-excluded. in addltlon

ana therefore -this alternatlve may
the energy’ targeﬂ programme is

ﬂuClCaP powers cenbrlc aﬂd Qld not envisage major cooperaticn

'Ln tnc_satlsfa0u;on 0% the demand IQf'petro¢eam and naturgl

gaslg

H
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in Lne suppiy costs of raw materlals and ene

,CMmA so“rbes

o wequlres a br0adenlng of scopﬂ and a modé”nlzatlon-OI

oné-may draw that conclu51on thau the LaStU tﬁé'ihcréaée
irgy 1mported from

he hlgher the Pelatlve profi-

cetorlé parlbus
|
ive sources. Our projections

Of 1mports from- alternat
thau.ln the case of several maJo“ fuels ‘ané minerals

in the snare of non- soc1allst counfrles/malnly de-
countries / in meeulng of East European 1mport needs

tability
indicate.
the rise”
veloping
would becomne 1nev1uab1e 1n the perlod unt 1}2000 This app-

lies to petroleum natural gas,_lron ore, phosnhate rock and

cecal. ~For some comﬂoultles che pfodeCued 1990 1mport needs _

from non- CMEA sonrces 15 showq in~ aole 7.
CMEA 1mporus of raw rater¢a7s and . energy Lfom aeveloolng co-

untries in 1990 has Deen premaﬂed 1n two v£r¢ants. {1) as-
suming that’ the exPorts for demana manageménu 1mproved con-

"servation perlormance)'wlll n0u produce tn% d951red resulus,
(2} assuming that the EIfOTuS to modefatel hellncrease in
demand will prove successzul _uhe growth ﬂate of raw materials

and energy consumptlon will slow cowh conslcerably and there

will be a narked me”OVEHEHU in SPECLPlC %npat use.A

e R

f,.L The need ‘and neans for 1mprov1nw the’mechanlsms of Wast—
| )
—Soath”coopeﬁaulon din the raw materlais sector

o : . A i
The need Ior a - certaln Qegfee of EXuPOVE;SlOn in the

fuels and mlnerals 5upp11c¢ of tne Eu“onean}CMEA countries
the

mecnanlsm of cooperatlon A the vaw mat eklals seutoL. In
“most of *ne European CWbﬂ coun ries, hovaer a greau deal
means

of incertitude Sulll pfevalls concern$nw uhe ways and
7”uel° and mLﬂEfals procufemenu from #ne developlng countries.

£
. . K .
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Mormage and .value forecast for 1990 of the imports of certain key mineral cotinodities

by the‘Eur*bﬁeah CMEA countiies from the developing countiies
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If the mineral iImports is. to row substantlally as

expecued ‘then one-off, short- ~term commeL01alldeals will
p”ove less and . less suluable for bandllng theflncreased cur-

’nover. The aim belng to twade quantltles that’cannot be re-

garded as marglnal any ‘more, short-term snramght commercial
|

.deals would not only hampe; inport purcnases’at tlmeu,_'n
'iunctlon of the ' markct altuat¢0ﬂ prevalling, but the -CMEA.
,counurles ‘in Lhe dvgregate would thus come t exert rathcr

a e“ronn markct modl;ylng 1nflucnee, 1mp11fy1ng prlcc Iluc~'

'tuationb utrong enough ae 1t is .cn world comﬁodlty markets.

co ' very esseqtlal ¢a0uoL»m111uates for the EurOpean CMEA

'counurles to organlze thelr pfocuremenu of fuels ‘and mlnerals

A?rom the developlng couqurles on:a stable 1ong-term baszs toh

the uax1mum peselble extent._G1Ven the Pluethaulons of the
fuels and mlaerals;mefkets this type 01 cooperatlon may
prov1de adequate economlc security to both the. buyer and--the
seller. ThlS approacb nece551tates the estaﬂllsnlng of closer’ ‘
tles between 1mportefs and exportewe In thlS respect it is
indicated to buﬂld upon the Lavourable experlence accumulated
in sevefal nuronean CMEA coun ees and developlng countries in

the course of 1mp1emenu1ne compensaulon ‘deals, lonv-term sSupply

arrangemen S and JOlnb ventures. o IR .
"'J" Lt

Fuels and mlnerals contacts betweenjtne European CMEA
countries on the c¢ne hand’ and ne developln .countrles on tne
other must extend, to a ruch gweaue¢ degvee than nefeto;ore
to dlwec+ cooperatlon in teehnelogy productloﬁ,_proce351ng
and marketLHg It is neeessary to rely,'more oroadly than
heretofore, upon sucn e;oger_fefms OT coopevatlon in ‘produc-

tion as compensation -deals, jgint’venuuresl 1nternat10nal

———— -
.
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‘coneertia, serviee:centracts,‘etc._”.‘ s

.:ovef and'abeve creating long-term foﬁndatiOnt'for raw mate-"
_rlals supplles, the. more sopnlstlcated forms| of" COOperatlonu

in productlon tend to prcvb benef101a1 to bokh partles es-

7 pecmally in tho e caceg where the project c&qutltutlng the
obgect of cooperatlon is: capaole to D”oducela commodity at a -
.total cobt 1Gwer than- the WOPLd market prlcé whether this
'1; in xact p0531ble depenus, uo a not 1n51gn1flcant extent,

on how far tne economlc management mechanlsm of the aevelo-

'*3p1ng country ana a number of other aeatureslox 1ts publlc

soctor permlt thc organxaatlon 01 JOlnt productlon under the’
lu]&n of max1mum Pat¢0ﬂa]¢tj mxperlence haslrevealed that the -
wcaknngueu of Ehe managcmcni mechanism wmthan the state scctors
- tHe dLVGlOpLHE countrles Mmay . OCCduLOﬂley h-mpor the normal
runnlng of cooperat*on venturdé involving dne or more. CWEA
partners A mor e steadfast and ratlonal manage&ent order in
the state sector would make difect productlon cooperatlon in
the,mznerals and Iuelu seCtor W1tn the publlc companies of
therdeveloped countrles more attractlve tolthe enterprlses of

the buropean CMEA countr¢es._._' e - f' ;o
- _ R _‘, R "(_ - |. .

lellcultles mlght arlse “on: the SWdF of the European
CMEA coantrles, £00." The companlea of the CMEA countrles are
-usually geared to- tné" 1nterna1 economlc que of those count-
ries, ope”atlng unaer a set- Gf pvemlses whlch very offen do
neot regard risk as an essentlal element 1n bu31ness calcu-
lations. The preaomlnant type oa-econ0ﬂlcforgan¢zat¢on in
the CMEA couritries is in roverted with n$ great ablllty or
wllLlngness for dlre“t ventures orn forelgﬁ markets; wnereas
the opewatlon of tne spe01allzed forelvn traae organlzablo
is largely confined to straight bf&dlﬁlOﬂFl commer01a1 deals

e



- of buylng and selllngu There are there;ore cémparat;vely

few ecc+iomic orgenizations in the CMEA counurles which would

. . | .
the s ere of straight commercial deals, on the theatre of

the non—sobialist part-of the world economy.|

be capiolerof purpeseful and efflplenu actlon ‘over and above

in v1ew of the above it appears neéepsary to set up
mechanlsms and organlzatlcns 1nclud1ng auuhorlzatlon to ex-
tend credlu and guarantees which would Dermﬂt the individual

CME& countrles’_enuerprlsesnto undertake 1nlthe mineral sec-

S . . ; . - | : .-
tor of-the developing countries business. ventures requiring .
greater quantities of finance and.would'iﬁv?lve a greater
risk than is usual within the~soeialiet-edonomies.f '

In the area of cooperatlon 1n the mlherals and fuels
‘sector beuween the develOplng and the Euronean CMEA countries,

nthe obstacle is sométimes encountered that Fhe 1nf1uent1a1

uransnatlonal monopolles based 1n the- deveﬂooed market-economy
countries - through a- varlety of contractdal arrangements -
keep under their control the rlchest and cheapest -to- explolt

i mlneral dep051ts of many a developlnc counéry. The. creatﬂon

of a more exfectlve de facto ‘control by th| develop ng coun--‘
urles- w1th due attentlon to ecoriomic ratlonale-.over,thelr
natural resources would create ‘a nore solld foundation on
whlch to base uhe cooperatloq of the two groups of ceuntriee
1n tne fuels and minerals sector. Certainly, theLCMEA'country

companles shoula take ﬂnto aecount the fawt that in the mine-

.ral,mln;ng,of deveIOplng'countrles there is a sharp cempetl—

" tion By the Western transnational mining qorﬁerations-commanding_A
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.flrm positions and substasblal exoerlenceu in the Key. branc-

.hes,o he exbractive 1ndusbry ln mos» deVelelng countries.

One ‘of “the grave obstacles to 1nten$1%jlng'besoufce

'cooperatlon between the developlng and the: european CMEA co-

untrles is- the predomsnanuly bllauewal nabuqe of relations.’

"There is the contradlctlon bhat whereas the European CMEA
'countrles between.them have succeeded in seﬁtlng up a- sophis-

tleated 1ntegvatlou; their appboach to cooperatlon with third
countries has remalned ba510ally unlntegrated economLcally,

even thougb mining would be a sectow pre- em%nently suited rfor
multilateral arrangemernts. Lnternat1onal mining ventures usually
have & large number of UarthlDaan ,as-a- resulu of the- de- ;

sire to spread the Llnanc11g buwae 15, which are—qulte-heavy.

-as a rule, as. well as the’ eeonemlc and’poliﬁical risks.

_ 48 po*nted out above,.experience has| shown that num-
arous’ 01nt mining progects of European CMH A countries with
develuglng,countrles had failed to mater1aﬂ1ze because, in -

' the majority of cases, the CMEA partner acjlng in isolation

felt'the financing burdeh and the risk fo be excessivé. A

more coordinated approacn by the CMWA counlrles eould aoubu-

less infuse more momentum into mlnlng cooee”ablon between the

" two groups of countrles It—woula on the10ﬂe hand, increase

the prcpen51ty of - the individual countrles to. partlclpate -
1n 'such. ventures by spreadlng the. burdens of rlsk and finance.
On the other hand, more efflclent many 31ded and larger-
—volume technlcal and ecosomlc a5515uance made poss1ble by a
JOlnlng oﬂfforces among several CMEA countrles would enhance

-also the ihterestedﬁeSS‘of the-developing—country partners.



JM CThe part1c1pat*on uﬂder the sign of- c¢0perat10n of

mowe thaﬁ one 1n+erested CMEA country in the extractlon aﬁd
'probe551ﬁg OL the m_neral resourées of a developlng countﬂy
and in. auvmentlng 1ts mlneral export capabllltles could De

_reallzed i a varlety of forms. the Derformaﬁce of JOlnt geo—

loglcal prospectxng, the extension OL progect tled credlts

'agalnst proportlonéto iuels apd/or mlnerals unpllcs,.301nt

constructjcn of mining and proces sing facdilit ¢Lu; the branching
-out of come of the ex1st1ng 1nternat;ona1 econom1c organlsatl—

ions and operatlve entlules Jnto mining aﬂd m1nerals proce581nv

|
1nAthe develoolnA'countrles, the c”eat;on of new 1nternatlonal

socialist joint companles empcfe“ed to embarK upon joint ven-
tures w1th the- state-owned mlnlnd conpanles of the aeveloplng.
countries; the creatlon of _a centre of 1nformat10n and coor-
dination to Drov1de 1n51vhts 1nto uhe alms,'progects and op-

porbunltles of cooperatlon.'r‘iﬁ = ;f-‘u_-';ﬁ'

- - __-l y -

It is-a uask of the CM?A countrles oO seb up the right
_condltlons of 1nterestedness -organ;zatlon ﬂnd flﬂ&ﬂClﬂg in-
dlSpensable for the wide- ranglng appllc 10n of this type of
multilateral coooeration. An’ aﬁproprlate seﬂ of conditions
should be created. dn-which® - in contraSu to the past - no
multilatefa‘.venbure would De dOOned to failure on- account

- of the low level. oP SODhlSulcathﬂ of the. ir uerests, orvanl—
.sations and credlt fac;lltles.lnvo;ved. In.uhls connectlon,,

the important problem must be taékiéd_that;Tin the case of.
cooperative ventures, the individual- CMEA m@mner countries
should exhibit. a greater w1¢1¢ngness and readlness to under-
‘take & prlme contractﬂng role. The- Internau~onal Investment
Bank 6f the- CMEA would have to.play a role anomparably greater
.and more efficacibus'than its present cne in ﬁinanéing and

L
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guaranteeing . mlnlnc venuuees enuered on.by consortla of se-

verali- CMEA counurles 1n developl ¥ country The sums

- rather. llmlbed-at DI esent avallable.ln a Spe01a1 Fund

- of the Investment Bank'created for- the purpose of Llnan01nﬂ
ccoparation with une developlng couqtﬂles should e ~expanded
in proportion w1th the grOW1ng capltal requlrements of coope—
ration, and used”mOFe freely Ior grantlng credlps to the ca-~
. : a situation could

pital- -intensive mlnlng ventures Inﬁthis'wayL

gradually be creaued where, above a'eektein

1imit of finance,

‘ the extension of credits and guarantees to joint mining ven-

tures by several CMEA countries in e-develdpiﬁg country would

automaulca11y becone the task OL the Investment Bank.

In ldentlfylﬂg the long—te m- pPOSpeCuS of mlnlng co-

-operatzon between the-two country wroups 1J_lsrlnd1caued to

}

resoect to “the maximum pos51ole EXLEQt the. vigorous striving
of the developlng countr*es to expovt 1ncrea51ng quantltles
OL—bhe minerals prodused ih’ thelr terrltory in processed form.

In a substantlal number: of develoolng countrles ~1ndustr1al-.

ization can unfold most successfully and 1n the mdéﬁ'natural

way by relylng On a domestic raw m teﬁ;als base. Therefore,
the developlng countrles W¢ll 1ncrea51nvly glve prlorlty to

the exoort ‘of semi- ILﬁlShEG products as” aga%nst the direct

export of prlmary commoaltles, uherefore-lt may-‘appear, in~

dispensable, from, the point-of view of-ensu 1ng raw-material

supplies, to. 301n in the eStabllshment of approprlaue manu-

facturing act1v1t1es 1n a sultable form of. co operatlon.
Intentlons Lo. c00perate in uhg;ﬂ¢ning sepuor alone will in

the future, even more than at present, encounter uhe reluc-

o
AL

tance of the'developing-coﬁntries. Avoiding the confilicts- o
- B : S




{ in value terms of the total 1ron and steel 1mport

'1nuerest that mlght emerge in thls context ‘is in the common
‘1nterest of both the deveLoplng and the CMEA counLrles.'

|
) Even toough a subsbantlal snare of the‘ecoLomlc and
technlcal a3513uance Dj ‘the European CMEA countries goes
1nto uhe oevelopment of fuels- and-mlnerals oroce381ng in-

trles into the

: dustrles in the oeveloplng countrles, the- share o “imports
of- semi-finished goods from the developing cout

7Eur0pean CMEA countrlos is marginal. In 1980 0. 1y 1.2 per cent
l of the Euro-

pean’ CMEA' countrlea or ted from the Third WOP é@ {in 1970

it was also 1.2 per cent) '1n contrast, the shire of the ae-

veloped markoet- oconomy countrics was rather high at 3;,6 per

i (cr‘“(Ln 19?0 30.7 per’, c;nt) This wide gap is but partly’

'.expialned by the dlfferences 1n quallty and produ t range_ﬁg
between. uhese two sources of 1moorts The share. of p“oductsf
ovlglnatﬂnc fron the develop ng countries’ was; elatlvely tow .
-(10 6 per cent) also in the EurOpeao uMbA countrles’ overallr”
1mpowts of non ferroas metals, although the plcture is dis-
torted somewhat theLe by .the role  of 1ntermed1£rlés in thls
case, however, the éhare of -the Third World 1n?reased from
bbb per cent 1n 1970 The developlng countrles share is ex-
twenely low also in the 1mports of chemlca1° (2 5 per cent
in 1970 and 1. 4 per ‘cent 1n 1980) as the developed market -
economies dominate the 1mport plcture (45 2 pe% cent in 1970

and 63.6 per cent in 1980) 17

It is de51raole and poss;ble to modlfg in lﬁture these
proporticons 1in. Lavour of the developlng oount”1es| This requ-
ires the setting up . and the ma531ve developmeﬂ .off a complex

vertlcally orlenued System of cooperatlon whlch wculd_contr

gl . - . ‘ ‘.' i

N ,._',' 1




- . | - .
:rlbuue to the satlsfactlon of the European ‘CMEA countries?

-.'grow1ng reeds 1n-mater1als and semis .in such d way as..to

oo

promote at the ‘same tlme also the complex devélOpment of
) mlnerals pr008551ng 1ndustr1es 1n tne develop#ng COuntrles'
11nvolved thereby enhan01ng the motlvatlon of thos e co—.ﬂ_:
'uncrles 1n resource cooperatlon COmolex prog#ammes of co-
'operatlon ooverlng the eotlre chaln 1rom'm1n1ng t proges-

sing and manufacturlng can be oullu on-a safe marketlngfba—
se 1f oart-of the Joutput is earmarked for satlsfylng the.

'demand of the CMEA councrles. lhe success and eff1c1encj of

the complex vertlcallj orlented progpammes depends essenti~-

|
ally on the multllateral part1c1oatlon of the CMEA ‘countries

and on thelr coope“atlon 1n the- reallzatlon of these program-

mes.‘Under such programmes 1t would be poss1ble to organize
urllate al cooperatlon schemes based on. partlclpablon by. one
or more economic organlzatlons of the aeveloplag, developea
market- economy and CMEA countrles. In sucn @ way,‘thé_extre~
mely low peroentage /less than 3 per cent/ -of mining. ventures

among” the current numbel of;trllateral cooperatlon pfojects
could be 1noreased 18 _2-,}}}ﬁ:g—#:;::“:fﬁ-;;

Experlence has shown that. uhe ‘scope’ of obhimizatiom inherent
in the mecst reasonable’ comblnatlon of the 1aputs of;the coope-
ratlng oartners (labour,. technology, capltal management;

marketing, R and D, etc ) can ‘be exp101ted the most effici-. .
, ently in complex ana. 1arge scale progects.

A ‘more direct cooperatlon in the fuels and minerals

se0uor between the developang and the European CMEA countries

would be- served also by the conflnemenf or ellmlnatlon of
1ntermed1al1es -who in many cases play an 1mpoﬁtant role even
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today Even though in recent years 1nd1rect trade flows
through 1ntermedlar1es have exh_blted a decllnlna trend
imports - through mlddlemen may make up as much as 15 to 20
per cent of t0ta1 1mports (e g 1n the Latin American im-

ports of- Czechoslovakla and &uogary} 19

Trade .by intermediaries
1”15 especially exten51ve in non ferrous metals (Jln copper,

' etc.). The 1nterests of the developlng countrleﬁ coincide .
with those of the CMEA countries in the stre gthenlng,of di=
_rect ties, in the exclusmon of intermedlarles At present.'
intermediaries may remain 1n business because;'in some cases,
they offer more: favourable terms of prlce and dellvery than

the orlglnal exporters

3.4 The.traﬁsportationlissue

-'In the context of expandlng cooperat;on in the fuels
and mlnerals sector betwecn the developlng and tne-European

_CMEA countrles and of the’ enhanced geographlc dlversifica:.;
C“tion of the CMEA member countries? procurement of* fuels and
"mlnerals the isste cof sea and land- frelght handllng capaci~
‘ tles and of the portuary capabllltleb of. both the developlng
_and the European CMEA partners -arisés as a- prob em of ine-
;re331ng importance. 20 & v1gorous collectﬂve erf rt by the
,'EurOpean CMEA ™~ oountrles w111 be needed to. av01d a situation
"where transportatlon 1nfrastructure may becohe % limiting
rfactor of cooperatlon with the devoloplng countrles. As, shown

-by the exporlence galned 1n numerous concrcte ventures, the

'development of tran portatlon 1nfrautructur~ promotJng both
1OCa1 proeeqplne and exports muut he an orgdnlc constituent
of_eyery programme of_cooperation in the mir{ing sphere.fTho




‘sophistication also 1eaves a great deal to be

‘the most remote sources.) The

places of consumptlon 1nland _The env1saged

'&;'SuMmary'and]Conolusions

b
1

. 1

T
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ports of the European CMEA countries”whichleeceiVe the raw

materials from the developlng countrles as bulk goods are

currenuly operatldg at or beyond the extreme llmits of their

oapabllltles in the majority of cases, and’ their technological

present

desired. (At

there are w1th1n .the’ uuropean CMEA few.ports equipped

to handle the glant frelght vessels whlch would render it

p0551b1e to purchase bulk goods at reasonable

cost even from

same holds- with oertain quali-
'.flcatlons also Ior‘the land frelght capac1t1es whose task

is to Haul. the raw materlals rece1ved &t. the por%s to” their

pansion of 1mpOPuS of fuels and raw materials

marlnes, ports and land transportatlon fa0111tiee

task makes it 1ndlspensable

tereSued nuropean CMEA -countries,

side.

Cof ransport 1nfrastfuctu”e development ohose

countries whieh - bave dlspon81b1e cap*tal for

abroad and env;sage

|
roleum and minerals 1nto

\

especially'on'

it is to be recommended Lo 1nvo¢ve 1n the

dubstantial ex-

from outside

. the European CMEA wWill render, 1nev1table a dynamlc expansion

~and modernlza“lon of the nuropean CMEA countrles’ merchant

21 5 This

to unite the effarts] of the in-

L
il:he financing

F‘J_narmement
develop;nv

I
1nve5ument

the expan51on of unelr exports of pet-
the CMEA countrleu. An%example ‘of
_mu1t11 teral cooperatlon 1n fhe. fleld of transportation‘is

tne A‘“la Plpellne, J01nt1y constructed by Yugoslavia; Hungary

I
and C“echoslovakla, to whose-flnan01ng certaln petroleum-pro-

. : - . |
ducing countries of the Middie East also contridbuted by

granting credit‘S._22

. The min

rals and fuels situation in the Buropean CMEA
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'countries' taken overall, 1s characterlzed by a blgh degree:
of self suff1c1ency, in fact, the CMEA group és a whole is
a net exporter of many 1mportant fuels and m%nerals (crude

_petroleunm, natural gas, coal copper, zinc, nickel, potash
“ete.). This c1rcumstance endows the - ‘CMEA community w1th a’
high economlc ‘security, the advantages of which become man-
1iest especrally in those perlods when the co moJlty markets'
of the non- soc1allst world are characterlaed by imbalances
and. violent fluctudtions and by a tendency to%ards polltlcl-_
‘fzatlon. In;the.19703 such tenden01es unfolaed w1%h a. v1gouri
‘_never ekperienced'belore on' mest of the COﬂmOdltlLS markets,
but especially on. the market of petroleum. Over uLe “last three
decades the CMEA 1ntegrat10n has reached the' reatest inten-

. | .
-81ty 1n the mlnerars ard fuels sector of the member countrles.

-During'the seventiee;'fuels and mineraﬂs imports from
'- the Third World have becoﬁe of iner ea51ng 1mportahce’to the
’ European CMEA nevertheless, as 1ndlcated by the fact that in.
,1980 more tharn one fltth in value term of the, total. mlnerals
and fuels- 1mports of the European CMEA’ orlganted in the de-
veloolng countrles ".The developlng countrles. shdre is". es-.
foecrally 51gn1flcant in the case of metalliiferous|ores and

-quels.'_J'-L“‘_ ) : | :

Over the seventles the 1nst1tutlonal arrengementsﬁgj—

for organlzlng East South mlneral deveIOpment eooperationh -
‘have been charaoterlzed by~ 1ncrea31ng dlver51ty,acomp1exityf“

: and SOphlSth&ulOﬂ.d— : 4.‘{;‘ g,i‘ PR “i,

Technlcal a531stance by the oOClallSt countrles to

the aevelopment of mlnlng in the thrd World cPuntrles

-constltus an 1mportant element of cooperateon The European

e —
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CMEA counurles, whlch have a substantlal experlente and a

a sophisticated scientific-technical base in ml#1ngg provide in

many a developlng countrv an extensive technical|assistance
in the- aeoldgidal prbspecting‘for natural resdurces and in
the creatlon or development of - the- natlonal mlnlng industry.

In mlneral development cooperatlon compensatlon agreement
has been 1ncrea51ngly used ‘as an arrangement to compensate the
European CMEA cduntry for its direct flnanc1al and technical
contribution to the mlneral deveIOpment in a developlng country
by resource dellverles ~These: long term agreements as a rule,
include the prov1s1on of credlts by the CMEA country ‘companies.
Promlnent .among- the compensation deals is SOV1et Eoroccan phos=

phate agreement and the Sov1et Gulnean baux1te scleme.‘

Over the last decade the CMEA countries haveJ tended to
' 1ncrea51ngly rely on such more soohlstlcated forms of mlneral

; development c00peratlon as the JOlnt equlty ventures. At the
'end'of,l978 out of the l85 CMEA- country—301nt ventures Opera-
" ting in the- Thlrd World, 51 were engaged in re%ource develop-

ment 64 per cent-. of the total capltal invested by |the CMEA
countrles 1n ‘joint compadles 1n the developlnglcountrles and
92 per cent of the fixed assets of those companles were in

resource develOpment 1ncludlng mining and mlnerals processing.

- -ThlS reveals the CMEA investments in the developlng counurles

‘are rather mlneralSworlented In the developlné countrles,
wholly owned CMEA country companies are very r%re* most re-
source related 1nvestments are in jointly- -owned cdmpanles in
wnlch the CMEA stake represents an equal or mlnorlty.holdlng.
The. CMLA enterprlses prefer to establzsh JOlnt\ventures'With
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public companies in the”developing countrles}'_' o

In minerals cooperation between the Eufopéén-CMEA
countries and the developlng gountries-long-téerm supply ag-
reements acqulre a .growing 1mporuance These agreLments of=-

ten.inpolves granting oommercial'credits or providing a.var"
rietygof_technical'serVices-on~oredit’by-the QMEA‘codntries
‘to the developing countries.” T . - d
o Multilatefal cooperation'in'the mineréf de$elopment
is the. least developed form in the relatlons of the two -
groups of countries. Whereas the CMEA member cpunérles apong
them are organ1z1ng tnelr cooperetlon in the fuels and mine-
rals sector under tne 81gns of ever deeper 1ntégratlon and
"growmng multllaterallty, economic and technlcal asisistance
to the development of mining in “the developlnglcountrles
goes on 1n an. essentlally uncoordmnated fashloﬁ, although ’

- the. large amounts of capltal requlred as a- rule bylmlnlng .
proaects, the need to solve -complicated ‘technical problemsl
and %o spread ‘“the. economic risk ‘would make it both‘reasonable

~‘and de31rable to unlte the efforts of-the EuropeanlCMEA

_countrles w1th a. view to a more multllateral approach

Pollc1es and’ prospects of soczallst countrles 1n"
East South mlneral development cooperatlon are slgnlflcantly
‘affected by the evolutlon of intra- CMEA resource 51muatlon
_:and cooperatlon Our forecasts suggest further dlfflCUltleS_
“in race materlal and energy - 1mports from CMEA sourc%s untll:
: 2000 The general CMEA level shortave of these commodltles

_ L 'I-. ‘;b_
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'~w1ll further 1ncrease - and they will. become even "harder"'|

: |
' commodléles The quantltatlve llmlts to 1mpoqts from CMEK™

sources w111 make themselves felt. more v1gorously Lthan be--
'_:fore the cost advantages of theSe 1mports—relat1ve to nori=.
'9-soc1allst lmports and. to . the development “of- domestlc mlnlng
o wlll, in general substantlally dlmlnlsh andlln certain. ca-
'ses . even dlscontlnue. The lncrea51ng dlfflcultles of CMEA 1m—'
ports- are ba31cally connected w1th the spe01f%c development'

problems of Sov1et mlneral mlnlng and with the 1nhdequacles -
of CMEA resource co—operatlon. R -

The faster the- 1ncrease'4n the_supply %ostL of raw
'materlals and. energy 1mported from CMEA sources, ceterls
. paribus, . the hlgher the relatlve profltablllty of imports-
. from alternatlve sources ~Qur ana1y31s concludes that the
‘rise in the share of non 5001allst countrles Omalnly deve—
. loping countrles) 1n meet;ng of East European resource import
‘needs would become 1nev1tab1e in’ the period unkll 2000 This
‘dpplies to petroleum natural gas, 1ron ore, phosphate rock
and. coal,. The- report_prov1des a forecast for CMEA 1mports of
raw materials and energy from. developlng countrlee‘in 1990
based on two scenarios: (1) assumlng that the fforts for de—

"mand management w111 not produce the de51red results, (20

‘assuming that the efforts to moderate the 1ncrease in demand
_w1ll prove success;ul the growth rate of- raw materlals and
energy_consumptlon‘W111 slow" down con31derably and there wiil
be a marked improtement in'specific -input use.!In both cases,
_CMLA 1mports from the Thlrd WOrld w111 be- 31gn1f1cant}y_higher

than -at present
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The relative extroversion that’wili'be%ome necessary
in the. fuels and minerals procurement .of thé CMEA countries
will render 1ndlspensab1e the exten31on of cooperhtlon in
raw materials ‘and the modernmzatlon of 1ts mechanlsms.-lt Will.

~be necessary to rely, to a greater extent thaﬁ heretofore, on’
such closer and more direct and sophlstlcated forms of coope-

.ratlon 1n productlon as compensatlon agreements, 301nt compa=-
‘hies, nternatlonal consortla, Jolnt soclallst}lnternatlonal

. enterprlses and service - agreements. Cooperation li mining de-
mands multllateral forms more than .any other sphere. It will
be necessary to set up in -the European CMEA cohnt 1es the con-
ditions of~ enterpreneur1a1 motlvatlon, organlzatron and cred-
‘”1t1ng that are “the- prerequlsltes of wide- ranglng multilat-
'leral cooperatlon._In developlng mineral cooperatl n- between
the two groups of countries, the str1v1ng of the developlng‘
_countrles to export 1ncrea51ng percentages of .the minerals -and
: fuels extracted on . their terrltory ‘in processeé,fqrm must ‘be .
- satisfied to the greatest p0551b1e?extent. This;regoires the
'settlng up of a complex vertlcally integrated-systgm of coope-
ratlon whlch can contrlbute to the'satlsfactlon of the Eurco-
pean CMEA countrles"demand for resources in slch way as

to promote at the same- tlme also the raw materlalsjproce351ng
in the developlng ‘countries. The soc1a11st countrles should
seriOuSIy consider. some.rationai reorentatlon Af thelr semi-
A‘-manufactured goods 1mports from the developed|market eco- -

. nomies- (whlch at present play a domlnant role in the overall
"CMEA 1mports of these products) towards the deJeloplng countries. ”
_It also should be . taken accoufit that ‘the prOSpectlte expan510n

:of cooperatlon in raw materlars between the two'groups of
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countrles presupposes & substantlal expans1on and.modernl-

zation of transportatlon 1nfrastructure in both the develo=

‘ping and the European’ CMEA eountrles._
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.Str1v1ngs in that dlrectlon are 1ndlcatedJ for example,
,,by the, fact that, after the Soviet Unlon, the other

non—land locked European CMEA countrles /the DR, Bul-
garia, Poland/ ‘have also.embarked upon programmes of

tanker- constructlon. Bulgarla which, at pFes nt pos-
' in tanker’

Japan, .-
I

An 1nterest1ng deal of cooperatlon in haulage}has re-

cently been concluded by Bulgaria and IranL Thie two

'countrles have created a jaint tranSportation company,

'{_52 per cent of the subscribed capltal of whlcthas beén.

' prov1ded by the Bulgarlan and ‘48 per cent by t

e Iranlan

'*ﬂ.party. As an 1nterest1ng feature, 30 per cent Pf the

subscrlbed capltal was extended by Iran- 1n|the{form of -

‘-petroleum dellverles, and only the remalnlng 18 per cent_
“Tln cash. . Lo .
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Andrés Inotal. ,
Economlc|Re1atlons between the CMEA and the EC at the Beginning

| . of the 1980s |

| /Facts, Trends, Prospécts/
: |
i O |

The ‘problem of relations between the't%o éuropean integ-
rations can be approached from several aspectsJ Literature
concerned distinguishes legal, as well as pplltlcal or' econo=
mic approaches. The present study 1ntends,to aﬁalyse the eco-
nomic aspect of relations, bheing, however,’also aware of the
fact that the institutionalization of relations is not inde-
pendent from legal and political consideqa‘ions at ali, Ne=-

vertheless, it starts from the point that, in'#rder to having
a clear view of different interests, basic 1ly, economic inte=
rests are to be examined, so much the more becguse -8ignificant
changes took place in this field during the 19705 which can
be enrlched by further new elements in the 19803.

- | S
The Integrations and the Changes in- the Wofld;Economic Environ-

ment ’ : : , -t ’ J

The fundamental changes taking placeyln the world econo-
my during the early-1970s /those in price reldtions, the in-
tensification of structural problems, the modlflcatlon of
growth conditions, problems in the 1nternatlonal monetary sys~
tem, the restructuring of world economlc bargalnlng power, a

‘new phase in East~West relations/ 1nf1uenced not only the be-

haviour of national economies but also thét of regional integ-
rations established in earlier years, Thege impacts occurred
exactly in the period when the integratiohs %hemselves came,
quite apart from world economic changes, ps é matter of fact,
at the crossroads., /13/ In order to maintpining or increasing
the integrational advantages gained earl%er,]in the 195Cs and
1960s, the further internal development of the integrations,

the expansion of vertical integration was required.
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As far as Western Europe is ooncernedl this .was the time
when, followlng the Customs Union and the Fommon Agricultural
Policy, ithe first plan to form a monetary and economic union
was elaborated, the Community-level industrial policy took
shape /% rather uncertain one, as a matter of fact/, and, fi-
nally, ﬁartly as a result of efforts con%érproductive to fur-
ther ver#icalization, the Community was,eqlarged from six to
nine members., C

The; CMEA worked out, also in this time, the so-called
CompreheLsive Programme, in order to further develop trade
relation%, growing dynamically during tﬁe’previous two decades,
and thos% in the field of manufacturing:specialization, started
more recently. The Programme contained t@g expected main course
of development of socialist integration' in the 1970s and the
1980s. . "

Thus, it is not easy at all to sepa%ate the problems,
tensions and possible solutions, der1v1ng from the inherent
development of the 1ntegratlons, from 1mpacts resulting- from -
the changing world economic environment and from the responses
to these changes. The analysis is even more complicated because
some of the regional integrations are, OW1na to their relative
1mportance in the world econony, actlve partlclpants themselves,
and not only passive "victims", of these world economic changes.,
This is especially true 1n the case of the European Community
hav1ng a relatively hlgh share in world[trade, the enlargement,
and later the accomplishment of the contract system of which
was one of the more important and for ekxternal or excluded co-
untries /for example, for all CMEA-coﬁn%ries except Romania/
mostly unfavourable elements of the 1970s.

We are going to discuss the modiiﬁcation of the world eco~
nomic environment from three aspects: 1, how it generally in-—
fluenced integrational ideas;'z. to what extent it modified .the

e
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- the behaviour, the integrational ideas of|the EC; and 3. what

impact it had on the CMEA, .

