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LETTER OF TRANSMITTAL

FEBRUARY 27, 1986.
To the Members of the Joint Economic Committee:

Transmitted herewith for use by the Joint Economic Committee,
Congress, and the interested public is a study consisting of a compi-
lation of papers assessing the economies of East Europe entitled
“East European Economies: Slow Growth in the 1980’s, Volume 2—
Foreign Trade and International Finance.” Volume 1 in this series
was published in 1985. A third volume containing studies of the in-
dividual countries of East Europe is also being transmitted. The
present compilation is part of the committee’s continuing effort to
monitor economic trends in the Communist countries.

This volume looks at the economic and commercial relationships
of East Europe and the rest of the world. One conclusion that may
be drawn from the studies is that two important factors that con-
tributed to economic growth during the 1970’s have changed. Those
factors are East Europe’s access to Soviet oil at prices below world
market prices, and the availability of Western credits. The changes
in these areas contribute to the overall assessment that the region
faces a future of slow growth.

We are grateful to the Congressional Research Service of the Li-
brary of Congress for making available the services of John P.
. Hardt to help plan the study. Dr. Hardt and Richard F. Kaufman
of the committee staff coordinated and directed the project and
edited the present volume. Dr. Hardt was assisted by Donna L.
Gold of the Library staff. We are also grateful to the many govern-
ment .and private specialists who contributed papers to the study.

It ‘should be understood that the views contained in the volume
are those of the authors and not necessarily those of the Joint Eco-
nomic Committee or.of individual members. )

Sincerely,
Davip R. OBEy,
Chairman, Joint Economic Committee.
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HIGHLIGHTS

By John P. Hardt

The availability of Soviet oil at below world market prices and
Western credit in a favorable market were among the major exter-
nal factors that facilitated economic growth in Eastern Europe and
Yugoslavia during the 1970’s. These central ingredients of the past
growth formula are no longer present. In fact, existing conditions
now tend to militate against growth in the 1980’s. First, for the
past several years, East-West trade has required a net transfer of -
resources out of the Council for Mutual Economic Assistance
(CMEA) in order to service their debts. This net transfer out may
continue over to the next several years because, in the short term,
the West is not likely to make enough new credits available to the
CMEA countries to offset their debt-servicing costs. Second, the So-
viets have turned the prices of oil and gas, as well as other terms
of Soviet trade, against Eastern Europe placing an increased Soviet
claim on domestic CMEA output. Third, the Soviets are calling for
an end to CMEA-Six trade deficits with the U.S.S.R. and the re-
payment of outstanding CMEA debts owed to the U.S.S.R. Fourth,
it will be difficult—if not impossible—for the CMEA countries to
provide and maintain substantial subsidies to improve domestic
living conditions at a time of slow growth and economic stringency.
Austerity appears to be the likely economic policy of the CMEA-
Six throughout the 1980’s.

Modernization remains the centerpiece of continuing CMEA eco-
nomic growth. For the CMEA-Six and Yugoslavia, the production
of more machinery and consumer goods that meet world market
standards is the measuring rod of success. To modernize, however,
requires more imports of technology from the West. Eastern
Europe and Yugoslavia first began to depend on Western technolo-
gy transfers during the 1970’s. In becoming partially reliant on
world-level technology, they adopted a strategy similar to that of
the Newly Industrialized Countries (NICs) in Asia. But their par-
tial mastery of advanced technology has left them vulnerable to
competition from the NICs, inhibited as they are by restraints on
efficiency resulting from the twin burdens of autarchic central
planning and the non-competitive security of the Soviet market.

The economic decline in Poland in 1981-82 was sharper and
deeper than in any other East European country during the post-
War period. Although each of the CMEA-Six countries and Yugo-
slavia experienced an economic slowdown and balance-of-payments
problems, the GDR, Bulgaria, and Hungary fared moderately well,
according to various criteria (e.g., GNP per capita growth, credit-
worthiness), Czechoslovakia and Romanian performance fell some-
where in between these extremes ranging from very poor (ie.,
Poland) to moderately good.

(VIDh



VIII

Some problems and performance characteristics were common to
all CMEA-Six countries and Yugoslavia. They included the follow-
ing:

@® Economic growth was faster in the early 1970’s, guided by fa-
vorable external economic environment, than the late 1970’s.
1976-80 and 1981-83 were the poor performance periods when
recessions in both the Soviet Union and Western Europe con-
tributed to the low ebb in Eastern Europe.

® Living standards increased more significantly in the early
1970’s and then slowed down, leveling off in recent years.
Again, this decline was due to developments in foreign trade,
as well as domestic performance.

® Debt was not a short-run problem for any CMEA-Six country
or Yugoslavia in the early 1970’s. By the late 1970’s and early
1980’s, it had become a major problem.

@ Industrial quality (modernization) and competitiveness in the
world market had improved during the 1970’s, but each East
European country suffered from backwardness in industrial
technology and lack of competitiveness in convertible currency
markets.

@ Agricultural performance was below—in some cases very
much below—levels of comparable performance elsewhere.
Each country would have materially benefited in their domes-
tic economies and international trade by improvement in
agricultural performance patterned on a Western model of effi-
ciency.

® Import reduction in the late 1970’s and early 1980’s to meet
the trade deficit and debt problems, and reduction in domestic
investment in response to slow growth seriously reduced the
prospects of future growth and modernization, while improving
the short-run, hard-currency trade and credit positions.

Changes in the allocation of resources and reform in the plan-
ning and management systems are possible and might show signifi-
cant results. The external factors of weather and the world market
might improve and could be critical to economic performance. The
conventional wisdom, however, is still toward continuity with the
past. On balance, the views expressed herein tend toward the judg-
ment that although economic improvement from policy change -
toward market simulating domestic and more open foreign econo-
mies and good fortune are possible and may be expressed as a pri-
ority of the leadership, the chances for such change are no better
than an even odds bet and probably worse. Continuity suggests the
likelihood of continued declining performance and aggravated eco-
nomic problems—outcomes the current East European and Yugo-
slavian leaderships appear to consider unacceptable.

In making these assessments, there is a vexing problem with
measurement. The quality of both the economic statistics released
and the statistics gathered and used domestically has not im-
proved; in some cases it has actually deteriorated. Conversion of do-
mestic measures to a common unit (e.g., dollars), poses difficult,
often subjective, problems.

Despite modest forecasts, the possibility of change in economic
policy resulting in significantly improved economic performance in
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Eastern and Southern Europe should not be discounted. The em-
phasis of current leaders on their troubled economic indicators not
only suggests concern about the seriousness of the problems, but
also expectations that policy changes within their power may im-
prove both qualitative and quantitative performance. Specifically,
leaders may find promise from the following steps:

Allocation: By indicating a policy of increased emphasis on
investment and continued, if not enhanced, priority to con-
sumption, improved economic performance is deemed possible.
However, the prospects for a squeeze on resource allocations to
serve Soviet needs, including defense, have been raised.

Reform: By centralizing economic planning, decentralizing
management away from the traditional Party bureaucracy,
emphasizing professionalism on all levels of planning and man-
agement, selectively making personnel changes, and demand-
ing increased professional discipline throughout the economy,
the question of the short-term significance of changes within
the system has been raised anew.

Regional Policy: By stressing the need for completing the na-
tional infrastructure of transmission, transportation, and other
means of resource mobility, the retarding effects of regional
backwardness and resource dispersion may be reversed, espe-
cially in diverse countries such as Yugoslavia, Romania and
Czechoslovakia.

CMEA: By continuing the Soviet economic “subsidy” to East-
ern Europe through deliveries of oil and gas at world market
prices and requiring moderate deliveries of machinery and con-
sumer goods—the bilateral trade deficit—the perceived net
outflow of resources from the U.S.S.R. to other parts of

-.CMEA—may be reduced, although continued.

Western Commercial: By greater reliance on technology
transfer from Western Europe and Japan, the East and South
Europeans may—if hard currency earnings permit—stimulate
domestic economic performance.

Although a return to the easy credit, cheap oil environment of
the 1970’s is unlikely, an increase in commercial relations with the
West and in the availability of new Western credits are quite possi-
ble. New credits would likely follow Western financing and sales.
Export financing by European governments and banks may follow
corporations interested in keeping and expanding Eastern markets.
Trade promotion from the West may also foster non-conventional
forms of East-West cooperation: countertrade, industrial coopera-
tion, “buy-back’” arrangements.

Some benefits may be gained from increased trade within the
CMEA through the integration of industries, such as computers,
and by joint projects, such as pipeline construction. Although such
developments in intra-CMEA trade may tend to favor the Soviets,
for they may receive more valuable machinery and consumer goods
for their oil and gas, the benefits of expanded trade may still be
positive for all Eastern participants. The Soviet desire for the
CMEA-Six to produce more hard goods may, paradoxically,
increase shared interest in expanded Western trade in high
technology.



I. EAST EUROPEAN TRADE

OVERVIEW

By George Holliday *

In the 1980s, East European trade policymakers are facing two
crucial issues in foreign trade. The first is how to secure sufficient
supplies of energy for their domestic economies, most of which
depend a great deal on foreign energy supplies. The second is how
to pay for foreign machinery, equipment, and technology needed
for the modernization of domestic industries. Although East Euro-
pean officials have already worked with both issues, their past ap-
proaches have been ineffective and even irrelevant to the interna-
tional economic environment of the 1980s. New constraints on East
- European trade policies may require modification of past policies
and a different ordering of trade priorities.

The Soviet Union’s willingness or ability to continue to expand
exports of oil and natural gas to Eastern Europe and the ability of
the East European countries to pay for increases are the most im-
portant variables in the energy problem. According to James L.
Ellis, the volume of Soviet exports of oil to Eastern Europe doubled
and the volume of gas grew ten-fold during the 1970s. Mineral im-
ports accounted for 40 percent of total East European imports from
the Soviet Union at the end of the decade. Moreover, Eastern
Europe faced the same escalation of energy prices (though prices
increased more slowly) that Western industrial countries experi-
enced. The prices they paid for Soviet oil and gas imports tripled
between 1975 and 1980. Thus, imports from the Soviet Union pro-
vided .a solution (albeit a painful one) to Eastern Europe’s energy
needs in the 1970s.

.Continued reliance on the Soviet Union for energy supplies is
constrained both by a prospective slowdown (or, according to some
observers, a decline) in Soviet oil production and by difficulties
among the East European countries in paying for Soviet oil. While
forecasts of future Soviet oil production vary widely, most observ-
ers believe that rising domestic- consumption and the need to
export to the West (oil is the primary Soviet earner of hard curren-
cy) will make it difficult to continue increasing exports to Eastern
Europe. Although, as Ellis points out, increased imports of natural
gas from the Soviet Union may partially compensate for shortfalls
in oil deliveries, it seems likely that the Soviet Union will supply a
smaller percentage of total East European energy needs in the
future. Indeed, East European countries are already beginning to

* Specialist in International Trade and Finance, Economics Division.
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import increasing amounts of oil from oil-producing less developed
countries.