1./ Earlier integrational initiatives were slowed down, part-
ly as a result of the intermal develoﬁmént of the integ-
rations, partly due to the change én the world economic
environment. The dynamic element of further development
became less and less vertical integration and more and
more the horizontal enlargement, the extension of the geow
graphical borders, Moreover, the geopraphical enlargement
of the economic integrations was motivated mostly not by

economic but, on the contrary, political reasons. /14/
Another important change took placelin the division of
roles between the economic policy of [members of the Com—
munity and that pursued at the level of the Community it~
self, Namely, while the integration had tried earlier to
reinforce the international economic |[importance of the gi-
ven region and thus that of the members of the Community,
in certain fields at least, and, as 4 result of this, pur-
sued an offensive, active economic pe¢licy, the world econo-
mic disorders and "storms' of the 1970s more and more wi-
dened the gap between the prioritiés'of national and integ-
rational economic policies. The criterion of security was
upvalugd in the economic policy oflthe Community, manifest-
ing itself in a defensive /industrial/ policy trying to
defend earlier positions, artificially maintaining many
times out-dated structures. On the[okher hand, in the. case
of national economies, experiencing jthe deterioration of
terms of trade in the first place, suffering from prob-
lems of both Ralance of trade and bayments, the increase

of exports, looking outward /opening/, the establishment

of economic relations beyond the stpe of the regional
integration became, except a transiﬂory and relatively
short period, an imperative necess;ty. This process was

|
i
!
|
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coméleted by the fact that the adequate choice of part—
ner% became an iﬁporﬁant aspect of progress for the countries
parFicipating‘in one or the other intedration, all of
Whlch had different levels of development and structure.
In the present phase of international economic co-operat-
ion the exclusive or decisive elements of intensifying
thlo co~operation are not necessarlly relatlons between
economies of similar structures, suffering from the same
problems but, on the other hand, division of Jlabour between
econiomies structurally completing each Ether is gaining more
ground,
The division of roles between inteérational and nati-
ona% economic policies contains, even i? itself, cettain
teneions between defensive integrational aims, trying to
achieve more regional security, and the}export-oriented
ones of the national economies. Anothe} source of tension
is ﬂhat the changes in the world economf did not nave the
samé impact on all members of the given integration. In
reality, these changes crossed the syste& of 1ntegratlonal
interests, established earlier, in a sort of diagonal'. way,l
and created a significant polarlzatlon-o& interests with-
in ﬁhe integration /whether one takes, a§ an example, the
group of countries profiting from the ¢hanges of price
relations and suffering losses there, or} the structurally

advanced or declining economies/. ‘ ;

The EC was unable to initiate a process reinforcing the
verticalization of the integration. The differences in the
levels of development became greater and' regardless of
the fact that the frameworks of the mone?ary co-opergtion
were finally laid down, presumably only Femporarlly, the

shortcomings of the harmonization of national economic po-
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licies, the rates of growth and inflation still differ-
ing greatly from each other, increase the likelihood of
new and new tensions. An explicitly national and, on the
other hand, through the foundation of the International
Energy Agency, a global response, one reaching beyond the
scope of the EC, was given to the greatest challenge of
the 1970s, that is, to the aggravation|of energy problems.

‘The working mechanism of the Common Agricultural Policy,

worked ocut earlier, ig more and more Jeopardized, partly-
by the aggravation of siructural problems spreading from
agriculture to manufacturing industry énd to the labour
market, and partly by the narrowing sources of financing
everywhere /we refer primarily to the cutbacks of the West'_
German state budget, supplfing the biglest individual /na-
tional/ contribution to EC budgets, the renegotiation of
the British contribution and the incregse of the importan-
ce of regional support, becoming necessary as a result of
the enlargement of the Community/. In Eea;ity, new econo-
mic policy at Community levels was formulated only in the
case of certain industries, in those seriously endangered
by international competition. Contrarﬂ t£0 Industrial de=-
velopment, announced in the previous period, never carried
out, however, at Community levels, and concentrating on
high technology industries, the EC has explicitly become
the main stronghold of advocating defensive industrial po-
licy, thus causing negative effects already appreciable in
international trade and economic relations.

In order to maintain the in'tegratioh process, due to
the awareness of difficulties in the way of carrying on
economic integration, a partly extra-integrational, part-
ly political /instead of an economic/ 'initiative was requiréc
As for the first initiative, it is well illustrated by the'

b 1
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extension of the system of agreements signed by the EC,

by the entry of Greece, fhen, in the following years,
othat of Spain and Portugal, the industrial free-trading
zone established with the EFTA-countrieé; the preferential
relations worked out with countries in the Mediterranean,
tne Lomé Convention, the agreement signfsled with the ASEAN.
As a result of all these, trade betweenWthe EC and these

- economies, integrated into its system of agreements and

3./

conventions, pepresents, including also trade within the
EC, almost the half of world trade. /25/ Co-ordination in
the field of foreign policy between the members has ine
tensified in the last years; occasionalﬂy even common . ac-
tions, initiatives took place in some basic problems of
world politics /Middle East, South Africa/, and the ear-
lier proposal to institutionally reinforLe the bases of

a common foreign policy was répetedly mentioned.

The CMEA-countries had to face the chang%ng environment of
the world econdmy at a time when their domestic economic
development reached the limits of a certéin period. The
previously abundant internal /regional/ sources of growth
/cheap and abundant raw materials, labour force, capital/
became exhausted or are Jjust about to exhaust, and this
requires to rely on new sources of growth. One of these,
the intensification of international economic relations,
has already been implemented from the late~1960s on, not
quite. independently from the positive chdnges of the po-
litical atmosphere existing at that time between East and
West, The opening process in the foreign economic field
was, however, embedded in the case of most countries, es=-
pecially in those lacking raw materials, in a basically

unfavourable world economic environment: losses in terms

“of trade as a result of changing price relations, strict-
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er conditions of trade even within the CMEA, the price
hike and occasionally physical limits of availability of
from the point of view of growth and exports essential raw
materials and energy sources, the more Entensive competi-
tion of develdping countries on the mos‘ important west-
ern market for all of them, Western Eur?pe /27/, and, not
in the least, EC regulations artificially and significant-
1y hampering their competitive exports,|can be mentioned
here. Since the socialist countries were unable to adjust
with the adequate flexibility to these rapidly changing
conditions on external markets, structural changes were
started only very slowly and contradictdfily, the demand
for raw materials and basic products of the economies be-
gan to diminish only belatedly, the earlier growth model
was reappraised also only partially and belatedly, trade
deficit increased and the rate of their |indebtedness got
higher. Thus, finally, considerable import restrictions
became necessafy which led to the cutback of investments,
to the slowdown of the growth rate and reinforced the re-
cognition in all these countries that a lasting balanced .

position can be reached only through a cbnsiderable incre-
ase in exports and, as a precondition of this, through
structurak change, This means that unlike at the beginning
of the 1970s when imports for developmenLt intensified the
relations of the CMEA-countries with the|ousside world:
economy in the import field, now an export drive ié ne~-
cessary to connect them into the interna{ional division of
labour. /4/ The development strategy already implemented
or to be still introduced to serve this aim was laid

down /or was not, in some cases/ with different intensity

and time lag, for various reasons, in the individual countries.

|

e i e T 4
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AShort Appraisal of the Relatvions between the CMEA and the EC

« As we could see, the changes in the world economic envi-
ronment and the inherent problems of deveiopment of the in-
tegrations considerably modified, in the 1970s, both previous
general ideas concerning the integration process and the beha-

. viour of the two European integrations, It is, therefore,

rather conspicuous that no prqctical chanpe took place in one
field:; the "non-agreement" state, a sort kf "diplomatic foot~
ball game" between the two integrations:still exists. /28/
Heither the improvement of the poli%icaﬂ climate of the early
1970s, nor the expanding East-West economic relations could
change this situation /even taking into consideration that the
idea of nepgotiating between the two int@érations was raised

. at that time/, and nor did problems of tﬂe world economy modi-

fy it. On the contrary, due to the enlargement of the inter-
national system 4f agreements of the Ea,)the unsettled state
of relations between the CMEA and the ﬂC, the ex-lex situation
between two parts of Europe having progredsed during the his~
tory of many centaries of the European ckntinent in ¢clése-eco-
nomic, political, cultural interrelations constitutes, in
practice, a real "deserted island". ;I

The two integrations had for a lo‘g time ipnored each
other?s existence. In spite of this, certain European CMEA-
countries /Bulgaria, Hungary, Poland and Romania/ signed a
so-called technical agreement with the Commission in Brussels
in 1965 because the prdtectionist agricultural regulating sys-
tem of the then Common Merket affected unfavourably their tra-
ditio%al agricultural exports to West Luropean markets.
A significant change occurred in '{rade relations when the
foreﬁgn trade rights of the members of the EC were delegated
tTo Brussels. Thé trade agreements between the EC-members and
the individual bMEA—countries expiredfi 1974 and since that
| |
}.
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because thus they could secure, despite relegating the nati=-

enal rights to pursue a trade policy tq
room of manoeuvres of their own, nationa

in influencing East-West trade developing

time.:

russels, a certain
1 trading interests
‘dynamically at that

In order to institutionalizing the relatlons between the

two European integrations, a proposal fo

r an agreement was

set forth in February 1976 by the Secretariat of the CMEA

based| on the Helsinki Agreement of 1975.
tained the promotion of trade relations,
stacles impeding especially agricultural
granting of the most favoured nation sta

This proposal con-
the removal of ob-
trade, the mutual
tus, better credit

condltlons, trade preferences of the EC for the CMEA-countries

lnterested, protectlve measures in case

of "market disruptions",

settlﬁg up a Joint committee on governmental level then,

furth?r, close co-operation in the field
protedtlon of the environment and exchan
The response of the EC, in November 1976

propoﬁal" of the CMEA could be quallfl?d

5 of standardization,
ge of information.
y to the "maximal
as a "minimal offer}

The ldatter intended to limit the relations between the two

intégqation to the not so important and more general items

“like the exchange of information, standardization and protec-

tion of the environment, while in trade matters only the nego-

tiations between the EC and the separate

regarded as acceptable, These general po

quent meetlngs of later years, elther, e
small  steps taken occa51onally towards r

CMEA~-countries were
sitions, being basic~
altered by the fre-
ven if there were
approachment. |

" X - Negotiations between the two integfamipns started already’
, in 1973~74. For the chronology of relati
/5/, [12/ and /15/.

Lns so far, see /3/,
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e The obvious question arises: why doegn’t Brussels wish to
enter into relations based on an agreement with the CMEA?
Earlier, and on both sides, there were political and legal
obstacles in the way of concluding an agLeement. Neither of
the integrations was inclined to recognize each other. There
was, however, certain rapproachment in thils field at the be-~
ginning of the 1970s /we refer to Mr. Brbénhev’s;speech at
the congress of Soviet Trades Unions in :§72 about "realities
evalved in Western Europe"/, but essentially the EC again and
again questioﬁed the existence of the CMEA as an internatio-
nal legal institution. Beyond doubt, it adted like this with-
out denying the fact of the existence of!the socialist integ~
ration but, in a more subtle way, regarding it as inadequate
for entering intoitrade hegotiations withlthe Community, say-
ing that the CMEA did not have the necessary authorization to
negotiate., This is, however, refuted byib$th the practice of
the CMEA and the attitude of the EC in other matters, As for
the first, the CMEA as an integrational body concluded agree-
ments with a number of countries /Finland| Iraq, Mexico, Yugo-
slavia/ and, further, a number of artlclee of the founding do-

cument of the CMFA .lay down the autnorléy of the socialist

: integration to legislate and to conclude international agree-

ments. /7/ As for the second aspect, the Council of Ministers
of the EC considered as necessary, at the beginning of 1980,
to reinforce the dialogue with the Arab‘League'and also it
signed a co~operatlon agreement w1th the ASEAN, It can hardly
be disputed that the legal status, the institutional power of
the CMEA is much stronger than that of éifther the Arab League
or ‘the ASEAN,
The other often mentioned argument of the EC against en-
tering into official relations with the CMEA is that such an
agreement would, so to say, increase the influence of the So-
viet Union on the foreign trade activities of the small CMEA-

|l
countries, unlike bilateral agreements to be concluded sepa-
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rg%ely with the individual CMEA-countries, Brussels argues
that the postponement of signing an'agreepent between the
integrations serves, inreality, the protgction of the "sove-
reignty” of small CMEA-countiries. This 1s, however, contradic~
tory not only to the opinion of socxallst econonmists but a
number of Western analysts alsq call the attention to that

. this dttitude of the EC is not sufficiently grounded. The

truth is, namely, that the lack of contractual relations be-
tween the two integrations influences unfavourably not the
Soviet Union in the first place but those small CMEA~countries

wnich, on the other hand, are heavily d?pendent on internatio=-
nal economic¢ co-operation and, on the other, the export struc-

ture of which is also unfavourable beca&se products afflicted

| .
with quotas and other restrictions on EC markets represent a

relatively high proportion.in their exp$r%s. /2/, /27/ Besides

this, it is not sure at allthat the individual CMEA~coutries

would really think that their special iAtgrests can be defend-

ed' and, what is even more important, better realized individu-

ally, when negotiating with an economic‘community much strong-
er than themsélves, than megotiating toge%her, as one integ-...
rational community. : i
Finally, the third reason, mpre de#o%d from legally and
emotionally fals arguments, is given by the EC in the form
that an ageeement concluded W1th the CMEA cannot be based

upon- re01proc1ty because the EC has no real economic interests

in signing such an agreement, and in casellt had, still there

sould be no possibility to enforce themlbécause of the charac-

ter of foreign trade of the CMEA-countries /bilateralism, sys-

. tem of contingents, lack of tariffs, central planning of im-

ports/. The free-trading agreement between the CMEA and Fin-
land proves, however,_thaf the separate socialist countries,
although the organizational structure of their foreign trade
is different, can secure reciprocity throlgh adequate conces-
sions. Moreover, Hungary, Bulgaria and Poland do set tariffs
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on the%r western imports, so they are indeed capable of -offerw
ing tariff preferences., Other CMEA-countries /Chechoslovakia,
GDR/ can support imports coming from a given country with spe=-
cial instruments /market promotion, sup 1y of information,
flnancing possibilities, etc./. I realltyl this reasoning of
the ECIalmS at gaining non-ecomomic advantages from the CMEA
in exchange of the economic /trading/ ones offered by it. The
attitude of Brussels is not new or unique‘at all: the economic
"concessions" of the Common Market in the hope of gaining po-
litical advantages instead, gonstituted‘oﬁe of the typical ele-
ments6f the foreign economic policy pursued by the LC in the
second half of the 1970s. They are in cloée relationship with

the trend mentioned already in the 1ntroductlon that the eco- -

 nomlc ingegration tries more and more to dlscover, due to tne

obv1ous i1imits of the inherent developmen and to the conflict

“of economic interests of the member—oouAt£1es, f%gcggr%ggﬁagﬁllcy

tain the momentum of the integrational pr cess, It is 'enough,

in connection with this, to refer to the ggreementlsigned with the
ASEAN which was hardly dictated by the priority of economic
interests of the EC but rather by the hope of thus contributing
to the "political stability" of the Far '

The situation is even more clear-cut, as far as the enlarge-

ment of the Community is concerned: eveA $fficial sources of
the EC admit that the entry of Greece aﬁdl later, of Spain and
Portugal, may cause a number of serious pfoblems which they
wish to counterbalance with Political priofits being hard to
quantify but very much hoped for™, Fina#ly, one must not for-
|
x = Even in the first statements in connection with the entry
of these countries the political contribu ion of the EC to the
stabilization of bourgeois democracies established in the
mid-1970s and still rather “fragile" was mentioned in the
first place. 3 ‘
‘ |
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get that the EC was, for long years, unwilling to enter into

. real negotiations with Yugoslavia to sign:a new agreement,

either. Then, the illness of President Tito, the increasing
anxiety of West European circles for the future of the Yugo- -

slav political course at once aCcelerat%d.the negotiations
and led to end them successfully, satisfying most Yugoslav

aFtention here: Lebahn
noted, in connection with the sudden finalization of the

agreement between Yugoslavia and the EC, that "it demonstrates

demands. /1/ A Western opinion deserves

|
~only that the decisive factor is not the existence or non-

existence of differences between the systems but to what ex-
tent thepe agreements seem to be politically desirable'. /22/
Well, but is there really no economic interest for the
EC to have closer trade relations, wider division of labour
than ﬁuday,'with the CMEA? This question just be examined in
several parts. First, we will discuss the fagts, structure,
main geographical points of trade relatigns between the two
integrations, then we focus our attentié;:on the effects of
the market~regulating, protectionist measures of the EC, Fi~
nally, we will try to point at some, at‘léast possibie, as-
pects, putting them into the foreseeablé gnternational econo=-

mic /and partly political/ environment éf‘the 1980s by which

 we at least hope to significantly refine put probably essen-  '

tially modify the above~mentioned, ratheér|simplified appraisal.
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The Characteristics of Trade Relations bet%een the Two Integrations
OQur statistical survey is limited t$ the second half of
the 1970s, that is, to the period when new, tendencies appear-
ed in East-West trade /first, the increasing deficit of CMEA-
countries then, from 1977-79 onwards, based on the effort of
establishing more balanced relations, thé reinforcement oi so-
cialist exports and, above all, the severe restriction of
imports/. /18/ :
Figures of Table 1. demonstrate tha‘i‘c. trade between the :
two integrations grew dynamically between 1975 and 1980 since,
_ for instance, the exports of the EC to the CMEA increased by
55 per cent, while its imports grew by not less than 160 per
cent. Bilateral trade in 1980 was near 50 billion US dollars,
exactly the double of the level of 1975./As for 1981, the
effects of the changes in the edonomic policies on both sides
were clearly visible: the imports of the CMEA significantly,
its exports slightly decreased,'meaning,iqwing to figures given
in current prices, a considerable fall in the volume of trade.
Another new aspect of trade has been the active balance of trade .
of the CMEA with the EC since 1979. This ?urplus has further
" increased since that time, reaching 5,5 jbillion US dollars in
1981, The importance of the CMEA in the [total imports of the
EC has been raised, due partly to the export efforts of the
socialist countries but, above all, to the big Soviet oil and
gas sales, while the opposite tendency Hag prevailed in the
exports of the Common Market /vhere the‘skare of the CMEA
_considerably diminished/.
Scme general comments are necessary to these figures.

First of all, even the trend of the pasT ?ive years is not
enough to forget that earlier, more exactly before the estab-
lishment of the system of agreements of the EC, trade between

the two groups of countries was more important than today,

!
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for both sides™. Secondly, the EC is douitlessly more impor-
tant, as a partner, for the CMEAS than the latter is for the
European Community /reflecting the well—known asymmetry of
Fast-West trade relations/. It would, howeber, be wrong to
draw the conclusion from this that trade with the CMEA is not
important for the EC bebause, beyond the political reasons,
the importance of the CMEAwmarket is almost as great, even
today, for the EC-countries relying intensively on exports -
and, in general, on the participation in|the international
‘division of labour, as that of the USA. _
Besides this, the socialist market is|of especially
great importance from the point of view of|the future of cer-
tain industries, About one-fifth of metallurgical equipment,
‘steel tubes and steel plates goes to CMEA=~ harkets. Finally,
it deserves also attention that the CMEA-relation meant for
. ~the EC~countries, in the major part of the|1970s, and if one
excludes the Soviet Union, means practically even today, a

source of trade surplus and in some cases it contributed sig-
nificantly to the success of the efforts lof West European

countries suffering from balance of payments problems, to
restore their external balance, The aggrég?te surplus of the
EC with the small CMEA-countries reachedl during the 1970s,
about 10 billion US dollars, /3/

Thirdly, and this is in our opinion ome of the most sige
nificant changes of the last 5-6 years, dyﬁamics of bilateral
trade received their "energy" more and more from the Soviet
Union’s\sales, more exactly from the increase of oil and gas
x.- For |example the share of the EC in the total OECD-exports
of the CMEA, amounting to 64 per cent in 1980, meant only that

it reached again the level of 1965, /8/

a

| |

l | 1
1 ,

-
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exports, above all, due to the increase of [ their prices,
This changee - % only the balance of trade |between the two ihn
tegrations but caused significant modifications in the rela-
tive positions of the individual CMEA—countrles in the field
.of trade with the EC, !

Table 2. reflects these changes. The‘share of the Soviet
market 1n the exports of the Common Market |to the CMEA increased

|
between 1975 and 1981 by more than 3 percentage points, to

over 45 per cent. It deserves attention, 5431des this, that an
almost similar gain is characteristic of the GDR and Hungary,
too. The growth of the relative importance |[of all the three
countries can practically be explained by the considerable
contraction of the Polish import market.

A more significant change took place in the CMEA-exports
to the EC. As a result of the oil price ch&ngés, the share of
the Soviet Union increased, within six yeérs; from 43 to 60
per cent, camsing the decline of the sharé Lf other CMEA~

countries /except Bulgaria/, The share of Poland fell to exact~
1y the half, losing 10 percentage points bu%, at the same
time, 3 percentage points were lost by Chechoslovakia, more
than 2Iby Romania and exactly 2 by Hungary, the latter despite
its pursuing a relatively consequent export polmcy. It deserves
special attention that from 1980 to 1981 not only the value

of exports of Poland but also that of Chechoslovakiam Hungary

and Romania considerably decreaged

Somewhat minor and in the table not aggregated changes
took place amont the EC-countries, too._Contrary_to certain
French worries that the development or possible institution-
alization of the relations between the two integrations would
mostly mean that Westi German interests could be realized
better than those of other countries in the Community, the
share of the FRG slightly diminished, sim%lfrly to the case

of Italy, having also considerable East Egrapean economic
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interests. On the dther hand, the perceniave of Britein, France
‘but even the Netherlands grev in the totallexports of the EC
| to the CMEA. . R
The commodity pattern of trade between the two integ-
rations clearly shows that the historically established com-
plementary division of labour between the two regions still
prevails, While the EC sells, above all,!méchinery, equipment
and chemicals to the CMEA, the exports of the lattér still
consist mostly of raw materials, energy spurces, then, furthee,
of agricultural products and industrial goods representing re-
latively less sophisticated labour. That i3, the trade pattern
of these two, industrially developed groups of countries is
unlike the one characteristic of industr151 nations, of the
industrial division of labour established worldwide among then,
On the contra;y, intra-industrial divisioPlof labour did not
expand during the last decade, that is, during the period when
East-West economic relations were developing rapidly. The co-
efficient of trade overlapping in industrial trade was 41,5
per cent in 1973, 40,4 per cent in 1977, wh&le it increased
~ from 62 to 69 per cent between the EFTA and| the EC and from
43 to 54 per cent between the South uuropean countries énd
‘the BEC®, /24/ ;
Further negative'tendencies come into Sight in the figures
of Table 3., It is clear from the statistical breakdown based
on the single=-digit SITC-positions that tﬂe importance of the
CMEA in the total exports of the EC decreased in the second

half of the 1970s because the CMEA was less and less able,

x = The corresponding figure in CMEA-EC trade increased in
1980 to 46,7 per cent but this is due to tne import restric-
tions imposed by the CMEA on’ industrial goods, mostly on machi-
nery, and not to the expanSLOn of the 1ndustr1a1 division of

labour,

i)
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Just as a consegquence of indebtedness and ﬁhe import restric-
tions, to buy up-to-date products, This was the reason why
only 3,1 per cent of the exports of machinery of the EC was
directed to this region in 1980, while this figure ih 1975
5till reached 5,5 per cent, A similar decﬁﬂne took place in
I%light one in the

- exports) of chemicals, the latiter still remaining the most im=

portant11tem in exports. On the other hand, the importance of’
the CMEA as an import market did not chan&e in the case of

raw materials and, as far as food and agricultural products':
are concerned, it'increased radically. The jshare of the CMEA

in the égriculturél exports of the EC was 1,8 per cent in

1975, wnile in 1980 it increased to 4,1 per cent. Hardly core
responds to the level of industrial development of the West
European integration, and even less to the |[development interests
of the CMEA-countries, that the most important export market

for the|EC in the CMEA, after chemicals, hs the group of pro-.

ducts of the food-processing industry and Agriculture thep
the group of minerals /and other industrial goods/.

The position of the CMEA-exports is also unfavourable in
the total imports of the EC. No doubt, the iglobal share silight-
1y incréased but this is due almost entirely to the increase of
oil exp&rts and, to less extent, to the expansion of _chemical
exportsJ On the other hand, agricultural exports of the ClMEA,
being altradltlonal export article, in the'total agrlcultural
1mports;of the EC 'decreased from 3 per ceh to 1,9 per cent in

5 years, reflecting partly the agrlculturai protectlonlsm of

_the EC, partly, and it is to be feared, dgélslvely, the espec1—

ally bad agricultural results and increasing supply difficulties
of several CMEA~countries. However, the presence of the CMEA,

the grolqp of other industrial goods and a

A

A
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being also rather minimal, on the import markets of machinery

and finished products of the EC also decreased. In other words:

|
trade in raw materials between the two integrations grew in

all respects, -a phenomenon not correspon%ipg to the level of
development of the EC and the CMEA, on the one hand, and ral-
sing still higher the "sensitivity" of ﬁ?i% particular trade,
and, as is well known, this sensitivity has been amplified
exactly by the recent political events a?yway.

The second part of Table 3. refers, on the one hand, to
the Iact that the reliance of the CMEA on markets outside the
EC increased in agricultural and machine%y exports within the
total of its Western trade, On the otherlhand and in some
cases c?ntradlctlng the results of the ey%mlnatlon from the
..'p01nt of view of the EC, the importance Pﬂ the EC-markets
1ncreased even 1n|those fields where the CMEA is on the de=-
cline, égaln for the EC. In other words ithis means that the
strong lnternatlonal competition prevallang on the 1mport mar=
kets of 'the EC, in many cases the protecflonlst measures of
the Uest European integration, although give the evxdence of
the grow1ng problems of competltlvenesslo the CMEA-exports g
but, not having other export markets, especially not of this
size, their interests were to maintain their exports.to the
EC even lin this unfavourable situation.

Thel EC gained conspicuously- more gqound in the OECD-

imports of the CMEA, in the case of Agricultural products,'

and its'high percentage in chemicals in?raased further. As
for the import markets of investment goods, +the EC hardly.

lost any| ground which refers to the fac? that the import re-
strictions of the CMEA-countries had a negative impact on all

exporters of machinery, that is, it wash’h the case that the

1
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EC would have been pushed back by international ¢ompetition.
The pattern of trade by countries i? Fnalysed in Table 4,.
and Table 5, The fast decline 1n the inmportance of machlnery
imporits is clearly reflected 1n Table 4., b%cause the import
curbs could finally be carried out only he?e. The already
established relations of production demanded the continuous

supply of ba51c materlals, components, spareparts, therefore

‘there was no possibility to restrict lmports in this field

without breaking the line of reporduction which might have

had a whole number of negative consequences. /This applies
especially to chemicals/. Due to the incfegsing.difficulties

of self~supply in raw materials within theICMEA, the import
share of minerals and energy sources slightly increased, too,
admittedly from a rather low level yet, Even these factors
would already have caused restrictions to machinery imports-
but the most decisive thrust, and the really drastic fall,

was conveyed by the expansion of agricultural imports., A strong
correlatlon exists, with the exception of Bulgarla, between the,
fall in ¢he share of machinery imports and the increase in the
share. oflagrlcultural imports. On CME.-lebels the share of
mach1ner& imports fell between 1875 and 1980 by 10,5 percen-
tage p01nts while that of agricultural imporis rose by 8,7 per-
centage £01nts. The corresponding flgureslfor the Sovmet Uni-

on were 13 7 and 11,2; for the GDR 7,1 and

8,6 and ¢4 5; for Romania 12,1 and 6,6 perqentage points, res-

too: Hungary where results of agriculture_ﬁere favourable proved

to be the| only country in which the share; hhough from the
lowest lewvel, fo machinery importshslightiy increased: the fall.
of agricultural imports by 1,2 percentaﬂe points was accompa- . '
nied by the rise of the share of machlnery Emports by 1,3 per=

centage p01nts.

pectively. The correlation existed in the opposite direction,
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The changes in the commodity pattern if CliEA-exports to the
EC are fundamentally ‘determined by the rapld rise of the exports
of energy sources. This stands to reason jonly in the’ case of
the Soviet Union and partly of Romania, ﬁhlle the importance
of energy sources in the exports of the CMEA to the Community
grew between 1975 and 1980 from about one-third to over 50
per cant, it increased from 56 to exgctly 75 per cent in So-
viet exports, from 20 to 44 per cent in thé case of Romanian
exports. bven in other countries this grouﬁ proved to be the
‘main driving force of exports: the exporﬁ %hare of this group
of products grew, in five years, from 3 to almost 14 per cent
in the case of the GDR, a country not even disposing of oil
resources, from below 8 to near 16 per cent in the case of
Chechoslovakia, from a minimal share to over 25 per cent in
the case of Bulgaria, The relative'imporﬁahce of agricultural
- . -exports decreased drastically which is dde‘to the agricultural
regulations only in the case of Hungary |_ntgi partly of Bulgaria,
The main factor in the other cases was bad results of the har-
vest and the priority given to domestic supply. Except for the
GDR and Hungary the export structure of thg socialist countries
did not improve between 1975 and 1980, The|share of machinery
and other industrial goods increased onli in the exports of
thewe two countries. As for the other caseg, a certain, in
" some instances rather strong, "squeezlng‘out" could be observed
and this had its influence on aggregate CMEA-figures, too /here
the shafe,of machinery exports fell from 8l to 5,7 per cent,

that of [other industrial goo@s by 2,5 percentage points/.f
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Artificial Obstacles of CMEA-Lxports )

Since CMEA-exports to the Common Market are characterized,
with the exception of the Soviet Union, by 'the decisive share
of agricultural products and industrdal consumer goods where
the protectionist-discriminating practice of the EC is the
strongest, it is worthwhile to deal more in detail with some
major factors hampering CMiA-exports, /Th Common Agricultural
IPOllCY has already been in operation for one and a half de-
cades therefore we do not deal separately W1ﬁh thls factor but
we refer briefly to it in the tabular part/.

' \
1. The General System of Preferences of the EC

The preferential trading system of tbé EC, established
in the 1970s, has an unfavourable,influenb% on CMEAfexports
in two aspects: On the one hand, these measures in themselves
narrow the scope of possibilities for those countries which the
EC has not signedla preferential /or other/ agreement with.
On the other hand, they increase discrimination between countries
enjoying the advantages of the preferenﬁia} system and those
not being in the position to enjoy them. The general system
of preferences of ‘the EC between 1971 and 1980 was applied
to the so-called "group of 77", that is, practically to all
nations belonging to the UN.qualified as developing ones.
Besides this, the agreenent was apolied to many depéndencies,
Too. AT the end of 1981 when the already second 10-year Sys=—
tem of preferences /1981-90/ was in operation, the preferences
vere already extended to altogether 123 tries and 24 further
dependencies /countries or ierrltorles/..Some countrles re-
ceived these preferences not on the gasis Lf the categorlzatlon
of the UN but on a separate request of "admission' /1n 1974,
Romania, then later, in 1980, the Peoples’] Republic of China
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requested and received the status of ”deﬁeloping country'" from
the EC/. It must be noted that those deye&oping coutrbries with
whom the EC signed another ageeement, too /for instance,
countries of the Mediterranean basin or|those belonging to the
Lomé Qonvention/, enjoy certain economie and trade preferences
even beyond those included in the systeﬁlof general preferen-
ces, too.

The 1971-1980 preferential system fegulated industrial |,
and aérlcultural imports separately. Inddstrlal imports were
cla351f1ed into four categories: in the'case ‘of 15 "sensitive"
products where production within the Ecispffered from structu-—
ral difficulties and completitive imports put the mere exis-
te nce| of internal production in danger, Community-level quotas

Eplemented:and the export possibililties of countries of

|
orlglnlwere maximized, In the case of é8 "semi-sensitive!

were i

products preferences were given either on Community or on na-
tional |levels and the, in most cases hléh tariffs were put
again into operation if the level of 1mpdrts reached the con-
tingent set by the Community. The 1mports of 81 also "semi-
sen51tlve" products were maximized exclu51vely by a Community
celllnm. Finally, the fourth group con31sted of "non~sensitive"
products where generally there was no 1mport ceiling set on
Communlty levels, /We will discuss sectoral agreements concluded
by the EC separately and, besides thls,[textlle products did not

- even belong to the above categorlzatlon/l

Agrlcultural preferences include about 300 processed
foods and refer eSpec1a11y to items the mmports of which ex-="1zu3

' tend 'diversification, are indispensable for basic supply and
- do not expose domestic producers in' the EC to competltlon /most—

|
ly tropical products belong to thls group/

The most important lessons of the flrst ten-year period
were, accordlng to EC surveys /10, 19, 2@/, as follows:
- The range of tsensitive! products comsiderably decreased be=-
" tween 1971 and 1980 /from 53 to 15/. But whereas the figure
for the initial year includes textlle‘ﬁroducts, that of the

closing year does not, because these pﬁoducts have been,

since 1977, -when the multifibre agreement was signed, regu-

. ? |
1
I
|
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lated |separately. Thus the improvement
* mostly because the items that have rems
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.

i% not so evident;
ined on the list of

"sensitive" products are by and large those in whieh the ex-

porting abilities of third countries ar

eidefinitely positive.

Especrally in the case of CMEA-countrles‘one cannot speak
of any improvement because there is no‘agreement between the

two integrations which would extend the

preferences of the

EC to 'the socialist countries, too, or: lt would compensate ’

them fexcept Romania/ by other means. !

- Exporting third countries could not make|use adequately of .
the general preferences because they fllled only 55-60 per

cent of duty-free contingents, |

Finally, trade preferences were used above average levels

only by a limited, narrow range of preferred countries, while

- some galned practically no advantaee at

gll Tmostly due to

their different production and export patterns, levels of de-
velopmént, etc./. About 70 per cent of preferential imports

came from only 13 countries /these wefb.

|

ih order of the to-

tal value of preferentlal imports: Yugoslavia, Hong Kong,
Bra211 South Korea, Indla, Malaysia, Romania, Philippines,

Singapore, Thailand, lMexico, Paklstanﬂ

ran/. That is, the

preferential system of the EC offered real advantages to

countries on medium levels of developme
whereas the Community was hardly able b
contribute to the improvement of export
development of the export structure il
countries. ‘
The preferential system of 1981-1990.

partly on the experience mentioned above,

Thus, as a consequence of Greece’s entry,

|
for preferential /in fact, duty-free/ imp

no significant reliefs are to be expected

for the exporters, A much less favourab%e

|t in the first place,

r not able at all to

.possibilities, to the
he least developed

|

1ntroduced baved
'several modlflcatlons.

orts by 2 per cent but
from this measure
phenomenon is that,
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except textiles, strict import conitrols were imposed upon
altogether 128 “sensitive" products /including 6 steel pro-
ducts/, referring to structural difficulties of production
within the EC, With this the earlier categorization of pro-
ducts into four groups disappeared and simply two grioups re-
mained: that of sensitive and non—sensitivé products. A fur-
ther tightening measure is that contingents were established
for exporting countries not only on Community levels but also’
- on the level of separate‘EC-countries whiph further narrows
the range of mobility of exports in the che of sensitive
products. . ‘ F
The export possibilities of the more'éompetitive countries
are limited by letting, with the pretext of supporting least
developed countries, products otherwise félling into the sen-
sitive category of 36 countries §o the markets of the EC..
With this, however, the EC presumably does not improve the
export prospects of these least éeveloped economies but'
succeeds in keeping the really competitive ones out of West
European markets. In other words: under the| slogan of "help"
the real help is given to West European indusiries which are
in serious difficulties, while with this practice world trade
| 'is considerahly harmed and just the possibilities of access
[ of the rapidly industrializing countries ﬁoithese markets are
curtailed. There are certain exceptions ffo% this in the form
of agreements signed by the EC with other iﬁtegration groups
/ASEAN, Central American Common Market, Andean Pact/ because,
| namely, in these cases contingents were s%t for the given in-
tegration, to be utilized by all members, 'sometimes even com-
. peting with each other on EC—markets;/texﬁiies; howeﬁpr, are
also an exception here/. 7 | ! | |
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2, Sectoral Restrictions o ‘ !

The decline in the international competitiveness of in-
dustrial production in the Community, the rapid expdnsion of
rivals and some special problems of intern%l structﬁre forced
the Commission in Brussels .to implement a special system of ,
regulations in the steel and the textile iﬁdustries, primarily
to curb imports with protectionist measures,

Steel industry lost, between 1974 an!d|1981, almost 200
thousand employees as a consequence of Wes European recess;on,
of the export competition of rapidly 1ndustrializing countries
and of the structural crisis of the steel industry in the Common
Market suffering from an acute surplus oficapaoitiES% Therefore
a comprehensive programme was 1mp1emented 1n 1977, and has
been in:practice ever since, in order to strengthen *the inter-
national competitiveness of the sector., Ukéll the 51gns of re-
covery of the West European steel lndustry are not apparent,
the severe import restrictions lmplemented mhen will, negatlvely
affect the development of world trade and eEpe01a11y the most
important steel exporting cohntrles 1ncludlng, not in the least,
the majority of CMEA-countries, too. /11/ Ih order not to, lose
ground, compared to other thard countries, %n their export
positions, several CMEA-countries signed sectoral agreements
with the EC: Hungary and Chechoslovakia 1n 1978 the% later .
Poland, Bulgaria and Romania, under the condltlons of which
they received import contingents from the COmmon Market to
90 per cent of their previous levels of steel exports.