The second constraint on relying heavily on imports of Soviet
energy supplies is a payments problem. To pay the rapidly escalat-
ing bill for Soviet o1l and gas, the East European countries must
divert an increasing share of their exports away from the West and
toward the Soviet Union. Ellis concludes that such a diversion is
likely; East European trade, he says, will almost inevitably become
more oriented toward the USSR.

Such a solution to Eastern Europe’s energy problem, however,
impinges on its ability to solve a second major foreign trade issue—
how to pay for imports of machinery, equipment, and technology
needed to modernize domestic industries. Between the late 1960s
and mid-1970s, an increasing share of such imports came from the
Western industrial countries. During that period, most of the East
European countries followed a strategy of increasing rapidly their
imports of Western technology to assist modernization of domestic
industries. To facilitate such imports, East European governments
drew heavily on credits from Western official and private financial
institutions. They planned to repay the credits to the West by ex-
porting goods produced by new and modernized plants. In some
cases, East European negotiators conditioned their purchases of
Western technology on specific countertrade requirements. That is,
a condition of some contracts was an obligation by the Western
firm to take payment partially in the products produced by the
East European project that received the Western technology. In
many other cases, East European officials simply used imported
technology to build new exported-oriented enterprises which they
thought would be able to compete on Western markets.

The new East European trade strategy resulted in a rapid in-
crease in imports of Western technology. John A. Martens’ data on
Western exports of high technology products to Eastern Europe
shows a more than five-fold increase in-such exports during the
1970s. To some extent, imports of high-technology products from
the West replaced imports of machinery from the Soviet Union
that declined during the mid-1970s. The most important items
among high-technology imports from the West were machine tools
and control instruments, reflecting, as Martens points out, East Eu-
ropean efforts to mechanize and automate production processes.

For a number of reasons, the East European trade strategy did
not work as well as planned. Kasimierz Poznanski, who compares
the East European strategy with similar strategies pursued by the
newly industrializing countries, explains some of the shortcomings
of East European efforts to assimilate new technologies and com-
pete on Western markets. At the root of East European problems,
according to Poznanski, are the bureaucratic foreign trade systems,
which, despite some minor adjustments, have retained formidable
barriers to effective assimilation of foreign technologies and export
competitiveness. Among the features that have inhibited the new
trade strategies, he says, are the complete state monopoly in trade,
inconvertible currencies, multiple exchange rates, and discourage-
ment of direct foreign investment. Posnanski contrasts the reten-
tion of such policies and institutions in Eastern Europe with the



“radical reforms” of the foreign trade systems of many newly in-
dustrializing countries in Asia and Latin America. :
Poznanski concludes that one of the consequences of differences
in policies and institutions between the two groups of countries is a
steady erosion of East European competitiveness in Western mar-
kets for manufactured goods, and a corresponding improvement in
=~ the position of the newly industrializing countries. His statistical
analysis suggests that the latter countries have already surpassed
Eastern Europe as exporters of steel, ships, and passengers cars to
Western markets. Moreover, he finds some evidence that the newly
industrializing countries may soon surpass the East European level
of technology in computers, complex chemicals, aircraft, and other
advanced products.

Poznanski’s findings on the barriers to effective assimilation of
Western technology and export competitiveness among the East
European countries conform with the findings of other studies.
Zbigniew Fallenbuchl, for example, has described in detail prob-
lems of assimilating Western technology in Poland in the 1970s.* In
some cases, lack of knowledge of technological developments in the
West and poor planning of technology purchases led to poor choices
of foreign technologies. Delays in construction and installation of
machinery led to late start-ups of plants using imported technolo-
gy. Inexperienced managers, technical personnel and workers, and
inadequate supplies from complementary domestic industries
caused inefficient operation of new plants. In many cases, such
problems, combined with a general unfamiliarity with foreign mar-
kets, created problems in meeting export goals. A number of case
studies of Western technology transfer to individual projects in
Eastern Europe and the Soviet Union have found a similar pattern
of . difficulties in assimilating Western technology and producing
goods that are competitive on Western markets.2

Problems in assimilating new technologies and competing on
Western markets, exacerbated by a severe recession in the West,

.made it difficult for the East European countries to expand exports
. to the West to the extent that they had planned. Balance of trade
difficulties and high interest rates have produced serious debt bur-
dens for some East European countries and a general reluctance by
- Western creditors to extend new credits. While the need to import
Western machinery and equipment remains, Eastern European
countries have been forced to reduce sharply their imports from
the West. Martens’ statistics on Western exports of high-technology
products to Eastern Europe show a sharp decline in the 1980s. One
consequence of the cut-back in imports from the West, according to
Ellis, is that the Soviet Union has regained its importance as a sup-
plier of machinery to Eastern Europe. Since Soviet machinery is
often technologically inferior to Western machinery, however, it is
a poor second choice.
Does expanded trade with developing countries offer a solution to
East European trade problems? Several of the articles in this sec-

* Fallenbuchl, Zbigniew. “East-West Technology Transfer, Study of Poland, 1971-1980,” Paris,
Organisation for Economic Co-operation and Development, 1983, pp. 78-87.

2 These case studies are surveyed in George D. Holliday, “Survey of Sectoral Case Studies,” in
Organisgglilon for Economic Co-operation and Development, East-West Technology Transfer,
Paris, 1984.
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tion suggest that East European trade officials have sought to de-
velop trade ties with developing countries partially to compensate
for constraints on energy imports from the Soviet Union and hard
currency earnings in the Western industrial markets. Marie La-
vigne emphasizes two important East European goals in promoting
trade with developing countries: to develop alternative sources of
raw materials, especially energy, and to earn hard currency to
compensate for deficits with the industrial West. The East Europe-
an countries have been moderately successful in achieving their
goals: imports of energy have assumed a growing share of their im-
ports from developing countries, and they have earned growing
hard currency surpluses in their trade with developing countries.

Gerard Ballot and Patrick Gutman conclude that tripartite (East-
West-South) industrial cooperation is helping the East European
partners solve their major trade problems. Tripartite industrial co-
operation typically involves cooperation between an East European
country and a Western firm in building factories or other projects
in a developing country. Such arrangements help the Eastern part-
ner to penetrate the markets of pro-Western developing countries,
expand its exports of capital goods to those markets, gain access to
Western export financing, and acquire new Western technologies.
For the Western partner, Ballot and Gutman say, tripartite ar-
rangements are an effective marketing technique. By using less ex-
pensive East European inputs they can submit lower bids for
projects in developing countries. They caution, however, that the
interests of individual Western firms may not always correspond
with the long-term strategic and economic interests of Western
governments. Ballot and Gutman document 255 tripartite arrange-
ments since 1965 and conclude that they are becoming increasingly
popular among the East European countries.

It is likely that East European economic planners consider their
trade with developing countries as only a small part of the solution
of their major trade problems. While trade with the developing
countries has grown, it is still a small part of their overall trade.
According to Ellis, the developing countries’ share in total East Eu-
ropean exports rose from 8 percent in 1970 to 11 percent in 1980;
total East European imports remained in the 6 to 8 percent range.
Despité growing imports of energy from developing countries, the
Soviet Union has continued to supply-the bulk of East European
needs. And, although hard currency surpluses with developing
countries have grown, Lavigne cautions that they may be smaller
than they appear, because some payments between the two groups
are not made in hard currency.

To some extent, the trade problems confronted by East European
policymakers are due to conditions beyond their control: the world
recession, high interest rates, and rapid escalation of oil prices are
examples. Several of the authors in this section maintain, however,
that East European trade problems also have origins that are pecu-
liar to the highly centralized economic systems of those countries.
They emphasize that economic reform is an important ingredient
of any permanent solution to East European trade problems. Keith
Crane, for example, contrasts foreign trade decisionmaking in Hun-
gary and Poland, and concludes that important systemic differ-
ences between the two countries account for Hungarian success



and Polish failure in dealing with critical hard currency balance of
payments problems.? He finds the emphasis on profits in Hungari-
an firms, combined with a price system that was designed to reflect
price ratios on the world market, encouraged enterprise managers
to make decisions in accordance with comparative advantage. The
Hungarian system gave enterprises effective incentives to substi-
tute domestic inputs for costlier hard currency imports and to in-
crease production of exports that were competitive on Western
markets. The Polish system, on the other hand, provided weak in-
centives for making decisions on the basis of comparative advan-
tage.

An implication of Crane’s comparison of the Hungarian and
Polish systems is that economic reform could contribute significant-
ly to the ability of Eastern European countries to adjust efficiently
to external disequilibrium. The kind of reform Crane describes,
however, is fundamental to centrally planned economies. Most of
the East European countries have shown some willingness to ex-
periment with such minor foreign trade reforms as provisions for
protection of proprietary technologies, limited participation by for-
eign firms in domestic joint ventures, and retention of hard curren-
cy earnings by domestic firms that meet export goals. Most have
not, however, shown an inclination to reform fundamentally do-
mestic price systems. They have, in Poznanski’s words, “left the
core of the bureaucratic system unchanged.” An important ques-
tion for East European policymakers in the 1980s is whether more
fundamental reform is necessary to deal with pressing foreign
trade problems.

2 See Keith Crane ‘‘Foreign Trade Decisionmaking Under Balance of Payments Pressure:
Poland Versus Hungary” in vol. IIL
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I. SUMMARY

Examining changes in East European trade shares with various
areas of the world in the 1970’s, one notes the strong impact on
East European trade patterns of higher-priced Soviet oil and gas,
and the less pronounced effects of imports of Western industrial
machinery. At the same time, one discovers that the East Europe-
an countries restricted growth of non-energy imports from the
USSR, and of most categories of imports from one another.

Having vastly expanded purchases of Western capital equipment
in the early ’seventies, Eastern Europe also cut back sharply on
these imports in the latter ’seventies as a result of higher prices,
dwindling credit availability, and difficulties in using the equip-
ment effectively. Eastern Europe apparently did modernize its pro-
ductive capacity sufficiently, however, to remain competitive in
Western markets in many manufactured items.

Trade with lesser-developed countries became more important to
Eastern Europe in the 1970’s, providing some increased means for
offsetting trade imbalances with other areas of the world. Most
export growth occurred through increased shipments of agricultur-
al products and raw materials rather than manufactures, Eastern
Europe’s prime export to the area.

On the basis of past trends, it seems that energy requirements
will be a stronger determinant of East European trade patterns
over the rest of the 1980’s than will purchases of Western industri-

* Office of U.S.SR. and Eastern Europe, International Trade Administration, U.S. Depart-
ment of Commerce. The views expressed in this paper are solely those of the author, and should
not be construed as a statement of U.S. Department of Commerce policy.
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al machinery. East European import interests from the West are
likely to be concentrated in labor- and energy-saving equipment.
Lesser-developed countries may play an increasingly important
role in East European trade, both as markets and as participants
in three-way arrangements with Western industrial nations. There
should be continuing, though fewer, opportunities for Western
firms to sell products for specific industries targeted for moderniza-
tion and expansion.