The crisis of the textile industry dates further back and

- - is even more severe than that of the steeﬂ industry.: The textile

L

and clothing industry as a whole lost, betw‘en 1973 and 1979,
more than 700 thouaand working places and;m?re than 4000 enter-
prises went bankrupt in the EC. While the'domestic demand of

the Common Market stagnated /it rose durmng the period mentioned

. -above by a mere 1 per cent/, the competitivenees of imports rose

I

I

L)
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dynamically and represented'in 1979 already 41 per cent of tle
total volume of textile and clothing offerlwithin the EC /the
figure for 1973 as 21 per cent/. Parallel with this, however
still being the biggest exporter of textﬂles in the world;
its deficit in textile foreign trade conshderably increased. /11,21
The worldwide crisis of -the textile industry led already
in 1974 to the establisment of the first intermational multi-
fibre agreement. Brussels considered the problems of the tex=’
tile lndustry in the EC later, in 1977 when the first inter-
national agreement expired and was prolonged until 1980, as
those the solution to which cannot be guaranteed sufficiently
- only bylan international agreement therefore it introduced a
-general practice to create a system of bllakeral agreements
with the most important textile exporters, - :
These agreemehts were supposed to contein the restriétions
The EC wanted to implement in comparison to, the text!of}t@e
multifibre agreement and what was called by| the EC as a "ratio-
nal dlvergence" from the international agreements. Ultimately
this "raflonal divergence" meant qothlng élse but cuntailing
the market positions of the most important textile exporters,
'f1x1ng eEport contingents and art1f101all§ protecting the .tex-
‘tile industry in the Community. The 1mpor%s‘of the eight most
sensitive textile products grew between 1976 and 1980 on an
annual a%erage by only 0,8 per cent whereas these products rep—
resented |more than 60 per cent of the totél textile imports
of the EG. /6/

" The |EC is willing to sign the third multlflbre agreement,
at present under preparation, only with the .condition of fur-
ther severe import restrlctlons. Not - only does the EC! not :
accept the 6 per cent import 1ncrease propoéed in the WOrld-

_ !
. . i . .
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"their production is not /yvet/ able to co
- the EC-countries, At the same time, curta;llng the possibilities
of competitive suppliers aims explicitly ét artificially main-

Ain the Common Market without any signs,
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W1de proposal but it demands an additional decline of imborts

by 10 per cent compared to %he previous

|
p%riod Besides thls,

the EC worked out a so=-called "rece531on ¢lause" which would

make, in case of insufficient economic growth further import

restrictions possible. Finally, the EC i
into its proposal for the agreement whic
against suddenly increasing exports,

The extremely strict protectionist
caused a worldwide protext. Some countri

nce¢luded another clause
h‘would offer protection

measures of "the EC

negotiations already'going on while othe

es suspended the

rs, like Thailand,

| '
tried, breaking the rules of common behaviour accepted earlier

on integration levels, to gain special ad

¢antages by initiating

negotiations and by signing,. ‘an agreement on its own,. instead

of acting in the frameworks :of ASEAN

Even West European economic: 01rlces
agreements of the EC put the big textile
World into a pronouncedly unfavourable 5
offered to the last developad countries

&dmit that the textlle
exporters of the
ituation. quferences

remain only-a dead

letter because these countries are not able, due to itheir

own ‘shortages in textiles, ‘to make use ?

f‘them or because
mpete with that of

taining the otherwise incompetitive textlle and clothing 1ndustry

would refer to the increa31ng internatio
if this partlcular 1ndustry.
Since, however; the EC 1s the most

‘alt the moment, that
nEl competit:.veness

i%portant textlle and

clothing importer in the world the blgger eyPorters are com- .
pelled,'ln some cases even under very strict condltions, to

51gn bl}ateral agreements because otherw1

Fe, without such an

agreemeEt they would get into an even more dlscriminated

position.
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A major part of them is severely hurt even by the fact
that these bilateral agreements improve their positions only
compared to third countries, those not having such an agree-
ment with the EC but not at all compared ito those having some
kind of preferential agreement with the Cbémunity /like, for
example, Mediterranean suppliers/. The efforts aimed at rela-
tively "squeezing out" the strongest rlvalq are well,demonstra-

ted by the fact that the textile exports Lf Hong'Konh, South

Korea, India and Brazil to the EC in the gecond half of the
1970s grew, on annual aﬂerage, by only 1,2 per CEHt,‘Whlle that
of the other suppllers by 3,4 per cent. On top of that, 1n ‘the
case of Mediterranean countrles, signing preferential agree-
ments with the EC, the annual growth of te tile exports reache
ed 7,4 per cent, while that of Portugal, éﬂain and G%eece,

the latter accepted since then as!a full member of tbe Commu~
nity, could expand their textile exports, again on an annual

average, by 9,7 per cent. Flnally, the textile exports of countries

- that signed the Lomé Convention increased at an annual pace

of 8,2 per cent, too., As a consequence, bllateral ageeements

.«gecured, at most, the possibility to maintain /sometimes

_even not that, as a matter of fact/ the egrller market posi-

'tlons, while these countrles,deflnltely lost ground versus

those llnked to the EC through preferential agreements.
Altogether 25 countries signed a bllateral agreement with

the EC 1p:connectlon with the multifibre ag;eement og 1977-1981

|

X = The share of imports in the textile aAd'clothlng damand of

the EC grew between 1977 and 1979 by 3,9 £ercentage p01nts to

31,3 peg cent of which thé growth of the share of developed

1ndustrﬂal countries represented 2,1 percentape points. That 7

of pountries signing preferential'textile agreements grew by

1,3 percentage points but this increase cz . be attributed solely

to that of the Mediterranean preferential ane. /21/ :
i I

|
|
}
|
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including, of the CMEAlsountries, Romania l/already 1n 1976/,

. then Hungary and Poland Bulparla also 51gned an agreement
/however, Bulgaria is not a member of the multlfibre agreement/, .
Until July 1982, under the preparations of the textile agree=
ment for the 1983-1986 period, the EC agreed with seven countrles,
among them with-Bulgaria and Poland. ||

3L Dumping Charges and Procuedures ||

One of the most unfavourable conseduences of the '"non-
agreement" situation between the two 1n£egratlons is that the
EC often resorts to dumping procedures agﬁlnst socialist
countries, in many cases even when ther? ﬁs not dumping at all,

NI, 5% is worth recalling ‘that the CMEA-coupﬁries represent a

rather modest share of inports of the Cbﬁmon Market even in

the case of products where they have a relatlve specialization.
It is hardly probable that the main obstacle to the internatio-
nal competitiveness of.a given West Euroéean 1ndustry /or group
of products/ would be a 3-5 per cent mérket share of . forelgn
producers, Still, despite this, procedures restricting CMEA-
exports are frequent, especlally in the iron and steel industry
/until not having signed the'sectoral agreement/, in the
chemical industry /more and more often/ and in the case of cer=’
tain products of machinery, too. As a fesult of dumplng proce~
dures, éither EC-tariffs are raised /te&porarily or permanent-

~1ly/ or a certain agreement is concluded  /as, for instance,

signing sectoral agreements/, both rest?icting expor?s of 'a

given grioup of products to the EC to certain limits. It has

not yet |been the case thatsa dumping charge were dropped

/when the case wasiralsed by Brussels/ and the correspondlng

procedure were notilnltlated /Table- 6, lglves information about

dumping |procedures' of the last years/l | ¢ '
After having demonstnated the ECLqegulatlons restrlctlng

the exports of the CMEA it serves our.alm better to approxl-

l’ H
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mately |quantify these effects because the| harmful e‘ffects of
the protectionusm of the EC can thus be explalned most adequate=
ly and [this is the best way to have a clear view of how similare
ly or ﬂlfferently are the separate CMEAicountrles hit by the
regulations of the EC. :

Our examination is limited to 1ron'and steel products,
textlleg and clothing, all of the regulated by sectora agree-
ments, although it seems obvious and 1t‘1s underlined exactly
by the anit-dumping procedures that these are, by any means,
not the{only fields where CMEA&«countries ﬁust reckon with
art;ficmal obstacles. Partly because they are the main targets
of dumplng proeedures, partly due to the renewed cr1t101sm of '
compensatlons and, flnally, because West European organic
chemical industry is presently undrg01ng a sever CrlSIS and
this may easily lead to further restrlctl e measures in the
near future. Therefore we have drawn int o[our examlnatlon X

port flgures of organic chemical 1ndustgy too. .E .

The share of the four groups of products in Table 7.

| ‘_‘gradually decreased between 1975 and 1980 in the total exports

of the CMEA to the EC, a fact, however, resultlng from the dis-

torting effect of the increase in the s|aFe of Soviet oil ex-
ports, as 1s clearly visible in the many times increasing
shares by countries, What i%, however, even more impprtant:
these are significant items yin the total exports of small
CMEA=-countries because, for @xample, one-Sixth of Huugarisn
exports. consists of clothing, noe~seventh of Bulgarian exports
of steel products, noe-elghth of Romanian exports agaln of

clothing, a similar share of Chechoslovakian exports of iron

., and steel products and the exports of the same item also rep-

resent more than 10 per cent of the total‘exports of the GDR.,
| - '

[
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The unfavourable effects are shown from another aspect
in Table 8. The share of the CMEA décllned between 1975 and 1980
in the organic chemical, textile and clothlng imports of the
EC, not quite independently from measurké bringing 'CMEA-countries
into unfavourable positions as compared to third countries,
~and from the lack of adequate contract%al relatione. The
importance of the socialist community increased only in the
case of steel imports. All figures are,‘however, S0 marginal
that measures and succesive dumping charges hlttlng the ex=- -’
ports,of soc¢ialist countries are hard to‘austify as measures
aimed 'at protecting industrial productilon within the EC
agalnst CMEA-exports, On the other hand, the 1mport market of
the Eclls especially important for the CMEA—countrles in these .
groups of products: three-~fifths of all organlc chemlcal
prodths and textiles, two-thirds of 1qu and steel products,
more than four-flfths of clothing artlclea /out of their
OECD~-total/ are sold here, Aparb from the rather minimal
geographical re-~orientation of clothing exports, the relative
1mportgnce of the EC increased in all Jther groups of products
between 1975 and 1980, that is, the efforst to direct socialist
exports to other developed regions outéide the EC w;re,

despite the obviously unfavourable measures, basicail un- :

successful, /In this study we cannot gJ into the details of

its market—spec;flc reasons related’ aleo’to ‘the domestlc eco~
nomy and production and to the management of forelgn trade of

these c¢ountries/. ! .
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The export shares of the four groupg of industrial Pro=-
ducts mentioned above and of agrlcultural products, the late-
ter notoriously being the most W1de1y reéulated 1tem, are
summarized in Table 9,, showing an approx#mate picture about .
to what extent the market penetration of socialist countries
is really hampered although, as is welllknown, protective

. measures of the EC are extended only to,certaln groups of
products. Partly the forced re~orientatioh of agricultural
exports to other markets, partly the modlficatlons in the
export structure of CMEA-countrles, by and large dimlnlShEd the
share of products hit by protectlonlst %arrlers in total ‘ex~
ports but their share is stlll very hlgh. i

The greatest divergence, however,,s%rlkes the eye not
here but among the different coutrles.IWhereas Soviet exports
are practically not hit be restrlctlone /the share of the
groups of products examined in this study in the to%al exports
was 2,4 per cent in 1980/, the snare oF,products fayllngflnto
the category of restrictions is much hlgher in the case of

small CMEA-countries, It is the hlghest in Hungarian exports
where 56 per cent is subaect to one or another EC-regulation.
The positlons of the other CMEA-countrles are slightly more '

‘ favourable because exports /w1th the exceptlon of Bulgaria/
| influenced by the "marketnprotectlng"'measures represent
one-fourth, one-third of thelr total exports to the EC.

Two imporitant conclu51ons can be ?rawn from these facts.
On the one hand, although CMEA-countnles started to modernize .
the structure of their exports td ‘the FC /more exactly: to

| diminish the share of sensitive producms/ but the structural

' transformation of exports was slowedldown by the "reoe351ve

X = With the exception of Poland whe%e the export share of
sensitive products even 1ncreaseq, centalnly not indepen@ently
from "forced exports" becoming necessary as a result of the

country?’s indebtedness. K . . ;

! ' | .
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!
force" of their production pattern establlshed earlier and by
the fact that in order to balance thelr rapldly rising imports
‘the obv1ous reaction, at least in the sﬂort run, seemed to

bk the 1ncreaseuof exports products based on their traditional

© production structure, despite even the Warlous restrictions

they were exposed to /due, if nothing else, to the significant
export share, "driving character" of these products/ On the
other (hand, Common Market regulations had an essentlally dif=-
ferent influence on the separate s001a;15t countries, Wg do

not only mean the example of the Soviethnion already mention-
ed but that there are great differences between the small
ClMEA~countries, too.-As for Polish and Romanian exports, both
diSpOSL of certain dynamic items offening also somé possibility
to balance their trade /coal and oil, lrespectlvely/ Re-

: strlctkons affecting the GDR are mlnon if one con31ders that

EC-regulatlons don’t apply to "1ntra-qerman" trade/ Since the
share of the FRG /and West-Berlin/ in the total EC-exports of

the GDR is about. 80 per cent, effective restrictions influence
only at most 5 per cent of the GDR’s éclexports.

The harmful effect oflthe EC’s trade policy on the other
SOClallot countries is. con51derably mere unfavourable and it

can be compensated nelther'by short—tern effects in the pro-

‘duct pattern, nor by geopraphical advantages. This statement
is espe01ally true in the case of Hunﬂary which not only eX=

ports, in the outstandlngly greatest share* "sensitive" pro-

ducts to the EC but initiated, being tﬂe first among socialist

countries, an export—orlented econonic pollcy based upon open=
ing to the world market. The success oq this pOllCY depends,
it is hardly necessary to mentlon, beyond adequate measures

in the domestic. economy, to a great extent on the behav10ur of
the foreign ecomnomic envmront thls export-orlentatlon is

embedded into. i i L’

[
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The Future of Relations between the Two Trterrations |

- for earlier.

Although no great progress has bccﬁ reached in: the official
negotiations between the two integratlon"’ the . elimxnation of
this "non~agreement" state between the CMLA and the' EC is not
less desirable.at the beginning of the 19805 than it was
earller, even when the different 1nterests behind it are more

contradlctory and the possible forms oflnormalzzlng the re-

latlon? have become perhaps more dlversfand varied than thought

There still exist three olroumstaﬂces underlying, to a

 great extent the promotlon of furtherlprogreos, desplte

soem partiadly-altered conditions: |

1. The |level reached in the: last years,i£ East—West!economlc
relations, the fazt of dynamically and structurally dif-
ferent but, by all means, mutual economlc dependence, re-
asoAs that the loosening or p0351b1e'e11m1nat10n of these
relations would cause, for both sides, serious disadvan~
tages, /26/ Relations, frozen -in thle 'time of cold war, de-
veloped in the period of .détente 1A the first place in the
frameworks of the tradltlonal structure and the possibili-
ties| thus offered were iplayed outd almost entirely by the
two sides during the 1970s /as it Was reflected in the de-~

- creasing shares of the recent years,;too/ As a consequence,
a qualltatlve change has ‘become negcessary, ‘

. 2., The deterloratlon of the ‘world’s poﬂltlcal situation, the

1nten51f1catlon of tensions fccusses the attentlon more
to the European scene, to the nece551ty of defendlng the
results of detente achieved so far 1n which both 1nteg-
rations have basic interests and’ where the reinforcement

.of economlc relations plays a har ly negligible role.

| C
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3. There are also changes taking place in the world economy
which may urge these two European regions to co-operate
more closely with each other. : '

Apart from these general reasons, botp integrations have
their special ones which induce them to proomote these relations..
They appear, as far as the CMEA, that is) members of the socia-
list integration are concerned, in a ver§ clear way, while the

statements of the EC are characterized b& double meanings, by

the search for solutions between short—t#rm economic~political

considerations and the recognition of lohg-term tendencies,

sometimes even b§h§eculiar foverlapping" aLd incorporation

to each other of'national, regional /'t:ha| is, Community-level/

and global interes;s and by the nécessar%ly resulting conflicts,
The agreement to be concluded with The EC might :bring,

beyond its contribution to détenté, CMEA-countries a number of

direct economic advantages: ; ! |

- the commercial and economi¢ importance of the West Buropean
region which in the last years appreciably decreaséd not only
in one occasion would stabilize, in some' cases even strengthen
/not independently from the recent Ameriban economic measures/;

- the import—restricting policy of the CMEk-countries, followed
in recent years, could be replaced more rapidly by a period
prOmisingamore dynamic expansion of Eaét—West trade, if the
conditions-wof access to markets in the cLuntries of the.EC.
were improved for socialist countries;! | .

~ the time-horizon of the structural cha&ge being on the agenda
in socialist countries could be shortened, the necessary |
/and, as a matter of fact,'indespensable/ tensions accompanyh
ing these changes could be eased, if the| external economic
relatidns with the most important Westérn region weré able

to develop based on stable <€onditions ang not on permanently

) o gl b il A et it
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insecure political and economic-commercial groundé;

- last but not least, the process of openi%g to external ‘eco-
nomic relations, initiated in some socmalist countries,
could be reinforced, if the EC were to‘induce, and not im-
pede, with the help of corresponding steps in trade pollcy,
the development of this process. /27, 29/ It is especially
necessary to emphasize this interrelatidnship because not
simply  the possible disruption of a copﬁse of economic po- _
licy %agarded as temporary /that is, a tactical step/, but
the reversal of a course of deéelopment'is at staﬁe, the
negatmve consequences of which would belfelt in all European
countrles. /2/ This problem is espe01a11y actualized now=-
adays!when a new enlargement is Justfabout to take place in
‘the Lt, its system of agreements is extenéed practically to
the whole world and, as a result of its|economic-trading
power, it is capable of imposing agreements influencing
the fliture of international trade in mokre and more,sectprs
regar¥ed by the EC as belné in danger. %orldw1de and especi-
ally Buropean détente will hardly galp if this system lacks

~ Eastern Europe as an 1ndlspensaole and actlve promoter of
European detente and world politics. |
The interests of the EC are partly’reflected in. the .

OfflClal publications of the West European 1ntegratlon, |

partly they are demonstrated by long—te m economic and polie~

- tical trends appearing in the economic 1qterature but which,

strangeiy enough, 'the EC has, until toda&iby and large ignored.

No ‘doubt, the EC points; out in official forums the un- |
favourable effects of the present SLtuaﬁlon between the two

- integrations, unsettled questions despite the geographlcal

v1c1nity and the con51derable changes whﬂch 'occurred’ recently

/both in the economic pollcy and the economlc 31tuatlon of

the CMEA-countries and in East-West econ&mlc relations/ It

also states that "lt is absurd, from th polltlcal.aspect and
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also in the light of the Helsinki Agfeement that the EC
maintains normal trade relations with evérb country of the
world and signs special agreements with |hp majority of these
countries whereas the normalization of relations wiﬁh our di-
rect meighbours'still remains to be realized", /5/ At the same
time, it underlies that the signing of aﬁ Bgreement.with the
CMEA as an integration is not desirable Tiﬁher from the poli=-
tical or from the economic point of wviewl

The economic ideas of the EC are characterized by a simi-
lar sort of double standards., While it ig LnWilling to acknow-.
ledge the real interests of the CMEA it bﬂings a number of
arguments for strengthenlng economic relatlons in fields .
favourable for it, occasionally forggttlng not only interests
of the CMEA but also those of certain EC-ﬂembers. Some of
these arguments are the following: ' :
~ the intensification of the agriculﬁural exports..of the ?C,
- that is: the transfer of a part of the| costs of the Common

[
Agricultural Policy requlrlng ‘higher and higher inputs any-

way, to socialist countries, as a cont&nuatlon of the trend
of past years /instead of changlng the Common Agricultural

Policy itself/X;

- the completion of the autonomous impont policy with a list
of liberalization adapted to fhe given conditions;®

- the reinforcement of efflclent measures |against the "practice
of dumping'; - ' ' i

- the realization of real control by the Community over +trade
between the two German states; | ‘ | i ' )

~ a Community~level "Code of Conduct" shoﬁld be worked out
for compensation deals. t

x - It is worth the quotation: "Since a number of CMEA-countries
are in constant need of agricultural products, the Commission
should examine the possibilities of drawlng in Kast Européan
export markets without offering special pfeferences to the country
involved and without hurting the mechanlsm of the Common Agrl—
cultural Policy". /5/ ‘ i : '
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‘The special feature of the attitude Qf Brussels concern-
ing the relations with the CMEA and its members is that it

tries to play off developing and CMEA—coLﬂtries, on the one

hand, and the CMEA-countries themselves, Jn the other, against
each other. As for the first, the EC tries| to reach its aim
by constantly emphasizing that developing countries,’ especially
the least developed ones, must enjoy the gLeatest preferences,
This argument contradicts not only the 1ﬁt£rests of the CMEA=--
countrles but those of a number of rapldly industrializing
nations and countries at medium levels of development more=-
over, ih our opinion, the long-term interests of the EC, too.
At the same time, this attitude is supported by those enter-
prises and industries which are less and|less able to compete
with in ernatlonal rivals and, in order to survive, they try to
E kind of qconomlc policy on Brussels which flnally may
cause the erosion |of the world economic importance of the EC,
At the #ame time,|the differentiation between the CMEA-countries
is hardly recognizable in the economic effbrts mentioned above
because |they include, on the one hand, all'member-coﬁntries and,
on the other, they hit exactly those which are closeiy linked
to the international industrial division of labour or which are

impose

‘Just about to do it in these days, This attitude does not try

to conceal at all that ultimately it expécts political concessions

in returp_for economic ones ﬁhen-it statés that the relations

to be worked out "must not be at the expense of the industries

and markets of the EC", /5/ o ' '
Thelviewpoint worked out by the EC reflects basically the

ideas of the institutions of the Community|and serves the

relnforcement of the power of the Brussels "headquartprs".

This attltude mixes, although, certain national ideas, too,

| Sl ;
but it is very far from reflecting the interests of all member-

¥
H
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~ for all countries towards the CMEA, either, etc./

“development may amplify dif&iculties and braking forces of

;_41- _ i
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‘countries /for example, the FRG is hardly interested in

controlling intra~German trade at Communrty levels; the "Code
of Conduct" for compensation deals or ‘the unlflcation of the
"dumplng practice” is not the main effor% of economlc policy

{

Global, world economic consmderatlons|do not support the
standp01nt of the off1c1a1 bodies of the EC, elther. Economic
parameters of the widest character all show that the world
economic position--of the EC has not become stronger in the
last years, to say the least. The dynamic reglon of world
economic growth in the 1980s will not be Western Europe but
the USA, the Pacific region and some oil-exporting countries,

The shift of the growth centre from the Atlantic region to

more distant ones, a phenomenon characterizing the history of
capitalism ever since its appearance, caant leave %he EC as the
central seed of the West Buropean region intact, either,

The move away from the}main‘arteriesidf worlad economic
the domestic economic life bf countries beﬂng already rather
significant, which can be coupled with theldeterloratlon of
social climate /the rise of unemoloyment,|%he modification of
the welfare state as a conseguence of budget problems/. /17/

The. raw material and energy crisis will‘have a morgnfavourable
impact on the Commom Market relying mainly on 1mports in these
products, that is being more dependent on'the out31de world,

even if the effects of the crisis will be less severe 1n the

next decade than they were between 1973 and 1980, The technologl-
cal gap which gradually narrowed between the USA and Western Euroy
in the 1970s will, accordlng to all signs, W1den agaln in

favour of the US and Japan. Finally, the %oppetxtlop of the

USA, Japan and the rapidly 1ndustr1allzlng countrles will be-
come stronger on West European markets which in case the pre-
oo
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' sent practice prevails, may lead to a number of further.

"market-protecting" measures., It is thus hardly doub%ful that
the intensification of protectionist tendencies in tHe EC as
being the region mostly relying on international trade may
hit back as a boomerang and may, in the first place, hit the
West European economies depending to such a great extent on
exportsxz Taking all this into consideratién, long-term trends
may make exactly the ClMEA-countries the " atural" pariners for.
the EC, Therefore the following éteps wouﬁd'also be interest
of the EC: : | |
- the opening, gradual liberalization of strongly protected
EC~markets for the socialist countries which could be uti-
lized primarily by the small nations of *ie East Eu?opean
integration, being exporters of industrial goods, would not:
cause balance of trade problems for the Eh; ;
- on the contrary, the more balanced trade between the indivi-
dual members of the two integrations would serve the export
interests of the EC as well. /3/ One must especially refer
here to that the increase of machinery imports of ‘the socia=-
list countries would open up possibilitie% for the Todern-
West Buropean industries developing in the spirit of an .
offensive industrial policy.and would also contribute to:
their international competitiveness /28/;

= co-operation in the field of energetics’in all-Euroﬁean

in 1970 and only 15,5 per cent in 1980, o

frameworks /mostly meaning CMEA-EC contic%s/ would signifi-

cantly improve the security of supplies of the EC while it

could also contribute, -beyond its role played in imgroving

x = The share of the EC in world exports declined in -the 1970s

by exactly 3 percentage points, mostly due Fo the falling share

of exports to third countries which repregented 17,9 per cent
j rorld exports. The

'loss of ground has been especially fast after 1978. On the con~

o

- trary, the iposition of both the US and Japan in world trade has
' improved relative to that of the EC, o
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or at least preventing the deterioration| of the political
climate, to the establishment of multilateral ecomomic
relations; .
the expansion of the international div;s;on of labour 1n
the field of industry being perhaps the %ost szgnlflcant

|
economic development of the coming decadea requires, as is

well known, adequate partners. The our£1us of capital of

the United States, the technologlcal cepac1ty of the US and:
Japan /having in the v101n1tynthe Latin American and the

Far Eastern regions with économies at medium levels of deve~
lopment and rapidly increasing performance/ can bé counter-
balanced by the own forces of the EC only partially: its
research potential is more limited and nore scattered /na-
tional frameworks/; and the rapidly expandlng markets are
rather far geographically /the African countries which sign-
ed the Lomé Convention can hardly offer an 1ndustr1a1 back~
ground to the LEC as the Par East does (to Japan or Latln
America to the USA/. The reserves of th lelSlonEOf labour
in Western Europe are not’exhausted yet|and the iﬁstitutional
inclusion of the South European region into the West European
context can release &n additional souﬂce of energy but one

cannot expect significant changes, +those improving the com=-

. petitiveness of the region compared to the US or Japan. In

order to "survive! in the international competition one ree
quires'more and more to expand towards regions gecgraphically
nearer in the industrial lelSlon of labour, From, this point
of view the CMEA—countrles offer several advantages /the
relative development of technical 1evels, the abundance of
trained manpower, market sxzes, geographlcal v1clnity,
historical and cultural tradltlons/, '

1
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-~ finally, the institutionalization of the
the two intepgrations could contribute tf
the importance of the LC a" an ¢ntograL

-« tor, too. Partly because such an agreeme

influence the international détente proc

more indirectly, because as a result of

economic potential and, through the foreign economic relations,

%elations between
the upgrading af'
nal political fac~
nt could positlvely
ess, partly, and

|
the agreement the

i

the influence of the EC on world politiés‘would increase, too./1§

Long~tdrm considerations reasoning the'

lishment, the instltutlonallzatlon of reld

on both sides. Doubtlessly, the motives of
agreement between the two integrations ara
world political considerations and pressur

|
t}ons still exist
concluding a direct
» 'mainly because of

esg, less intensive

in these days. Besides this, the failure oFlCMEA-bC talks in
the sec&nd half of the 1970s had also their 'mark on the super=

ficial étratum of relations, Therefore the

forums |o enter into relations with each o

search for other

tﬂer is Justifled

from many aspects. In our opinion this approach is 1nduced

not onlf by the fallure at 1ntegratlona1 le
global pP11t10a1 factors but also by "posi
‘is, by tPe reciprocity between the changin
of the last gears and the interest in main

of European détente.

aﬁels 50 far and by
tive forces"‘ that
g'economlc situation

taining the process

. The| fact that certain CMBA-countrles
dltlons of the EC for the steel and textilé

accepted the con-

e industry and that

a trade Agreement was signed already at th? end of the 1970s
" between ﬁomanla and the EC show, the latter at least partlally,
the veryl|real /moreover, v1ta1/ economic interests to: estab-

1lish new]forms of relations., At present it

seems unlikely ﬁhat

the EC c&uld, even if it wished to, sign an agréement;filléd
with clear political "loading",with the CMEA, This woﬁld,
namely, %ncrease the already strong American|pressure and

i
-

more organic estab~
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would, for the EC unfavourably, influence the outcome of the
economic "exercising", aimed at sizing up| each other, between
the US and Western Europe /technological Fmbargo, gas=pipeline
business, hindering the imports from the Soviet Union/.
Therefore the:arguments for sgning an agreement between
the EC and several CMEA-countries may become stronger in the
coming years, This process would doubﬁlesgly influence favour-
ably the small socialist economies, incluﬁ%ng, not. in the last

fénomy. All of thenm

resort, as one could see, the Hungarian e

suffer from problems in the external economy, from difficulties

of exports and they are all linked relativély_closely to the EC.
The advantages of an agreement would, however, not be confined
only to these factors: by opening up bilateral channels one
could reach, sooner or later, the establishment of contractual

relations between the two integrations, too., The politically

favourable effects could be expected in Eu}opean détente even
within a shorter period of time if only because thus the decade=-
longidiplomatic football game which, and’tﬁis is already clear
on both sides today, can have only losers #n the 1980s, would,

at last, come to an end. o . '

[
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Table| 1

Trade between. the FC and the CMEAX/'

1975 .- 1979 |* 1960 - 1%El

egports of EC /n¥/ - ‘ 14430 19790‘l 22452 l';9696.'
imports of EC /m¥/ 9999 21013 - 25953 . 25211
trade balance o+ 4481 - 1223 = 2501 . 5515 -
share in total exports of EC . - 4,8 ‘_ 344 ‘ 3,5 - 3,2
_inm total imports of EC . .. 3,4 3,% i 3,8 3,9
in CMBA-exporis to OECD - 56,7 60,5 = 64,2 61,7
|
in CMFA-imports from OECD 55,9 51,6 L‘ 574,9 .
importhcoﬁerage ratio FC.. i44 5 P R
: : * 94,2 83,8 -
CMEA 3 73,1

69,1 106,2° ! 119, 3 128,0

j
1
[

1 . - —— - 1=+ ——— . .r—-u:'-’———

e B
i

Ik

x/ gxcluding trade between-the GDR and Lhe FRG.

* ~ Source: OECD Statistics of Foreign Trddl.“Monthly'Bulletin
/Serie A/, various issues.

-
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Table| 2
Trade of the FC with individual CHEA-countries
||
1975 1660 i%6a | L975 190 106l
aillioxs of ¥ - | share /.
T 3 . Exports of EC.___ j , ;
CMEA CODAL X/ 14400 22452 L9696 200 100 100
Soviet Union 6095 10304 8930 42,1 45,4 45,3
oor */ 56¢. © 1115 1217 3,9 5,0 6,7
Poland =~ 3275 3815 2894 22,6 ;| 7,00 14,7
Gzechoslovakia 1258 . 1604 1600 . 8,7 8,2 81
Hungary | 1183 2139 - -2172 | | 8,2 0 9,5 21,0
Romenia leos 2270 1805 8,9 10,3 9,2
Bulgaria 807 1006 1079 | 5,6 4,6 5,5 .
’ } Imports of EC __J o ‘ ‘
CMEA TOTALX/J . 79999 25953 25211, 100 200 100 f[,
Soviet Union - - 4285 14350 15245 42,9 55,8 60,5 °
GDR x/ | | 561 1162 1265 50,60 4,5 - 5,0 .
Poland 1973 - 3564 . 2479 | | 29,7 13,8 9,8
Czechoslovakia lo20 . 2018 1788 10,2 1,5 1.1
Hungary .- Gyl 1865 1849 6,50 T, 6,5,
Romania 1071 2409 2119 ‘ 10,7 5,0 8,4
Bulgaris o 238 5568 655 | 2,4 2,4 2,6
x/ excluding trade between the GDR and the FRG.

Source:'see Pable 1.

gy
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Table 3 _

Tradd between the CMEA and {naividual EC member countries

|

e T e P ey P it b s e, NI, e e, L e

TXGOYtE 0T _EC
¥R of'Germanyi

France
Italy

Unifed Kingdom
Netherlands

' Belglum-Luxembourg

Denmark
Ireland

‘Greece3

Imports of EQT
FR of Germanyl
France.
Italy

United Wingdom

Ne therlands

Belgium-TLuxembourg
Denmark
Ireland
Greece;

1 excluding trads between€the GDR and

1975 . 1979/c| 1980 1881
totalIEU = 100
f 44,6 43,9 | axe ¢ 38,7
18,0 20,4/ | 20,5 = 1g,9
3'15,0 13,3 10,1 12,7
8,9 9,1 | 11,6 17,5°
55 sel| 63 1,0
5,8 5,3 5,8 5,6
230 1,8|! - 1,7 1,5
0,2 0,4 | 0,5 0,4
: I - -1 i‘ - 1,8‘
0 - |
132y1 0 38,0 | 31,2, 29,8
16,5 15,7, | 19,4 19,8
is,2  17,7| ! ‘19,7  ..18,7
111,50 10,5 | 11,0 9,9
759 8,6 8,5 10,5
6,2 5,0 { 6,0 6,2
5,2 3,6 ' 3,8 2,5
9,9 0,8 | 0,5 0,4
- - [i -

2,3

2 calculated figure based on total data of EC
the admission of Greece

3 included from 1981,

I

Source see Table 1l /latest issue: Auéust 1982/

’the R of Germany

¢
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¥C and the CMEA classified

by main SIMC—categories™

Share of CMEA

|
|
+

in

total exports of EC

 Gotal imparts of EC mf{-

1975 1960 . L1975 1960
SITC O+ 1+ 4 1,8 4,1 3,0 1,8
SITC 2 3,5 3,5 5,5 456
SIC 3 0,8 - 0,7 5,9 8,4
SILC 5 6,0 - 5,5 2,5 2,9
517C 6 + 8 5,8 3,5 2,9 2,7
SILC 7 5,5 3,2 3 >3 i,0
total £,9 3,5 3.4 338
) R S
Share of EC in
OECD-gxports of CMEA OECD—lmports of CMEA
| agisT T agsd T T i 1915 . 1980
SITC O+ 1 + 4 64,27 61,4 17,2 0 3L,7
SITC P 51,7 57,1 24,81 26,6
GINC 3 53,4 63,0 63,5 59,8
SIHC 5 57,5 80,3 66,7 70,5
SITC 6 + 8 62,3 66,5 63,6 55,9
SITC 7 52,9 49,5 i 6345 f?,4
total, - 56,7 64,2 } 55,9 54,9 .
_ , |
, A |
x/ excluding trade between. the GDR and the FRG,

Source : OECD. Trade, by Commodities, 1975 and 1980. /Serle c/
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Table 5

Commodity pattern of CMEAnimpbrts from the FC

CMEA total®
Soviet Union
opr*/

Poland
Czeghoslovakia
Hungary
Romania

Bulgaria

CMEA tota1®/ -
Soviet Union

GDRx/

Poland

Czachoslovakia
Hungary
Romania

Bulgaria

x/

7
¢ Mls.of Doll&rs S .
. R . | .

4975 . 590 © 303 . 127  1%60 54351 5942
1980 2874 880 373 4150 . 7307 6840
1975 206 53 . 17T 397 2530 2668
1960, 1508~ 176~ 73 LeB5 3715 3095

Coagys 57 27 . 1 |37 169 174

| 1380 177 103 17 '2is 328 287

| . ' : . .

oas7s 143 75 0 28 |37 1222 13E2
1530 721 %5 .37 694 940 1283

e |

1975 63 65 13 293 - 236 472
1980 242 116 - 15 - 474 421 815

hgys 2. 41 4 . le92 448 326
1gs0 . 85 &3 3L 5[40 753 618

. . . | i ' .