II. INTRODUCTION

Characterized in the 1960’s by overwhelming orientation toward
the Soviet Union, the pattern of East European' trade in the
1970’s was dominated by the effects of the oil price explosion, de-
tente, and rapidly accumulated hard-currency debt. East European
trade in the 1980’s will continue to be influenced by the after-ef-
fects of the developments of the 1970’s, but will also be shaped by
the imperative of domestic economic growth.

Avoiding conjecture about political events which may affect the
course of East Kuropean foreign trade in the 1980’s, this paper ana-
lyzes trade developments in the 1970’s which will most likely con-
tinue to influence the area, as well as changing requirements in
the East European economies which will have a bearing on trade.
It assumes that the functioning of the East European economic sys-
tems will remain basically unchanged—that there will be no wide-
spread reforms which will radically affect production, currency
controls, and the effect of trade prices on domestic enterprises. It
also takes the view that the East European nations will seek to in-
crease growth of output wherever possible to improve economic
performance, and that expanded trade will remain vital to growth.

This paper does not examine the effects of hard-currency debt re-
payment on East European trade, which in the first years of the
1980’s has led to reduced imports from the West, with correspond-
ing limitations on export capabilities.? It does take this phenome-
non into account, however, in its assessment of probable future
East European trade trends.

" III. PasT PATTERNS

United Nations data make it possible to examine the directions
and composition of East European trade during the 1970’s by major
country groupings.* The data is reported in Tables 1 through 14 ap-

* “Eastern Europe” in this paper refers to: Bulgaria, Czechoslovakia, the German Democratic
Republic (GDR), Hungary, Poland, and Romania.

* Hungary has already effected reforms which cause enterprises readily to feel the effects of
changes in world prices; even in Hungary, however, a number of controls remain to protect
Hungarian enterprises and the economy from sudden fluctuations in world prices.

* A preliminary survey of the effects of East European hard-currency debt on East-West trade
has been made by Dr. Allen Lenz, among others, of the US Department of Commerce’s Interna.
tional Trade Administration in a paper entitled “Controlling International Debt: Implications
for East-West Trade.”” .

¢ International Trade Statistics, 1980, Vol. I, Special Table C. The cited data are taken from
trade matrices which utilize export data only. What is shown in the tables in this paper as East
European imports from the Industrial West and the Developing World are thus the latter areas’

rts to Eastern Europe, f.a.s.,, as reported by individual Western and developing countries.
t is indicated in the tables as East European imports from the developing countries are
probably understated, because of considerable statistical omissions by these countries. East Eu-

Continued
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pended to this paper. Trade statistics based on aggregate values
alone hide commodity price movements and so mask changes in
the terms of trade. East European trade statistics are also clouded
by official exchange rates, which are usually exaggerated with re-
spect to Western currencies, and may also tend to understate the
market value of trade with the Soviet Union. Nonetheless, if these
aggregate values are considered as shares of total exports and im-
ports over time, they serve to indicate areas of decreased or im-
proved competitiveness for different commodity categories, and so
point to past adverse trends and future trade potential. Eastern
Europe’s export and import shares for 1970-80 with major trading
partner groups are listed in Tabulations A and B adjacent, and
show the changing importance of commodities traded with various
supplier groups and export markets.

1. Soviet-East European Trade

East European imports from the USSR during the 1970’s are
dominated by a ten-fold increase in outlays for mineral fuels.
Whereas energy materials accounted for some 15 percent of East
European imports from the USSR in 1970, by the end of the ’seven-
ties they had grown to 40 percent. Part of the increase was due to
expanded delivery volumes of Soviet oil, which nearly doubled, and
natural gas, which grew about ten-fold; but Eastern Europe also
had to pay more for the oil and gas it imported, particularly after
1975. Between 1975 and 1980, the price of both Soviet oil and gas
delivered to Eastern Europe approximately tripled.

Eastern Europe was thus, early on, subject to the effects of the
world oil price explosion, which by 1983, through the automatic
price-setting mechanism in the CMEA,* had pulled the price of
Soviet oil delivered to Eastern Europe nearly up to Western
market levels. This development gave rise to a strong deterioration
in Eastern Europe’s terms of trade with the Soviet Union, as well
as to East European appeals to the USSR for compensating intra-
CMEA trade adjustments, but to little avail. Another effect of in-
creased Soviet oil prices in the 1970’s was that the East European

ropean export data, on the other hand, are assumed to be relatively accurate and complete. For
example, a comparison of East European exports to the United States, as given in the UN Table
C, and US import data for the respective years, shows a close correspondence in values. A signif-
icant distortion might arise in East European export data with respect to exports to the Soviet
Union, because of an artificially high exchange rate which is probably used in converting this
trade, largely denominated in so-called transferable rubles, into US dollars. This potential over-
valuation is probably balanced to some extent, however, by prices assigned to CMEA-traded
goods, which are frequently lower than those prevailing on world markets.

Any tabulation of East European trade is distorted by statistical problems, chief among them
being difficulties in arriving at realistic exchange rates, differing methods of accounting, and
lags in data collection, all of which are dealt with at length by Paul Marer in an article entitled
«Toward a Solution of the Mirror Statistics Puzzle in East-West Commerce” in International
Economics: Comparisons and Interdependence (F. Levcki, ed., Springer, Vienna/New York,
1978). It is assumed that some of these problems are avoided by using UN data, which is subject
to crosschecking of different member countries’ trade data submissions, and to presumably uni-
form statistical treatment. Moreover, many statistical discrepancies become relatively minor in
reference to the large country and product groupings discussed in this paper, which seeks
simply to show changes in East European export and import product structure to various areas
over the past decade. Most of these statistical problems, therefore, probably do not significantly,
affect the paper’s conclusions.

sThe Council for Mutual Economic Assistance, currently comprising Eastern Europe, the
USSR, Cuba, Mongolia, and Vietnam. Where the term “CMEA” is used in this paper, it is
meant to refer only to the USSR and Eastern Europe, and to exclude the other member coun-
tries.
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nations began to buy more energy materials from the oil-exporting
lesser-developed countries (LDC’s): Imports of energy materials
from LDC’s increased from less than 0.5 percent of total East Euro-
pean imports in 1970 to over 3 percent by 1980.

TABULATION A.—DISTRIBUTION OF EAST EUROPEAN IMPORTS BY AREA AND SITC PRODUCT
CATEGORY, SELECTED YEARS, 1970-80

[Percent of total imports] *

Area/category . 1970 1975 1979 1980
World 100.00 100.00 100.00 100.00
0-1: Food, beverages, tobacco 10.54 791 8.92 9.48
2/4: Crude materials 13.06 10.12 10.06 10.06
3: Mineral fuels 8.41 13.27 19.13 21.26
5: Chemicals 5.99 6.72 6.74 6.96
T: Machinery, transport equipment 30.18 3248 30.37 28.87
6/8: Other manufactures 25.77 25.25 21.49 20.28
Industrial West 23.66 3043 28.26 21.24
0-1: Food, beverages, tobacco 2.74 275 393 4.60
2/4: Crude materials 2.43 2.16 2.50 2.2
3: Mineral fuels A48 35 58 .66
5: Chemicals 3.07 433 439 446
T: Machinery, transport equipment 1.33 10.62 8.44 157
6/8: Other manufactures 7.44 10.00 8.16 145
Lesser Developed Countries 6.46 1.26 6.79 8.01
0-1: Food, beverages, tobacco 2.1 2.04 1.9 2.25
2/4: Crude materials 243 2.00 149 1.62
3: Mineral fuels .26 2.25 2.52 3.30
5: Chemicals 13 09 0 08
7: Machinery, transport equipment .02 04 01 .02
6/8: Other manufactures .87 .83 68 1
Eastern Europe 29.09 26.15 2433 23.75
0-1: Food, beverages, fobacco 231 1.84 1.74 1.73
2/4: Crude materials 1.12 .58 10 )|
3: Mineral fuels 1.75 147 141 1.25
5: Chemicals 1.84 1.59 1.40 145
7: Machinery, transport equipment 14.47 13.93 13.12 12.92
6/8: Other manufactures 1.29 6.54 5.71 5.43
Soviet Union 39.32 34.82 38.86 39.27
0-1: Food, beverages, tobacco 243 101 89 53
2/4: Crude materials 6.81 511 5.05 5.14
3: Mineral fuels 591 9.20 14.62 16.08
5: Chemicals 91 .67 .83 .92
7: Machinery, transport equipment 831 7.85 8.75 831
6/8: Other manufactures 9.39 7.20 6.02 5.81
China/Communist Asia 145 1.35 176 172
0-1: Food, beverages, tobacco 29 .28 37 .36
2/4: Crude materials 29 .26 33 32
3: Mineral fuels .00 .00 00 00
5: Chemicals 03 05 05 .05
7: Machinery, transport equipment .05 .04 05 .05
6/8: Other manufactures 1 68 91 89

+ Subsidiary percentages do rot add up to area totals, which include unidentified items.
Source: Tables 1-7.
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TABULATION B: DISTRIBUTION OF EAST EUROPEAN EXPORTS BY AREA AND SITC PRODUCT
CATEGORY, SELECTED YEARS, 1970-1980

[Percent of tota! exports] *

Area/category 1970 1975 1979 1980
World 100.00  100.00 100.00 100.00
0-1: Food, beverages, tobacco 12.86 11.68 10.27 10.32
2/4: Crude materials 5.74 4.26 429 441
3: Mineral fuels 5.30 7.84 7.54 8.10
5: Chemicals . 6.91 131 7.00 7.64
7: Machinery, transport equipment 381 41.21 4347 42.99
6/8: Other manufactures 29.51 26.70 26.47 25.93
Industrial West 24.34 4.1 26.58 26.26
0-1: Food, beverages, tobacco 5.60 419 369 3.36
2/4: Crude materials 3.22 2.34 2.40 2.32
3: Mineral fuels 231 439 491 5.56
5: Chemicals 1.69 1.90 2.10 2.36
7: Machinery, transport equipment 2.75 373 3.89 3.68
6/8: Other manufactures 8.58 148 9.37 8.82
Lesser Developed Countries 7.59 923 10.01 11.29
0-1: Food, beverages, tobacco 4 1.22 1.40 1.60
2/4: Crude materials 25 30 41 46
3: Mineral fuels 18 31 .28 27
5: Chemicals it 1.04 1.10 131
7: Machinery, transport equipment 331 373 3.89 4.42
6/8: Other manufactures 2.35 2.56 2.89 3!
Eastern Europe 28.21 28.04 2533 24.717
0-1: Food, beverages, tobacco 2.30 197 1.81 181
2/4: Crude materials 1.08 62 13 74
3: Mineral fuels 1.70 1.58 1.46 1.30
5: Chemicals 1.79 1.70 1.46 1.51
7: Machinery, transport equipment 14.03 14.94 13.67 13.47
6/8: Other manufactures 1.07 7.02 5.95 5.66
Soviet Union 37.40 3535 35.17 34.24
0-1: Food, beverages, tobacco 399 4.00 323 339
2/4: Crude materials 97 .68 53 .57
3: Mineral fuels 98 1.29 a7 .59
5: Chemicals 2.58 244 2.05 2.15
7: Machinery, transport equipment 17.63 17.66 20.56 19.75
6/8: Other manufactures 10.92 8.87 1.78 7.66
China/Communist Asia 217 1.96 2.25 2.21
0-1: Food, beverages, tobacco 11 10 12 14
2/4: Crude materials ' 22 18 23 25
3: Mineral fuels 14 12 11 12
5: Chemicals 14 25 .28 K]
7: Machinery, transport equipment 1.02 .83 1.03 91
6/8: Other manufactures 52 47 4 45

+ Subsidiary percentages do not add up to area tolals, which include unidentified items.
Source: Tables 8-14.