1975 24 32 55 D6y 4bl 50
1980 199 .66 191 - (364 76L 653

2975 29 15 5 '%1 265 392

- 1980___ 42 39 9 g9 389 314
e 7 in per‘cent

1975 4,1 . 2,1 0,9 13,5 37,8 4Li0
1§8g.'.12:8 3,0 . 1,7, 1?,7- 32, 30,5
1975 3,4 0,9 0,3 8,8 41, 43,7
1380 4,6 1,7 0,7 ‘T,4 36, /30,0
1§7= 10,0 £,8 - 0,2 24,1 29, ' 3?,§
1560 - 15,9 9,2 1,5 - 1B 23,4 23,5
15 L6 2,3 0,9 11,8 - 37 42,2
1560 18,9 . 25 - 1,0 18 24, 32,6

TLY75 . 5 2 5 2 1,0 QE 3 26,7 37,5
1560 7.9 &,4 0,8 25,3 23,3 34,1

Mors 5,2 3,5 0,3 2607 3,9 27,8
180 40.  3B3 L& 2,2 35,2 26,
%975 2,2 2,5 4,3 12,6 3,2 49,9
1580 6,6 2,5 61 -Igjs 33,50 2,E
ers 3,6 1,9 1,1 31l3 32,8 46,8
1560 4,2 3,9 9,9 13,8 38,7 3,0

excluding trade between the GDR and the FRG. [
Source: seg Table 4 and the'author,s own calculations. .,
| i ‘ ’ ;

| |

/one-digit SITC~positions/ |
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Table 6
Commodity pattern of ClEA-exports to thd EC
Jone-digit SLlIC-positions/ ‘
S L 1 I
Osled 2t 3 5 6 + & G
y _ M1s. of Dollars |
cuEA total® 1975 1341 TELETTTIHASTT 543 2351 . 80%. !
1589 1529, 23990 13250 1618, . 5459 148
Soviet Union 1975 206 872 2389 . 195 £36 - 159 i
1550 126 1406 10677 822 971 245
cor X/ 1975 122 38 15 9F. 195 52 |
1960 64 . 49 138 174 498 208 .
: - ! o : i - ;
Polard 1975 | ¢ 312 202 740 65 422 209
| 1880 & . 52l 408 814 . A3 1220 440
| - - - f
Czechoslovakia 1975 79 128 79°. 760 463 172
1980 116 270 315 174 €69 244 |
Hungary 1975 ., 307 78 6 4! 330 71
1980 - . 459 138 g2 189 791 1%
Romania 1975 223 84 211,  SL! 421 7€ i
1520 143 85 1056 78 932 103
Bulgaria 1575 92 16 4 1z 82 23
1980 100 41 145 4g 180 45
o ~in per cent }l _ .
CMEA to’calx/ 15975" (13,4 14,2 34,5 5,4 22,5 .. 8,0 P
| 1960 | 5,9 92 31,1 62 25,0 5T .
: - . . ; C !
Soviet Union . dg7s  © 4,8 20,4 55,8 4J6 10,2 2,7 |
298 0,9 9,8 74,4 533 6,8 1,7
eor */ 1@?5 51)7 6,8, ' 2,9 274 34,8 15,4 g
1380 55,5 4,2 13,6 15,0 42,9 17,9 . %
Polana 1575 5,8 . 10,2 37,5 3 21,4 L0680
1an 14,6 11,4 22,3 3%7\ 34,2 0 12,3 :
. : . . ) I [.
Czechoslovakia 1§75 7,7 12,5 7.7 1,5 . 45,4 16,9 l
1980 5,86  13,y4 15,6 8Lq - 43,1 2,%
Hungary 1975 36,0 9,1 0,7 5,5 387 &3
1880 26,4 7,3, 4’4f'103ﬁ 42,0 10,5 !
Romania 1675 20,8 7,8 19,7 4,8 39,3 T,
1980 . 519 375 4379 572j . -ju!7 '4’3 —
Bulgaria 1%75 39;0 '6,8 1,7 5,1 ;?,9 9,7
1950 17,6 1,2 25,5 8,6 31,7 &1
. ' [ T | o
%/ gxcluding trade between the GDR end the IRG.

Source: see Table 4 and the author,S

i
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I
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own calculatiqns
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5L 65  i67 84 ' Bi 65 67 84
CMEA total™’ 1975 315 211 350 505 . 3,2| 2,1 3,9 5,1
;(0.0. 364 415 7. 931 995 _,.114 v ‘136 316 -)),-‘ )
. , - ' . . . | '
Soviet Union 1975 130 28 72 o 3,0|.:0,7 1,7 0,0
L9860 . 78 49 103 o 0,5 10,3 0,7 ‘0,0 "
anr*/ I ' ' R R
1.77) ) &7 19 24 9 894 .574 4‘73 Lyo
Poland 1975 - 31 34 33 110 1,6 1,7 © 1,7 5,6 u
1880 41 T6 142 208 ;,2‘ 2,1 4,0 3,9 .
Czechoslovakia - 1975 48 65 134 65 4,7 | 6,4 13,1 6,z !
, 1960 6L 120 233 113 3,0 6,0 11,8 5,6 i
Hungary 1375 29 29 37 135 3,4 | 13,4 4,3 18,2
1980 202 59 120 3186 5,41 13,1 6,4 16,86 ¢
Romania 1975 24 33 61 13 2,2 3,1 5,7;i°:5 g
1980 29 58 137 286 L2 2,4 5,7 11,9 ﬁ
Bulgaria 1975 6 -3 27 31 2,5 | |1,3 11,4 23,1 1
1880 18 13 76, 52 3,2 | (2,3 23,4 9,2 5
x/ excluding trade between the GDR and fthe FRG.
SITC 51 - organic chemicais
SITC 65 ~ textiles
SITC 67 - iron and steel - ]
SITC 84 -~ clothing
Source : see Table 4 and the author’s own calculations.

Table 7 |

1

CMEA-exporits

Some sengitive product groups of

to the EC |

\ - |

I}

 BITC-positions
_mls.of dollars |

in per cent.

share in Total exports
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Table 8

Relative importeance of %the CMFA exports of sensitive

x/

industrial products

SITC ~ positions,

| ' .
51 _65 67 | | 84
Share in fotal EC- f
imporis o; the : :
product group 1975 3,6 2,0 3,1 6,
1980 2,3 1,8 3,7 4,
Share of fhe EC~
market in| total ,
OECD-exports of
the CMEA | 1975 59,1 61,5 57,0 86,0
| 1980 60,1 61,6 68,1 82,0 f
| . ’ . ' | .
x/ excluding trade between the GDR and the| FRG.

Key to SIIC positions see Table 7.

1

3 . \ 3 . .. . | .
Source: own calculations based on OECD-statistics /see

i

Table 4/.
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Table| 9 .

x/ s110 51, 65, 67,

84 /for key see Table 77

| Share of discriminated product groups in CMEA-exports
' /in per cent. of %total exports %o the EC/
|
B
industri agrlcultura total
goods ﬁ;( produ.cfsh/
1975 21980 19751 1980 1575 190
ol - - -
CMEA tota1Xxx/ 14,3 - 10,4 3,61 5,9 27,7 25,3
- egxcluding oil exports 21,6 21,3 20,5i 12,2 42,5 55, L
Sovié¢t Union | 5,4 . 1,5 4”8! 0,9 10,2 2,4
GDR XXX/ 17,7 18,2 2L,MT1 ., 5,5 39,4 23,7
Poland 20,6 13,2 15,9' 14,6 .- 26,4 97,8
Czechoslovakila C.30,6 25,2 7,V 5,8 38,3 22,0
“Hungary L29,3 3,7 36,00 24,4 65,3 56,1
Romenia 23,5 2L,2 . 20,8 5,9 44,3 27,3
Bulgaria . 28,3 28,1 39,p 17,6 87,2 45,7
- | . T
i .
l|
| - e

XX/SITC 0 + 1 + 4 /fagricultural goods, mgverages, vegetable
1 end gnimal oils and fats/

XJ{X/

Sourcel: see Table 4 and the author’s own

exclﬁding trade between the GDR ani

|
|the FRG ;

calculations




Tabﬂello
T

Main statistical figures of the trade

of the Furopean Communities '

1970 1975 1980 - 1981

Share in world trade

~ EC—-exports _ - 35,8 %4V1 33,2 30,5
~ EC-imports 35,8 - 33,7 35,5 31,5
-~ axtraregional exports 17,9 $T%2 - 15,4 @ 15,0-
-~ extraregional imporis 17,0 15,9 18,4 16,6

For comparison _
- exports of USA - 13,6 12,2

10,9 11,7

- ‘imports of USA 12,1 11,4 12,5 13,5

- gxports of Japan 6,1 64 6,5 7,8

- imports of Japan , 5,7 6%4 6,9 7,1

EC-CMEA trade¢ in world tradex/ 244 | 249 2,5 H 2,3

~ EC in total exports of CMEA™14,1 %3}8 19,0 ! 15,3

| in total imports of CMEAX15,6 1ﬁ42 15,4 12,8

_ CMEA in total exports of EC* 3,4 449 3,5 3,2

- " in total imports of EC¥ 3,5 37 3,8 3,9

iy
|

e |
*/ gxcluding trade between the GDR and the FRG.
Source : United Nations. Monthly Bulletin ofLﬁtatistics. July and

August fMNos. 7-8/, 1982 and the author’s own calculations.
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The main trends of and experience with East-West

" industrlal co-operation

by

Bé&la Kadar

1. The general trends of East-West trade

The new long-term stage of development of the
world econcmy, which emerged in the{seventies, |
modified on a wide range not only thé external
conditions for growth for some counu#ies and country
groups, but also_the trends in the i#ternational '
division of labour. The East-West trade relations

were influenced also - far from independent of the

' |
world economic changes - by movements of an autonomous

nature [the advance of neo-conservatkvism, the ‘,
modification in the strategic way of| thinking, the
deterioration of Soviet-American relations/ , which part/
occcurred in the political sphere [foreign policy, ' '

domestic policy and military policy/

The international precesses whicﬁ took shape in
the seventies, the slow-down of the edonqmic growth
‘"rate extended and strengthened in theIOECD and the
CMEA countries the deterioration of tgeir world

economic positions which it had been gossible to

observe in the longer run. In the decade 1970-80 the

| ‘
welght of the OECD countries diminished from 73% to

64% in world exports, and from 72% t% 70% in world

imports, while in the case of the CMEA countries their
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welght in the world economy was reduced on|the export
side from 9.8% to 7.8%, and on the import side from
8.8% to 7.6 per cent. The trends of East-West trade .
were fundamentally influenced in the pasﬁ decade also
by the circumstance that it took place betWee two
groups of countries the weight of which WaL diminishing
in the world economy and in world trade. In the average
of the first half of the seventies, east+wgst relations
still represented 3% of world trade, in 1980 already
but 2.4.per cent. Out of the total expor?5|of the OECD
countries, in 1980, 3,8% went to the European CME2Z
countries, and only 3.1% of their total im%orts came
from there; at the same time the OECD coLn%ries
represented a share of 35% in CMEA importﬁ and 30%
’ in CMEA exports. The order of magnitude lﬁ QECD relations
with the CMEA countries lags considerably behind the
present level of and medium term Outlookfﬁromeconomic

. co=operation with the Far-FEastern or the Latin-American

developing countries. i
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~Table 1

~Main indices of the“dynamiC\of~East4West

“trade [%/

Tt e T s T

oo

OECD. exports

. OECD imports

. To the, ; To the . CMEA  From From i CMEA
Soviet orther - total the the total
Union CMEA Soviet other
count= Union| | CMEA
ries | | count-
‘ . | ries
Growth-in ‘
volume
1975 43 20 7 1 4
1976 22 13 23 14 18
1977 ~lo -7 -9 2 4
1978 15 2 9 1 1.
1979 1 1 1 -2 3 1
1980 8 -4 3 -6 -1 -3
1981 I-VI 27 ~17 7 -6 - -8 -7
Growth at
current prices
jin US $/
1975 66 ' - 12 32 . & 9 6
1976 -9 -1 5 22 9 17
1977 o . 2 1 14 10 1z
1978 16 ' 19 17 14 14 14
1979 20 17 18 41 26 35
1980 14 9 12 29 11 19
1981 I-VI 28 - -1l6 9 5 -7 o]
Source: ECE Economic Bulletin for Europe, 1981
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In the longer perspective the purchdses of the

CMEA countries have increased at a more rapid rate

in East-West trade than their sales. y

Table 2.

Blance of the CMEA countries in their krade with

the OECD countries
/in US -$ 1000 million/

1975 1976 1977 1978 #979 1980

CMEA countries'

total -9,0 -7,2 -4,6 «-6,3 -
Including: , -4,3 -3,5 -1,8 -2,3 +
- Soviet Union

Other CMEA

countries -4,7 -3,7 -2,9 -4,0 -

Source: Economic Bulletin for Europe, %

|:,

! .
were covered by their exports was 83%| i

981

/ The rate at which imports of the CMEA countries

n the average

in the seventies, 93% in 1980, and according to

estimates 87% in 1981,

The sum of-debt servicing burdenS'Brising

" from credits raised earlier amounted %n
average of 1979-81 already to three tim

the annual

es the amount

of the 1975-78 anpual order of magnitude, and within

the east-west current payment relations

the greater




share of the imbalance has been caused since 1978
by the increased debt servicing burdensl [In the

given circumstances, the requirements for a combined

equilibrium in the longer term urge the ‘disapperance
 of the imbalapce of trade or the ensuring of the
availability of further external financiall resources

to an increaéing extent.

! Table 3
|

Product structure of western exports of the CMER

countries
/In main product groups, %/.

!
|
' ' |

Soviet Union Other CMEA countries

|
: | .

1871-, 1976-- ! 1971~ 1976- i

1976 1980 1979 1980 1975 1980 1979 1980
Food products
and live , -
animals 2,5 1,1 1,1 o,8 19,5 13,0 12,3 11,0
Beverages, :
tobacco 0,2 0,2 0,2 0,1 0,9 1,0 G,9 0,8
Raw materials 27,2 16,0 14,2 12,2 9,9 8,6 8,7 8,5
Primary . \{ | . - '
energies 12,7 58,9 58,6 65,5 14,5 18,3 18,8 21,1
Oils and fatsf 1,6 0,2 ©,1 . o,1 1,3 ?,7 0,6 0,4
Chemicals 3,6 6,0 7,4 5,7 6,8 7,4 7,1 8,5
Engineering !
products 4,6 4,5 5,2 3,5 12,7 14,5 ° 14,3 13,9

Other indust- . :
rial products 17,7 13,1 13,3 12,1 34,4 3?,7 37,3 35,8

. Source: ECE Economic Bulletin, 1981



In a world economic situation which in
characterized by the sharpening compeLition of

supply, the structural changes of the individual

national economies, the speed of th+i adjustment
are indicated primarily by changes in export

speclalization. The product structure’of the west-

ern exports of the CMEA countries,'¢hkch had joined

in the international industrial division of labour
with a historic lag, relying on the lkgacy of the
so-called import;substituting, inward-looking deﬁe-
lopment strategy, improved somewhat|between 1965 and

|
1975, and in the exports of the smaller CMEA countries

the share of industrial products in?rEased.

However, at the end of the seventies, the product
structure did not only . . keep up %ch the structural
change in the world economy and world trade but it
fell behind even in comparison to results achieved
.earlier, Nearly‘One fifth of the 19#& exports of the
smaller CMEA countries, and approximately two thirds
of Soviet exports were accounted for by primary energies
/fuels/, and among industrial produLts a forceful
expansion of supply could only be e&perienced'in the
case of chemical products, in which éhere is a world-
-wide oversupply. On the import sidel ‘the share of’

' machinery and equipment - affecting|most the general
rogress, the

:f‘lQ?l -75 still
amounted to 34% but diminished in 1980 to 27% of the
Soviet and 28% of the other European |[CMEA country
.imports. Parallel to this the share of food products
increased from 14% to 18% and from 9% to 16% |
respectively. | |

economic and structural-technical p

competltlveness, ~ in the average o




|

Changes have been experienced alsblin the

structure of partner countries. IN the Juarter

century following the end of World War_%I an inter-
connection existed whereby in the period of the

COCOM policy or of grater political tensions the

_ neutral countries played a much greater role in
east_meet relatlons, the absence of’ polltical
discrimination stimulating the develople t ef contacts,
' and the neutral countries fulfilled also an important
~intermediary function. At the beginnin& f the process
of détente, in 1970, the four neutral éu opean deve-
loped OECD countries, Austria, Switzerﬁand, Finland
and Sweden accounted for 8% of the totalLexports of the

OECD countries, but shared in thelr "eastern" exports

with a weight of 20 per cent. In the sevénties the small -
neutral countries. found it more difficult to cope with
the requirements of structural develop&ent, buy-back,
financing and economic organization connected with the‘
nature of the import demand of the CMEA eountries, and
their weight was in 1979 already only-l6% and 1980 15
per cent. At the same time, the importahée of the two
leading powers in world trade, the FRG aAd the USA, rose
rapidly in the western deliveries. It was generally the

large corporations of the leading powers |in world trade

that dispoeed.of the coniplex skill, mor extensive'orga—

.nizational background, technology supplying capacity,
potential for "sitting out” the longer time needed for.
the conclusion of contracts, of their inplementation
and return, which were needed for co operation in the
investment projects of the CMEA countriesy and for the
solution of the novel problems which occqued in co- <.
operation between the capitalist and the socialist

enterprises. Thus the share of the USA iFhln the western

|
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deliveries was 6% in 1970, 15% in 1979,

/[year of the Carter boycott/, and that.of the FRG

10¢ in 1980

in the same years 21%, 23% and 25%. As,qay'be seen

at present these two countries account for almost one

half of the western deliveries. A similér rapld .
concentration, as fas as partner countries are concerned,
can be experienced on the "eastern"” sibe of trade between

the two country groups.

Couﬁtry breakdown  of- CMEA- trade-with O

i
!
|
f
|

~Table- 4

EéD countries

/51
e S BXPOTES (Lo Imports

1970 1980 1970 1980
Soviet Union 42,1 58,0 !40,7 50,1
Poland 17,1 12,5 12,4 14,8
cor*/ 6,6 6,4 6,8 6,2
Czechoslovakia 11,7 - 8,0 12,2 7,4
Hungary 8,8 6,4 9,9 7,7
Roﬁania' 9,1 7,7 11,1 9,0
Bulgaria 3,8 2,3 L 2,3 3,9
x/

Excluding

intra-German trade




A survey of the general trends oﬁ_Aast-ﬁest
relations shows that in recent years th# dynamism

which had earlier existed in the development of
relations was interrupted, and the indiQatdrs of
structural transformation or of the equ%librium

are not promising from the aspect of ﬂong—term
evolution either. The asymmetry of inteéests connected
with the different world trade importance of the two

groups of countries is on the increase.

Developments in the trends of East%West trade

indicate a differentiation, a loosening homogeneity

of the substance of the problems. On the western side,
the intérests and manedvring abilities,éf the Ieading
trade powers and of the small neutral céuntries differ
increasingly. The positions of the SoviLt Union and of
the other CMEA countries in respect of East-West trade
are less and less similar. The changes in the inter-
national terms of trade had an extremely favourable
influence on Soviet trade, the Soviet U%idn being an
attractiﬁe‘external economic ?artner on account of its -
cor. - .derable purchasing power and'Ehe‘strategic impor-

tance of its export offer, and being iéss vulnerable in
the short-term to variqus econonmic polily pressures.

On the other hand,” the posotions of tle'smaller Central
European CMEA countries, which earlier used to be the
backbone of East—West relations, detef%orated continuously
in the seventies, and owing to the lasting unfavourable

price changes, their_indebtedness,'the vuinerability of




-of East-West trade in large aggregates.

~ Carter and Reagan respectively.

- 10 - i

their export offer and its low dynamid,ithey began
to be driven in recent years to the periferies of
east-west trade and of world trade. Differences are
also inéreasing in respect of the wor%d‘economic

- elbow~room available to the smaller CMEA countries.

This process of differentiation whi%
observed on both sides, by itself puté a guestion
mark to the practical value of findinés‘and the.
identification of problems relying on‘the examination

?an be

! |
2. Factors influencing the development of relations

On the basis of the iegacy of experience with
the international situation which tod#|shape in the
1930’s, with the general growth and ex?ernal economic
strategies, and later with the COCOM pdlicy of the

1 |
fifties, many experts of East-West relations consider

“the driving forces of economic relatﬂons between the

two groups of countries to be of a political nature.
The view expounded by G.Myrdal, the ﬁoﬁel—prize laureate

Swedish ecconomist is widely accepted‘b§ experts living
both in the OECD and in the CMEA countries, according
totwhich ever¥ important change in tle‘stages of the

dﬁvelopment of East-West relations'caq'be explained ‘by
{ \litical factors. These views have gathered momentum
éxpecially since the end of the seveéties, in the wake

of the announcement of embargo measureF by Presidents
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1
1

The more recent views stressing the political

determination of East-West trade relatﬁous rely on

changes in the-international-economic-and technical

E evolution, in the strategic way of thihﬁing, and the
novel interelations between them. The lintensification
of the international division of labour after World

- War II, the internationalization of the]evolution of
the forces of production increased conFﬂnually,the
extent to which the individual national economies were
intertwined externally. The value of wbgld trade /[ex-

ports and imports/ in relation to the GAP of the world

was only 15% in 1938, but 33% in 1980.|The level of
specific costs of the building up of ekficient research
and development capacities needed for Eéchnical progress,
which is of great importance f:om the aﬁpect of economic
growth and of competitiveness, has beeh increasing
rapidly, the interest in the reduction| of the social
costs of technical development and strthural trans-
formation have stimulated and enforced #nternational
economic co-operation in a broadening circle. At the

same time, parallel to the increase ofLﬁhe‘compLexity

of technical progress, of its demand onh |the social-

-aeconomic environmént, of its costlinegs and sensitivity
" to time, the methods of "technological'éopying" which .

" had still been very successful in ﬁhe Jgpanese growth

at the beginning of the century and which circumvent

patent rights, have more and more limited field of

-
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rational application, require more and more inputs,

and owing to their time-consuming nature appear to

be less and less expedient. On the other hand the
dependence on imports, which had incréaged in the
wake of the increasing exhaustion of the mineral
resources of the industrially deve10pedlcountries

|o the natural
resoqrées ?roblems of supply securityL r

raised in the seventies from the side

The increased dependence of the 1qdividual
national economies on the world econo?ﬂ created
at the same time an objective material foundation

for foreign trade relations serving a%ﬁects of power .
politiés to a much greéter-extent the&'earlier, since
in the countries sensitive to externall |economic

influences the unexpected closing of Fhe sales outlets

or of the sources of procurement could force the

affected trading partners to enter into costly
"substitution"” programmes and onto erCed growth
paths fand may also cause social~polﬂtical tensions/.
Owing to the strategic balance which!héd come about
by the seventies, and to the limitations of making
use of instruments of military poLicl,‘the external
economic relations advanced.to become §trategiq

instruments apt to influence the international power

In Fast-West relations, in the $i&ties and in

relations.

tre first half of the past decade, the barriuvrs applied
t.com the western side in co-operation Petween the two

“roups of countries were moderated. However, in the

: . . . ! .
Jwake.of the deterioration of Soviet-American relations,

|
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the Carter Administration attributing s#rategic
importance to the American "food weapon", oxrder-

ed a grain embargo against the Soviet Uhion in
1980. Owing to the extremely limited geLults of
the grain embargo, and to the losses octurring

in American exports, the embargo measgrLs of the
Reagen Administration, at the end of %9?1. de-
sired to exert political pressure priTaEily through

the restriction of technology exports.
[

The applicatibn of technological pressure is

nﬁﬁ a new phenomenon either; the American measures
ﬁﬁghtening the exporting of modern techLology to
1@ CMEA countries have increased in number since
1977. Following the American steﬁs, COCOM /the Nato
committee co-ordinating the export to;the socialist
countries of products qualified as strategic/, at
its Paris meeting on January 19-20, 1982 ordered
the the tightening of the control of'tbe export
prohibitions proclaimed earlier.' }
As may'be seen, the pfesence of po@er—political
intentions connected with the application of political
pressure is undeniable in East-West rLlLtions. On the
othe;-hand, international experience L%th the long-
~term history of "intentions" directed at the regula-
tion 6f econcnmic processes on the govgrnmental level
draws attention to the circumstance thﬂt decisions

on the governmental level do not yet mean automatic
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implementation,and the lack of harmo:

ny between.

the formulated strategic goals and im?lementatiqn'

can be especially substantial if the objective

economic laws and interest relations are disregarded,

even if only in part.

The trends of the actual trade b
put a question mark to the political
East-West realtions. "Power politics”
"at the wéstern'impogts from the CMEA ¢

urnover certainly

Jetermination of

was not directed
countries but at

the techneclogical exports to the CMEA

countries or to

grain exports to the Soviet Uhipn respectively, and

its geographic target was also Soviet
. the western iﬁports of the Soviet Uni
dropped. The real "sensitivity to pol
Western trade is characterized suffic
fact that in spite 6£ the measures of

tion the western imports of the Sovie

in 1980 at current prices by 20%, in
1981 by 16%, and at the same time the

L

%mpqrts; thus

aq should have
itics" of Soviet-
iently by the

e

xport prohiti-
Union increased

the first half of

western imports

of the small CMEA countries hot'affected by the poli-
‘tical restrictions increased by only 8% in 1980 -and

decreased by as much in the first hal
expansion of Soviet imports is the mo
seeing that in 1980 the total exportﬂ

countries increased by 18%, and in 19
by 2%. Consequently the OECD export r

‘"not only not have an'export divertinﬂ

£
re

8 1
es

of 1981, The
noteworthy

f the OECD

they decreased
trictions did
effect but in -

G

both years exports to the Soviet Union grew at a faster

rate than total OECD exports,
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'In the case of a review of half a éecade it
can be established that compared to t e‘first half

. of the seventies the growth rate of Soviet imports

of engineering product groups that can be gualified

of strategic importance diminished conthnuously._So

for instance, the growth rate of the imports of none-

-electric engineering products /SITC 71/ was 14%

in 1977, 7% in 1978, 6% in 1979 and 1

that of electric machinery /[SITC 72/

5

Ny

g in 1980,
19%, 8%

and 7% respectively. Although the gro th rates of

the engineering
a diminishing dynamis
necessarily the
but reflects to

t
»

consequence of the ex£o

imports which are polit?cally sen-

this is not
t restrictions,

T

a considerably extent: changes in the

Soviet import structure, the above: avérage dynamism

of imports of food products and other
products. '

The Soviet import trends do not
but economic aspects, viz, the wester

tions connected with the exploitation

- Soviet purchasing power owing to the ol

of 1979-80. It appears that in the pe
sales competition not even political

the exporters of the countries strugg

of an imbalance from the market of coun
-0of an' adequate import  purchasing- powe

a

23
9
O

r il
pY
15

gricultural

Epress political'

interest rela-

f the increased
l price rises

od of éharpen}ng
essure can deter

ng with problems

r.

tries-disposing

The long-term determinant role of political

sensitivity cannot be supported from

the aspect of
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the country structure of the trade of Lhe CMEA
countries either. In the radically dif&erent
political atmosphére of the cold war characterizing
the fifties, the détente characterizing'the first
half of the seventies, and then the rapid cooling.
down of relations after 1979 thé weigh% of the OECD

countries in the trade of the CMEA countries hardly

changed, fluctuating between 25 and 34 per cent. The
in the long term modest changes in the| country struc-
ture of CMEA trade cannot be explained|either only
by external factors, let alone by férei&n policy
factors, but are linked to a'considera£ﬁe extent to

the concepts of developmental strategy|and concreté .
economic problems of the individual CMFA:countries.

1
Another great number of those who study the
East-West trade relations draw attention on the

- very vigorous cyclical movements, the sensitivity

of East-West relations to the economic|cycle, and

deduce the changes in the relations in e%sence from

the cyclical movements occuring in the OECD countries.
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‘Table 5
-Growth rates of the trade of the OéCD
countries : ‘

1%/

1975 1976 1977 1978 1979 1980 1981

Total exports

|
fat current ' I
prices/ 3 11 14 20 2% 18 -1

Total imports
/at current

prices/ - 4, 13 13 16’ 28 22 -5
. : . H

Total exports ' 4

/in volume/ -1 12 4 5 ‘ 2 -3
Total imports . S

Jin volume/ -2 11 5 5 7 1 -5

Source: UN Monthly Bulletin of Statistics,‘w
' ECE Economic Bulletin for Europe ‘
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Trade between the two groups of countries
indeed shows very vigorous fluctuatiohs. The fluc-
tuation of trade is in the case of Easé—West rela-
tions much more vigorous than in respect of the
total trade of the OECD countries.

The fluctuations experlenced in eést—west
trade cannot be explained simply by the phenomena
of market anarchy, since they are much ‘more vigo-
rous than the fluctuations of the busﬁness cycle

1n market economy countries. The cannot be explalned

y the external economic. policy dispreferences of
Nhe OECD countries either, since the|1mport policy
dispreferences towards the four indust#ialized Far

( . . ’ |

Eastern deve10p1ng countries, South Korea, Taiwan,
Hong-Kong, and Singapore - representing over 60

per cent of the industrial exports oﬁ éhe developing.
countries /and surpassing condiderably the industrial

|
exports of the CMEA countries to the O%CD‘area! -

were also vigorous and frequent in the second half

of the seventies, and nevertheless their exports to
the OECD countries expanded much mor? %venly and ra-
pidly. Some arguments refer to the inevitable
uncertainty and defencelessness of the| countries
which have a peripherial market posiLién, do not
deliver goods of essential impor;ancé, are not very
competitive and: have a low bargaining power Accor-
ding to this assumption the deterlor%tlon in the
market‘51tuation drives out the peripherial suppliers
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i
first and to the greatest extent, and it 1s these
that share latest in the benefits of la boom and
expanding markets. It 'should not be forgotten that

the Soviet Union is certainly not thé supplier of .
goods which are in little demand or no£ of essential

importance, is on the basis of the order of magnitude

of its demand and supply not peripherial or marginal
supplier, the exports primary energies; have -shown a
rather a high degree ¢f indiference to?changes'in the
political atmosphere, and neverheless the annual

fluctuation in Soviet-western relati?ns exceedes

that of the other CMEA countries,.
: I

P
Further doubts concerning the afg?ment of
sensitivity to the business cycle are Faised by the

 circumstance that in the period of t@e general economic
and trade expansion of the OECD countries between 1977
and 1979, when the volume of their impbrts increased

by 18%, the volume of exports of the CMEA countries
rose by 6% only in spite of the éxport}compulsions and
modifications in concepts of develop&ental strateqy
which were already clearly noticeable. At the same time,
for instance, the volume of industriéliexports ocf the

developing countries rose by 25 per cert.

* The giobal éyclical movements of the capitalist
economy, which - in the wake of the accelerated struc-
tural transformation and expansion of!the tertiary
sector - show diminishing fluctuations in any case,
do not confirm that the capitalist £Jsiness cycle

. . |
should be the determinant factor in the development
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&

of East-West raltions. It would ¢f course be a

grave mistake to doubt the role of cyéﬂical factors
in influencing the relations{ but it ?ap hardly be
contested that the effect of the cyclical factors,
especially in the case of the smaller CﬁEA countries,
is asserted primarily in a given produck structure.

In the wake of the acceleration of reét?ucturing in

the OECD countries it has been experien%ed already
since the end of the sixties that thel|ekonomic move~

ments in the individual economic sectors, sub-sectors

and productive activities are not cor|elated with the
general cyclical movements in the national economies

but with longer term processes of a structural nature

unfolding on a worldwide scale. The phenomena of

sectoral lagging behind, obsolescencel ahused cap-
|

acities, oversupply on the market came about in a

close seqguence in the textile, clothingl, leather,

|
steel, and

heavy chemical industries. The general economic,

| ]
industrial and import policy of the OECD countries

has striven increasingly for the avertlng of blunting

ship-building, railway rolling stock,

of the structural crisis phenomena océu ring in an

increasing number of industrial sectors! _
Accordingly, beside the continuing libeLalization
of conventional trade policy in the secgnd half of-
the sixties [Tokyo round/ a new type 0f sectoral
protectionism - often independent of the general
atmosphere of trade policy - has gathered strength

in most OECD-countries and even on the level of the
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Common Market. The various market acces barriers

ftariffs, non-tariff obstacles, measures restricting

import competition, woluntary bilateral‘export rest-
riction agreements, etc,/ are concentrated on the
markets of certain - although growing number of -
sectors and sub-sectors. i

The increasing deterioration of thL positions
of the exporters of the CMEA are connected most
directly with the circumstance that in addition to
agricultural export restrictions raiséd‘already
earlier by West Europen agricultural protectionism,
the overwhelming part of industrial exp@rts represent
products and product groups the importation of which
is considerad "market sensitive™ by western structural
policy and is restricted in the‘functio$ of 'the crisis
phenomena. Consequently, the fluctuatio?s manifest-on
the CMEA export side are correlated considerably with
the structural particularities of the |supply, its
extreme and. lasting sensitivity, and not with pheno-

mena of the general business ¢Gycle. |
- |

On the import side it is much more difficult to
find direct explanation in a world mar&et situation

which is characterized by the sharpenihé competition

of the sellers aﬂd by favourable possipilities of

selection for the importers. In such a case the great
fluctuations of CMEA imports can hardly be explained
by external market problems. In the préent world

market situation the causes are of an endogenous
I
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nature and indicate that the general foieign trade
planning system of the CMEA countries, their foreign

trade organization cannot yet cope with. the taska

which are demanded by the realization of an even
import increase involving the smallest possible
domestic economic tension.

- As may be seen, the problems con#ected with
the guantitative limitations and structural parti-
cularities of the export supply of the CMEA countries

play a very considerable role among the|causes which

have led to the halting of the earlier upswing in

east-west trade. On the basis of the developments

| .
in the last half decade the experience has become
more and more universal that the above éverage
"cylical sensitivity" of east-west tradé - main}y

_in the smaller CMEA countries - is caused by struc-

tural factors. The unfavourable price7tfend§ldeteri-
orations in the terms of trade, external economic
policy barriers can be considered as the price of

an export-specialization along the lines of the

"international structural over—supply. [The increase

of the weight of Soviet trade, or of its import .
capacity respectively, can be explained indirectly
also by world economic structural effeéﬂs and
favourable price effects, but the stimulating in-

fluence of these is limited in time.
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|
|
3. The main trends of industrialsco-bperation

|-|
The increased structural sensitivity and

instability of East-West economic relétions, the
new preponderance of the industrial division of
labour in the smaller CMEA countries underlines
more heavily the importance of a new £ype of co~

operation between the two groups of’countries,
conventional

forms which go beyond the limits of
trade, and are suitable for dyhamiziné the re-
lations, modernize their structure,'apd mutually
improve their efficiency. It is undqrgtandable

that since the beginning of the seventies in--.
creasing economic policy, business nh scientific
interest has been directed towards £h§ forms of

the development of relations which are summarily
called "industrial co-operation", theinew insti~
tutional solutions which create a community of .
interests for Several'yearé in the egchaﬂge of
'goods, in manufacture, in specializ%%ionﬂ in rese-
arch and development, in marketing, or even in
entrepreneurial activity between thkicontractihg
parties, making their close collaboration neces- .
sary on the various levels of controi and decisioh;
~making. It is not by coincidence tF%t the Final
Ac; of the Conference on European Security and
Co-operation, signed in Helsinki iq'1975,'also
attributed great importance to industrial co-opera-.
tion from the aspects of the economié growth rate
and that of international trade, tHeiimprovement of
its'efficiency, the intensificatioA of relations
between countries with different-s|cial and economic

éystems. ' l
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- The positive expectations that’agose in the
first half of the seventies were ﬁedyﬂy the
assumption that the industrial co—opéﬁations re-
presented instruments for the enterp#ises of the
CMEA countries f9r the acceleration’oﬁ the adop-
tion of technologies, the improvementiof theilr

efficiency, keeping in mind the requifements of

saving foreign exchange or the equilibrium in

financing respectively, for the improvement of
" their supplier positions on the marﬂets of the
OECD countries. For the OECD companies, on the

other hand, the main advantages of ;ndustrlal

co-operation are the expansion of tpéir markets
and the expansion of their markets'FQd the possi-
‘bility of employing skilled labour at lower pruduc-
tion costs.x/ The role it may plgy:in-cooperation
between countries with different socialheconomic :
systems is explained by earlier anal%sesxxl by the
circumstance that owing to the . limited possibility
of direct equity - investment in the'East-European
.countries as weil as to the paymeptltenSLOns caused
by the shortage of convertible cur?dncies, the in-
dustrial co~operations may bring anut those beﬁefits
of increased efficiency whichlare a?tributed in the
market economy countries usually to the growth of

. : |
the transnational corporations and in the planned
| _

f/ Analytical report on industrial co—operation amond
ECE countries E/ECE/844/rev l.l 1973 Geneva,

|
xl UN/ECE Seminar on the Organization.and Management
/ of Co-operative International ﬁesearch, ECE/sC.
Tech. 9. 1976. : ’



economy countries to the establishment of interna-

tional organizations. Due to the manifoldedness of

the subject no uniform interpretatic bf industrial

x/

kind of economic collaboration whichLdiffers from

cooperation exists. Many opinions consider any

the usual sale and purchase to be in u%trial co-
-operation. The enterprise management interests
Felying on state support for co—operaﬁation gré
.ﬁ.inked to such an interpretation. Ex rFmely opposed
~to this broad interpretation are those oOpinions
! according to which the most important!criterion
' of co-operation is the lastingly harmonized invest-
ment, production, supply and technical development
activity with a common objective, andlin this spirit
they distinguish from the concept of| industrial
cooperation the compensation and bar;ér trans-
actions, the long-term supply agreeménts not re-
quiring the co-ordination of producthdn, the job-
work constructions which optimize thF!mutual tariff-

and cost advantages.xx/

*! This is pointed out by C.H. McMilﬂan: Forms and
Dimensions.of East-West Inter—firﬁ Cooperation,
See: C.T. Saunders /[editor/: East-West Cooperaticn
"in Business, Springer, Wien—New—&drk, 1977. p.31/

. . ‘ :

N.Leise: Die Industrielle Ost-West Kooperation,

‘xx/

Institut fir Aussenhandel und Uberseewirtschaft
1976.

der Universitdt Hamburg, Hambur%,

1
|
!
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In spite of the grat political,
~and theoretical: expectations which e

t .
eéonomic policy

disted in the

gct of industrial

first half of the seventies, the-eff

|
co-operation on the trade relations Yemained limited.

|
Owing to the problems connected with'the statistical
recording of industrial co-operation,; it 1s necessary

to treat the guantitativ informationI with great
caution, but. they are undoubtedly suitable for the
indication of certain orders of magnitpde and trends.