As imports of energy materials from the USSR increased in im-
portance for Eastern Europe, other import categories from the
Soviet Union declined as a share of total East European imports.
Most notable were the falls in the shares of manufactures other
than machinery and transport equipment, and of non-fuel raw ma-
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terials. The relative declines show that Eastern Europe continued
to depend on the Soviet Union to keep its industry running, albeit
with reduced raw materials inputs, at the expense of items which
might have contributed more directly to its standard of living.

Toward the middle of the decade, East European purchases of
Soviet machinery also declined as a share of total East European
imports, as Eastern Europe turned increasingly to the West for
such items; but by the end of the decade the USSR had regained its
importance as a machinery supplier. Growth in the value of Soviet
machinery and energy exports caused the USSR by 1979 to provide
the same share of East European imports that it had at the begin-
ning of the decade. Overall, the USSR supplied 39 percent of East-
ern Europe’s import needs, by value, at the beginning of the
decade; dropped to a low of 30 percent in 1974, then climbed stead-
ily back to a 39-percent level by 1980.

East European export shares to the USSR over the 1970’s, on the
other hand, show a general decline in all categories except machin-
ery and transport equipment. The increase in the share of machin-
ery toward the end of the decade underlines Eastern Europe’s re-
sponse to higher Soviet oil prices, and raises the question of how
much machinery exported to the USSR might otherwise have been
sold on Western markets.

Despite the decline in export shares of food and raw materials
shipped to the USSR, Eastern Europe sold increasing quantities of
raw materials to the Soviet Union as a result of higher Soviet oil
prices. To compensate for declining terms of trade with the Soviet
Union, the East European countries shipped increasing quantities
o}fl' orgs and metals, timber, and textiles to the USSR throughout
the 1970’s.¢

2. Intra-East European Trade and Integration

Over the decade, intra-East European trade as a portion of East-
ern Europe’s total trade declined from nearly 30 percent to around
25 percent. The decline was accounted for almost entirely by slight
falls in the shares of food, raw materials, and non-machinery man-
ufactures. The share of these categories may have declined partly
as a result of price changes: the intra-CMEA prices of these com-
modities probably tended to deteriorate relative to prices for such
categories as machinery and chemicals; but as for food, it is likely
that decreasing quantities were traded owing to a number of bad
harvests.

A proliferation of specialized production and trade arrangements
in the seventies among the East European countries does not
appear to have led to a corresponding expansion of trade. Undoubt-
edly, the agreements tended to formalize trading relationships, but
there is no evidence that they had any noticeable impact on intra-
East European trade, which in any case continued to be con-
strained by strong nationalistic forces to preserve economic au-
tarky.

. *See Thomas A. Wolf, “Changes in the Pattern of Soviet Trade with the CMEA and the ‘Non-
Socialist’ Countries”, Table 6, in the collected papers of the 1983 NATO Economics Colloquium,
Brussels, Belgium.



12

3. East-West Trade

The 1970’s saw the Industrial West assume a greater proportion
in the trade of most of the countries of Eastern Europe as they im-
ported capital equipment on a vastly expanded scale to stimulate
economic growth. Already relatively high for Romania in 1970, the
share of the Industrial West in imports had grown noticeably by
1980 for Poland and Hungary, and also registered perceptible ad-
vances for the GDR and Bulgaria. Much of the heightened import
activity was made possible by large extensions of credits by the
West, since the East European countries, lacking exportable petro-
leum, were unable to generate enough export growth to the West
to offset expanded imports. Romania alone was able to participate
in the boom in crude oil prices to finance a substantial portion of
its imports from the West; but by 1976 Romania’s exportable oil
surplus had ceased to exist, as a result of growing domestic demand
and declining domestic production.

Eastern Europe’s growth strategy of importing substantial
amounts of Western capital equipment was cut short in the latter
1970’s by the confluence of three main forces. One was the unfavor-
able development of Eastern Europe’s terms of trade with the
West: Prices of East European exports of machinery to the West
lagged behind prices of imported machinery, pushed rapidly
upward by oil-fueled inflation. Later in the decade, the East Euro-
pean countries reached the limits of their ability to borrow on
. Western capital markets, and bankers’ reluctance to extend new
. loans became widespread with the onset of the Polish crisis. A
third negative influence was the effect of the East European eco-
nomic systems themselves—expensive imported . equipment fre-
quently lay idle or was-used- inefficiently, most often because of
planning mis-coordination and the.rigidities of centralized control.

As a result of these -developments, East European planners
sharply curtailed Western capital equipment imports. Thus, the
larger share which imports of machinery and transport equipment
from the West occupied in total East European imports in the mid-
'seventies, had by the end of the decade fallen back to 1970 levels.
Less affected by the negative tendencies were:East European im-
ports from the West of manufactures other than machinery and
transport equipment, which continued to fill gaps in domestic pro-
duction.

Imports of agricultural goods from the Industrial West grew no-
ticeably toward the end of the decade, because of harvest shortfalls
and perennial difficulties in expanding domestic production. Like
the Seviet.Union, Eastern Europe was beset-by the problem of find-
ing adequate feedstuffs to accommodate planned expansion of live-
stock herds and domestic meat supplies. Unlike the USSR, howev-
er, most of the nations of Eastern Europe started from a higher
level of per capita meat consumption and so were relatively less de-
pendent on increased agricultural imports for enhancing the diet of
their populaces. Consequently, agricultural imports from the
United States, Eastern Europe’s largest supplier in the late 'seven-
ties, showed marked cutbacks in the period of general East Europe-
an import retrenchment evident after 1980.
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Exports to the West in the seventies, on the other hand, showed
perceptible increases in shares of total East European exports in
the categories of mineral fuels (principally refined products),
chemicals, and all types of manufactures. It is remarkable that
East European exports of machinery and transport equipment
grew somewhat as a share of total East European exports; evident-
ly, Eastern Europe at least maintained its relative competitiveness
in this category. To that extent, its strategy of updating its plants
with imports of Western machinery succeeded.

The strong advance of East European exports of mineral fuels
and chemicals to the West reflected a sizable build-up of petroleum-
refining capacity, in Romania in particular, but also in the GDR,
Czechoslovakia, and Hungary. Thus, although battered by rising
crude oil prices, the East European nations took advantage of a
concurrent rise in oil product prices to export some of their petrole-
um imports as refined products at considerable profits. At the same
time, however, in significantly expanding their petroleum refining
capacity, they made themselves vulnerable to fluctuations in feed-
stock pricing and availability.

Shipments of agricultural products, a traditional East European
export to the West, declined during the 1970’s as a share of total
East European exports. The fall reflected national scarcities and a
re-direction of some of this trade toward the LDC'’s, particularly
the OPEC nations.”

4. LDC Trade

While the role played by the LDC’s in East European trade is
still smaller than it is in the trade of the Industrial West, com-
merce with the LDC’s became more important to Eastern Europe
in the 1970’s.® The share of LDC’s in total East European exports
rose from 8 percent in 1970, to 11 percent in 1980, while the LDC
share in East European imports held steady at 6-8 percent. Trade
with the LDC’s thus provided Eastern Europe with increased
means for offsetting its trade imbalances with other areas of the
world.

Strongest East European export growth occurred in agricultural
products and raw materials; much of this increase was directed to
the oil-exporting LDC’s. East European exports of all types of man-
ufactures, on the other hand, continued to account for the bulk of
all East European deliveries to LDC’s although their share in East
European exports to the area declined from 74 percent in 1970 to
67 percent in 1980.

On the import side, LDC shipments to Eastern Europe held virtu-
ally constant shares of total East European imports throughout the
1970’s, with the exception of oil deliveries. As early as 1975, oil im-
ports from LDC’s had assumed a share of some 35 percent in total
East European imports from the area. Outside of this shift, howev-

7 See Ronald G. Oechsler and John A. Martens, “East European Trade with OPEC: A Solution
to Emerging Energy Problems?”, in East European Economic Assessment, Part 2 (Joint Econom-
ic Committee of the US Congress, 10 July 1981).

* For a fuller discussion, see James L. Ellis, “Eastern and Western Trade with LDC’s: Trends
and Prospects” in the collected papers of the 1983 NATO Economics Colloquium, Brussels, Bel-
gium.
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er, the picture which emerges is that Eastern Europe was able. to
maintain a relative price advantage in its trade with LDC’s, assum-
ing that the quantities of commodities traded other than oil did not
change radically.

IV. FUTURE POSSIBILITIES

East European trade with various areas of the world in the rest
of the 1980’s will undoubtedly follow many of the trends which de-
veloped in the 1970’s, reflecting East European governments’ con-
tinuing attempts to deal with long-term constraints on economic
growth. Certainly, energy considerations will loom large in East
European trade orientations. Soviet oil deliveries will remain a siz-
able, although probably declining, component of East European im-
ports. To whatever extent the USSR diminishes oil exports to East-
ern Europe, recent trade trends and rapidly growing Soviet gas
production suggest that the USSR will further expand deliveries of
natural gas, although at prices probably closely corresponding to
world levels. Energy imports from the Soviet Union will thus not
decline in importance for Eastern Europe, and will have a strong
influence on other East European trade possibilities.

Deliveries of Western machinery to Eastern Europe, on the other
hand, will probably not regain the market share they had in the
mid-'seventies, because of the persistence of the barriers to borrow-
ing and buying in the West which arose toward the end of the past
decade. Eastern Europe will continue to seek Western technology
deemed essential to economic growth, but will keep such purchases
to a minimum in view of hard-currency constraints.

Another reason why Western manufactures will probably not
. regain their former prominence in East European imports derives
from Eastern Europe’s observed tendency to export more machin-
ery and equipment to the Soviet Union to pay for higher-priced
energy imports. With Eastern Europe’s machinery production once
again more oriented to the Soviet market, there will be less moti-
vation to modernize it with Western equipment. With more ma-
chinery and equipment being CMEA-built, additional spare parts
will aiso be manufactured and supplied in the CMEA, thus rein-
forcing intra-CMEA trade in machinery still further.

Eastern Europe will doubtless continue to import some Western
machinery and equipment to keep its own machinery production
industries competitive on Western and LDC markets, to the extent
possible. But lacking either the will or the means to engage in bor-
rowing in the West on past scales, it will be unable to renew its
industry in the 1980’s to the extent attempted, with only modest
success, in the ’seventies. Eastern Europe will thus be less able to
sustain economic growth through general industrial expansion and
renovation; instead, it will have to concentrate on the development
of specific, narrow industrial sectors, and expansion of service sec-
tors.

As for other East European potential import trends, purchases of
agricultural goods from the West may show some bouyancy, de-
pending on East European recovery from its hard-currency finan-
cial constraints. In addition, LDC resources might be further devel-
oped and utilized with East European assistance and countertrade
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to provide alternative sources of raw materials, although the USSR
will remain Eastern Europe’s principal supplier.

On the export side, past East European trade patterns show po-
tential for expanding deliveries of refined chemicals and petro-
chemicals and a range of machinery and manufactures to both
LDC’s and the Industrial West. This potential may prove to be es-
pecially important in obtaining vital raw materials and in earning
convertible currencies. As indicated, part of this potential will be
offset, however, by increased exports of machinery and equipment
to the USSR to pay for higher-priced energy supplies and to partici-
pate in joint energy development projects on Soviet soil. To cut
their losses from the export of such potential hard-currency exports
to the USSR, the East European nations might widely try to obtain
llljigber prices for “new” machinery products delivered to the Soviet

nion.

Beyond such general trends, one can analyze likely future East
European imports from the West, and areas offering greatest po-
tential for expanded exports, on the basis of observations regarding
domestic output. Eastern Europe’s primary import needs for in-
creased domestic production can be specified as products and cap-
ital goods which are labor-saving or promote conservation of raw
materials and energy.

1. Import Needs From West

Even under its current highly redundant standards of work orga-
nization, Eastern Europe experiences widespread shortages of prop-
erly trained labor. To meet the problem of limited labor supplies, it
is compelled to seek labor-saving devices and ideas both at home
and abroad. An important source of such devices and ideas will
doubtless continue to be the Industrial West.

Eastern Europe will also undoubtedly continue to seek capital
equipment from the West, although, as already noted, probably not
on the scale of the 'seventies. As in the past, the type of equipment
sought will be that which promises to reduce input requirements or
raise the value of output significantly.

In addition to seeking specific capital equipment as a means to
increase economic growth, planners will surely give more attention
to services as a component of growth in their economies, just as
services have become a basis for growth in the West. To some
extent, the East European nations will continue to seek capital
equipment which can substitute for services, such as computers
and electronics. Alternatively, they may be increasingly attracted
to importing Western service techniques, through licenses and serv-
ice contracts.

Having come near the limits of their ability to finance imports of
capital equipment from the West, the East European countries can
be expected to insist increasingly on cooperation arrangements and
countertrade transactions. To the extent that LDC’s are usually
more willing than Western industrial nations to engage in such
transactions, the East European countries may increasingly seek to
conclude them with LDC'’s, as a means to obtaining LDC products,
which can in part be re-exported to the West for desired capital
equipment and services.
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2. Potential Exports to West

To pay for its imports from the West in the 1980’s Eastern
Europe will probably have greatest export potential in the areas of
industrial goods, chemicals, and other manufactures, in line with
past trends. Eastern Europe’s primary means of competing in the
West with its industrial goods will be through lower prices, since
East European industrial output shows little indication of overcom-
ing its technological lags. Certain countries of Eastern Europe may
try to build on their specialized experience in specific industrial
sectors to complement output of Western industries.

In more traditional industrial areas, such as machine tools, East-
ern Europe’s primary market will probably be the CMEA area, al-
though dynamic demand might develop in some LDC’s in connec-
tion with industrial cooperation arrangements. LDC’s could grow
in significance in connection with exports of manufactures and
processed foods from Eastern Europe, especially where counter-
trade transactions can be arranged.

Just as Eastern Europe may import more services from the West
in the 1980’s, it also has the potential to export a variety of serv-
ices to a potentially growing number of clients. LDC’s may become
prime targets for East European construction project design, be-
cause of East European experience with projects suited to LDC
needs and probably lower component costs. GDR-Polish shipping,
on the other hand, will probably remain competitive in most parts
of the world, in conjunction with Soviet cargo services.

V. CONCLUSIONS

Eastern Europe’s trading patterns in the 1980’s will be deter-
mined by efforts to overcome trade obstacles encountered in the
1970’s, growing domestic production needs, and changing export po-
tential. As a result, East European trade will almost inevitably
become more oriented toward the USSR; but at the same time,
Eastern Europe could become a more important competitor in LDC
markets in certain product categories. In terms of the West’s total
trade volume, this potential competition will remain relatively in-
significant; its most tangible result might be a marginal increase in
Eastern economic influence in some LDC’s. At the same time, East-
ern Europe could expand the share of its exports to Western mar-
kets; but it will probably not increase the relative volume of im-
ports from the West. There will be continuing opportunities, how-
ever, for Western firms to sell products for specific industries tar-
geted for modernization and expansion.



TABLE 1.—EAST EUROPEAN IMPORTS, 1970-80

[tn millions of dollars, f.0.b.)

Origin 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
World * 17,186 18,823 22,265 29,849 38317 47,246 50,323 55,962 64,438 72,861 82,042
Industrial West * # 4,066 4,699 5983 8,843 12,850 14,378 14,630 14,809 17,504 20,589 22,347
EEC: » 2,395 2,831 3,652 5,385 1135 8,416 8,231 8,399 9,937 11,451 12,278
United States 233 220 275 605 821 946 1,190 912 1,421 2,066 2,340
Japan 107 158 232 325 513 574 549 136 697 808 807
Communist areas ¢ 12,008 13,005 14,877 19,223 22,385 29,438 31,668 36,833 42,743 47,323 53,123
USSR 6,758 7,241 7,841 9,828 11,504 16,449 17,385 20,731 24,808 28,314 32,221
Eastern Europe 5,000 55811 6,760 8,983 10,343 12,352 13,544 15,187 16,728 17,127 19,487
China/ComMUNISt ASIA..........cceveoeemsmrsserssnsrens 250 253 276 412 538 637 739 915 1,207 1,282 1,415
LDC's s 1,110 1,130 1,405 1,783 3,082 3,430 4,024 4319 4,190 4,950 6,571
OPEC » 111 161 269 329 803 1,140 1,527 1,442 1,685 2,023 2,822
Other Africa 292 298 428 495 848 1,008 921 845 927 1,194 1,666
Other South AMENICA.........coveeresevmmerssrsessnsnrrne 403 387 419 627 984 927 1,187 1,665 1,236 1,576 1,791

+ Excluding intra-German trade.
* Developed market economies, as defined in “U.N. Standard Country Codes
2 Including Denmark, fceland, and the United Kingdom.

* Excluding Yugostavia,
s Developirg market economies, as defined in “UN Standard Country Codes.”
cuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi

* Algeria,
7 Excluding Zimbabwe.

,” Annex 1I, Statistical Papers, Series M, No. 49,

Source: “UN Yearbook of International Trade Statistics, 1980, pp. 1089-93 (vol. 1); 1981, pp. 1119-23 (vol. 1).

Arabia, United Arab Emirates (Abu Dhabi and Dubai) and Venezueta.

LT



TABLE 2.—EAST EUROPEAN IMPORTS OF FOOD, BEVERAGES, AND TOBACCO (SITC, REV. 0-1), 1970-80

(I millions of dollars, f.0.b.]

1974

Origin 1970 1971 1972 1973 1975 1976 1977 1978 1979 1980
World 1 1,811 2,059 2,061 2,856 3,176 3,739 4,319 4,852 5175 6,501 1,175
Industrial West * 2 ) 471 594 689 1,080 1,164 1,299 1,804 1,380 2,025 2,863 3,770
EEC1 2 228 265 341 458 435 350 431 389 583 813 1,324
United States 74 115 104 341 352 467 132 394 762 1,217 1,539
Japan 1 0 1 1 1 1 1 1 1 1 1
Communist areas ¢ 875 1,017 835 1,032 1,495 1,476 1,286 1,806 1,758 2,187 2,128
USSR 418 524 302 342 492 s 147 524 308 648 437
Eastern Europe 407 446 480 632 877 869 985 1,087 1,193 1,268 1,420
China/COMMUNISE ASIA.....vccecreererrereresimessurirsvnnsesnin 50 47 53 58 126 132 154 195 257 271 299
LDC's & 465 447 538 744 1,116 963 1,230 1,666 1,392 1,451 1,850
QPEC e 30 40 39 53 68 56 66 93 126 119 304
Other Africa ” 64 69 83 133 172 166 172 247 198 106 326
QOther South America 287 m 308 445 746 624 826 1,213 1912 1,094 1,163

1 Excluding intra-German trade.

2 Developed market economies, as defined in “UN Standard Country Codes,” Annex I, Statistical Papers, Series M, No. 49.

= |ncluding Denmark, Iceland, and the United Kingdom.
* Excluding Yugoslavia,
s Developing market economies, as defined in “UN Standard Country Codes.”

« Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai) and Venezuela.

7 Excluding Zimbabwe.
Source: “UN Yearbook of International Trade Statistics, 1980,” pp. 1095-99 (Vol. I); 1981, pp. 1125-29 (Vol. ).
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TABLE 3.—EAST EUROPEAN IMPORTS OF CRUDE MATERIALS, EXCLUDING FUELS, OILS, AND FATS (SITC, REV., 2/4), 1970-80

[In millions of dollars, f.0.b.)

Origin 1970 1971 1872 1973 1974 1975 1976 19717 1978 1979 1980
World * 2,245 2,245 2,515 3,251 3,973 4,782 4,602 5,556 5848 7,331 8,251
Industrial West * 2 a7 414 556 859 1,088 1,021 1,097 1,204 1,367 1,821 1,859
EEC: s 133 137 175 261 348 297 315 355 394 496 579
United States 72 54 97 151 1 152 190 194 265 415 346
Japan 11 11 7 8 28 23 15 23 30 36 40
Communist areas ¢ 1,412 1,417 1,576 1,882 2,000 2,814 2,602 3,485 3,575 4,426 5,061
USSR 1,170 1,150 1,274 1,535 1,657 2,415 2,166 2,921 2,908 3617 4,215
Eastern Europe 192 216 214 240 242 274 288 388 43y 509 580
China/COmMURISt ASI3 ....vvvssereerrseesrssssessessssnros 50 51 58 107 101 125 148 176 224 240 266
LDC's = 417 414 413 515 885 947 902 868 906 1,085 1,331
OPEC (6) 40 43 38 41 69 60 98 59 64 67 94
Other Africa (7) 141 166 168 191 452 523 354 344 291 356 411
Other South AMEMCA.......occerrrermrrmerarssersrrssesios 101 96 74 120 141 160 185 206 174 214 376

1 Excluding intra-German trade. . )

* Developed market economies, as defined in “UN Standard Country Codes,” Annex I, Statistical Papers, Series M, No. 49
* Including Denmark, Iceland, and the United Kingdom.