It 1s noteworthy that the first survey in time™

/

. still estimated the share of co—oper,t&on'delivefies

in total East-West trade to 5-10 per

cpnt. In the

middle of the past decade the ECE already held only

xx/-

a share of 4-5 % likely '

1979 even as little as 3-4 per cent.

and survef prepared in

ﬁhe extremely

broad economic policy and literary publicity of

industrial co-operation sometimes obséures the

fundamental fact that only a very mo

dét share of

east-west trade is trans-acted withim ,industrial

' co-operations, and thus they can inﬁlﬁence the

. ! e
fundamental trends of co-operation ﬂut to a modesst
extent. It is expedient to investigate the main

' |
characteristics of the development Aflindustrial

co-operation in the seventies takin¢ this fact

into consideration. .

x/

ration, Europa-Archiv, 2/1973.

xx/ Recent changes in Europe'’s trad

for Europe, UN. New York, 1975,

e,
p. 59.

P<Xnirsch: Ost-West-Handel zur %iitschaftskOOPe

Economic Bulletin
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In the course of the seventies the: country

structure of industrial co-operation |showed a
very forceful concentration., Accordin@ito the

already quoted 1979 study of the United Nations,
on the East European side two flfths’of the cont-
racts were concluded by the Soviet Union, one
quarter by Hungary, one sixth by Polané one tenth
by Romania, whlle the weight of Bulgar}a, CzeChOSf‘
lovakia and the GDR was infinitesimal (3—4%/.

the western side the share of the FRG is oﬁtstanding

fover 40%/, and the share represented, by France and’

: |
Austria is also important. As may be 'seen, a few

I
countries account for the overwhelmi+g|part of

industrial co-operations and these are, far from

covering the whole of East-West réla-ibns.
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TLble 1

Distribution of industriasl co-operation agreements

according t0 countries -

sehﬁnrs J%/

Name of the sector The seven
countries
together

Including

Bulg- Hun-
aria gery and

Pol-

GDR

Czech&- So-

‘aslo-

viet
Union

Chemical ﬁndustry '
/including the
pharmaceutical
industry/

Metallurgy /in-
cluding mining

Manufacture of )
transport vehicles ™

Manufacture of
machine~tools

Mechanicel /non-
~electric/ wachine~
ry manufacture

Machine-tool manu-
facture and mecha-
nical machinery

marufacture together

Electronic
industry b/

Manufacture. of
electrical machine-
ry ¢/

Electronic industry
and manufacture of

electrical machine-
Ty together

Food industry /in-
cluding beverages/
and agriculture

Light ihdustryd/

Food industry,
agriculture and
light industra
together

e/

Total of co-opera-
tion contracts |

Other sectors

;

loo,0

loo,0

loo,o0

loo,0

.1o0,0

1o00,0

loo,0

100,0

!

loo,0

100,0

loo,0

loo,0

loo,o

. loo,0

8,8

7,1

351

4,3

3,6

21,4

13,4
757

39,0

17,5
18,6
28,1

69,6

49,5

28,6
34,6

32,5
27,3

24,2

24,6
21,4
21,9

4,3

14,5

21,4
26,9

25,0
27,3

17,2

38
-
Ut

2,2

g
o

valkia

5,7

3,0

15,4
3,5

5,7

4,2

1,8

57,3

65,'4

28,3

26,8

37,1

17,4

29,1

21,4
30,8

27,5
45,5
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- .

b, 0l

Total of co-onera- .

tion contracts

. loo,0 1loo,o0

Distribution of industrial co-cperation agreements
according to Sectors, by countries /%/

Name of the sector The seven Including ,

countries ] T ‘

. Bulg- Hun- Pol- GDR Roma- Czeche- So-
together ,.ia gary and “nia weslo- viet
; vakia Union
Chemical industry
- /including the

pharmaceutical : : o
industry/ 26,1 - 14,5 16,7 1413 42,3 33,3 36,4

Vetallurgy /in- : ‘ ‘
cluding minin 8,3 - 2,6 7,4 + | lo,7 - 13,2
Mahufacfure of
transport vehicles 9,6 9,1 11,8 9,3 14,3 21,4 11,1 5,4
Manufacture of
machine-tools 4,1 - 2,9 1,9 28,6 - 22,2 3,9
Mechenical /non-

\ ~electric/ machine- ‘ ‘ )
ry manufacture 18,2 45,5 13,2 25,9 28,6 "lo,7 22,2 16,3
Machine-to0l manu-
facture and mecha-
nical machinery . , '
manufactuee together 22,3 45,5 17,1 27,8 57,2 1lo,7 44,4 20,2
Electronic _ | - 9:3
industry b lo,2 9,1 11,8 13,0 -l | 1p,7
Marufacture of : i
electrical machine- ,
ry C/ 7;3 9,1 2}':1@ 1,9 -| - 11,1 3,1

—m - Fd - -—-L
|
Electronic industry - |
and manufacture of i
eiectrical machine- 1 19,7
ry together 17,5 18,2 32,9 14,9 |+ “£x% 11,1 12,4
Food industry /in- !
cluding beverages/ ;
and agriculture 4,5 27,3 5,3 5,6 14ﬁ5 - - 2,3
Light industryd/ 8,3 - 11,8 1%,0 % 7,1 - 6,2
Food industry, | i
sgriculture andr o
light industry: . - :
togoLaer 12,8 27,3 17,1 18,6 14,3 7,1 - 8,5

100,00 loo,o 1loo,0 1loo,0 loo,o0 1lo0,0

4
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Commehts and footnotes to Tables 1

and 2:

a/ This includes the manufacture of air-

craft, cars, lorries, trac
engines and relling stock,

b/ Includes the manufacture o
office machinery, radio an

and telecommunication ecui

c/ Contains all elecrical equ
| electric railwey engines,
" appliances,

d/ This includes textiles, fo

|
tors, railway

f;computers,
3itelevision sets
oment, |

ipment, including

and household

otwear, rubber,

glass, furniture and consumer goods;

e/ For instance building induhﬁry,‘hotels,'

management, tourism, etc.

Comment: Owing to rounding off, the
data do not always add up e
100,0%. '

|
p%rcentual
xﬁctly to

Footnote: East-West industrial Co~operation,
ECE/Trade/132, New York, 1979. p. 36.
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The sectoral distribution also iqdicateé very

forceful concentration, although'it is éonspicuous

that the different CMEA countries established rather
different sectoral priorities in industrial co-opera-
tion. 50, for instance, the chemical ﬂnlustry playing= .
a leading role in co-operation connectiéns accoun£ed,
for nearly one half of contracts in Romania, more than
one third in the case of the Soviet Union and
Czechoslovakia. The weight ¢f non-elec

manufacture [SITC 71] was ‘57% in the cLse of the GDR,

and 45% each in the case of Czechoslovakla and Bulgaria.

tric machinery

The electrical machinery [SITC 72/ aaaln reached one
‘third in the case of Hungary, while its welght remained

medest in the connections of the other, CMEA countries.

Due to the different developmenta

ljpolicy priorities
of the wvarious CMEA memnber countries, H

Ingary accounted
for 50% of all co-operations in the el ctrlcal 1ndustry,
for two fifths of contracts connected with the manufuc—

ture of transport vehicles, for one thﬁrd of agreements
in the food industry, agriculture and 1light industry,
the Soviet Union accounted for approxi%%tely two thirds

of co-operationsg in metallurgy, and three £ifths in
chemical industry contracts, one third!df co-operations
in the engineering industry, an& Polana'accountgd for
one quarter of agreements in the foed industry, agri-
culture and light industry. As may be Leen, in some
sectors the déveloPment of the relations with a £ingle

country affects the trends of_EaSt—West c0woperatlon
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activity very substantially, and on the Lther hand,
~certain industrial sectors of some East Europen
countries are very co-operation-sensitive. At the
same time the comparison of the sector l’structure

of trade and of.cb—operation draws att@niion to the
circunstance that the industrial co-operations play

a relatively modest role in the transformation of

the export structure to the QECD count%iés, and serve
ovefwhelmingly,the satisfaction of the démestic mark-
‘et or of the demand of the regionél CMEA market.

The export-increasing effect of the Sovi#t co-
—operaﬁions‘in the chemical industry, metallurgy,

the engineering industry, the food indusﬁry and

light industry cannot be registered iﬂ the actual

exports to the OLCD countries, and the [this effect

of the Hungarian co-operations in the &lécrical
industry is also modest. Thus the industrial co-
~operations affect altogether only 10~15% of east-
west trade in industrial products [in tig case of
Hungary and Poland the share being higher/.

Within the manifold forms of industﬁial co-
-operation the co~production relyving on %pecialiw
zation by the partners is most widespread [45%/,

as well as agrements connected with the|delivery

of plants or equipment /[17%/, and agreements
providing for production, marketing, research and
development [17%/. A relatively more modest role

is played by agreements concerning the payment in
T : | .
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products for the transfer‘of licences‘aqd know-how,

by tripartite co-operation, and /with t@e exception

of Hungary/ those refering to joint oﬁf%rs, But these
main proportions reflect in essence theiSoviet,
Hungarian and Polish practice which play a decisive-
role in industrial co-operation. It i? #oteworthy
that in the case of Romania and Czechoslovakia more
than two thirds of co-operations 1nvolve joint vent-
ures, and in the case of the GDR over 70% is accounted

for by the dellvery of plants or equlpment
|

In the distribution of the variohs types of co-
~operation contracts among countrles Ithe Soviet Union
plays a leading role in co—productlon’and speciali-
zation [52%/, as well as in respect OE co-operations’

- .concerning the delivery of plants and équipment against
resultant products [64%/. Hungary-acéoﬁnts for 75% of

" the tripartite agreements and 58 perlcént of sub-
wcontracting; Poland is in first plaéeiin respect"

of licence trade /63%/, and Romania in*joint ventures
136%f. As may ba seen, the various CﬁEh countries show
rather marked preferences for certaiﬁ types of co-
—~operation, which reflects largely thelsectoral foci

of the co- operatlon pfiactice. For 1nstance, co—operatlon
realized in the form of the transfer| of lincence and
know~how have a share exceding the a&erage more than
four-fold in the electrical industryL|in the manufac~
ture of transport vehicies, and.more]ﬁhan three-£fold
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in the general engineering industry. At the sane
time, the delivery of plants and equipment occurs
mostly in the chemical industry /55%/. Fn sub~
—contracting taking the form of the s-pply of
products in the short or long—term the share of -

light industry exceeds the average fourTfold.

As may be seen, the distribution|of the in-
dustrial co-operations by country, by sector, or
by type of contract shows a varied pictpre which
is rather dispersed from the global iﬁd?ces.

However, the cormmon feature may be estaﬁlished
' that their relative importance is larqe% in sectors

S |
which belong to the frontline of international

technical-structural progress. At the same time,

the strong differentiation of the forms of co-
-operation by sectors and countries does not make
it possible that any type should dispose of a
substantial load-~bearing capacity in coinection'
with the development of East-West relatrons.
Finally, it is worthwhile to refLrto the

-organizational background to east;west industrial

co—-operation. Under the combined influence of the
phenomena caused by the present s;age 1n the growth
of the CMEA countrles and of the development trends
in the world economy the w&ght of large corporations
has become dverwhelming in East-West tﬂade, and

especially in co-operation. While the| share of the
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corporations may be put at approximately 30-35

per cent in trade with the devélopingicbuntries,
O% in
east-west trade, and 80~920% in industrial co-

the same dhare is estimated to be 70-

—operation: The reason is that the CMEA count-
ries want to use industrial co~operat oh mainly
for technical-structural modernization,' and this
demands primarily the import of'large+scale cap-
ital-intensive technologies. It is thé transna-'
tional corporatlons which Have such techno;ogles,
available, as well as capacities for éxtenszve
financing, organization and technology transfer,
sales channels for'assisting the expoLtE of the
CMEA countries in coﬁnter—payment, thlL the
welght of the small and medium-size e%terprises
which cannot join in the large structﬁr?—trans—
forming projects, and are not interestled in the
counter—purchase of compensation proch%s "alien
to the sector”, is reduced /with the exception
of Hungary/. It follows from this baskcisitua—
tion that the importance of industria£ ko—opera~
tion depends to a. considerable extent|0n the
global strategy of the transnational :qrporations
or on changes of this global strategy ﬁespec—

tively,xl ' -

#I Béla Kadar: Structural Change in th? World

Economy /in Hungaria/, Budapest, ‘ .
Kozgazdasagl és Jogl Xonyvkiadod, 1379 pp.313-321,
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4. The factors shaping industrial7co~?aeration
The slow-down of the dynamism anF|struc~
tural development of east-west trade, %he sharp-
ening of the eguilibrium problems illustrate in-
directly, and the absence of the expécted expan-
sion and even stagnation of the co—ogeratlon
turnover directly that the objectiveﬁ ?et for in-
dustrial co-~operation at the beginning,of the
seventies have not been realized, cor héve been
realized to a small extent only. Som% %ormal
characteristics of industrial‘co—ope%ation un-
doubtedly play a role amcng the causes, of these

|
unfavourable developments. In spite of the pre-

ponderance of the transpational corporﬁtions,
the co-operations have not reached qﬁantitatively
the "eritical minimum", the industrifl co~operations

are /disregardlng some Soviet or POllSh raw material
and semi-finished product transactio s/ of low volume,

co-operations which would induce larbe volumes of
exports and would become an organic part of the

division of labour on the international market have
|

S ||
The average-lifespan in east-wesF industrial
co- operatlons is also very short, having fluctuated
around two'years, x/ and so they weré difflcult to

f :t into the ‘medium-term planning system of the CMEA

f/ J. Lukasik: "M&glichkelten der industriellen

' Kooperation mit Polen. Ost-West| Handel 1977.
Bad Ischl, pp. 119, ’l

not come about.
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countries, even if only for their sh?rp duration.

In addition to the "non-organic” nature, short
duration of the connections, a llmlting factor

is represented by the export. restricélng western
co-operation practice, which - fearLP% the 1lncrease

of competition on the market - stipulites that the
co-operating CMEA enterprise must not export to
western markets, or only in small guantities.
'ConseQuently, a considerable part of ﬁhe co-operation
products do not go west but to the CMEA markets, which
does increase exports but generally[dbes not increase
the revenue in convertible currenc1es. A western prac-
‘tice in technOLogy transfer, which enly transfer
second~ or third rate technology lnetEad of the most
modern one, which conserves the techﬁical backward-

ness of the socialist countries, dobs not increase.
their competitiveness, and consequebﬂiy limits their
interestedness, has a similar affedt!

The insufficiency of mutual intereetedness'in the
development of industrial co-~ operatlon indicates
that the forms of co- 0peratlon choee sofar, or their
-practmcal exploitation, have correeponded only to a

small extent to the requirements afd to the potenti-

alltles. ' ’i

However, the formal characterﬁetics ?oint-only
at symptoms, and thus it is wortwhile to have a. lock
also at the deeper causés which cdntribute to the
development of industrial co-operétion; In the second



half of the seVentieﬂ the phenomena of the shortage

~economy became stronger in several CMEA countries,

and at the same time - though to an is sufflclent

extent - the elbow-room of the enterprlses increased
compared to previous years, exactly lk order to

reduce in perspective the phenomena ok'the shortage
economy., Some western experts x/ drew attention

already more than half a dcade ago tO'the circumstance
that on the CMEA side the state appeaméd as the

carrier of micro-economic interests %niEast-West in~
dustrial co-operation, while the enterprise may even
be counter-interested. Making use of their somewhat
increased elbow-room, the enterpriseﬁ of the CMEA
countries endeavour - by virtue of their own interests
~ to conclude co-operation agreements which enable them
to acquire the missing products and teéhnologies from
western sources, and to sell the mandfactured products
' on the domestic or the CMEA markets whlch have a great
pulling effect. On the other hand, t?e|larger the share
of domestic or CMEA inputs - which are'difficult to
acquire -~ 1is in the case of co-operation agreements,
the niore worries the export to the OECD markets causes,

and the greater the counter—lnterestedness of the

socialist enterprise becomes. Thus the macro-economic

objectives connected with the lncreaég of exports to

x/ :
F. Levcik - Jan Stakovsky: Industhelle KooperatiOn

zwischen Ost und West, Springer Vﬁrlag,
Wien-New York, 1977. p. 215. |
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f}he OECD couﬁtries and the acceleratign‘of technical-
, structural progress clash on a wider{scale thaﬁ
learlier with the movements of the enterprlses whlch
"have become sloppy" in the environment of the
sortage economy and can now assert tthr own_interests
to a greater extent than earlier. Of course, the con-.
sequences of the movements caused by[tﬁe Crganizatio-
nal interests of the enterprise are #lunted by indivi-
dual interests within the organization, including the
higher prestige accompanying the expoét for hayd
currencies, opportunities for learni$gL gathering
experience, seeing the world, etc. thiit would be

a mistake to overestimate the extent'of these as against

interests created by the overall manégement system,

In the eighties, several CMEA chntries again
tried to counteract the barriers to bd—operation

'caused-also by the broadening of the enterprises’

elbow-room, by increasing the number éf individual

central interventions and administrdtive measures,
which - besides the short—term effects on the
equilibrium - again influenced unfa oﬁrably the
transparency of the economic policy’ehvironment.
Although the overheatedness of the domestlc economy
has been reduced to a certain extenf the bringing

)

about of an oversupply on the domes%yc market or

even of an equilibrium only is of course a time-

: : J . '
-consuming task even in case of an unegquivocal and



cbnsistent economic policy. On the basis of these
interrelations we may claim that the characteristics
of the system of control, market étru-t?re and
domestic equilibrium of the CMEA countries play an
incontestable role in the development|of &ast- west
industrial co-coperation, and the appeargnce of new

driving forces in east-west industrial |o—operatlon_
is also linked to the modification of tFese.

| .
The external conditions of industrial co-operation

have been modified to a much greater gxtent and with

much more conseguences than the domestic conditions

of the evolution of the CMEA countries, In respect of

the political sphere we have already indicated that

the unfavourable turn in the atmosphe?efof détente
after 1975 and then after 1979 was reflbcted but litt-
le in thé development of trade relationk. There exists
however such a seldom mentioned provincé of "sensiti- |
vity to politics", which affects in e sEnce the more
industrialized and industrial exporte Lmall CMEA

countries, but this 1s not connected with factors of

a strategic nature. The growth perforkakce of the small
socialist countries, the technical-structural develop-
ment, terms of trade, etc. depend to a large extent on
the introduction of more advanced forﬁs of. industrial
co—opération with the ﬁestern countries and firms, the
increase of thein more advanced industrial exports the
OECD countries. This process was made:more difficult

11 the seventien from the side of theidomestic politics
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of the OECD countries by the economic pblicy of

the left-centre or Social Democratic go ernments
which are more comitted to the trade &nlons and

put more emphasis on the Job protectlén. In more
uncertain interna  power relations and a more in. .
certain world policy atmosphere the capitalist
enterpreneurs show also less inclinatiobltowards

the development‘of the more advanced fo&ms of closer
inter-firm co-operation which involve| above the )

average risks and usually pay for themselves only

in the longer perspective and in the case of lasting
stability. ' ‘

The preconditions of co operatidn have dete-
ricorated in East-West economiC‘relations divertly
in several respects. In the Western European
countries counting for co-operation parxtners havmng
a decisive weight, the rate of econoqu growth and
the expansion of demand slowed down 1 étingly,'and
large-scale unemployment alsoc limits tAe trangactions
which relf on the comparative wages qdvantages of the
CMEA countries, The price of raw materials and primary
energies increased substantially in the Chdﬂttoo,
coming nearer to the world market level, ar’ thus
an OECD moving out of energy- 1nten51ée,proauctlon
activities would result only in modeéaﬁe profitébility,

and in an increasing number of cases it would even
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i
clash. against constraints of supply. It was in

the seventies that the industrial suppﬂy.from

the developing countries and the SdutLEPEopean

- countries unfolded in the OECD markets. This

supply coincides to a large extent with| the indust-
rial exports of tﬁe CMEA countries, but %njoys
considerable comparative cost advantages'/cheaper
local raw material- and energy basis, manpower,

lower'specific tax burden/ and trade policy prefe-

‘rences. The processes mentioned, separately and by
their combined effect, limited the oppo#tunities
for expanding the exports of the CMEA c?u%tries,
and orientated the industrial co-operation activity
. of the OECD countries from the import Slde to a
larger extent towards the newly lndustrialLZLng
countries. Favourable developments in the export
opportunities, and then the indebtedness of the
CMEA countries, especially the increaseé iebt-ser—
vicing burdens after 1979, limited also the import
‘capacities of the CMEA countries for the eighties, '
and thus reduced the rélative attractioA gf their A '
markets. For the OECD exporters the presuhmed lower . ;
rate of import expansion by several CMEA countries
in the medium term is also a co-operatiAnLrestricting
factor. ' '

However, in the slow-down of east;Jeét industrial
co-operation other processes too make themselves felt,

which go beyond the circle of the participating
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countries and represent\world economlc processes

which modify the COndltlons of mnterngtlonal
industrial-technical co-operation. In the quarter
century following on World War IT, ther% were still
15-20 ;ountries which were able to makeiuse of and
develop further the technical—scientifi¢ knowledge
which had been accumulated during the war and then
in the vears of the arms race, the number of

¢ountries and companies capable of supplying modern

technologies increased, and from the qsﬁect of the

|
buyers the international conditions fdr |acquiring

modern technologies improved. In the seventies

Lazy trends began to unfold. Owing to the

powerful increase of the specific research and

development costs, the rise of the "critical minimum"

of 1nvestment necessary for the development of modern

technologles, to the increased risks cf,technlcal

development in the uncertain world economic situation,

the pulling. sectors of technlcal—strLctural progress
became 1ncreasingly concentrated on the three leading
QOECD countries, the USA, Japan and thé ERG. Thelr
share of the market of technology—intenéive products
is much higher than of world trade, andéan~01igopoliS*

~tic market structure has come about in an increasing

number of cases. Parallel to this, the positions of
the West European small countries or'meéium powers,
- for instance, have become weakeron th ‘%arket of
international technology supply. Parallel t6 the
_oncentratlon of the supply on the marx ket of techno-

,ogles, the zone of technical modernlﬁatlon has kecome

[ |
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wider, numerous oil-producing, South—EasT Asian

and Latin~American countries having started tech-
nical development and re-structuring priogrammes

at a forced pace. In the wake of the market trends
strengthening the concerntration of supply also from :
the side of demand, the three leading gowers and

some large corporations, often the USA :alone,
increasingly dictate the terms at which'modern

technologies are sold. -

Owing to the increased risks, specific costs,

- and order of magnitude of investments involved in

research and develcopment, the movements of
technologies are increasingly intertwined with

[
movements of capital. This intertwining has also

strengthened the bargaining power of exporters of
capital and technology having bevome stronger all

I
I

At the end of the sifties and at thé beginning
of the seventies, international capital %fraid of -
nationalization and various forms of expropriation,
in a market environment which was less févourable
for it, showed relatively greater understanding and
greater willingness for agreement in respect of
various measures régulating the ownershiﬂ of capital
and the transfer of technology. Due to’tﬁis ekperience
a large number of theoretical and practi?al experts
were of the opinion that in the intensification of
economic co-operation the establishment lof joint

ventures, the interlocking of ownership was not
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an essential ‘factor. For instance, D.Rockefeller,
PreSLdent of the Chase Manhattan Bank declared® x/
... "the capitalist is not necessarily interested

in sharing ‘in ownership if he can share fn the

xx/ xxx/

profit". Wilczynski . Levc1k-Stankovskﬂ as

xxxx/ also emphasized th£|wide range

of possibilities suitable for avoiding %He "delicate"

well as Smeljow

problem of joint ownership.

In the second half of the seventies |it could
be experlenced already in a widening range that the
leading large corporations were less and |[less incli-—

. _ B
ned to transfer leading technology in the form of

simple sale and purchase or licensing, gince these
involved a smaller volume of profit, thé loss of the
possibility of control over the utilization of the
already sold technology, and in some ca es the
appearance of competitors. Relying on their strengt-
hening bargaining power, the exporters L% technology
are increasingly ready to transfer the most advanced
. technology only in closer forms involving owﬁership,
in the framework of co-operation involving équity
participation, since this form ensures tﬁe larger
volume of profit linked to the volume of:ménufacture,

and also opportunities for control over the utiliza-

. |

"tion of the new technology.xxxxx/ Jo

x/ US News and World Report, August 13, 1973

xx/ Joint East-West Ventures and Rights ¢f Owner-

_ ship, Varleton University, Ottawa, 1975.pp.14-17.
xxx/ Op. cit. p. 106
xxxx/ Promishlennoie is nauchho- tlehnlChESROle

sotrudnichestvo, in: Voprosi Ekonomlki 6/1977.
p785. V
xxxxx/ Béla Kadar, op. cit. pp. 344-3456.




The phenomenon mentioned is illustrated by
the fact that in the case of the USA, which plays
a leading role in international technolbgy trade,

the trade in high technologies is transacted today
already overwhelmingly within the organizational
system of the corporations, between the principal
and subsidiary companies. This does not:only mean
that the possibility of acquiring technologies has
become more difficult, but the countries newly

becoming industrial exporters are able to| export

technology=-intensive products alsc only|within

the economic organizational system of the‘traﬁs-

.

‘national corporation empires. Of course, in the case

of light industry or electrical industry end products,
mass consumption goods manufactured by th engineering
industries, the new exporters are also capable of
acquiring new markets on the basis of p;ibe advantages.
However, the dynamic exports of considerable volumes
of productive machinery and parts, pharmaceuticals, of
goods usually sold on markets which have an oligopo-
listic structure, are not at all characteristic of

the new industrial exporters outside thé organizatio-

nal scope of transnatiocnal corporations.

It can be explained by these proceésks that the
rajority of the medium-~developed or devélbping
_ A .
countries which join more forcefully in|the inter-

national division of labour liberalized|in the seventies

the regulation of importing capital, while the countries
lagging in liberalization lag increasingly in technical
develoément and in the exporting of ind%skrial products.
. g _
|
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'In the seventies several CMEA couAt#ies /Romania,
Hungary, Polana/ also updaﬁed their léﬁslation and

the system of regulation concerning foreign capital.

In spite of the simplification, the inf&éw of foreign
capital mediating the leading technologiés has remained

insignificant, since the investment dechsions of inter-

national capital are not motivated by the internal

dynamic of the system of capital ;egularion of the

various countries but by worldwide condithons and op-
portunities. In the system of qualificatibn of capital
investment developed in the basis of thé restrictions
‘congerning foreign capital ownership an# khe transfer

of profit, the extent of price control by the autho-
rities, the degree of indebtedness towaéd|foreign -
countries, the wages costs and productivi%y of local
manpower, the imbeddedness in the intethational division
of labour, etc. the appraisal of the CM%A'

not favourab)k by international comparison.

countries is

As a resultant of the readjustment o%curriﬁg in
international. economic and interest relations, and of
various factors, the elements of creatiJ ﬁierarchization .
appear in the forms of international co-operation. An
increasing propoftion of capital, prducts, knowledge,
serviceslmediating the most advanced teéhﬂolog;es is
concentrated on inter-firm relations invelving a
combination of ownership, while the industrial co-

- —operations representing a loodser tie ars !increasinély

limited to the market of products which are structurally
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falling behind, technically belong to the declining

part of the life curve, and show a low price dynamism;
Consequently, the trends which evolved in the seventies
and appeared to be iasting, relatively depreciafe the
importance of industrial co-operation, and divert the
flow of modern'technologies and producﬁs; The diverting -
effect manifests itself organizationaliy;in the
stagnation of industrial co—opera*ion,lahd geographically
in the loss of importance of ti. mﬁst—Veét industrial
division of labour, respectively is reflécted in the
ahove avérage expansion of industrial co}operation
between the OECD countries and the industrializing

developing countries. |
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Summing-up comments : '

The loss of ground in the world econémy by East-

~West economic co-operation and especially by industrial
co-operation 1is a process which has reflected objective
economic interconnections for several yeaﬁs'already.

The revérsal-of this process of losing gréund is funda-
mental from the aspect of the maintenance of the relative
stability of the system of international ﬁelations and
especially the improvement of the politigal and economic _
atmosphere of the European Continent, and the safeguardiné
of its importance. It is already cleérly ﬁisible today

that the norrowing down of East-West rel%ﬁioné conside-

rably reduces the diplomatic and external economic elbow=-
-room of the QECD countries /[FRG, Francey Phich used to
make good use of their intensive co—oper%tion with the
CMEA countries in the building up of their international

positions, influences unfavourably the conditons of the
social re-production processes of some C$E§ countries,
especially of the small CMEA countries, and in its
combine dieffect weakens the economic intér?st related
to the sustenance of the international at 9sphere of

détente.

Although theé weakening of trade relations between

the two groups of countries was not broughﬁ about by
factors of a political nature, it can hardly be contested
thé the reversal of the unfavourable trenés which took
s@ﬁpe in recent years demands economic andimainly pelitical
e.forts that go beyond the sphere of tade and are insep-
aéable'from the elimination of the present!peaks of
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political tension, the creation of a poLitiéal

atmosphere of mutual confidence which is necessary
for more intensive and up-to-date economic co- '

-operation.

On the basis of the present world economic
trends and of the economic situation existing in
the CMEA and in the OECD countries respectively,
it would be an illusion to count with the rapid
disappearance of the objective barriers to the
development of relations in the two groups of
countries. The present problems are the stored-up

. |
consequences of processes of a various nature,

and their cure also demands many-sided and long-

-term strategic therapies of a synergic |effect.

Opposed to the assumptions which existed a
decade ago, a hosE of experience shows that in
the new stage of international economic developmeht

industrial co-operation cannot carry toc great a

burden in the expansion of the markets éf;the OECD

countries, in the technical-structural modernization
|
of the CMEA countries, in the solution of| their problems

of equilibrium, in the elimination of tensions in co-
-operation between countries with diffe}eqt institu-
tional.systems. The deterioration cf th _¢onditons of-
industrial co-operation, changes in their| motivational
background do not of course mean their %trophy in the
future. Adjustment in form, conception and implementa=-
tion to the present requirements of the|world economy
may set free considerable driving forces for the
intensification of east-west co-operation|. It may play

an especially great role in the moving out of productive-
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-technological processes which can no longer be
profitably operated in the industrially most.

advanced OECD countries, which fall behind continuously,
but still satisfy a certain domestic demand, to the
industrially iess mature countries, in the trade of
engineering mass products requiring greater stability
and co-operation than the conventional sale and purchase
transactions can provide.

It must be counted with that the fiow of the most
advanced technologies in the relationsh&p between the
CECD countries and the CMEA countries is circumscribed
by integration into the international organization of
enterprises, the combination of enterpriscs, the
organizational expansion of firm: . 2d|by the CMEA
countries abroad, by the importing of equity capital
from the OECD countries. In the eighties the require-
ments of co-operation in industrial development coincide
with those of the sphere of financing. gwing to the
large~scale indebtedness of several CMEA bountries,
different from the practice of the seveﬂ&ies; the
additional external financial resources| which are

needed not only for the technical-structural transfor-
‘mation but also for the accelératioh of t%e entire
growth process, can no longer be acqured |in the form
of loan capital. In the given situation|one of the key
question of the further development of east-west co-
-operation is representéd by the creation of the

econonmic-political conditions necessary| for the adoption
' of the socialist enterprise organizatiohs| in the West
and the efficient adoption of the OECD e

the East.

34

nterprises in
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In the CMEA countries it is the moéification
of the social-economic targets on the basis of the
world economic challenge, the choice and implemen-
tation of the projects of complex develc'+ent and

regroupment of the resources enabling the'expansion

of export capacities, the further develcpment'of the
systems of control taking incentives and .competitive
. mechanisms into consideration that may assist to the
largest extent in the intensification of egét-west
co-cperation.

In addition to the precesses of reJriangement'
in the world economy and the phenomena of?recession;
the -trade policy discriminations and dispfeferencésu
practised in the OLCD countries also hindér the CMEA

|
countries to a large extent in the expldi%ation of
their genuine and potential comparative adﬁantages,

in the development of the developmentai strategies
needed for this purpose. The western exports of the

!
‘having become marginal, the trade policy restrictions.

CMEA countries, especially of the small CMEA countries
or dispreferences of the OECD countries referring to
market disruption are sconomically irrelevant. The
elimination of these restrictions would;bf themselves
broaden the elbow-room . for east-west coJoéeration.-The

- guarantee and stimulation by the state Jf;weStern capital
exports to the CMEA countrieswwiich join intensively in
the international division of labOUIWOﬁl% represent a

long-term positive stimulus and accelerate their fitting -
into the world economy.
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In the longer run, it is inevitable for the

purpose of stimulating and stabilizing world economic

" growth to develop -further the instituti?nal system of

international co-operation, stop protecFionism , and
create an international economic policyi/ndt only
tariff- and trade policy/ forum or organizatinawhich
would intensify in a planned way liberaiization relying
on mutual benefit. In the beginning such a forum would

+ serve for the regular exchange of information about the

perspective developmental ideas, restructuring
investments, technical-developmental concepts, ex-
periences of the individual countries. Later, on a
higher level of the exchange of informatidn, the
national governments may consult and then - on the
basis of reconciling their interests - rmay enter into
obligations concerning the subsidies provided for the

- restructuring of the various sectors and enterprises,

or may refrain form new supportive measures which
hinder the more efficient distribution of economic
resources by international comparison. In a later
phase still they may reconcile the genefal economic
development and structural policy plansiof the in-~
dividual nation states and their trade prbjections.
In this phase it may become possible fo% the in-
dustrially developed countries to abolish‘any kind
of support for the no longer competitive ;agglng
behind sectors, and the transfer of the l?gging be-

hind areas of activity to the countries|disposing
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i
of coﬁparative advantages. East-West trade, espe-
cially trade within Europe may undertake a pioneer-
-ing role in the creation of such a compxe$ensive
macro—~economic co-operation serving dyném#zation
" and rationalization in the participating éountries

as well as in the system of internationqi relations.
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Econonic Relations of CMEA Countries™ with| Africa

l. Africa’s struggle for a transformation of international
economl¢ relations, and co~operatlon wm%h‘the socialist

countries

Africa’s struggle for a restructuriLg‘of international
economic relations, for the development gﬁ interregional re-
lations aims - as in the case of the cther developing coun-
tries - at éliminating its considerable | derdevelopment,.at
diversifying its distorted and unilaterai economic structure,
at reducing, counterbalancing its one-sided but multifaceted
economic and political dependence on the‘developed capital-
ist countries and multinational companieis, and at exploiting
" its wealth of natural resources in the ilterest of natvional
development. The ultimate goal, beside political independence
having already been attained by most Afrhcan countries, is the
attainment of economic independence, the!fealizatioh of an
autonomous and balanced economic development and growth, a
satisfaction of the basic needs of the %fricans numbering some

470 million /1980/. ' | i
Besides the African countries having|the intention to re-
ly both in their struggle for a transformation of external eco-
nomlc relations and in the realization of'thelr fundamental
economlc and soclal goals wainly on the‘n%taonal and all-Afri-

can resources, they reckon in a consldeﬁaple measure on polit-
ical and economic support of the socialist countrieé, on deep=-

} ;
1
*+ By CMEA countries primarily the Sov1et bnlon and the European
CMEA countries /Bulgaria, Czechoslovaklé the GDR, Hungary,
Poland, Romania/ are understood, since the extra—European
CMEA countrles /Vietnam, Monoolla and|Cuba/ have just slight
or no economic relations with Africa.
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ening with them interregional co-operation. 50 much the more

as co=operation with the socialist countries - whieh i1s called
new~type /or socialist/ one in economic ilterature -, following
from its basic principles, forms and 1mp£cts, promotes ~ even
if only to a slight extent - the achievement of all those goals

for which the African countries conduct & struggle.