« Excluding Yugoslavia.

s Developing market economies, as defined in “UN Standard Country Codes.”

« Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai) and Venezuela.

7 Excluding Zimbabwe.
Source: “UN Yearbook of International Trade Statistics, 1980, pp. 1103-07 (vol. 1): 1981, pp. 1133-39 (vol. ¥).
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TABLE 4.—EAST EUROPEAN IMPORTS OF MINERAL FUELS AND RELATED MATERIALS (SITC, REV., 3), 1970-80

[In millions of dollars, f.0.0.]

Origin 1970 1971 1972 1973 1974 1975 . 1976 1977 1978 1979 1980
World * 1,445 1,608 1,992 2,478 3,291 6,272 7,282 8,921 10,933 13,940 17,446
Industrial West » 2 83 67 83 113 140 167 182 205 259 425 541
EEC» » 36 49 63 82 87 112 110 85 117 289 302
United States 29 5 2 6 7 18 11 56 36 46 89
Japan 0 0 0 0 0 1 1 1 2 4 56
Communist areas ¢ 1,317 1,458 1,695 2,118 2,474 5,041 5,683 1,384 9,230 11,676 14,221
USSR 1,016 1,167 1,395 1,766 2,015 4,345 4,908 6,541 8,315 10,650 13,19
Eastern Europe 301 291 301 352 459 696 775 843 914 1,025 1,024
China/COMMUDISE ASIA ..voveersrmeserorscsisssnsenessnsssssens 0 0 0 ] 0 0 0 0 1 1 1
LDC's s 45 83 213 247 677 1,064 1417 1,332 1,444 1,839 2,704
OPECe Kl 75 182 222 649 1,008 1,351 1,276 1,387 1,815 2,402
Other Africa * 21 14 102 107 135 216 315 174 349 630 863
Other South America 0 0 1 3 4 4 1 5 14 20 8

+ Excluding intra-German trade. _

= Developed market economies, as defined in “UN Standard Country Codes,” Annex fl, Statistical Papers, Series M, No. 49.
*including Denmark, lceland, and the United Kingdom.

« Excluding Yugostavia. .

s Developing market economies, as defined in “UN Standard Country Codes.”

« Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

7 Excluding Zimbabwe.
Source: “UN Yearbook of Internationa! Trade Statistics, 1980,” pp. 1125-29 (vol. 1); 1981, pp. 1159-63 {vol. 1).
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TABLE 5.—EAST EUROPEAN IMPORTS OF CHEMICALS (SITC, REV., 5), 1970-80

[In miflions of dollars, f.0.b.]

QOrigin 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
World » 1,030 l,lSd 1,349 1,878 3,033 3,175 3,219 3,555 4,159 4914 5710
Industrial West » 2 521 608 m 1,113 2,111 2,045 2,055 2,213 2,633 3,202 3,663
EEC2 2 348 400 518 765 1,439 1,346 1,405 1,632 1,841 2,256 2,543
United States 12 10 12 13 26 40 41 38 33 67 58
Japan 13 14 2 26 77 51 53 63 61 n 90
Communist areas ¢ 479 517 546 742 876 1,089 1,196 1312 1,491 1,660 1,980
USSR 157 166 182 214 253 318 314 373 475 604 752
Eastern Europe 3 347 362 520 609 749 857 914 982 1,019 1,188
China/Communist ASIa............c.cocerecvecreeroemrone 5 4 2 8 14 22 25 25 34 37 40
LDC's s 23 25 26 24 46 4 29 29 36 52 66
OPEC 1 1 0 0 1 1 0 1 0 o3 5
QOther Africa ¢ 14 17 14 1 16 14 7 8 12 17 22
Other South AMENiCa............ovocooerrrerereorererrrer 7 5 6 3 12 12 11 9 6 19 24

+ Excluding intra-German trade.

2 Developed market economies, as defined in “UN Standard Country Codes,” Annex Il, Statistical Papers, Series M, No. 49.
* Including. Denmark, Iceand, and the United Kingdom.

* Excluding Yugoslavia. o

* Developing market economies, as defined in “UN Standard Country Codes.”

¢ Excluding Zimbabwe.

Source: UN. Yearbook of International Trade Statistics, 1980, pp. 1129-33 (vol. 1); 1981, pp. 1163-69 (val. 1.
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TABLE 6.—EAST EUROPEAN IMPORTS OF MACHINERY AND TRANSPORT EQUIPMENT (SITC, REV., 7), 1970-80

{In millions of dollars, f.0.b.]

Origin 1970 1971 1972 1973 1974 1975 1976 19717 1978 1979 1980
World * 5,186 6,015 7,486 10,449 12,574 15,345 16,292 18,430 21,260 22,125 23,682
Industrial West * 2 1,259 1,500 2,026 2,868 3,879 5,015 4,772 5,184 6,040 6,146 6,213
EEC: 2 879 1,039 1,415 1,940 2,548 3,284 3,160 3,233 3,799 3,894 3,825
United States 24 26 41 66 199 220 158 180 268 198 222
Japan 23 53 103 165 192 277 236 412 380 395 330
Communist areas ¢ 3924 4,508 5,449 7,564 8,686 9,312 11,503 13,235 15211 15,970 17,455
USSR 1,428 1,669 2,055 2,723 3,205 3,709 4,237 5,079 6,029 6,375 6,818
Eastern Europe 2,487 2,832 3,389 4,835 5,466 6,582 7,242 8,135 9,155 9,562 10,600
China/COmMUNISE ASIA .....ccvcrrercercrmessssmsesesumannsssssnans 9 7 5 6 15 21 24 21 27 33 37
LDC's & 3 8 10 17 10 18 16 11 15 10 15
0PEC
Other Africa ¢ 1 0 2 1 1 5 1 0 0 0 1
Other South AMENICA....c..oceuemencarirismisiensinsssrisnisannns 0 1 1 3 2 6 6 1 1 2 1

+ Excluding intra-German trade.

= Developed market economies, as defined in “UN Standard Country Codes,” Annex {i, Statistical Papers, Series M, No. 43.

s Including Denmark, Iceland, and the United Kingdom.
« Excluding, Yugoslavia.

s Developifiy market economies, as defined in “UN Standard Country Codes.”

o Excluding Zimbabwe.

Source: UN Yearbook of International Trade Statistics, 1980, pp. 1133-37 (vol. 1); 1981, pp. 1169-73 (vol. ).
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TABLE 7.—EAST EUROPEAN IMPORTS OF OTHER MANUFACTURED GOODS (SITC, REV., 6/8), 1970-80

['n millions of dollars, f.0.b.]

Origin 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
Warld +, 4,429 4,795 5990 1,690 9,799 11,929 12,076 12,793 13,972 15,656 16,639
Industrial West * 2 1,279 1,490 1,815 2,759 4,368 4,725 4,587 4471 5,034 5,948 6,110
EEC: » 748 916 1,109 1,806 2,797 "2,940 2,702 2,667 3,017 3,936 3,945
United States 21 10 20 26 58 45 56 49 54 60 81
Japan 60 80 99 125 261 213 240 236 220 290 284
Communist areas ¢ 2,999 3,155 3,969 4,697 5,084 6,813 1,114 7,911 8,538 9,215 9,951
USSR 1,614 1,684 1,854 2,121 2,207 3,401 3472 3,778 4,335 4,389 4,766
Eastern Europe 1,253 1,332 1,969 2,357 2,613 3,091 3210 3,664 3,576 4,161 4,452
China/Communist ASIa............rovreseeerensrersersnssenss 132 139 146 219 264 321 372 469 627 665 133
LDC's = . 150 151 206 233 346 392 429 411 400 494 579
OPECe 9 5 9 9 13 14 10 14 8 19 16
Other Africa 7 51 34 57 52 T 83 ) 16 7 84 42
Other South AMENICa............cccomrroercoerssessseserins 7 16 28 54 19 120 147 130 128 168 219

+ Excluding intra-German trade.

* Developed market economies, as defined in “UN Standard Country Codes,
2 Including Denmark, Iceland, and the United Kingdom.

¢ Excluding Yugoslavia, .

s Developing market economies, as defined in “UN Standard Country Codes

" Annex II, Statistical Papers, Series M, No. 49,

* Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatér, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

* Excluding Zimbabwe.

Source: UN Yearbook of International Trade Statistics, 1980, pp. 1141-45 (vol. 1); 1981, pp. 1177-83 (vol. 1).
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TABLE 8.—EAST EUROPEAN EXPORTS, 1970-80
[in millions of dollars, f.0.b.]
Destination 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
World * 17,125 19,484 24,051 30,790 31,232 44,048 46,941 52,947 60,218 69,973 78,667
Industrial West * 2 4,316 4,681 5,661 7,848 10,722 10,618 12,147 13,083 14,944 18,597 20,660
EEC: o 2,444 2,622 3,320 4,667 6,127 5,838 6,511 7,099 8,172 10,367 11,708
United States 152 178 216 331 442 436 600 187 1,039 1,153 1,144
Japan 88 70 88 139 206 187 171 196 244 312 289
Communist areas ¢ 12,015 13,244 16,573 20,489 22,128 28,788 30,107 34,272 39,003 43914 48,166
USSR 6,630 7,284 9,335 10,934 11,719 15,573 15,662 18,189 20,955 24,610 26,939
Eastern Europe 5,000 5,511 6,760 8,983 10,343 12,352 13,544 15,187 16,728 17127 19,487
China/Communist ASIA ......ccceeemmeummmerercsiesnisssnsensesens 385 449 478 512 666 863 901 896 1,320 1,517 1,740
LDC's » 1,345 1,451 1,566 1,933 3,210 4,066 4,106 5,049 5,869 7,008 8,883
OPECe 293 339 403 594 1,066 1,629 1,634 2,088 2,378 2,464 3,196
QOther Africa 417 404 509 622 1,064 1,160 1,162 1,635 1,984 2,178 2,911
Other South AMENICA........c.covervevercerercereraemmemsensesinses 283 283 304 338 486 759 856 882 940 1,206 1,388

+ Excluding intra-German trade.

2 Developed market economies, as defined in “UN Standard Country Codes,” Annex I, Statistical Papers, Series M, No. 49.

; s Including Denmark, lceland, and the United Kingdom.
\ < Excluding Yugoslavia.

i s Developing market economies, as defined in “UN Standard Cou
‘ o Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, N

ntry Codes.”
igeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

Source: UN Yearbook of International Trade Statistics, 1980, pp. 1092-3 (wol. I); 1981, pp. 1122-23 (vol. I).
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TABLE 3.—EAST EUROPEAN EXPORTS OF FOOD, BEVERAGES, AND TOBACCO (SITC, REV. 0-1), 1970-80

[in millions of dollars, f.o.b.}

Destination 1970 - 1971 1972 1973 1974 1975 1976 13n 1978 1979 1980
World * 2,280 2,398 2,985 3,979 4,634 5143 5,398 5,893 6,308 7,187 8,116
Industrial West 2 2 992 1,02] 1,366 1975 - 2022 1,847 1,988 1,932 2,221 2,584 2,646
EEC 2 701 122 962 1,326 1,305 1,216 1,146 1,119 1,317 1,425 1,517
United States 59 61 71 110 109 164 184 192 221 2n 259
Japan 10 17 22 29 32 30 32 40 45 55 60
Communist areas ¢ 1,134 1,253 1,440 1,786 2,131 2,678 2,758 3,195 3,166 3,611 4,195
USSR 707 760 933 1,123 1,216 1,764 1,722 2,063 1,898 2,251 2,667
Eastern Europe 407 446 480 632 877 869 985 1,087 1,193 1,268 1,420
China/CommURISt ASIA.....cooevvcerersrcrereseesoncsens 20 i 2 31 38 45 51 45 75 86 108
LDC's® 131 137 187 197 467 536 564 702 856 980 1,255
OPEC 44 46 53 12 196 267 299 410 469 492 607
Other Africa 50 44 60 19 224 221 229 321 382 433 560

Other South America 28 30 39 37 55 87 80 80 114 105 138

* Excluding intra-German trade. .

2 Developed market economies, as defined in “UN Standard Country Codes,” Annex 1l, Statistical Papers, Series M, No. 49,

2 Including Denmark, lceland, and the United Kingdom.

* Excluding Yugostavia.

* Developing market economies, as defined in “UN Standard Country Codes.” ) . .

© Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

Source: UN Yearbook of Internationat Trade Statistics, 1980, pp. 1098-99 (vol. I); 1981, pp. 1128-29 (wal. ).
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TABLE 10.—EAST EUROPEAN EXPORTS OF CRUDE MATERIALS, EXCLUDING FUELS, OILS, AND FATS (SITC, REV., 2/4), 1970-80

[In millions of doflars, f.0.b.)

Destination 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
World * 1,018 1,060 1,189 1,542 2,041 1,878 1,943 2,232 2,520 3,005 3,466
Industrial West * 2 571 532 617 889 1,241 1,029 1117 1,223 1,365 1,679 1,825
EEC 3 380 364 415 603 754 553 660 746 187 963 1,028
United States 6 7 7 8 10 15 19 23 33 40 34
Japan 9 7 6 8 10 14 5 10 12 14 10
Communist Areas * 403 444 501 568 619 652 673 786 884 1,038 1,221
USSR 172 182 228 276 309 ©298 295 310 303 370 448
Eastern Europe 192 216 214 240 242 214 288 388 443 509 580
China/ComMUNISE ASIA ....veveveessssesssermriniencrcenicssasies 39 46 59 52 68 80 90 88 138 159 193
LDC's s 45 73 56 14 117 130 143 223 258 287 365
OPEC 10 11 19 21 41 57 61 112 120 117 159
Other Africa 15 25 2 40 49 L] 44 123 138 151 191

Other South America 8 16 5 5 9 16 14 14 2 22 29

* Excluding intra-German trade. ) .

= Developed market economies, as defined in “UN Standard Country Codes,” Annex Ii, Statistical Papers, Series M, No. 49.

> |ncluding Denmark, Iceland, and the United Kingdom.

« Excluding Yugostavia,

s Developing market_economies, as defined in “UN Standard Country Codes.”

« Algeria, Ecuador, Gabon, Indonesia, Iran, Irag, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

Source: UN Yearbook of International Trade Statistics, 1980, pp. 1106-7 (vol. I); 1981, pp. 1138-39 (vol. ).
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TABLE 11.—EAST EUROPEAN EXPORTS OF MINERAL FUELS AND RELATED MATERIALS (SITC, REV., 3), 1970-80

[In millions of dollars, f.0.b.]

Destination 1970 1971 1972 1973 1974 197§ 1976 1917 1978 1979 1980
World * 940 1,024 1,168 1,489 2,460 3,454 3,767 31 4,062 5277 6,371
Industrial West * 2 409 478 559 769 1,587 1,933 2,208 2,078 2,356 3,436 43n
EEC: 2 179 231 285 386 853 1,003 1,081 960 1,222 2,123 2,548
United States 6 6 11 19 55 64 87 104 136 100 74
Japan 12 18 21 30 56 74 62 37 22 62 37
Communist areas 499 524 579 671 784 1,317 1,399 1,423 1,537 1,641 1,678
USSR 173 205 249 280 275 569 567 517 543 541 461
Eastern Europe 301 291 301 352 459 696 175 843 914 . 1,025 1,024
China/Communist ASIa............c..coorerermrersorncerons 25 28 29 39 50 52 57 63 80 15 93
LDC's » 32 22 31 49 80 135 163 188 156 199 214
OPEC 0 0 1 5 1 1 7 11 5 6 8
Other Africa 13 9 12 2 18 16 1§ 29 32 37 46
Other South America 8 5 8 6 31 7 108 102 64 91 4

* Excluding intra-German trade.

* Developed market economies, as defined in “UN Standard Country Codes,” Annex Il, Statistical Papers, Series M, No. 49,

3 Including Denmark, Icetand, and the United Kingdom.
« Excluding Yugoslavia. .

s Developirg market economies, as defined in “UN Standard Country Codes.”
¢ Algeria, £c

uador, Gabon, Indonesia, lran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.
Source: UN Yearbook of International Trade Statistics, 1980, pp. 1128-29 (vol. I); 1981, pp. 1162-63 (vol. I).
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TABLE 12.—EAST EUROPEAN EXPORTS OF CHEMICALS (SITC, REV., 5), 1970-80

{In millions of doflars, f.0.b.]

Destination ' 1970 1971 1972 1973 1974 1975 1976 1917 1978 1979 1980
World 1,228 1,436 1,703 2,082 2,759 3,245 3,350 3777 4,147 4,898 6,014
Industrial West * 2 299 344 415 528 913 835 905 1,018 1,113 1,467 1,854
EEC: 3 168 185 216 299 488 419 453 539 556 739 962
United States 7 9 13 19 41 2 42 34 46 45 56
Japan 3 5 6 16 25 10 13 11 22 26 49
Communist areas ¢ 800 935 1,122 1,352 1498 1,933 2,035 2,204 2,448 2,653 3,123
USSR 458 557 129 791 834 1,073 1,067 1,197 1321 1,436 1,688
Eastern Europe k)Y 347 362 520 609 749 857 94 982 1,019 1,188
China/Communist Asia 25 31 31 41 56 11 111 93 145 198 247
LDC's ® 125 153 143 161 299 459 405 491 581 169 1,030
OPEC * 11 14 27 35 74 137 111 127 147 163 222
Other Africa 30 39 31 42 92 101 104 150 79 197 281
Other SOuth AMETICA.....covovveessierivnesmseseneenscssssssosss 23 25 24 28 L] 10 89 85 92 142 166

* Excluding intra-German trade. .

2 Developed market economies, as defined in “UN Standard Country Codes,” Annex §I, Statistical Papers, Series M, No. 49.
s Including Denmark, Iceland, and the United Kingdom.

« Excluding Yugoslavia.

« Developing market_economies, as defined in “UN Standard Country Codes.”

« Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

Source: UN Yearbook of International Trade Statistics, 1980, pp. 1132-33 (val. 1); 1981, pp. 1168-69 (vol. 1).
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TABLE 13.—EAST EUROPEAN EXPORTS OF MACHINERY AND TRANSPORT EQUIPMENT (SITC, REV., 7), 1970-80

(In mittions of dollars, f.0.b.)

Destination 1970 1971 1872 1973 1974 1975 1976 1977 1978 1979 1980
World * 6,872 7,683 9,736 12,570 14,311 18,152 19,433 22,299 26,640 30,416 33,816
Industrial West * 2 487 673 766 1,034 1,210 1,644 1,852 2,073 2,379 2,723 2,894
EEC: » 211 249 311 442 995 m 8722 933 1,089 1,152 1,282
United States 12 9 19 35 42 48 62 79 98 204 231
Japan 12 10 12 14 18 10 11 11 16 27 27
Communist areas ¢ 5,793 6,326 8,249 10,675 11,706 14,726 15,603 18,150 21,822 24,667 26,855
USSR 3125 3297 4,649 5,580 5,948 7,780 1972 9,622 12,087 14,386 15,537
Eastern Europe 2,487 2,832 3,389 4,835 5,466 6,582 1,242 8,135 9,155 9,562 10,600
China/ComMURISt ASIa........coorreeeermsessesaemsermireesrnan 181 197 21 260 292 364 389 393 580 719 718
LDC's 5 587 638 675 809 1,200 1,643 1,769 2,013 2,323 2,719 3474
OPEC ¢ 109 137 159 248 3% 698 741 796 936 957 1,215
Other Africa 1 159 228 232 337 429 386 506 675 698 944
Other South AMENICA......eurerevcererionssnensereosensonconesees 131 139 125 156 207 kyal 356 416 396 - 541 673
* Excluding intra-German trade:
2 Developed market economies, as defined in “UN Standard Country Codes,” Annex Il, Statistical Papers, Series M, No. 49.

» Including Denmark, Icetand, and the United Kingdom.
* Excluding Yugoslawa

» Developing market economies, as defined in “UN Standard Country Codes.
 Algeria, Ecuador, Gabon, Indonesna Iran, Iraq, Kuwait, Libya, Nigeria, Qatal Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

Source: UN Yearbook of International Trade Statistics, 1980, pp. 1136-37 (vol. 1); 1981, pp. 1172-73 {vol. 1).
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TABLE 14.—EAST EUROPEAN EXPORTS OF OTHER MANUFACTURED GOODS (SITC, REV., 6/8), 1970-80

{in millions of dollars, f.0.b.)

Destination 1970 9 1972 1973 1974 1975 1976 1317 1978 1979 1980
World * 5230 5,125 7,005 8,595 10,569 11,763 12,501 14,167 15,822 18,520 20,401
Industrial West » 2 1,520 1,609 1,900 2,617 3,597 3,296 4,020 4,659 5,396 6,555 6,936
EEC: ® 176 856 1,101 1,879 2,079 1,847 2,354 2,753 m 3,890 4,267
United States 61 86 96 139 182 119 205 352 500 486 482
Japan 41 i2 20 41 64 50 47 81 124 126 103
Communist areas ¢ 3,281 3,666 4,570 5275 5720 7,206 1,201 8,081 7,542 9,914 10,829
USSR 1,935 2,214 2,481 2,774 2,948 3907 3,804 4,215 3,761 5446 6,026
Eastern Europe 1,253 1,332 1,969 2,357 2,613 3,081 3.210 3,664 3,576 4,161 4,452
China/COmMURISt ASI......orserevevvssessrerrnrersessencoss 93 120 120 144 159 208 197 202 199 307 351
LDC’s & 417 420 489 606 1,020 1,126 1,207 1,405 1,258 2,023 2,498
OPEC* 118 131 139 192 350 44 487 615 521 122 971
Other Africa 135 128 144 188 335 338 369 493 419 653 870
Other South America 84 67 101 101 139 183 204 181 233 301 297

* Excluding intra-German trade,

2 Developed market economies, as defined in “UN Standard Country Codes,” Annex I, Statistical Papers, Series M, No. 49.
s Including Denmark, Iceland, and the United Kingdom.