The co-operation realized with the Socialist countries -
.as distincet from and as against the coloﬁlallst or neocolonial=-
ist~type division of labour "establlshed" with the developed
capitalist countries - is aiming at a "decolonization' of the
African countries’ internal economﬁ%}on the one hand, and of
their external economic relations on the|other: it promotes
the internal economic development of the?e countriés, their
economic and social integration, a transformation of their
economic structure, and - partly by means of these'- it 'avoids
in external economic relations the inequalities, asymmetrles
that are characteristic of the 1nternat1$nal lelSlon of labour
realized with the capitalist countries, and forces ‘the capital-
_ist countries to improve thé condltlons of their relatlons

with the African countries.
|

2. Mutual significance of economic relations - in the light of
commodity turnover , |

In evaluating, analyzing economic relations befween the
"soclalist and the African countries, it 1is necessary with a
view %o objectivity to point out the mutual-signifiﬁance, the
importance of relations. A usual method of this is the presen—
tation of the role played by foreign trade, by bilateral com-
modity turnover in the external economic | relations of the two.
groups of countrieé, so much the more as|today still foreign
trade is the most important form of co-operation. On the other
hand, it must be taken into consideration that the role played
in each other’s foreign trade may only pﬁrtly.reflect the sig=-




nificance of economic relations, since beyomd mutual commodity
deliveries economic relations also cover #ﬁher forms of eco-

nomic co-operation, often ones having imp%icationslof greater
significance than forelgn trade; identical foreign trade shares

may imply different significance, dependi?d on the .commodity

structure of deliveries, on the terms of exchange.

a/ Socialist exports and the African market

Examining the soclalist countries? exports, thelr ex-
ports to the developing countries, and wighin them those going
to Africa, it can be stated that while bepween 1960-1981 the
socialist countries’ total exports - in ters of value and cal-
culated at current prices - increased by id.4 times, exports
to the developing countries grew by 22.2 times, consequently
the developing countries’ weight within the| socialist coun-
tries’ total exports rose from 6.5 per cent in 1960 to 13.8
per cent in 198l. An even more dynamic grbwth than that of
soclalist exports to the developing countri@s.was marked by
the exports going to Africa /27.2 times increase in terms of
value between 1960 and 1981/, as a result|of which a consider-
able growth occurred in Africa’s share bo|h5within socialist
exports to the developing countries and within the overall ex-
ports of the socialist countries: while in 1960 29 per cent
of socialist exports to the developing countries went to Af~
rica, in 198l the corresponding share was already close %o 36
per cent, i.e. In 1981 5.0 per cent of all socialist exXpor+ts

went to Africa, as aginst 1.9 per cent in 1960.

The African countries, consequently,|represent’'a very dy-
namically developing market, but a fairly modes’t outlet, for
the commodities of the socialist countries,| which i5 to be at-
tributed partly to a later attainment of political independence
by the African countries, to stronger "tieg" with the ex-mother

countries, with the capitalist economic and financial organi-




zations, with the monopolies and multinati
an instability of economic and political &
slze and narrow internal market of the maj
countries, to transport difficulties, to a
knowledge on the part of the socialist cou
ficience of adjustment to the special clim
and partly to competition becouing keener
of African countries, to an unsatisfactory
putitiveness of the socialist countries? ¢

And what do the socialist countries? |
|
the African countries? What weight is acca

ist exports in meeting the import demands |

which are the commodity groups within soci
are of particular significance?

As is evident from the figures of the
the socialist countries - despite a dynamf
ume and value of their exports to Africa -
slight share of the import needs of the AF

countries: while in the early 70s the soci

isfied some 6-8 per cent of all African i
the 70s this share declined %o around 5.0

nal comﬁanies, to
yetems, to a small
ority of African
lack of market
n%ries, to an insuf-
atic conditions,
also on the market
level of the com-
ommodities.

)

supplies mean for
ted for by social-
o? these countries,

alist eprrts that

tables included,
c|growth of the vol-

§atisfy Just a very
rican developing
alist countries sat-

mpérts, by the end of

2r cent, that is to

say, in the last decade the African countr
procurements more dynamically from other c
frow the developed capitalist countries do
per cent of their trade relations, with a
ing played in their purchases by the other
too. Consequently, the socialist countries
for a modest weight withirn the African cou
is difficult for them to counterbalance th
developed capitalist countries.

Despite the fact that the greater par
/35-40 per cent/ is accounted for by machi

iy

iés increased their
o%ntries, primarily
inating scme 80-85
increasing role be-
-developing countries
continue to account
ries? imporﬁs, it
dominance of the
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Table 1

’ L1
The socialist countries’ exports to Africa by commodily groups

/million US g, fob/

Lo

1970 1973 1974 1975 1976 1977 1978 1979 1980
Food, Dbever- ; ' S
eges and tobacco ‘ ' '
/SIPC O+1/ : 105 105 300 280 275 | 264 431 491 ces
Crude materials ' '
/SITC 2+4/ 58 110 185 145 125 |214 193 209 eee
Mineral fuels : i :
/8ITC 3/ 69 87 220 180 175 204 146 210 cee
Chemicals ‘ '! |
/8ITC 5/ 35 47 99 110 115 165 194 209 s
lachinery, trans- '
por® eoulpment . _ _ '
/SITC 7/ - 425 560 590 670 660 884 1134 1228 .ee
Other manufac-—
tured goods ‘ :
/SITC &+8/ 195 265 475 450 435 563 - 536 722 ves
Total exports ‘ _
/SITC 0-9/ 1000 1280 1910 1960 1890 2508 2913 3234 4098

/Source: Calculation based on UN Yearbook of

Statistics 1980/

I%tepnational.Trade

1 .

Table 2
Commodity structure of the SOClallst ¢ountries’? exﬂorts to Afrlca /%)
| 1970 1975 1974 1975 1976 1977 1978 1879
_ Food, bev., tob. 10.5 8.2 15.7 14.3 14.6 14.5 14.8 15.2
Crude materials 5.8 8.5 9.6 7.3 6.6 8.5 6.6 6.5
Mineral fuels 6.9 8.7 11.5 9.1 9.2| |8.1 5.0 6.5
Chemicals 2.5 3.6 5.1 5.6 6.0, 6.5 6.6 6.5
Machinery, trans- , _ ' ' .
port equipment 42.5 43.7 30,8 34,1 34.9 gs .2 38.9 328.0
Other manufac- sz
tured £oods 19.5 720.? 24.8 22,9 23.0 |2 4 18.4 22,3
Other 11.3 8.6 2.5 . 6.7 57| 4.8 9.7 5 0
|
Total 100,0 lOO 0 100.0 100.0 100.0 lOO 0 100.0 100.0
/Séurce Calculatlon based on UN Yearbook of lnternatlonal Trade
Statlstlcs 1980/ l



-7

. i Table 3
The weight of socialist countries’ exports within Africen imports
. % —

1970 1973 1974 1975 1976 19Y7 1978 1979 1580
Food, bev., tob. 6.6 " 3.6 6.1 5.0 5.2 !5.6 5.6 - 5.8 ...
Crude materials 1l.4 12.6 11.7 9.8 8.4 10L8 9.1.. 7.7 see
Mineral fuels 5.9 9.4 7.8 5.9 5.4 5.6 3.8 3.7 e
Chemicals 3.6 3.0 3.9 3.8 4.2 |48 5.0 4.4 ...
Machinery, trans- '
port equipment 9.4 6.4 5.0 3.9 3.4 3.8 4.5 4.9 ves
Other manufac- j : .
tured goods 5.8 5.2 5.2 4.4 4.4 4.5 3.8 4,5 see
Total imports 8.4 6.3 6.0 4.8 4.4 48 5.1 5.1 4.8

" /Source: Calculation on the basis of UN Yearbook of International

‘Trade Statistics 1980/

equipment /agricultural machinery, mining and construction
equipment, tractors, aeroplanes, machine-tools etc./ and to an

extent of 20~25 per cent.by manufactured

goods, even in the

case of:‘these products the socielist cquntﬁies can meet Jjust
a very modest and declining share /4-5 per |cent/ of African im-—
port demands. It may be "anticipated also‘f?r the future that

the greater part of socialist deliveries
capital goods, machinery, complete eguip

JWill be made up of

|eﬁt of fundamental

significance for the economic development of the African de-
veloping countries, besides these becomiqg outlets for certain

foodstuffs, food industry products too.

On |the other hand it

is expected that the manufactured consumer |articles.exports
going there will decline in respect of both dynamism and share,

not least as a result of the African coun
an import substituting industrialization.

tFies’-endgavoursjat

1




b/ Socialist imports and the African sourcc of procurement

Examining the dynamism of the CMEA |countries’® imports, .

- of their imports from the developing co%n%ries, and within them
of those coming from Africa it can be sﬁa%ed that while between
1960-1981 the socialisty countries’ total %mports increased by
10.1 tiwmes, their imports from the develjoping countries grew

by 14.9 times, conseguently the developine countries! weicht
within the total imports of the socialist lcountries rose from
7.4 per cent in 1860 to 10.8 per cent ini19bl.'And since of
total CHEA exports currently a share of 3.8 per cent goes to
the developing world, a 4 billion ruble surplus turns out to
be in the trade balance to the benefit of [the socialist coun-

tries.

Sociallist jimports coming from Africa grew less dynamical-
ly betweon 1960 and 1981 than .the total imports of tho CMEA
countries and than thosc from the developing countries, conse-
quently the weight of Africa -~ which for‘tpat matter had not
been -of particular significance - continued %o decline in the
course of the 60s and 70s, and currently|the CMEA countries
cover Just 2.0 per cent of their imports from Africa, although
of their exports 5.0 per cent goes to that|continent. The so-
cialist countries’ trade balance with Africa showed in 1981 a
surplus of some 3.7 billion rubles, i.e.|the ratio of import/ex—
. port cover amounted to some 250 per cent'in the case of the
CMEA countries’ African trade. It is pro?a le anyway that in
the future there will be a considerable deéline in the extent
of the surplus, in case the socialist codntries ~ and within
them primarily the East-European socialist|countries - will in-
crease their fuel and raw material purchases from the African
countries, and the industrial division o% labour will show deep-

ening between the socialist and the African countries.




The socialist countries?’ imports from Afr

Table &4

;

/million US g, fob/

ca by commodlity groups

| |
1978 1979

1970 1973 1974 1975 1976 1977 1980
Food, bev., tob. 265" 385 520 630 650 }621 635 710 ...
Crude materials 330 350 700 760 400 '516 319 438 ...
Mineral fuels 31 200 115 230 335 . 1&5 155 632 ...
Chemicals 21 26 39 66 42 47 37 ..
Machinery, trans- ' .
port equipment 1 4 3 9 2 0 0 0 .o
Other manufac-— 135 170 255 345 235 (251 264 199 ...
tured goods -
Total imports 78% 1135 1632 2040 1754 ﬂeé& 1415 2016 3114

/Sourée: Calculation on the basis of UN Year
Trade Statistics 1977 and 1980/ .

boek of International .

Table 5

Gommodlty structure of SOClallst countries’ ‘imports froﬁ Africa
/%] | -

1970 1973 1974 1975 1976 19%7 1978 1979

Food, bev., tob. 33.8 33.9 31.9 30.9 37.1 5%.6 44.9 35,2

Crude materials  42.1 30.8 42.9 37.3 22.8 32.1 22.5 21.7

Mineral fuels 4.0 17.6 7.0 11.3% 19.1 0.9 11.0 31.3

Chemicals 2.7 243 2.4 3.2 2.4 2.8 3.3 1.8

Machinery, trans=— ' _ ' ' - |

port equipment 0.1 0.4 0.2 04 0.1 0.0 0.0t 0.0

Other manufac— ) | L

tured goods 17.2 15.0 15.6 16.9 13.4 l?. 18.7 9.9

Total imports 100.0 100.0 100.0 100.0 100. 0 100.0 100.0 100.0

|
T

/Source: Calculatlon on the bas;s of flgures in Table.4/

As these tables show, the most importanL commodity groups
of the socialist countries’ imports from Africa are made .up of

H
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tropical agricultural produces, foods, fruigs and beverages
/cocoa, coffee, tea, spices, tropical fruits/ to an extent of
about 40 per cent of imports, and of crude materials /bauxite,
phosphorus, raw phosphate, nonferrous metdl ores, wood, hide,
cotton, wool/ and mineral fuels /crude oi‘,_gas/ to an extent
~of 20-%0 per cent of imports. The African countrieg’ exports
to the socialist countries - similarly to the commodity struc-
Ture of all African exports - are characterized by an 80 per
cent crude products dominance; it is on the | other hand a fa=-
vourable tendency that & considerable increase occurred in the
goclialist countries? imports of manufactuﬁq+ goods, consumer
items from the African countries too. Amoﬂgitne manufactured
goods worthy of mention are various textile items, ieather,
shoe and clothing industry wmanufactures, and products of iron
and non-ferrous metallurgy.

- The significance of the piocurement from Africa of trop-
ical agricultural produces and of crude and |basic méte}ials is
shown by the fact that while Jjust 2.0 per bent of all socialist
imports comes from the African countries, |some 6 pa} cent of
CMEA imports of tropical agricultural produces, about 10 per
.cent of crude and basic materials, and 4 pké cent of mineral
fuels are of African origin, i.e. in respeb& of these itens
Africa represents a relatively important source of procurement

for the socialist countries. ‘

The above products are not only significant from the view-
point of the socialist countries? procurements, but'also the
CMEA countries represent for African exporps an outlet of great-
er significance than fhe‘average, in comparison to total ex-
ports to be sure. For example, while in 19?& some 5.0 per cent
of all African exports went to the socialiéé countries, the
CMEA accounted for 7.4 per cent of the expé%ts of agricultural
produces and mineral raw materials and for| 7.9 per cent'éf those

-0f foods and beverages.
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Taking into account that with regard| to certain crude ma-
terials Africa is in the group of leade$5‘as to world produc-—
tion and world reserves+, that the soci%list countries also
participate in the development of the extractive industry of
the African developing countries, and tﬁat in view of that they
want in the future to ensure part of th?ir crude material needs
from external /including African/ sourcesl it is probable that
within the socialist countries’ imports‘fﬁom Africa crude prod-
ucts, and their processed variants, will continue to play a
leading role, and it is also imaginable.tﬁatAAfrica’s welght
in respect of the imports of these prodﬁcys will even exceed
the current ~ relatively high - share. In the future the Af-
rican crude material base may be an ared of mubual economic in-—
terest forming a basis for the economic co-operation of the two

groups of countries, but for taking advantage of this, a great-

er activity, flexibility and an increase| in the cowmpetitiveness
of the socilalist counitries will be requiréd. Orn the other hand,
considering the future, the:African countrles - besides want-
ing to ensure solid markets-for their crude products - will al-
S0 search primarily for such expanding ouélets /which are read-
ily available for them in the socialist Cquntries/ where they

can sell the products of their rising industries.

+ o+ o+

* Africa is the place of occurrence for 96| % of the. world’s
dlamond reserves, 90 % of the chromium|reserve, 50 % of the
cobalt reserve, 50 % of the phosphate reserve, 55 % of the
nanganese reserve, 40 % of the bauxite reserve, 30 % of the
thorium and uranium reserves, and 20 %'of the copper reserve,
and this continent accounts for 72 % of the world’s cobalt
production, 67 % of the gold productioﬁ,lBG % of the manga-
nese production, 35 % of the chromium production, 28 % of
the phosphate production, 22 % of the copper production, 10 %
of the iron production, and 7 % of the lbauxite production.
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A definitely one~sided picture would bg giveh_of the eco=-
nownic relations of the socialist and the Affican countries,
if econonic co-operation were evaluated JusF on the basis of
foreign trade. figures, and no account were taken of the dis-
tinctive marks existing between co—operat%o with the social-
ist countries and economic relations realled with other groups
of countries, and of the fact that economic co-—oOperation cov-
ers much wider areas than foreign trade and that in the co-
operation of the two groups of countries s Ich lmportant forms
of cb—operation also appear as arc at least of the same sig-
nificance as mutual commoditby deliveriesJ ’
|

3. Extra~foreign trade forms of economiclco-operation

I

The economic co-operation belng reaiized by the socialist
countries with the developing - lncludlno the African - coun-
tries differs mainly in the basic prlnc;pﬂes of the establlsh—
ment of economic relations, in the 1nd1rect and direct impacts
of co-operation and, %o a certain extent,‘ln the forms of co-
operation from the relations established &1th the capiftalist
countries and playing a dominant role 1% Fhe majority of cases.
It is often these gualitative distinctive, marks that permit
& strengthening of the impact of co-operatvion slight in quan-

. . . :
tilitative terms, a quantitative expansion bf relations.

The basic principles determining cFJoperationfbetween the
two groups of countries - observance of'%overeignty, equality,
mutual advantages, freeness from exploitdtion and dependence,

|

full equality of rights, nonminterventqon'in each other!'s in-

ternal affairs - are in evidence in all Forms of co-operation

being realized with the developing count%ies.
' .

|
a/ Long-tern agreements .

Among the forms of co=operation mOs& fundamental is for-
eign trade, commodity turnover already! presented and analyzed

’|
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in detail, which - despite its slight voll
of particular significance for the parine

url

i

ie and weight - is
rs participating in

turnover, because it is generally handled within the framework
of long-term, but at least yearly, trade agreements and related

agreements on payments and economic ¢co- operatlon, and intro-

duces thus certain stability, systematic c%aracter,'safety and
continuance in the system of relations. Anq this — with a view

to both market assurance and an assurance| o

f the sources of |

procurement -~ is the interegt of both par%i
may be a form counterbalancing political
ing to expression mutual economic interest.
cialist countries have long-term agreemen%s
with 34 African countries. !

es, and often it

hncertalnty and bring-

Currently the SO
and arrgngements

In the co-operation on raw materials|b
tries and the African countries an ever mor
enon 1s the conclusion of long-term suppl%
for 10, 20 or 30 years, where the concrete
between the partneré may range from usual |s

through barter-type mutual commodity dellﬁe

etween The CMEA coun-

e frequent phenom-
contracts in force

| S
form of relation

cli':lling and buying

ries to co-opera-

tion covering also credit and technical co- peration be tween
the partners. In 1978 Poland concluded an a;reement with the

Moroccan firm Office Cherlflen des Phosphat
with which Poland receives from lMorocco an
tons of phosphate in exchange for sulfuric

ment. In accordance with a Polish-Tunisian

es, in accordance
annual 500 tho usand
¢cid factory equip-
phosphate contract

Poland receives between 1977 and 1985 an annual 300. thousand

tons of phosphate as an offset to complete
In 1978 Poland concluded a long-~term oil s
Libya, within the Iframework of which Libya
by a definite amount of oil for the Polish
industry services and participation in pow

factory equlpment.

upply contract with

pays, as.from 1979,
garty’s Puilding

er station construc—

tion. Likewlse oil supply contracts were colcluded @itb Libya
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by Hungary and Czechoslovakia, and the So
into a bauxite supply contract with Guine
phate supply contract with Morocco.

L
W

b/ Delivery of complex equipment and fac

1l

viiet Union entered

a and a 30~year phos~

ities

A distinctive trait, beyond the stab
character already mentioned, of the socia
modity turnover with the developing =~ and

i%ity and sytematic

lgst counbries' com=-

1 among them the Af-

complete

rican - countries is the delivery of turnkey plants,

eguipment+, and the participation in the

construction of va-

rious facilities of significance for the

s
national economy.

Though this form of co—operétion depends

to a greater extent

on the shaping of political.relations than|simple commod ity

deliveries and often it also serves demo
but considering its effect Z
on the developing countries’
direct and indirect impact of commodity d
deliveries, The setting up of facilities
significance permit in the first place th

development of complete vertical lines of

Wy et T
e

1strative purposes,
rily its|effect exercised
economy - it is superior !to the

elivgries. Complex
of national economic
e}establishment and
productlon of indi-

vidual industries, of a research and deve
riculture and of infrastructure 1n the de

loPment base, of ag-
W610p1ng countrles,

they increase the productlve capacity and the posslblllty of

accunulation, promote 1nd1rect1y a modernbzatlon of the pro-

duction pattern, a decrease in its one-si

Fédness, possmbly the

establishment of export capacities, an easing of the employ-

and if deliveries are
of know-how ané technology, and the e
of the local staff of specialists,

to lessening technological dependence

ment problem,
fer
ing
ute
the

+ In 1978 some 53 per cent of the Soviet

concern about the shortage of specialis

conplete with a trans—
hucatlon and train-
they even contrib-
and to lightening

Fs.

i i

Unlon S machlnery and

equipment exports to the developing countries was made up of

coumplete equipment.

|
|
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The greatest significance of this foqm of co~operation lies
in its complex character, that is to say in, that

~ 1% includes for a given econonic facility the designing,
the erection, the putting in service, the sﬁpply of machinery |
and equipment, occasionally the sending of ecilaligts, the
transfer of technology, technical and scien-ific assistance,
the training of local workforce, possibly the granting of cred—
it, and buyback of part of the goods produc :d 3

- 1t contributes to reducing the unilateral debendence on
- the developed capitalist countries’ machinery and equipment
supplies, technology transfer, and credit gﬂanting;'

- 1% promotes the development of the giren couptry’? na-
tional economy and means of éroduction, a feglization of its
econonic integration, an in&rease in its e%port capacities, in
many cases a reduction of its dépendence on dmports, an active
and mutually advantageous involvement in eLinternatibnal di-

vision of labour, the developmenbt of interregional felations,

- and it contributes to a long-~term deleoPment of solidg,
systematic, mutually advantageous economic r?latlons to be

realized with the soclalist countries, to creating mutual eco~

|
nomic interests. |

Until the beginning of 498l the socia#i?t countries pat- .
ticipated in the establlshment of 4.918 facilities™ in the de-
veloping countries, of which already 3.300 %re in serv1cé++ and °
in the possession of these countries, with sotal capacities of
an annual 30 million tons of;steel, 67 million tons.of oil,

50 million tons of oil products, 23 million kw of electr;c power

etc. Some 90 per cent of the facilities establishedzby the so-

+ Of waich 2752 in Asia, 1964 in Africa, andl 202 in Latin
America.

** 1647 in Asia, 1507 in Africa, and 140 in|Latin America.
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cialist countries are to be found in key br%nches of the pro-
ductive sphere; 70 per cent came into beiﬂg in the field of
industry, processing and extractive industry,'energ& produc-
tion and agriculture, while 30 per cent were realized in the
domain of infrastructure, education, health'and culture. The
CMEA countries called into being in the deléloping countries
193 wmachine factories and metal-working plhnts, 16l chemical
industry plants, 103 oil producing and proc:e'ssn.nrT plants, 1969
energy supply facilities, 229 nines, extraétlve ‘industry plants,
$6 iron and nonferrous metal smelting works, 66% food industry
plants, 239 light industry facilities, 172|building’ industry
factories, 335 transport, traffic and telecommunication net-
works, 344 agricultural farms, furthermore |64l facilities in
the field of public health and education. \

Of the facilities the CMEA countries called into being in

~ the developing countries 1964 are to be found on the continent
of Africa /with 1507 already in service/ aﬁdlfour fifths of them
are in the possession of the African countries with socialist
orientation. The distribution by branch of [the facilities erect—
ed on the African continent is similar to thé picture charac-
.teristic of the whole of the developing countrles. the greater
part /three -fourths/ of the facilities are 1 the ppoductlve
secfbor - primearily in industry, in the extrgctlve 1ndustry,

in energy production and in agriculture =, but in view of the
considerable underdevelopment of the contlnLnt’s infrastruc-
ture, of the backwardness of the transport and communication
network, the socialist countries laid rrreaterLstress in Af-
rica, than in the other developing regions, |on the establish~
ment of infrastructural facilities. The major&ty of the facile-
ities called into being with the CMEA countrl s' co-operation
‘contribute to.a strengthening of the public séctor of the Af-
rican developing countries, since once conslructed,”these fa=-

¢ilities get in the possession of the developing countries.
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Of the facilities established in Afprid
100 in Algeria, 36 in Somalia, 21 in Bthid
15 in Sudan, 14 in Mali, and 5 in HKorocco,
cilities were constructed with the help of
tries in Angola, Benin, Ghana, Congo, Li#y

ca 107 are in Egypt,
pla, 30 in Guinea,
and some other fa-
the socialist coun-
a, Mozambiq&e, Ni-

gerie, Zambla, Tanzanla and Tunisia.

The Soviet Unlon established in Afric
. . . . o |
ties of mational economic significance /16

in energy, 15 in metallur
working
cation, and 108 in public health and educa
150 are to be found in the countries of Bl
the latter are in operation in industry an
'port and telecommunication, 15 in the exbtr
in agriculture, and 45 in the field of edu
health.

2y, & in petroche

-, 57 in agriculture, 11 in tran%p

The facilities called into being in
are designed on the one hand to contributL
foundation of a domestlc natlonal industrs

dation for the heavy industry, to establish

to developing the forces of production, B¢

ment, and to raising the level of gqualifica

other hand, they contribute to an lmprovern
ing countries’ external economic balance, %
serve purposes of import substitution and

o

L sone 5C0 facili-,

in industry - 26
%istry, 26 for metal
ort and telecommuni~
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orientation. With a view to thig, the socialist countries call-

¢d into being in the field of induétry, on
dustry /metallurzical, metal working, engi

-?he hand, heavy in-

neering and building

iron
Egypt /Helwan/, in Nigeria /Ajakouta/, in
in Congo,

materials manufacturing/ facilities:

madi/, with an annual capacity of 100,0C0

!

fall, Somalia; an aluminium plant

and steel works in

Algeria /Bl-Hadjar/,.
in Egypt /Hag Ham-
tons; Romania estab-
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lished tractor factories in Zaire, Bgypt, Tanzania and Nigeria,
and Czechoslovalkila in Ghana; the Soviet Union set up in Libya
two nitrogen fertilizer factorics; in Et iopia /Assab/ Soviet
participation was ensured for the erectigﬁ'of the country’s
largest oil processing plant, which relegdes the country from
the import of oil products, as its capaciéy was already 800.000
tons in 1980; the Soviet Union built a caﬂent works in Mali,
and the GDR contributed in Mozambigue to| the reconstruction of
the cement industry; the GDR set up in Mozambique an IFA truck
assembly plant and electrotechnical enterprises; and on the
other hand, energy facilities were estab%ished+ /wéter and heat
power svtations, power station complexes %n Egypt, Somalia, Gui-
nea, Tanzanla, Ethiopla, Angola, Zambia,:Libya, Mali, Mozam-
bigque, Nigeria and Sudan/.

Besides concentrating on heavy industiry facilities, the
socialist countries also participate in the setting up of light
industry /textile, clothing and shoe/ and food industry estab-
lishments satisfying the needs of the population and possibly
increasing the country’s export potventvial /Hungary, for example,
brought into existence mills, bread factories, slaughter-houses

and meat processing plants in Algeria; slaughter-houses, meat

complexes were established by the Soviets Fn Guinea, Somalia,
Ethlopie and Sudan; dairy plants in Ethiopia, Somalia and Su-
dan; the Soviet Union set up in Guinea four fish plants and
fish canning plants, and established fish processing plants

in Somalia and Angocla; the GDR set up a'textile complex in Mo=~

zambigue/.

The co-operation realized in the field of the extractive
industry is based on the one hand on the|African countries?®

* Until the beginning of 1981 the CMBA couhtries established
502 energy facilities in Africa,
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wealth in raw materials /oil, phosphate, ﬁron ore, manganese,
nonferrous and rare mebtals, copper, tin, | lead etc./, and on
the other on a complex character of the cpfoperatlon realized
by the socialist countries, which practic?l}y covers all phases
of the extractive industry activity /send}nh of geologists,

. surveying, development of natural resources, delivery of ex~

Tractive industry eguipment, mining machines, production, con-

centration, treatment, pipeline constructioh, development of

- geologists etc./. The CMBA countries co-o eration in extractive

industry covers above all the following African éountrieS° Al-
ceria /iron ore, oil, nonferrous metals, mereuwry/, Libya /oil,
gas/, llorocco and Tunisia /phosphate/, Egy%, t /raw phosphate
and bauxite/, Ethiopia and Guinea /bauxiteV% Ghana /manganese,
iron ore, gold, bauxite/, Sudan /bauxite, COpper, nagnesite,
asbestos/, Congo /zinc, lead, gold/, Benlh /copper, tin, zinc,
molybdenum, cobalt, nickel, chromium/, Mali /cement basic ma-
terial, iron, gold/, iozambique /coal/, 1 ligekia /iron, coal,
netallurgical basic material/, Senegal /¢ ltanlum, gold/, Tan-
zanila /gold, zinc, rare metals/, the Ivory.Coost /iron ore,
manganese ore/, Angola /oil, raw phosPhate/,\Zalre /nonferrous
metals, copper, lead/, Zambia /copper/ etJ.

One of the best examples of complex col-operation in the
extractive industry is the Soviet-Moroccan phosphate agreement
signed in 1978, in accordance with which thF Sov1étUn10n, as
general contractor, develops with Soviet creﬂlt the open mine
of lMMeskala together with the related transPOEE network, in ex-
change for which Morocco is to deliver to the| Soviet Union, for
30 years, raw phosphate, phosphoric fertilizer, and phosphoric
acid. . : | ' |

The most important areas of co~operation\in the field of
e wonibure are: supply- of agricultural means of production,
com@lex facilities, turnkey plants and complé#“production Sy g=
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tems; increase in and mechanization of a%ricultural production;
establishment of state farms, agro-industrial comploxes, anri-
culvural machine stations, stock-railsing férms and systens;
improvement of veterinary hygiene, plant ‘ﬁotection; drawing
new lands into cultivation, complex utili?ation of stocks of
land and waters, soll amelioration, soil protection, irriga-
tion; processing of agricultural producesL @%ﬁgnino, establish~-
ment and equipment of pilot farms and laboratorles, education,
training of agricultural 5pe01allsts, sendlnD of avrlcultural
experts,
called into being several dozens of mechaniZzed state farms for
increasing cotton and wheat production; agr$4industrial com-
plexes were established by Romania in Lib§a4 by the Soviet
Union in Mozambique, and by Hungary in Algeria; poultry, cat-
tle and sheep raising farms were set up in!%lgeria by Romania,
Hungary and Bulgarila; the Bulgarians co-operate in' Mozambique
in increasing the production and prOCCSulno'Of rice, fruits,
tobacco, sugar, vegetables, and of products bf animal origing;
the Soviet Union undertook the drawing 1ntg cultivation of vir-
gin lands, carrying out of soil merovement supply and estab-
lishment of irrigation systems in Egypt, Al geria, lorocco, Tu-
. 3 Romania carried cut soil improvement %orks in Tunisia,

. i : . I .
Alzerla and Morocco; the Soviet Union part10+pates in the sup-

barrages

and in development of water resources in Ewyﬁt ~ AsWan dam,
Tahrir district -, in Algeria, 4ngola, Mozamblque, Madagascar,
Ethiopia, Guinea, Guinea-Bissau, Tunisia, Maji, Zambia, Nige-
ria, Somalia; the Soviet Union set up scien%ific experimental
laboratories in Guinea, Congo, established grain stores in Ethi-

opia, with an average capacity of 200.000 t?ns./

o . . | . . -
Another significant domain cof co-operation is the develop-
ment of infrastructure /construction of rai%ways, bridgses, roads,
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ailrports, telecommunication systeums/, and ﬁhe development of
public health /establishment of hosPitals,imaternity noues,
sending and training of physicians/ and OE\education.

¢/ Dechnical and scientific co-operation |

From the viewpoint of the developing|cbuntries’ econbmy
and economic development, a very 1mportant role is played by
technical and scientific co-operation, semdlnw of specialists,
training of specialists, and technology Lﬁapsfer being realized
by the socialist countries. This form of qoLoperation is im=~
portant in the first place because of the |impact it exercises
on the developing countries, since it promo%es in thesgse coun-
tries an alleviation of the shortage of speclallsus, a reduc-
tion of technological and technical dependLﬂce, it helps to
counterbalance the ideological and politicell influence of the
developed capitalist countries and to Weakéd the demonstration
effect, and it contributes to an expansion|of the scientific
and technical potentizl of these countries+

The soclalist countries® scientific and, technical assist-
ance is realized on the one hand within the framework of, or
related to, other forms of co-operation /e.ig.l. supply of con-
plete equipment, turnkey plants, usually complete with tech-
nology, iicence, know-how transfer and training of speclalists/,
or is conducted independently of other forms éf co~operation,
under autoncmous technical and scientific co+operation contracts,
agreements. The soclalist countries concluded technical and
sclentific agreements with some three dozen%\of African coun-
tries. N

The most important areas of technical énd gcientific co-
operation being realized with the African c@untries are as fol-
lows: ’ ' \

1. Transfer of licences, know-how, tecﬁnLlogy, experience
in production, management and work organizaﬁi n; co-operation
in the elaboration of the appropriate technoleogy; conduct of



ce-

joint researches; Jjoint solution of scien?ific, technical prob-
lems; exchange of information; carrying o¢t of consulbting-cn~
gincering activity in the deve;oping coun?r%es; technology
transfer in the form of designing and techrical services; elab-
oration of economic and socilal developmen ﬁlans. /For example,
the socialist countries handed over oil, gaé and mineral devel~
opment technologies to Nigeria, Congo and Algeria; the Soviet
Union provided tecwicel ald in the field of agriculture to some
25 African countries, including Somalia, Ghinea, Algeria, Egypt,
Mall, Tunisia; Bulgaria concluded a contra&t with Egypt on
joint solution of scientific and technical\tasks'in the field
of agriculture and food industry; the Alge?ia—based Hungarian

TESCO-KOZTI office sees to designing servi?el./

|

2. Assignment of specialists and instﬁu?tors with the pur-
pose of techrnical assistance for the constﬂuGtion and putting
in service of various facilities of nationdlleconomic Signifi-
cance, or as consultants or instructors in [local facilities,
educational institutions. In the late 70s some 90.000 special-
ists worked in the developing countries from 'the Soviet Union,
the East-European socialist countries and Cuﬂa[ About half of
the experts on assignuent are active in Africh.t Half of the
. socialist country specialists working in Afrika were sent from
the Soviet Union, and the other half from tﬂe\other socialist
countries. | \ '

The socialist countries’ specialists work in most differ-
ent fields of economic life: the Soviet experts /geologists,
engineers, physicians, agronomists/ are activ? mainly in Alge-
ria, Libya, Nigerie, Ghana, Guinea, Mali and Ethiopia in the
field of the extractive industry /geological\exploration, map-
ping, test drilling etc./ and in the develophent of the heavy

T11.750 e.g. in Algeria |
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industry, of agriculture and of the fdoi industry; Bulgarian

stock-breeders, agronomists, engineers,}t chnicians, econom-
ists work in Tunisia, Mali, Sudan, Algeziélx, Nigéria, Tanzania,
Kenya, Ethiopia; Rumanians carry oub geJlogical development
work in Mauritania, Guinea, WNigeria, Kenya; the most import-
ant domains of Hungarian specialists - whq, among the African
countries, mainly display activitiesg in iibya, Algeria; Nige~
ria, Tanzania, Ghana, Zambila, Ethiopila, Mali, Sudan and Guinea
- are: economic management and planning, i@dustrial develop-
ment, agricultural production, soil amelﬁoration, managenent
of water resources, stock-raising, veterirary hygiene, mapping,
geological exploration and prospecting, to#n planning, town de-
velopuent, public health, education. }

|

5. The training of gpecigiists provided for by the social-~
ist countries include on the one hand the education of Africans
at the socialist countries universities %né colleges, .the sec-
ondary-level training of technicians and postgraduate develop-—

ment, furthermore the development and trailning of local staff
in the course of the construction and putting in service of va-
rious facilities. On the other hand it co&ers the establish-
ment of educational institutions and places of research in the
developing countries,

Phe socialist countries? universitie? End colleges prow-
vided education in the early 70s for 24 thousand students, in
1978 for 30 thousand, and curreatly /1981/ %or some 51 {thous-—
and. Some 50 per cent of the students of iO? developing coun-
tries pursuing studies in the socialist céuntries are from Af-
rica, and about one third from the countries of Black Africa.
Worthy of mention is the Scholarship Fund 0# the CMEA, with the
assistance of which some 3.500 students fnom 50 developing
countries pursue studies in the socialist countries. As to the .

African students enrolled in Hungarian universities and col-




leges, 3 per cent of them continued stqdies in the philosoph-
ical and law faculty, 5 per cenbt in the faculty of natural
scicncees, another 5 per cent in that of\cconomics, 21 per cent
in the ‘technicael university, 50 per cenmlln the university of
medical sciences, 14 per cent in the faculty of agricultural
and veterinary sciences, and 2 per cent'ih other colleges.

In the African developing countries the soclalist countrles
established 56 higher and secondary edudatlonal 1nst1tut10ns,
and 158 centres for special bechnlcal—pﬂof6851onal education,
where some 350.000 specialists are trained, and they partici~'
pate in the development of a research basé, in the setting up
of scientific-experimental laboratories. AIn 1973 five tech-
nical schools were set up in Algeria with %oviet assistance,
which provide among others for the train%n% of agricultural
speclalists; the Soviet Union brought intolexistence an educa-
tion centre in Egypt’s Yanaklis, where between 1970 and 1974
1.400 agricultural specialists were tralneé The GDR called
into being in Egypt’s Maryut district anle%ucatlon centre call-
ed "Bagdad", which trains agricultural mebhanics and machine
_Ooperators, and puts out agricultural engihq fivters, special
- engineers, technicians. Bulgaria called iﬁﬁo being a research
centre for waters management. The educational facilities estab-
lisked by the socialist countries are to bel found mainly in
Egypt, Algeria, Tunisia, Bthiopia, Mali a?leuinea./

d/ Co-operation in production —'joint ventufes

|
More stable and lasting co~operation, than the forms pre—
sented above, 1s assured by the forme of 0P40peration that
cover production, the fundamental determinFﬂg process of re-
production, and are based on common economi? interest existing
in production. This is the area where econémic interests are
ranifest most directly, where the soclalist countries can show

best and most conspicuously the advantageslo? economic relations




- 25 = |

with them /equality, freeness from exploitation, direct and
mainly indirect impact on the development, of the developing
countries/, the marks showing the distincLibn as 10 a similar

/i.e. production/ co-operation with the aaﬁbnced capitalist
countries. : |

In the case of production co-operation between the social-
ist and the developing countries the notivation of the social-
ist countries is nov making profits, skimling the domestic ab-
solute and relative capital surplus, making|extra profits, and
invensifying thereby the dependence of theldeveloPing countries,
but creating an alternative for domestic iPﬂestments /for ones
designed to be realized in the socialist c?untries/, finding

|
markets for sales, assurance of the procureuent of certain prod-

ucts, furthermore establishment of an inhustrial base, a
producing capacity in the developing count.iés, develop-
ment of agriculture and of infrastructure, iﬁcreasingjtheir _
exports and changing their commodity patterns with a view to
diversification, prowmotion of an efficient and equitable in-
volvement in the intermational division of ldbour, ilmprovement
of thelr situation in world econony, promotidn of the internal

N . . . |
economic integration, satisfaction of the needs of local popu~

lation. ' \\

Production co-operation may be realizeé in various forms.
Traditional forms are the sectoral or infra sectoral co-opera-
tlon cases - mostly industrial ones - between| autonomous pro-
ducing units, production specialization, mutual use and devel-
opument of licences and technologies, joint Jentures in the
field of marketing, services and research, j01nt ventures most-
ly relying on the developing countries’ raw material and la-
bour bases, the so-called "tripartite co—opebation", which in-
cludes enterprises from the socialist, develbping and advanced
capitalist world, and recentlj horizontal and/or vertical com-
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plex co-operation combining various fofmg of economic colle-
boration. : ll

Up to now the sociglist countriealh?ﬁe availed themselves
in just a very slight measure of the alove-enumerated possi-
bilities and. forms of production co—Op%rétion in respect of
both the whole of the developing countr@és and Africa. The

“Joint ventures so far celled into beingl in & number of about
100 primarily serve the sales of the soéielist countries’ com-
modities /Bulgarien joint venturcs in ngéria, Guinea, Tuni-
sia, Suden, Morocco, Ethiopia; Soviet joiﬁt ventures for ma-
chine sales in Nigeria, Ethiopia, Hungaflan joint venture in
Nigerla for the marketing of pharmaceutmcal preparations/, or
carry out technical end scientific actlvHﬁy /e.g., the Hunga-
rien Nigerian Mapping Co. Ltd. Lagos dispﬂays geodesic, map-
ping, cartographic, eerial photogrephic and technical design-
ing activity in Nigeria; the TESCOﬁKOZTIlConsulting Engineer-

ing Ltd., Calabar, handles civil englneeﬁlng and overground
‘construction tasks/. : |
The overwhelming mejority of producéién-type joint ven-
tures -~ in which jcint capital interestslaqe held by the de-
veloping country end CMEA country partner%l- were established
by the CMEA countries in the Africen counFrﬁes’ extractive in-
dustry. In the raw materisl ventures calledlinto .being in the
African couniries the CMEA generally holds 10 to 49 per cent
of the shares. The greater part of soc1qlist shares is made
up of machinery and equipment supplies, vqr%oua technical and
scientific services, whereas the smaller pert is represented
by convertible currency contributions. Rombqia is the most act-
ive in the foundation of extractive 1ndustrM Jjoint ventures:
in 1977 it established a joint venture w1t£ Burundi celled
Somiburom for the geological exploration a¢dlexp101tat;on_qﬁ‘

non-ferrous metals; the joint venture establ?shed in Kenys con-
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cerns 1tself with the development of tﬂelhfrican country’s
lead, zinc and silver production; the ﬁokambo Romanian-Zambian
venture carries on copper exploitation 'in Zambia; recently a
Romanian-Algeriean joint venture called Alicsme was established
for the exploration of new oil fields.

The Soviet Union par-
ticipates in bauxite produciion in uulnea /Kindie mine/ and
tekes over 90 per cent of the output of\éhe mine having an an-
nual capacity of 2.5 million tons. | 1 ’

It is probable thet in the futurc khbre'will be on increose
in the number of' joint ventures called into being by the so-
cialist countries, mainly in the Africen ¢ountries’ extiractive
industry, and pessibly in their light andlfood industries. The
activity of these is expected to cover the exploitation, the
proceseing of raw materials in Africa aﬂd\the exports of pro-
cessed raw materials end finished productq to the socialist
countries. By their help the African devEleing countries will
come by capital goods, modern technologlgs, and reliable sales
outlets, while the socialist couniries may safely rely on con-
tinuous deliveries ot the products of such\ventures.

| |
e/ Financial end credit relations \'H
I

" It is perhaps not accidental that amoﬂg the forms of co-
operation the last 10 be mentioned are finsncial co-operation,
credit granting and rendering of assiétaﬂcé. The intention is
to emphasize thereby that in the economic'ﬂelations the social-
jst countries realize with the developing countries, end emong
them with the Africen countries, they donLt want to put on the
first place credit granting and the rendering of assistance.
They don’t want to promote the "assistance"| of the developing
countries by & transference of financisl means, but through
the forms of co-operation analyzed above in|detail, through
enforcing to the full the basiclprinciples presented. Naturally
the socialist countries also engage in credit granting ‘end ren-




A e i pig e b ittt Mol = 4 Do, - - e R e, . S — =

- 28 -

dering aqqlstance, considering it as a meens that furthers,
accelerates and strengtnens the devel&pment of co~-operation
between the two groups of countries. \ |

- In the interest of achieving this édal, the sbcialiat
countries conclude finsencial agreementslwith the African de-
veloping countries. Instead of the pre%ﬂous clearing account,
a changeover is being made more and mo|e\to accounting in con-
vertible currencies featuring greater dvnamiqm and flexibility.
A definite tendency is becoming ev1dent towards nmaking accounts
multilateral and weking use of the tramsferable ruble for the
finencing of plents established in the\déVEJOping countries
and for amortizing debtis, fqr settling\t?em on a multilateral
basis. A new possibility is offered by the 1 billion ruble
Special Fund of the Internationsl Investbents Bank of the CMEA,
which may be used for the establishment dr reconstruction of
/énergy, metellurgical, chemical, texti é industry etc./ plants
in the deveJOping countries. i\ !

Within the fremework of financial ?greements the social-
ist countries grant credits - state or government credits snd
commercial firm credits - to the develo?lng countries, among
them to the Africen developing countries.

The credits have

very favourable terms: the socialist countrles usually grant
their government credits for 8 to 12 years, with a 2-3 per cent
interest, the amortization of which either occurs in convert-
ible currency or by deliveries of the deheloping country’s ira-
ditional export products, or - and this [is what occurs most
often - by deliveries of producte /oil, gas, steel plate, tin
end copper concentrate, aluminium, bauxike; carbvamide; coffee,
cotton, caoutchouc, tropical fruits, cocoaL clothing items,
shoes etc./ of the facilities finenced by fthe credit. Since

the greater part of governmeni credits afe\loans serving the
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construction of definite facilities+, the [distribution of cred-
its by use and sector fully coincides with the sectoral struc-
ture of the establishments constructed by!the gocialist coun-
tries: in 1979 three fourths of the credits granted by the So- |
viet Union and the socialist countries wént to the producing
sphere, and within it to industry, whereas in the same year
just 19 per cent of the official deveIOpdent aids /ODA/ of the
- adveanced capltallst countries went to thd deve10p1ng countrles’
producing sector, with a 6.1 per cent qhgrq going to 1ndustry.
In the case of the Soviet Union an even morle favourable pic-
ture is shown by the distribution of credits: 71.5 per cent
went to industry, energy, 9.7 per cent to agriculture, 1.6 per
cent to trensport and communication, 9.0 per cent to the ex-
trective industry, 7.0 per cent to educatloﬁ and public health,

|
and 0.7 per cent to the development of hoq91ng.

While between 1965 and 1972 half of éhé credits granted
by the socialist countries were received bylﬁhe African coun-
tries, by the mid-70s the share of the Afrhéan continent fell
below 30 per cent, which is to be attributed to a diversifi-
cation of the socialist countries’ credit grantlng. On the part
of the socialist countries the most 1mportanF donor is the So-
viet Union, which accounts for 50-60 per cent of all credits.
This is of particular significance for tnelAfrican developing
countries for the reason that the overwhelming majority, some
80 per cent, of Soviet credit grantings is made up of govern-
ment credlts, which are granted on more favourable terms then
commercial credits. /While state credits ere %ranted with a
ll
Recently the Soviet Union granted to Algeria a 715 million
doller credit for increesing steel end aluminium production,

and it gave a 2 million dollar credit to Morocco for phos-
phate exploitation and supplies.
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| Table 6
The sociaslist countries’ areanting of creditsl to the developing colmn—
tries /millicn US &/ Il

| '
1954-1972 1973 1?7H 1975 1976
o

Bulgaria 334 4% 11# 17 8

Czechoslovakia 1341 303 108 168 1064

GDR 857 cen |46 . 277 105.

Hungery ' 542 148 mo 151 20

Poland 719 247 IOﬂ L 52

Romania 910 36 752 465 261

Soviet Union 8147 1230 1250] 1642 1208
|

CMEA countries, totel 12850 2007 25@0& 2774 2718 |
i '

Credits gronted to ' |\

Africa 6193 746 7@1[ 639 - 720

Share of Africa /%/ 48.2 37.2 M 23,0 26.5

Source: Afrika v 70- 80~ye gody, steanovlenie nat31onaln0y ekonomiki
i strategiye razvitiya, "Nauka" Publisher, Moscow, 1980,

| . .
2.5~ 3 0 per cent interest rate, for 10- IBIyLars, with a grace
period of 1-3 years, in the case of commefclal credits the rate
of interest is higher /3.0-%.5 per cent/ énd the period of re-
payment is shorter /5 yeers//. ‘ ll

The socialist credite were divided by And large on a fifty-
fifty basis between the North African and |[the Black African
countries, showing of course very great fluctuations by the
yeer and in certain pericds. In general it| can be stated that

- while in the 603 and in the early 70s soc1a&15t credits went
mainly tc the North Africen countries /to Eg&pt in; the first
place/, from the mid-70s the countries of élack Africa have
gained much in significance. Within the Bléck African region
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the most important recipients are: Sudan, Ghana, Guinea, Ethio-
pia, Mali and Zembia, and trom the latﬁ TOs Angola and Mozem-
blque. |

4. Geographical distribution of relatighs and pertner selection

Economic co-operation between the}two groups of countries,
“the socialist and the developing - emong |them the African -
" countiries, may be stable, long-term and\advantageous for both
parties if the partners’ economic and pomltlco -strategical in-
terests coincide also in the longer runj

In case partner selec-
tion is mede in subordination to the interest of one party on-
ly, then the appearance or becoming prevalent ot the other’s

interest leads to a loosening, a disorgmization of relations.
From this viewpoint, however, politicallshd economic interests
are not equivalent. In case partner seléction is based just on
political motivation, with the change of b011t1c~1 relatlons

the economic ones having been launched regress fully, stagnate,

or decline to a minimum level /see e.g. the evolution of eco-
nomic relations with Somalia in 1978/, dr 1t political change
is in favour of the socialist countries, hey may begin to de-
velop 211 of a sudden /see e.g. the larée—scale deliveries to
Angola and Ethiopia/. On the other hand ‘elations baqed on
mutual economic interests - even if thelpolltlcal 31tuatlon is
ungtable - remain on an unchanging levelk or may even develop

/see e.g. the shaping of relations with 1gerla or Sudan/.

Examining the structure by country Pf the socialist coun- .

tries’ exports to and imports from the quican developing coun-
-tries it can be steted that the greater %art of relatlons are
maintained, even now, with the North Afrlcan regiorn, which can
be atiributed to the geographical pTOleltV of the North Afri-
can reglon, to the traditional character|of relations with these
countrzes, to the greater absorptive capscity and flexibility

of the market end to a relative development of infrastructure
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|\ Table 7

Geographical dlqtrlbution of the soc1aliqt countrieq’ exports
~ to Africes  /%/ l.

i
1970 1975 ﬁ977 1978 1979

AMgeria 9.8 14.4 llé.z 15.1 ...
Egypt 60.0  35.4 |24.7 19.9 19.0
Libya 5.8  23.1 |2?.2 26.0 28.2
Morocco 5.8 T4 5.6 5.8 4.1
Tunisia 1.4 1.9 | %.6 1.7 2.4
L
The 5 North Atricen || .
couniries . 82.8 82.2 72.3. 68.5 53.7
\ : .
Casmeroon ' 0.3 0.3 . 10L4 G.5 0.5
Ethiopia : 0.7 0.6 |1}8 3.9 | 2.9
Ghana A 1.7 1.1 |%3 0.8 | ...
Guinea N 1.2 2.0 |1T5 1.2 1.4
Ivory Coast 0.1 1.4 018 0.8 0.6
Nigeria 5.7 6.9 lBi4 9.0 5.4
Somalia 0.3 1.6 bﬁs 0.0 0.0
© Suden 6.2 2.0 ?.4 S 1.6 1.0
Tanzania 0.2 0.4 0.5 0.8 C.8

Totel of countries

l .
above | 97.2  98.5 88.9 87.1 66.3%"

100.0 100.0

Total for Africa 100.0 100.0 10#
|

Source: Own calculations based on figures on pages XXX, XXXI,
LVITI, XXIX of Monthly Bulletin of Statistics, July
1981 Vol XXXV, No. 7 l |

Without Algeria | |l
* Without Algeris and Ghena L
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ITable 8

Geographical distribution of the socialis% countries’ imporis
= LMPOL LS
from Africa /%/

1970 1975 1977 1978 1979

Algeria 10.2 15.0 642 9.0 7.9
Eoypt 57.8  45.0 3?.& 22.6 19.2
Libya | 0.1 4.8 1?.5 21,3 31.7
Moroceo 6.4 11.5 ?.§ 9.1 8.9
Tunisia 1.6 2.1 L7 1.4 0.6

. | l

.

The 5 North Africen |
countries 76.1 78.4 67.? 6%3.4 68.3

. Il
Cameroon . 1.1 2.7 2L1 1.3 % 0.7
Ethiopia . 3 0.1 0.3 ol3 0.6 1.1
Ghana 6.9 4.9 8'.6'| 6.0 8.3
Guinea ' 1.1 1.4 3L3| 2.6 1.4
" Ivory Coast 0.5 1.5 218| 6.4 4.7
Nigeria ' 3.5 5.5 1.!4l 4.6 0.6
Somalia - - 0.0 0.3 0lo, 0.0 0.0
Suden ’ 8.2 1.4 2.3] 2.% 2.7
Tanzania O.4 0.5 onl 0.2, 0.3

| | e

Total -of countries | \
above 97.9 96.9 88.4 l_89.4 88.1

I

Total for Africa 100.0 1CC.0O 100.@ 1 160.0 100.0

Source: The same as for Table 7 lkl



and of the market orgenization. Cn the o%her hend, while pre-
viously the mosit importent partner i ths region was Egypt,
which accounted for 60 per cent of all Afrlcan turnover of the
socialist countries in the 60s end in thé- early 708, by the
late 708 and early 80s Libya and Algerlalhave become the most
llmpOrtant partners. k |

: |

I
While in the 60s economic relations meintained with the

African countries were concentrated - mgiply because of pollt-
ical considerations -~ on Just a few couﬁt?ies /Egypt, Guinea,
Ghansa, Sudan/, in the 70s - with politiéap motivation remain-
ing prevalent - greater stress was laidlop a development and
diversification of relations based on mutbial economic inter-
ests, primerily towards such countries &hgre agricultural pro-
duces and mineral raw materisls could bé relied on as setoff
/Libya, Algeria, Morocco, Nigeria, Sudad/{ From the mid-70s -
simulteneously with the increase of Africa’s international
political weight ~ we cen witness sgain Eq establishment of
relations on grounds of political motivation /with Angola, Moz-
ambique, Ethiopia, and partly.with Libyay,{but a further de-
veIOpment of reletions will probably depend on the mutuallty
of economic interests]too. ' \[

In the future the most important paﬁt&ers of the social-
ist countries will be or remain, on the dne hand, the potential
raw material end fuel exporters snd the dountries having con-
siderable solvent markets /Algeria, Libyd, Nigeria, Sudan, Gui-
nea, Morocco, Tunisia, Zambia, Angola/, oh jthe other hand, we
will further develop, on the basis of politicel viewpoints,
the're;ations with the socialist-orientedlKfrican countries
/Angola, Mozambique, Ethiopia,

On the part of the socialist countrleslthe most important
gupplier to Africa is the Soviet Union, which in 1979 eccounted
for one third of the CMEA countries’ expoqtg to Africa, after

|
A
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which Romania, Bulgaria and Poland,.an? then Czechoslovakia
and Hungary follow suit. |

| Table 9
|

Distribution of the socislist countriesﬂ exports to Africa
smong_the socislist countries /%/

1976 1975 1

|
|
?77 1978 1979
Bulgaria ; 4.9 10.5 1%.5 13.8  13.4
Czechoslovakia 11.5  11.4 8.2 9.8 9.0
GDR 6.1 6.4 8.9 10.3 10.6
Hungary 4.9 4.7 %6 6.9 6.8
Poland : : 8.4 12,3  12.9 11.5 9.9
Romania 5.8  14.3 14,8 15.0 17.2
Soviet Union 58.6 40.4 35L1 32,7 33.1
~
© Total | 100.0  100.0 100#0 100.0 100.0
Source: The same as for Table 7 ]
| Table 10

Diatribution ¢f the socialist countries? Hmports from Africa
smong the socialist countries /%/ l

I
1970 1975 1977 1978 1979

|
Bulgaria 3.5 4.1 4.6 3.1 4.0
Czechosloveakia 7.9 8.0 9.0 4.3 2.2
GDR - 6.5 6.0 11.4 9.5 6.0
Hungary 4.6 5.6 6.4| 7.5 4.0
Toland 6.4 1l1.1 7.0 54 7.4
Komania 3.6  10.6 9.5/ 21.2  24.7
Soviet Union 67.5 54.6 52.1& 49.2  51.7
Total 100.0  100.0 100.01 100.0 100.0

Source: The same as for Table 7



Among the CMEA countries the most

significant importer
is also the Soviet Union /with half

Of B11 GMEA imports of



- 37 - |

l
Literature h
|

: Ny . .
Barenkiewicz, B.: Africa’s role in the international division
of labour and the question of co-opeération between the so-
clalist countries and the African co%ntries, in.: Economic

Relations of Africa with the Soclalist Countries, Vol. 3
Budapest,

1978, Institute for World Eéonomy of the Hunga-

rian Academy of Scilences, Studies on|Deve10p1ng Countries,
: I
Afrika v 70-80-ye gody: stanovlienie natsionalnoy ekonomiki i
strategiya razvitiya,

p. 325

"Nauka" Publish%r, Moscow, 1980,
l
Andreasyan, R.N.: Sotsialisticheskoe sudru%hestvo i razvivayush-
chiesya strany: ekonomicheskoe sotrudnichestvo = Narody
Azii i Afriki, 1981, No. 2, pp. 3-13 \
Bartkowski, T.: The conditions of ez;ective economic relations

of the socialist countries with the Afrlcan states, in.:
Economic Relations of Africa ..

op. 01t., Pp. 41-49

|
A KGST és a fejlédd orszagok /The CMEA and the de~
veloping countries/ =

Berezin, V.:

KGST— egyuttnukodes, 1979, No. 1,
| .
|
Blahé Andras: A szocialista és a fejléds orézégok kézottl tech-
nologiai transzfer kapcsolatok néhany %érdése /Some issues

of "technological transfer relations between the socialist

and the developing countries/, Manuscrlbt Budapest, 1979,.
p. 44 ‘

l
Bogatiy, N.: & KGST-tagdllamok gazdasagi eg yuttmukodese a fej-

1646 orszégokkal /Economic co~operatlonlo¢ CMEA countries

with the developing countries/ = 4 XGST- taﬂallamoA gazda-—
sagl egylivtmikddése, 1982, No. 1-2, pp.|55 58

Cass, A.: Moscow aids woos the Third World = Financial Times,
March &4, 1980, p. 23
|




Chekhutov, A.: Razvitie finansovo-ekonomidheskogo sotrudni-
chestva sotsialisticheskikh i osvobodivshikhsya stran =
MEIMO, 1981, No. 4, pp. 50-63

Chinesc and Soviet Ald to Alrica /ed. by W. Weinstein/, New
York, 1975. Praeger Publ., p. 200

A Communist Call to Africa = The African Communist, No. 75,
1978. 4.

Dobozi Istvén: A KGST-orszigok nyersanyag-egyﬁttmﬁkédése a fej-
1646 orszigoldtal /Co-operation on raw materials of CIEA
countries with the developing countries/ = Kilr.:~dagi~,
1982, No. 1, pp. 23-35 “

Economic Relations between the European CMEA Countries and the.
Developing Countries and their Role in the Development.
Institute for World Economy, Hungaria£ Academy of Sciences,
Research Project directed by Professo% Jézsef Bognar, Buda-

pest, 1980, p. 355
|

Ganev, I.: A XKGST és a fejlédé orszégok egylittmilkddésének jellege
¢s alapelvel /Character and basic pri#ciples of co-opera-
tion of the CMEA and of the developing countries/ = KGST
Egylttmikodés, 1978, No. 9, pp. 1-3

-Gromyko, A.4. - Lopatov, V.V.: Sotrudnichestvo stran-chlenov
SEV. s nezavisimoy Afrikoy = Narodi Azii i Afriki, 1978,
NO- 3, pp. 3""16

Guikkas jen, L.G.: The economic co-operation of the Soviet Union
with the developing countries of Africa, in.: Economic
Relations ... op.cit., Vol. 2, pp. 19=29,

Ilyin, Y.: Nauchnoe sotrudnichestve SSSR s |afrikanskimi stra-
nanil = Aziya i Afriks segodnya, 1977, No. 5, pp. 18-20

Kapranov, Y.: Sotrudnichestvo SSSR s razvivayushchinisya stra-
nami = Azlya i Afrika segodnya, 1981, No. 9, pp: 2-6

Kiss Judit: A szoclalista orszdgok gazdasdpgi kapcsolatai Fekete-
Afrikéval /Bconomic relations of the socialist countries
with Black Africa/, /HManuscript/, Budapest, 1979, p. 53




-39 -~ |

Kiss, Judit: Vhat kind of future for Africa /Lessons from an
econouetric world trade wodel for Africa/ = Studies on
Developing Countries, Budapest, 19&2, /forthcoming/

Koshelev, P.Y.: Ekonomicheskoe sotrudnichestvo 5SSR s afrikan~
skaml gosudarstvamni = Narodi Azii ilAfriki, 1982., No. 2
pp. 3-12 . - |

Lopatov, V.V.: SEV i razvivayushchiesya étraniﬁ sotrudniches-
tvo v oblasti selskogo khozyaystva = Narodi Azii i Afriki,
1981, Mo. 3, pp. &7-93 |

Lopatov, V.V.: Some results and tendencies in the development
of econouic relations of the Zuropean CHMEA countries with
the African countries, in.: Ecornomic Relations of Africa
vesy Op.cit., Vol. 2, pp. 57-62 |

Marx, P.: A KGST-tagadllamok egyﬁttmﬁkédés? a Mozambiki WNépi
Koztérsasdggal /Co-operation of the GKEA member countries
with the People’s Republic of Mozambique/ = 4 KGST-tamédl-
lamok gazdasizi egyittmikdds se, 1962ﬂ No. 1-2, pp. 59-61

Olshaniy, A.: A KGST~tagéllamok egylttuikidése a fejlédd orszéa-
gokkal = 4 KGST-tagdllamok egyittmikddése, 1982, No. 1-2,
Pp. 77-79 /Co—operation of the CMEA]Fountries with the
developing countries/

Orosz Arpad: Gazdaségi kapcsolabtaink a fejiédé orszagokkal
/Our ecomomic relations with the developing countries/,
Budapest, Xossuth Publisher, 1978, p.|l1l07

Panchenko, V.I.: Vneshnéekonomicheskie svyézy S58R, "Nauka
Moscow, 1979, p. 63 a

Plan of Action for the Implementation of the Monrovia Stratezy
for the Economic Development of Afric&, UN, Addis Ababa,
1980, p. 200 ' |

Rubinstein, G.I.: The situation of the African countries in
international economic relations and the Soviet-~African
countries® economic cooperation, in.: Economic Relations
with the Socialist Countries ..., 0p.c?t3 Vol. 2, pp. 85-91



- 40 - | |
I
Shitov, V.: Sotrudnichestvo stran SEV é afrikanskini gosudar-

|
stvanl = Aziva 1 Afrika sezodnya, H9?8, No. 11, pp. 7-9

Suranyi Sandor: Az afrikai orszagok kﬁlgbzdaséga a 40~as évek
kilszObén /External economy of the.AFrican countries on
the eve of the 80s/ = Kllgazdasas, %981, No. 4, pp. 55-62

Survey of Lconomic and Social Conditions|in Africa, 1979~1980,
United Nations, Addis Ababa, 1981, p. 140

Smirnov, G.V.: The conditions of expanding the CMEA countries’
‘economic and trade co~operation witl the independent states
within the next 10-15 years, in.: Eclonomic Relations with
Africa ..., op.cit, Vol. 2, pp. 95-1?2

Smirnov, G.: Torgovo-ekonomicheskoe sotrudnichestvo stran SEV
y (%] h

s razvivayushchimisya stranami Afriki, Moscow, 1976,
Manuscript | ’

Soviet economic and political relations with the developing

world /Ed. by R.E. Xanet, D. Bahry/, |[New York, 1975,
Pracger Publ., p. 242 | '

The Soviet Empire: Expansion and Détente /@d. by W.E. Griffith/,
Toronto, 1976, Lexington Boocks, p. 41V

Tanulnényok az Gj vildggazdasagi rendrél /gtudies on the new

world economic order/ /Ed. by Bognéar Qézsef/, Akadémiail
Kiadé, Budapest, 1981, p. 287 |

] |

UN Yearbook of International Trade Statist%cs, 1677, 1979 and
1980 |

UNCTAD Handbook of International Trade and beveloPment Statis-
tics, 1977 and 1980 | |

USSR and countries of Africa, Progress Publishers, Moscow,

1980, p. 319 |

Voloshina, T.: Ekonomicheskoe sotrudnichest¢o SS5R s razviva-
yushchimlsya stranamil na sovyeumennon eﬁape = Ekonomika
Sovyetskoy Ukrainy, 19¢l, No. 4, pp. 77-82 '




- 4] - |

Zevin, L. - Proaorov, G.: Ekonomicheskod sotrudnichestvo so-

tsialisticheskikh i razvivayushclitiya stran: novye ten=
dentsii = MEIMO, 1977, No. 3, pp. ﬁ7~&a



TEE weTRes , e TTAmEEOT T e T S T L e

o ! o '
|
|
|

- L

GDP-s

- is sindicated by the- cxrcumatanco that a

“data Hungary
‘bctwccn 1973 and ¢980 Trom 1090 m;llLOA Lo 2820 mlllion

‘Luollarsr
”1090 nllJlon to 3260 mlllen dollars._J A R

) Europc, ‘and w1;h1n this- overwhelmlnglj wi

The problems of relétions“betwech'Hqugr&'ahd the EIEC

Miklés Loéoncz. -{.-‘[

llungary has @’ small national econoty which is largely’
dependcnt on the ihternatiohal‘division{bf labour. The

" extent of openncss'toWard* the world economy is- well
indicated. by the fact that ‘the ratio of[ehports to the

urpassed at. the end of the sevcntlcs 40 .per cent.

The -importance of Western conncctions oW Hungarian trade
Ecordlng £o. OLCD

exportq £0 Lhe OECD coudtricq incrcased

and her 1mnorts irom the OECD jcountries fron

e [ - ‘ : - -

-~

Due to uhe lack of & seashore, asfwell as the . small
llmlted reaources' narrow flnan01al

economlc dlmen51ons,_
‘and marxetlng background
set- up, Nuhrary na ”jOlned o a re*at1v01y LOW extcnt in

centrcdneus Pn Burope o; Lungary

*ess developLu extcrnal sales.

r

long dlstdnce trade. The
selcctlon of Lradlnc ﬁar_ners is5 shown[clearly bj the fact

that 90 pe sr cent. -of her OQECD trade lsftranaacted with Western
uhe count ies of.

“the European. Economi.c Commu Aty . Cons%cuently it is far from
vary whah trenas ga%n the upper hand in

indifferent to Ilu
the LEL, how tne Epclrcacts to. the world

tle evolutlon o_
economic changcs of.the sevent;es.J: e )

77f C .

c cHar cte;lzed at

-the

Since thc 1ntcrpatlonal marke

présent by the ealstence o;-a "buyegskmarket"

strcngbhenlﬂg COmthltl of pply, E small natlonul economy

- I

_ N ’ e ',- .:_ [
ST f

o O

[

S -l,-' . |



»

h th¢'chrwhelming part of the import"

“the Ilungarian,export.

"Thc lnfluc1ce of thc

- the 011~produ01n

-tne témpo:ary cxbuusblon of the driving

like Hunqgry'é cqnf:in.the pPo
‘purchasing power, acquire without any sp
i) s whi
this rcason, it is Useful-to gurvcy prim
'1n£luan01ng liungarian exports, in her ec
"ho

.dévelopment of connections is in the pre

,oxisting w1Lh the Common Market The

The 1ncrcasc of -thi

Ny dynamlsm of -the. dcvclonmcnt of reiaticna

EEC external eéonbm

ssession of

e e m = s e

T

an adacuate
ecial difficultiecs
ch it nceds. Form
rilj the fdcbor
nomic rceclations
ttleneck“ of the
L nt circumstances

%s determincg thc

1

“_Hungarlan oxports in the sevontﬂes

Tne duVG;Opment of Hungarlan cxoort

'ather unfavourably in the seven iles by

'dynaml sm of _the world - econony to extra-pk

"the American contlﬂen*' Japari and theé Pa

countrles. Compared to
growing rore rgﬁldly, it 15 Nore difficu

_exports to th morc

—to lncrease exporgs it 1s also: necessary|

slowd
'economlc growth of the EEC counurlea and

_competltors out of Lhe market.: he

of thelr 1ﬂport oemand creatca by ltself

lowly oxvandlng markats;

ic policy on

s wés‘a‘
the Shlft of the

urOpean arcas

‘ected

“lflc arca, and
thc regiona

1t to 1ncreu 13

in order

to drive .

own of therf"»‘fﬂ
offéhe-dynamiSﬂ*'
an‘unfav0urablc

-

'51tuat¢ow fron uhe asvech of 1ﬁcreasxng Hungquan ﬁyports.

It furthur provéd to De unfavouraule to Hu“gary tnat

in the scventlcs tne cxteﬂSLOn of tne nct:ork,of agreements

of Lhe Common MarkcL became acccle:gted,

provresq the hox

folded. The interha*ional”aérechéﬁts 6f

_zontal-egpanSLOn,of:uhe~

1n“the'ﬁqke of -

[Forces of vertical
inteégration un="
[the. EEC,

£he L&rlff

pre;erence¢ o;fcrcd by th; Comuon havhet
bands'the exporis of hhe countries left

contractual SJuLcm o& tho LLC,ﬂxncludlnr

af;ect in five
outside ‘the -

-

Huﬁgany.



. o . - -
. S - - REFE - )
. } -+ P 3 . - \

*.Ihc“ihdustrial froe. Lradc aurccmcnt betwecn the

' Comﬁon Ldlkct and thc EFTA countrlca wnch aid not Jo;n'
-Lbe LIC /accordlng to which cugtomc mutlerland taxes
having. the cffcct of cus;oms dUtleo ccase&-to cxiat on
lnduatrlal plOdUCto from Julv 1st 1977/ from 1972 theff
Aannually 1ncreaglng UNCTAD gcwcral ﬁ“cfer@nces fox thc'
somi- flnldhod ‘and flnlsned p*oauc s of uha dcvclOplng
countrics; ' th pgcfcroncea 1qtroducoa hct cen the Common{ -

.Mgfkét nnd 60 dcvcloplng countrlg w1thin\thc framcwork
éfftﬁé Lome Agrgement, ‘the free trade  in: rndu trlal
products reaii"ed'beﬁwecn-tne-Commoq Marret and ‘the 3
Medltcrranlun countrlcs on July lst,_l977°*ano furthc*

Lhe actual LEC membersnlp of GLecca and the . forthcoming o
1 membcrsnLo of Porx ugal and Spaln increased'or are
going to lncLeaso consmdcrably the conpct1£1vb auvanta-w
ges of the producta compculng agalnst *omeﬂof Hungary s
lnduatrlal and agrlcultural productq,“and ‘the ComﬁC;lthC

advantgges of “hex- castomg dut;—scnsxt*vé *ﬂdustrlal

-

. productr in ;he Conmon Marhet countrLes. e

J

A In return Ior hhe chLOﬂs prefaLencca o fered by

S the. ‘Common HMarket, -the benef+c1ary coantrles /@ith the

o ekceutlon of the countrles of the - Lomc.Agrccmcnt/ aluo

',?.j | grant. pruLequCCS to the PEC counurlca on Jhelr own marxct .
N "fhs ‘a  consequence, in tho bene£1c1arj dcveloplng and JOUuh
g JEurcwéan-countriéa, as well on the marhctg of the EFTA

'TCountrles, Hungarian exports. suf:er a dlsaovantuce too.

Thc competltlve position of. Pungarlan exports is
'afocueo greatiy by the discx lmxnatorj common agrlcul tural
policy of the ELC, as well ag by 1tg gectorAl ﬁollcy in
-fredpeq;'of the’ textlgn clothlng and- mctallurg;cal industrics

"whiCh'havé Lgllen bchlzd in the world econoylc re-structuring
proccsses. In such.aecuorg demand¢ng ebonomﬁc pOllCV s*otoc—

tion as the leatncr— .bhh shoe- thc#ghpoUildiDGf} ;hc

-



ceramic indus LTlOg, and in some chemical branchca producmnc

f:homorcncoug'ln CrdelutCS, in’ thc alumlnluw 1ncustry, and
in the houschold elcctronxcq 1ndu¢try the pressure is lik01j
to ;ncrcasc in futurc £or the 1ntroauctloﬂ or import- reau-

latlng mcasuros orn an lntegratlon—Wde scale..., e

-; In Lhe scctoral structu:al pijCCLJOu, due to tnc
sxmllar comnodlbj pat ern of suﬁply, the. p?é;ercnccs grantcd
to the low ¢os ﬁcveloplng ana Lhe medxum—develoned South
ruropean countrles, as wéll- as tIe sectorau ﬁOLle of. the
FEC, lower cspoc1ally gravelj the compct*tlve poa¢tlon oLA
those llght industry consumer gooda and selfi- flnlshcd pro-
ducts the. weight of which is important and above the average
in the tiungarian ehports to the EEC, The dmvms*on of labour
devclopeq w1th1n the CEC and with’ the ET TA “countries maké;
Ilungary’s access to tne-ma:ket difficult . the more!nodern
engincering sectors which are on a hlgncr levcl of the’

technical- structural Lransformatlon .

In this connection it is not W1tbout intcrest that

in spltc of the development. of the u1v1 Ion of.labour
within the intedration, on the world marﬂgt'éﬁ the scctors
belonging to the frontline of technical progréés, the
wéakening of the EEC‘cbuntrics, lncludlng the FRG, may be
obsérvcd,_pd aLlcl to the strcnguhowlng of tﬁe'position of
Japan and at the ond of the seventies, of.Lhc USA._Thisl
circunmstance makes_ik diffiéult on _ae3imp6;£75iae that
Huhgary.agould re;j Ln_a-w;ﬁer p:qy@né;bﬁ thé~Westf£ufépean

technolégies in the modernization of-her"écbnomic‘structure.

The cluws;neas of the deCLSLOn—makxng system of the

:EEC, its admlnlstra;lve trade mechan;am is also the source
of considerable losses for Jungary’s cxports. The exurcmcly"
lﬂvolved “systen of the <certificates of orlgmn 1s ne small
obstacle to tne—ccvclovmeﬂt OI"CO“OpCfuthn between entex

- prises of Hungary and of the Common Marhut,
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Thc cxtcnglon of the- LLC toward ;hf'routh harucnu

thc-mdrkct agco““ condltlong to Nungurxaw p:ouuct ln

the case: of countr;cg_wh*ch had created An recent yea rs

abovc avcrage CoanLlODS ror the moderulyatlon of the

-

Nungarlan ‘@x DOL* pattcrn.

mHe'experien'ce cf the sevcngﬁcs showed that the

West Luronean integration devclonca tow“rds reg;onalism.
This deveclopmental trend deviates from th 'global nature
of internaﬁionql probléms and does not st%@uiatérall—
-Eurapean co*opération'eithéf; In addition to the conti~
nuation of détente and"the_devciopﬁént_bf East-West rela=-.
tions} the reduction of the economic : backwardness of the
South Lurcpcan countries may form a purtlcular area ox

all- Fu*owcan co~operation.

-

Conscquences ¢f FEC enternal ccononi nolzcy, the main

directions of Hunqaridh adjustnenc -

~ The Curopean- Economic Comminity and its network of
agr ¢anents form a trade policy bloc of 'such a size which
is difficult to c;rcunvent ¢f -only for rcgsons of ordcr
2 of the EEC is
1960 the exports

6f magnitude. The- world ' econom¢c cyp4n510n

well= -indicated by the - fact-that whcreas “inl
of the six *ounulng member countrles amoant-d to 23 per cent
of world exports, at the end oI the scve ties the LFC and

“the netwook cowered. by agremeﬁts accounhed for over two

fifths of world exnorts. In lQGO.;he exports amdng cégh

other of the six founding countries formed |8 per ¢ent of total
world exports, -and at the end-of the seventies 30 per'cent

of world exports were sold within the free trade zone of the

Common Market’s netwocok of agremeﬁts._ . ) -

Ixport markets which. would Le of a SLﬁ}Aar size ag o
Western Europe cannot be con51de&cd DV flungaxy.cutside .

~the Eurqpedn Co“ulnen». ‘ALt Lgn the share Lf the USA and
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~Japan may grow somewhat in Hungarian‘expofts; oachially

the relative weight of the USA, but3ﬂuc to thc googrphlc
situation, thg huge dibtanceu, Lhc lack- of traaitiong,

neither of these countrlea can become an alternatlve exﬂort

'marhet - -

In western Luropc the nain marxets for Hungarian exports.
are: the! EEC countries. The share of the Common Market”iﬁ

Hungar in exports- lncreased fron 17 1 per cent in 1973 to

19.5 per cent -in 1980 The rise in the EEC!share is: a;most'
'entirely'éohnected with the increase of thh imﬁo*tancc of
the FRG markot, the share of- whlch lncreased between 1973
and 1980 from 6:2 to 9.7 per cent. A small r rise may be
observed in rcspect of Francc and Holland, while the relative

wclght of Italy q;mlqlshed aﬂd that of the other ELC

countrles renalued uncnanged

In snlte of thb increasing share, the external economic
bollcy of the LFC creaued less -favourable conditions for the
dynamlzatlon of nungarlan exports than ouhér reglons. Tnls
is indicated by the fact that in the Hungaé&an exports to
the OECD couwtr;es the relative weight of the EELC dlmlnlsned

" between 1973 and 1980 from 71. 8 to 66.8 per cent.

But.the share'of the EEC developed diﬁferently-iﬁ'fe5pect
oi the different important commodlty groups /SITC 1 and 2
dLglt level/ - The unfolding of the dlscrlmlﬂatorj common
_agr¢cultural pollcy, in the wake of the stépplnc of. beef
Cimports- 1n 1974 - yreduced ‘the ELC shage,¢n Hlungarian foou
exports between ‘1573 and 1980 from 82 to 69 per cent.
Diverting of exports toAregions.éutside the EEC occurred
Cin the,pioduct groups of raw maﬁerials,'woqd products, non-
?ferrous mQtals¢ traﬁsﬁoft vehicles, and f00£wear.'ﬂowevcr,
the increase'of ELC orientation in the .other product . |
categories was insufficient to stabilize the 'share of
the EEC within-Hungarian exports to the OLCD countries




In this connection it deserves atten

waﬁc of the extension of thcagrca'covcrcd
sales conditions for llungarian ygoods dctc
the markets of the IFTA countries which b

policy sphere of influence of the Cdmhén‘

‘cconomic orientation towards the ovcrscas
countries would be .on the part OL
policy compulslon.f/ The narrowing of eas
“the Chqice of external ccononic partners

other CMEA fountries based én factors of

- be in.the interest of the EEC and of the

to‘iﬁs'economic poligy sphere of influenc
_c&peciallj noc be 50 in-a period, especia
of the small Wcst Luropean countrlcs,-whc
of thc world ccoxomy can be founa in the

reglona.f’t seems thut w;thout the develo
51on oL-*abOJr w1tn1n ruropc,'
of Western Europc may -also bccome wnlttle
competl on w*th Jasan,
whlch are’ becomlng lndustrializec. Conscq
‘Europe mast streﬁgtnen Her p051t10n~f¢rst
in order £0 achlove~market successes in o

‘the sharocnlng competlt*on.

fnuncary, whlch counts for a small un

cconony ané has a low international barga

s

at.the most noceratc by cxternal economic

clsadvancages connected with the externall

of the LEC, but cannot fully'hcctraiiéé t

x{ - < ya et '
</ Béla K&dar: Wirtschaf tSDQZLenu“gcn zwﬁ

der Europﬁischcn'Wircsc“a sgﬂnc1nschu

relations between garj and *hc Eulo

_Community/.'ﬁgdapest, 1981
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'the~aqrceménts'modc 50

' 'E'a‘r” Wwith the 'mrc b

unf1vourab10 jnfluonccf.

T ub1idlnry burdvn“ applylng Lo B import

:’Thc mctallurglcal and toxtlle agreements

- quantltatlvo and market access condltlons7

'approx1mately 50 per cent of Hungarian exports.-

The agrecmcnts menuioncd have only modcrated those
unfavourablc lnfluences whlch the extern

' that may be exporteo fron Hungary to the

1as beon the

" ens uxing of. thc ContinULtj of” relations and the modora~
i_tion of thc mOLO

In the arca

- ol \t{l Ecu]tmt' Lhmq.‘n’i.m ('}port-; ara exe )\pt. IrOm Hm -

5 throuqh

1Lechnical agrccmcnt.c l;nkcd Lo the VariOUS farm products.

regulgte the
of products’
_EEC.

al cconomlc pollcy

| ' l
. s
. .
. .
T

of thc_TEC has excrcised also on the re~structuring of

than -kn rc;atmon to othor OECD regions an

: Jeiports 15 much more unfavouroble ln relallon to the EFC

'klls due, to no ; small extont, to the dlspreferénces affectlng

fhungarlan ecports. The commodity scructure of Hungarlan L

Lo e

d countrles. Thls

Low

In connectlon with the EEC’s dlscrlanatory agricultural

pollcy, the.sharc of. ag¥1cultural products foll in’Hungarlan

by - products of the llgh

_'exports betwecn 1973 and 1980 from 42.2 to 22 6 per cent.

3
W

--The placo of. Lhe disappcaring agrlcultural proauce was taken

1ndu5cry seccors which . faLl behino _

in the world econOmlc 8k ructural Lransformation._For

-1nstance, the- rolatlve welght “of wearlng apparel ln;Hungarlan'
-exports lncrcased from 12, 7 per cent in l 73 to|16 8 per cent
Ap- ‘1980, T L ' '

g

;;ﬁ; -

- The OECD countrics outsmdo tho FFC p£ovidcd more £avourab1e
fcondltlons for the expan51on o: Hungarlan ongincorsng exports

hoth_from the aspect ‘of GCOHOHlC regulatlon and the dynamlsm

of the structural transformaclon of the export marhccs. While

the relative welght of ﬁachlnery 1ncrcased between 1973 and

1980 from 6.1 per’ ‘Gent Lo a mere lO 5. pex

exports to the TEC,

e

L T

cent in. Hungarlan

1t sncreased from 7 9*per cent to 17 3




pcr cent in rospcct of. thc other OPCD counLricu; It
sbcms that thc “tructural tran formati n’ of Uungarian
~chportb to Lhe Common Markct has been haractcrizcd.
bv forced spec1allzatlon. . ’% ___3:j"-'” |

- -
™

Por Hungarj, an cvolutlon of ‘the- EEC parallcl to v
thc increase of openncss LoWards the” onld markct and
the dlmlnutlon of protectlonlat tendcncicg, “would appcar
favourable. An cascntlal COnditlon of rclatlons with
the EEC is the cstablishment and 1ngtitLL10nalization
oL contacts between the CHMEA and the Common Market intcgra-
tions, the mutual cons;deratlon of each| other’s intercsts.

. The problems of Hungarian—Italian relauions,

Italy is - behind the FRG and Ausqriah— Hungary’a” B
thifd mast important trading partnef andnd the OLCD
_céunﬁriés.-On the other hand, for Italy the trade with
Hungary is of marginal importance.. At tFe end of the
seventies Hungary‘s share amounted to but 0,3 per cent

in Itallan eyports and 1mports.

) The lnben51f1catlon of .the structural_pronlems ‘in
‘_Italy creates substantlally dlfferent conditions, :as '
aCalnSt earlier perloqs, for: the- develo ment of Hungarlan~
rItallan relatlons..These changcd condlLlons are reflected,
among other thinqs, also in ‘the fact thgt the share of
Italy 1n Hungarian exForts dlmlhlshed from 6, 5 per cent
“in 1973 to 4‘4 per cent 1n 1980 '

“In 1ts prescnt ‘structure Hungarian ekports clash in
a- band of above average width against tne barriers causcd
by the slow structural adjus tment of tnc Italian economy,
“the import vegulating policy of. the Common Markét, the '
. competition from the developlng countrlés which are becom—:;‘

ing 1ndustr1allzed Especmallj sensmtlvé to.. trade pollcy

dlspacferenCes, to. the busmness cycle and to the sharpcnlng'

.. . X . . e
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of thc exttrnal compttltlon are.the 1ive anlnals /22
- per cont of. Hungar;an cxports/, Teat | ino medt productr
/la per cent OL Hupgarlan exports/,_mdtallurgical

products /6 per Can/, and textlles Y ,5 per cent/

Accorclnq to- the expcrlencc of the sovcntlo,, cO~-

-operation agreomcnt bctween Hungar:aq and Italian cntoer-
prises lag far bchlnd the Hungurlan—Wcst Cerman dnd the

. . : P HungarlaE*Austrlan co-ope= .-
rations in respect of both thelr numbér. and their. dura—'
tion. A considerable part of the huﬂga ian«Italian co-
-operation lasted £or a short t;me.ln ihe seventies. Out

of the 780 co~operation agreements. registered. between
Hungarian cnterpri;es and entorprises of theé OECD countries
in 1980, only 35 ‘were concluded thh T+ alian enterprlsos.
fOut 6f these 14 were industrial’ co~operat10ns /ten in the
-aenglneerlng 1naustry, anda. Etwo each in the chemical 1ndustry

and ln farmlnql l_ o -_'n} - N

The low: level of- 1nter-enterpr15e co‘opefation is not

'entlrelj lndependcnt of the - commodlty pattern of Hungarian

exports. j_f, , '1Z -;;;«.’*“3

One of the most 1mportant rowdztlons for the dov010p—
ncnt of Hunqarlan~1tellan economic rel tlons is the rapid
transformatlon of thc nungarlgn supply structure, and pa
railel. to thls, the broad lntroductlon of closer forms of
ico~operat10n. In respect ‘of agrlculture, the exten51on of
'co~operatlon to various areas of jOlnt breedlng, storage,

marketlng,,and their various comblnatlons appears practical.

L)

Dr.  Ivdn. Varnai: The role of externall” economic factors

in the "endeavours of the Italian cconomy for structurual

chcnqe in the seventies; the crifical stage of Hungarian-
talian trade relations and the altbrnatxve of further

dtvelopment /in Hungarian{. Budapest, 1980 p

x/
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In the coursc of the change-over transitorxy Hungarian -

losses may be counted with, and also that'some'new forms

of co- olar*ratlon may also conflict with thc inttrcsts of

Lll(.. Italilan partnor" / - _ o

In the process inq iﬁﬂdﬂtriesithc high doqrce of

dlffcrentlatlon “of the market mu"“'no takon into conside-—

ratlon in connectlon w1th the act1v1t1et of the small and

L
-_medlum size enterprlses, the- enterprnse in whlch tne state’

. has a share /IRI]/; and the la;ge grOups Untll now Hungarian
external econoriic oollcy has coneentrat a- 1ts cnerglea to a
tco large extent and ‘one-5 dedly -en the large corporations
and neglected the small "and medium size entererlae sector
which proved. 'to be in the seventies the most dynamic factor

of the Italian economy. -One . of ‘the reasons for this 1is that

it is more d; ficult-'to build up lasting co-operation with

the small and medlum smze enterprlse “than with.the large _
companies. In order to increase Hungatl n englneerlng exporta,'

it is also necessary to broaden the narﬁow assortmcnt of -

.

products felectric motors, elecommunlcatlon components,

machlne tools, comnrescors/

N promL51ng area for-Hungary is” thJ jOlnlng 1n the
realiration of.the lnfrastructural progécts which have
been @assed to the competencv of the provances, by supplylng
equl sent for’ professaonal tralnlng, health services, water

management -and envmronmentel protectlon‘ partly is sub~

,—contractors to local’ sunpllers and partly as general contrac-

torv maklng use- of the sarvmces of local sub -¢contractors.

. R - - i

Dala7s, Péter: ‘Economic relations between Hungary and .
the: South Luropean region /in—Hungarian/a; L S -
In* Ktlgazdasag, No 5/1980 pn. 41 43. - o
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Hungar; lS 1ntcrc ted in increasing co-cperaticon’
with the South Luropean‘countrﬁes, whicn= compared to

the West liuropean countries - grcw fastéx and modernize

their conomAC _structure more rapidlj Thc;e countries offcr
favourable condlulons for ;he modernl?a lon of Lhe Hungarjan
mxnort struc ture. At the sane time, the climlnatlon of the
cconomic backwaranSS‘of the South- and Sout~East Europcan
CLECD countr1Cb,'thc developmcn; of economic co'opcration;
may contribute to thd damping down of the political di-
-cquillhr;um 0f the. arca, and thcrcbj to the inLonuiftcaLiOW
and qtabill7atlon of dhtcntc in Europc. This endeavour mects
also w1tn Italv 5 1nteres;s in the area.

Iﬂ-respect to somg countries, 1n Gre ce, in conncdction-
with her fdlL membershlp in the Common Marhct, “the market -
access of Hungahlan cxport‘u detcrlo rates alao in the mcdlum
texm. In the maln CO*Opcrdtlon arcas - l;nkcd to the aupplj
of Hungarian machlngry ~in the’ domaiﬂs of ﬂower ¢upply, urban
and long- ‘distance busg- trangport, Lhe alumlna and alumnn¢um
1naustry,"thc GXLChSlOH oi the . telccommvnlcatlon nctwo*t,
the develoyment of ‘the 1nfrashructure of the harbours, the
jOlnlng of Ital;an entcrprlses in the co-oPLrat;on, joint .
Hungarian-Italian orfers on the- Greek market!cannot,be e%;

cluded. _ . S  :' L f‘ff ,JT'

In Tufkéj;'afte* he in;ernatlonal solvenc; o& the
coantry has bheen res;ored posélbllltleS'bor ]Olnt o;fers
are most Lavougable in the elcctrlc oowcr 1ndustry, the
constluctlon of rallway— and urban transpo*tatlon, in nmining,
in the process;ng of ores, and 1n the food Lndustry.-

* mar
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Margit Racz,-iva SZLta.:

Summing up comments“ébout'IEaIién—Hu

cooperations -

on the'basis'éf'thegrecohcilea

ngarian"f-

plan of joint

Hungarian-Italian research on cooperations we have

made an empirical survey of the foll

agreements..

SAL fwllanoz dud TRANSELEKT
  £componencs for long dlstar
-and questions of cooperati

" 2./ A cooperat 101 opportunlty i
“lation Lechnology.,_'

,Szellozomuvek lBudapasL,

3;/'Manufacture in coopermtloﬁ

ﬁthermoformlng machlnery

QvM Vas- es uuanyaglparl ‘Sz
Joint mérketing of gaé:turﬁ
third markets ' -
~-FIAT TTG /Torino/ - GANZ EL
TRANSELEKTRO /Budapest/:

: S;ILCooperatlon is’ dlstrlbut1on
and photo technical prodact
3 M Italia, Segrate /[Milano
Chemdlimpéx-JBudapést/ )

:

Tr1u121 [Milano/ - Techﬁohm

owing gooperation

-./ Commerc1al cooparahlon between bADELMI /MllaLO,

RO /Buchpest/ in
e transmlssfon lines,
on third markets.

n the area of ventil-

-%‘ﬂlstral }Mllano/ —~Intercooperatlon /Budapest/,

,!-.
- .

of plastlcs proce551ng

-

ex /BudapeSQI,-
|
pvetkezet,JOroshéza/;

yine power stations on

ECTRIC WORKS /Budapest/,

of;thtOHChemical

5 -

Yy - Forte [vVac/,
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6. Productlon cf slqughteréd and choppea-pfe—gooled
L rabblt  “"_ . o ‘; - ; :
. Men0221—rratelli fTorlno/ - Gerecpe Farm
COOpElathe /TArdosbanygl, TLRIM?MX /Budapest/

J
e - 7 / Slngle general contracblng on a. tnlrd market:
establlghment of a- eool~ and prototype manufac-

EY

Ttur;ng ;actory in Iraql
Volanl /Rovereto/ —-Teéhno;mpex !Budapese/
8aij01nt manufacture of ‘hlter;_egchenée'equipment
- *':for sw1mm1ng pools'; b L
- fCaetlgllone [hllano/ A#T —'Aprill° 4
i?“f' r Lnglneerlng Works /ﬁa&y anlzsa/ leex /{Budapest/.

—_— o _r

9L f Meﬁﬁfactﬁre o%-coﬁsﬁfbcﬁion madhinery in
N cooperatlon .ffve-swﬁwx’ﬁ',i -
- Coma Italia ‘JCastel-Bologna/ -
i-EPGLP /Budapest [, Nl#ex /Budapest/ ..
o , In the followiﬁg text- geherally we Wlll refer to
. the cooperatlons with the name o:VILallan fl;m._
- .
l

The sample which was exdmined in the first phase-of

p—

rcsearch nay be considerad a{true sample from the aspect

of the general experlepce with Hungarian- Itallan coope—
ratlon agreements. The_samp;# included 67c90perat10n '
~agreements in the en§1neerinbhihdustry,”one in the food
industry, ‘6ne in the’ chemlcal L“dustry, ‘while one
cooperatlonflnvolved ‘the sumply of huﬂgarlan macﬁlnery
. and Italian bulldlng activ1ty. The casea unaer investi-
A,gatlon inciude cooperatlon eF vhlch the main characteristlc

is coproductlen,/e.g:VrIA?;ICom&/ i“??ﬁupp}y Qi goodq
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JKOnnected Wlth jOlnL R+D /Menozzi’F /4 cooperatlon on
thl:d markets - /Volanll, an.exchange of assortment
/3M Ttalla/ Among. the Hungarlan 3artners the produc1ng
enuerprlses 1nclude large le. g. JANZ/ and medium size
|Forte/ enterorlses as well as cooPeratlves. The weight
of cooperation activity in their total turnover also
varies. In.the best year rs GANZ déllverles in cooperation
withfFIATﬂaﬁounted to 20% of 1ts’total eXDOrES ; while in
other case the value of coqpération"deliveries accounted
. for less than 1$ Of the anual sales of Hungarian forelgn
trade enterprise c0ﬂcét1ed We hﬁve analysed securately
some’ cases,.wbere cooPeratlon waF discussed but no agLeement
was reached. _ '
‘Dlschlptlon of the cooPeratlon Jgreementm, their hié%ory
_and the dlfflcultles /characterlstLCS/ of imnlementatlon
are. contalned in the case studlés. '

_ S J
/ Fundameﬁtal factors deflﬂlﬁL the lnterESLS of the

enberpr i - C : ”ﬁ

. On tne Ttalian side -the lnreresbs to export were the
rstrongest moblvatlons for cooperatlon to go. beyond simple
commercial transactlons ‘and to be-kep; in force for a long

jperlod. ;hls may be formul ated in the clalm that they

‘ wahﬁed_to prevent the narrOW1n of the Hangarlan‘market

In boom condmtlons the Italian partners aré less’

= | -
dlsturbed by the Hungar;an Wlsh for counter deILVerles

”_j}ithan in rece551on.‘ ) .
'T'fConsequently,)today it takes addxt;onal e;forts to sustain

.rtnd cooperatlon agreements and to cytend them 'It_ggemsl



that one of- the most lmportant poteAblals exists in the

oevelopment of éooperatlons on thr& max ?et

- On theﬁHunqariaﬁ"sidé in additign to the export
'iniercst, the lnteress ln obtalnlnc imports - which . promote

technologlcal progress also plays an 1mportant role /e 9.

-
Coma, Menozzi F, Casulqllone/,_ '

. . - . l ) - . .
‘We have experlenced that Sane in recent years the

' enterprises were driven by exports tﬁat COhld ‘be . reallzed
rapldly and they had no grest oppo:t”n ties for .inves tﬁeﬁt,
they did not entexr into substqntlal purchases of licences,
ar, . consequently they mostly handle Qroducts which they
s'ready had available, earlier LOO.'lhlS is today a trade-

—-constraining factor.

2./ CooperatiOn oﬁ thifd hafkets -

" out of the nine 1nter flrm coooerutlons wthh have
been exqmlned organlzed or sportaneohs, casual or repeated
_ third mar&et act1V1ty has occurred in four cases.-/FsAs
Volanl, sadelmi- ~SAE, '3 M Italla/ - In L

"/TrlulZL,'Mlstral, Cona/ the enterprlses are of. the oplnlon

'hleé further casés

. that lt would ‘be an approprlase way for re-starting or
beathing new ‘iife into the relaulonshlp‘lf the partners
jointly turned towards thifd.markets 't exéloiting the
existing contacts of one or the .other.) On the Hungarian
side, with few exéptiohs it-wss an attractive feature of
'the'cooperations, thaE thej did not require investments,
‘or the technology trans?er almlng at ihe COoperati#ergoal
'2was free of charge. o S ' | o
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the joint transactlons haVe been successful

In the case..of rIAT and Ganz Llcctvtc Viorks Lho
coooeratlon contract is exoressedly about organlzlng
product shaxlng, Wthh enables .the -two firms to appear

on third markets regula;ly. wlth Wore or Less regularlty

.che. contact has been allve for more. than ten years, aﬂd

A

T : S . .
In two caSes "once onsy transactiOns were'involved
/the constructlon of the tool manufacturlng factory. in '

\

Iraq, and the gencral contrqctinc with Sadolml SAE/ In-

- both cases the qungarlan pagty was t?e general contractor
. and thus the 1n1t1ator. g N C B

- e -

Thlrd market cooperat;on with -3 M Italia, and later

chh the -center of- the multlnatlonal’corporation in the

.Usa came abOLt spontaneously and has been sucessful.
In the caseé of larger orders- che Sub31diar1es of the

|-
letlnatlonal corporaclon he p the. Hungarlan enterprlse

fulfil the order /supplylng pacaaglng materlal -films/.
"By creatlng organlzatlonal opportunlties for selllng
“outside Italy /USA/, Hﬂ cooperatlon ‘has- become more
stable. The opportunlty for theffu*ﬁher considerable
growth of HungarLan expoLts maxe éne multlol;catlon of
‘the turnover p0551ble, becaLse Hungarlan 1mpoLt requ1re~

ments can be payed for by counteercllverles. .

’..

In three other cooperatlon agreementa the Italian

' partner did not endeavour thﬂrd NAcht acc1v1c1es. In

: all three cases they have tne nec ssary. market contaccs

and commercial network

It seems that in the perlod of worsenlng bu51ness

- condltlons 301n+ entry to thlrd marhets may in many cases

—
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 with Itaiiaﬁﬁfirms, in other words,

‘experience has been that "balanced-

peyorh ey e b s G i <t .‘"’I ————
v .

‘becomeﬂone of ‘the conditions ofithelcooperatidh. The

rade of third

1marketsﬂ'Was;established with western, in our case

both parties

provided transactlons for third market cooperatlon,

but as soon ‘'as the "stock"” of one P rty was exhausted,
the other did: not/offer new owportunltles.IUsually the

o
-aHungarlan party is the first to exhaast its futock"

*ow;ng to its lesa ehtended contacts on the world’ market.

W .
"As in the- case of every balaced tranLactlon, 1t is here

~ too the party capable of the lower performance that

determlnes Fhe level, and consequently fewer thlrd
narket cooperatlons are establlshed than wou1d bc made
p0551b1e by the complementary nature of Hungarlan c

1nduqtry-i"

Cooperatlon on thlrd markets may be- placed én new

ufoundatlons.rifig,”' '-Q :}., T

rfmepte in prlce, quallty, aellvery on

!}—/Accordlng=to the. avallable 1ngormatlon, in- the

-case of the reallzed cooperations /F%AT-Ganz/ the

C e T

dellverles of the Hungarlan enterprlse met thelrequlre—

- T

time, and ‘canz

. even offered cJ.mJ.Tar credit conditions as FIAT ror'its-

- own dellverles, at the reauest of the; latter.

\ T ~ SRR .
-.In numerous cases ‘the Hungarian enterprlses

conszder that they would be aultable or completlng

) the trapsactlon, 51nce tbey are satlsfaCtory-partners,‘

amond other reqsons because througn cooperatlon with

the Italian partners thev have alread adapted tnemselves

to the tecbnlcal and commerc;ar tradltlnno and usages of



engineering - lndustry

,There was no succes 1n the Mlstral one..

—_— -

the latter. Lhe West-German flrms arelvery sLllful in -
exp101t1ng thls opportunlty for arranélng thlrd market

transactions in, which West*German flfm 1s usually the -

general contractor acauainted with thé marmet and the
deliveries’ of suchentractxng Hungarla% enterprlse
complement the. progect. erJ’ ’ '1 -d,;;_j; .

3./ Some - summa:y comments dbout cooperatlon in the
. T

Out of the nine cases under ihvesﬁigatieﬁ six belong

_:to the englneerlng lndustry. Out- of thése cooneratlons,
it Jas the SADELMI /whlch is nOt a“ &eaﬂ cooperatlon/ and
_the FIA;-GANZ whlch funct;oned succesfuhly - with the

exeption of a few years r,'fne Coma funttloned more or

less. There were hltches in thé case oflCastlgllone, and

there was up blll now a-failure in the Tr1u121 cooperatlons.

e

- Whether the cooperatlng Itallan partners are ‘small
/Mlstral/ or. 1arge /FLAT Castlg%lone/, the

““'t w1lllﬁgﬂess for coproductlon or sPec1allzatlon
has exxsted in each CaSE.;:'i 3'|Aw”*'
- Im essence, with the exception ofl|LFIAT , the will
. to eppear jointly on thixd:méfkete'hés been non-
'existinélor'smeii and rudineutaryTlas‘opposed to
'_the West .German partners, who themselves lntlate
Itlisveooperatidnnin the eegineerﬂng industfyAthat
is most afflictcd in Hungary = according -to the.

3.

gyamplts - by the temporary 1mportirestrittion
Je. g Caattgllone, Coma cooveratiohs/, mainly
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P because these would o;ten 1nvolve contlnuous

lmports. o _ "“f:.ﬂ--"'[. _y~{f
- In the cases exam*ned tne success or fallure of
" the cooperatlon has not been depcndent on the
S technlcal level of the- product in’'the joint manu-
- ; :A facture or marketlng of which the partners were
engaged Even 1f sometlmes after smaller hrtches
~and delaya, the Hungarian paru er acted success
fully whether products of a-Hi h technical standard
were concerned /Ganz-FIAT Trltlzi Coma/, or the
cooperatlon requlred Iess technlcal abllity
/Castlgllone/ _ S I’L' i -

\" the transfer of
the production or a machlne to Hungary /Mistral Triulzm/,

The dlfferent forms of cocperatlon

simpler parts of swimming- pool equlpmenﬂ in Hungary/ - are
not establlshed przmarlly because Hungaruan productlon or
. manpower. offer great comparative advantages, but bccause_
thlcs ia a possible form . of the arranqcmént of crporta and
_imports. It must be remarked that ng forﬁ has ‘Been- found
in the inter~firm relations, which in earller years often
""used'to disturb cooperation,.l e. when the Hungarlan party
_ wantea to obtaln balanced de11Ver1es by ?fferlng goods
whlch were entlrely alien- to the cooperatlon partner The
“contemporary forms are more promlsrng. It ‘should be_noted
that the securlty and- permanence of thes relatioﬁéﬁif
largcly dependent on the extent to wnlch ‘thé other party
"needs" the Hungarlan market.’ ?ne ﬂungarJan parties sece
benefits oﬁferedrby_taem;wnich may counteract the deterioration

-



] : L ‘
ot fhe market condltions and whlch-maglestablith a lastlng
1nterest /theae include tne granting ofleyclusive alstrlbu—

tion rxghts, as has been done 1n severa ‘cases/

_./ sxperlences with coooeratlons in the food- and’
consumer: goods 1ndustr1e~ .?";“r“ l"

In the view of the Hungarlan entcrprises these coopera~
tlon agreementa Cemiv

u.ooulvocally be conﬂldered ‘succesfull
/Men0221 f., 3M Italla/ N L ”" Ii

. | -
- The Men0221 flrm was . lnterested 1n 1mports. ‘They -

offered beneflts to the Hungarian. partner to organlze the
producition in Hungary the output of whlcﬂ it.later wanted

to import. To achleve its aim, it prOVedlto be flexible and

-cooperative.- They undertook the transfer Ef high level tech-

nologj Hereby ‘the, Fungarlan partner has ecome ‘specialized

“to Italian market and has. adapted its proﬁuctlon to its
requirements. It has contributed to the- shcces that in this

- cooperation the import had to be:undertaﬁEr-once, it happe-_

ned in a less needy perlod, ant lL servedlthe preparatlon

'.of contlnuous exports. T e -

'In the'case 0£'certain transactions“mt'has cértainly
contributed to the success that the- entryllnto_a market of
ten mllllon 1s noteworthy An the case of consumer goods -

Je. G. photoqranhlc artlcles, ox sw1mm1ng pbol equipment/,

and lt is in the interest of our partners Fhat they should
' keep the market in the long run too '
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5./ Succes or fallure of cooperatlon and thc seuectlon of

Eartners S - ' _ %

. Lo - -
In spilte._ of tcmporary hitches, ceoperatlon is very
prom151ng'w1th thfee typeo of partnerg ' '

" - The multlnatlonal corporatlons Psually have a stable

marketlng network, a good marketlng stFategy, a corordina=-
. ted concept for various-markets, whlchlthey assert centrally

also in thelr relations with the. Hungarlan eneerprlses.

" Links with themchave proved to be" flexlble &nd-capable of

unltlng ‘the 1nterests of the partlea.-The Hungarldn cnter—'
prlses have held the 3 M- ccoperatlon 1? high- eateem, thrcugh

which' - by us ing numerous and varlcd commcrcmal forms - both

. 1mports to Hungary and Hungarlan exports to the industria-
lized countrles lncreased substantlally within the framework
" of broad commerc;a; cooperetlonﬂ Cooperﬁtlon_weth FIAT made

' it possible for Ganz to deliver high-standard products

profltably to several markets Logether—vlth FIAT. This also
serves as a very good reference. ‘ - ST

-~ Those QMO are 1nterested in 51mpler or: casual -
. . . -

- The link. with Sadelml ~SAE is praétlcal ly a 31mple

cooperatlon-

' Lcomuercial relatlonshlp The sale -of Huﬁgarlan goods is
su sessful. . . e o .|

- The 1nclublon of Volanl in hungar%an general
contractlng has uﬁequlvocally made fast ?nd 51mple

: 1mplementaﬁlon p0551b1e, relylng on econ?mlc considerations,
. = those who :are-interested in 1mport act*vicles.
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We have to add, that there exist example of medlum -
. size enterprlse Wthh 15 doing succesfull cooperatlons in
the field of: englneerlng [Coma/, but it can be considered

as an exeptlon.

The preparatlon of a transaction between the enterprl—
ses of the two countries demands relaleely protracted

work {2~ -3 years/ and thlS is. a’ ‘factor, contributing to

mlstrust. o

’ In many cases flexibility /the endeavour of Coma to
‘"JOVercome the temporary Hungarlan lmport restrlctlons/ ‘
helps to” brldqe over the more dlfflcult perlods of coope-
ration. On such occasions it is often helpful if the parties
have known each other for a long timé. In the case of close
..cooperatlon between enter prlses /espec;ally in industrial
cooperatlon/ tne quest*on of mutual credlts by the’ partners
?arlses until the dellvery into the- opéosxte dlrectlon occurs.
'In Itallan coopcratlons ‘there are no such -examples JNikex '
‘has such a relatlonahlp with its Auat ‘ian partner/ ‘In some
cases this would fac1lltate the imports which are ‘needed for
_tthe lmplomentatlon of the’ cooperatlon, the dellvery of the:
.mlbuyback“ 7? R T .}

] ;t should be noted that several enterprlses are

’ dlssatlsfled with thelr Itallan partner, whom they COnSlder
- quunctual and lnflelele, Recently itl has séemed to the
'"Hungarlan enterprlses that thelr Itallan partners tend to

return‘to tnelr own suppllers /FIAT T%lul&ll




Cooperatlon Lurnover represents

a low vhere in total

trade. Exports’ under cooPeratlon agreements amounted to’

These figures 4o of course hot 1nclud

3,4% of Hungarlan.export-to.Ita;y and
peratidn to 1,5% of. total Hungarian i

countrles. However, ln several cases

lmports under coo=

ﬁporfs from Italy.
e deliveries to third
the cooperations

.1n;luence a, con51derable part of the act1v1t1es of the Hun-

garian engerprlse /Gerecse Farm Cooperatlve, FORTE, GANZ

z/.

In other cases if they were functionlng, they would lnfluen—

—lce the activmty of the’ Hungarian partner /Triulzi/.

 the &evelopmenf,of cocperations on th

removed .through more flexibility in £

1

We consider that some of the imp

-

éding'factors can be
inance and through
ird markets. .