« Excluding Yugoslavia.

» Developing market economies, as defined in “UN Standard Country Codes.”

« Algeria, Ecuador, Gabon, Indonesia, lran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Emirates (Abu Dhabi and Dubai), and Venezuela.

Source: UN Yearbook of International Trade Statistics, 1980, pp. 1144-45 (vol. 1); 1981, pp. 1182-83 (vol. 1).
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I. INTRODUCTION

Is there a specificity in the relations between the smaller East-
ern European countries and the developing countries? Usually it is
assumed that these relations are following the Soviet model. In the
Western analyses, emphasis is put on Soviet expansion (economic,
political, military, etc.) in the Third World. In the literature of the
CMEA countries, the superiority of a new type of relations with
the developing countries is assessed. In both, no clear distinction is
made between the Soviet Union and its European CMEA partners
as to their approach toward the Third World (except for Romania,
explicitly in the Western analyses, implicitly in Eastern literature).
However, there are substantial differences between the “LDC-
USSR” and “LDC-Eastern Europe” pattern; these differences
appear increasingly clear in the recent years. One may sum them
as follows: ‘

(1) For the countries of Eastern Europe, trade relations with the
Third World represent a smaller share in their total trade (with
.the exception of Romania); though, in most cases, they grow at a
faster rate than in the Soviet case.

(2) East Europe’s trade is not conducted with the same partners
as Soviet trade. In particular, the relations of the “Six” with the
CMEA LDCs (Cuba, Vietnam, Mongolia) and with the group of
countries “‘with socialist orientation” (Afghanistan, Ethiopia, South
Yemen, Mozambique, Angola) are much less developed than those

* Professor of Economics, University of Paris I Pantheon-Sorbonne. This article has been writ-
ten as part of a research project on East-South relations, sponsored by the Commissariat Gener-
al du Plan (France), whose help is gratefully acknowledged. The author wants to thank the
members of the “East-South” Group of the Center for International Economics of Socialist Coun-
tries (University of Paris I), and especially Bernadette Veyrat.
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of the USSR. A closer investigation in the typology of the develop-
ing countries and in the partners of the Six reveals a distinct ra-
tionale of the Eastern European countries.

(8) The commodity pattern is also very different. The Six receive
a very low share of their manufacture imports from LDCs; their
share of oil imports has increased (in contrast to the USSR) rela-
tive to their imports of raw materials; their share of food imports is
decreasing and remains much lower than in the Soviet case. On
the side of exports, machinery sales are decreasing, and sales of
food or semi-finished goods are growing proportionately.

(4) East Europe’s trade with the LDCs seems to be guided, more
than in the Soviet case, by purely economic considerations. In the
recent years a major aim has been the earning of hard currency
(exports of the Six to the Third World increased by over 20 percent
during 1981-82; imports decreased by over 25 percent). It is, howev-
er, very difficult to assess the exact amount of these gains.

(5) The financial flows of aid are also less important for East
Europe, in comparison. Whatever the conflicting evaluations of the
amount of total aid, the USSR bears the main burden of it.

(6) Economic and technical cooperation with the LDCs seems to
display, especially in the last few years, some intra-CMEA coordi-
nation as to the recipients of this type of assistance and as to the
areas of assistance (for instance: Bulgarian expertise on agricultur-
al development, Hungarian cooperation in the field of medical de-
velopment, etc.). The question is whether this “division of labor” is
systematically planned within the CMEA, or corresponds to the
general “specialization pattern” of the Six, devised for intra-CMEA
trade and “spontaneously’ extrapolated to the Third World.

To sum up: Eastern Europe needs to secure its supplies of raw
materials and its surpluses in hard currencies. For the time being,
relations with the Third World are guided by these economic and
financial requirements. These pragmatic aims undoubtedly push
baclfdthe conception of a global socialist strategy in the developing
world.

I1. SHARES IN TRADE

1. The general pattern of East-South trade at first glance dis-
plays a stable distribution between the “Six”, on one side, and the
USSR, on the other, throughout the period analyzed. The share of
the Soviet Union in total East-South trade was 59 percent both in
1970 and (according to estimates) in 1982 (see table I). However,
over this period, it increased until 1973 (reaching 64 percent), then
steadily decreased until 1980 (51 percent); a strong upswing oc-
curred in 1981 and 1982.

Throughout the Seventies, the share of the USSR in East-South
trade was always higher in total exports than total imports, with
the exception of the year 1975. In 1981 and 1982, however, its share
was markedly higher in total imports than in total exports. This
change should be attributed to a very important feature of trade
between the Six and the developing countries. Experiencing bal-
ance of payments difficulties in their trade with the West, the Six
tried to expand their exports to the South while drastically reduc-
ing their imports. Already in 1975, their behavior was fairly simi-
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lar (a strong drive in exports, a stabilization of imports). The export
drive of the USSR has been less strong, and its adjustments on the
import side have been lagging compared to those of the Six.

The shares of the Six in total East-South-trade have fluctuated
equally more or less over the period. There has been a decreasing
trend for GDR, Hungary and Poland (especially on the import side),
and particularly for Czechoslovakia. For the two Southern Balkan
countries, their share in the total trade of the Six with the South
has increased; in the case of Bulgaria it doubled on the export side;
for Romania it trebled. :

2. These changes reflect the overall dynamic of their trade, and
more specifically. the variations within the share of the Third
World in the total trade of each country.

This share was highest for the USSR up to 1974 (between 138 and
14 percent, from 1970 on), and with one exception remained so
afterwards (fluctuating between 12 and 15 percent). Beginning from
1975 Romania dramatically increased its trade with the Third
World; the share of the developing countries in its total trade at-
tained almost 30 percent in 1981, a proportion twice as high as for
the USSR. This tremendous expansion has to be related to the po-
litical options of Romania, which, beginning from the mid-seven-
ties, growingly asserted its links with the developing world, joining
the “Group of 77” in 1976. It is also due.to the heavy reliance of
this country upon the oil exporting countries for its oil supplies.
The share of OPEC in Romanian imports from the Third World,

115153 highest of the Six, jumped from 45 percent in 1974 to over 70 in
1.

As for the other Eastern European countries, their trade rela-
tions -with the.  Third - World :remain well. under the Soviet level
(table II). Two of them, the most industrialized, maintain a very
low level of trade with the developing countries, slightly rising in
the case of GDR (from 4 percent in 1970 to 5.4 percent in 1981), and
slightly falling for Czechoslovakia (from 7.6 to 7.1 percent over the
same period). The pattern of Polish trade was very similar up to
1978 Throughout most of the seventies the share of the Third
‘World remained rather stable at 6.5 percent or slightly under. Be-
ginning from 1979 it suddenly increased, first on the import side
(related to the second oil shock), and afterwards, in the eighties, on
the export side. The sales to the Third World remained fairly
stable -throughout 1980-82 while Polish exports were shrinking
globally; at the same time, Polish imports from the developing
countries were reduced by two-thirds, while globally Polish pur-
chases ‘were curtailed by slightly less than 50%. One may thus
.infer that the restoration of a “normal” foreign trade pattern in
Poland should bring about a reduction in the share of trade with
the Third World; this share seems to have been “mechanically” in-
flated by the general deterioration of foreign trade.

The cases of Bulgaria and Hungary are different. Both had a low ,
level of trade with the Third World in the beginning of the seven-
ties (5.6 percent for Bulgaria in 1970, 6.5 for Hungary); this share
doubled during the period, reaching in 1982 11.4 and '11.6 percent,
respectively. This appears as a more lasting trend, and has to be
related to definite strategies. In the case of Bulgaria, while the
share of imports from the developing countries remained fairly
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stable and generally under 5 percent for the whole period, the
share of exports strongly increased starting in 1974, and almost tre-
bled over the period, expressing a consistent policy of deriving high
export revenues from Middle East countries. The share of Arab
and Islamic Middle East countries in total exports to the Third
World reached 84 percent in 1982, a share only matched by Roma-
nia. Hungary’s exports and imports to and from the Third World
developed at a comparable pace. Even if the post-1976 increase in
the share of trade with these countries has to be deflated by some 2
points (because of a statistical bias linked with a change in foreign
trade recording), it is significant and expresses a global strategy of
trade diversification. Hungary is not only (perhaps not mainly)
striving at hard currency gains from trade with developing coun-
tries. On the import side, along with the role of these countries as
suppliers of food and raw materials, the Hungarian authorities em-
phasize a shift toward imports of finished and semi-finished goods,
‘“in harmony with the Hungarian selective development policy.” *
As will be seen in section IV, the need for an increased share of
such imports is advocated by all the Eastern European countries in
order to comply with the demands of the Third World. Hungary is
explicitly relating this compliance to a labor-saving domestic
policy, and the willingness of concentrating domestic production on
high quality consumer goods designed for export to the West (espe-
cially in the field of clothing). .

Thus, although a global view would indicate a growing involve-
ment of South-East Europe in trade with the developing countries,
particularly on the export side, a closer investigation reveals a
combination of quite different cases.

III. PARTNERS

The South is not a homogenous group. Apart from the obvious
division in terms of continents, one can also distribute the partners
of the Eastern countries according to specific criteria. This leads to
a typology of the developing countries, which helps to explain the
directions of trade, and also of cooperation. It then becomes clear
that each country has its own strategy, stemming from political,
geographical and historical reasons, for developing trade specifical-
ly with each group of Third World partners. Finally, trade is heavi-
ly concentrated among a very small number of partners, the first
five usually accounting for 50-55% of total trade.

A. An Essay in Typology

The socialist countries do not readily accept the concept of
“Third World” precisely because it introduces a “third” way, differ-
ent from the binary option between capitalism and socialism.? The
qualification of “developing” countries has been retained as im-
posed by the international practice; however, especially in Soviet
literature, it is frequently coupled with political qualifications such

1 Resolution of the Central Committee of the Hungarian Socialist Workers’ Party of 20 Octo-
ber 1977, quoted in Dobozi, ed., 1978, pp. 110. .

2 The only reference found in Russian containing this expression—between inverted commas—
is a book translated from Bulgarian, by Ivan Ganev, Sev i “Tretii Mir” (CMEA and the Third
World), Moscow Ekonomika, 1976. In Polish, see Paszynski (1982); in Hungarian, Dobozi (1983).
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as “liberated countries”.®> As has been noted in the Introduction,
once labeled as “socialist” (belonging to CMEA or not), developing
countries are no.longer considered as such in the classification of
the socialist countries. This is why Mongolia, Vietnam and Cuba,
CMEA members are not treated as developing countries; neither
are North Korea and Laos (beginning from 1977 for latter). If
added to the list, they would increase by a small but non negligible
amount (1 to 2.5 percentage points) the share of the “Third World”
in the total trade of each of the “Six”. The increase would be quite
significant for the USSR (over 7 points on average).

Outside the socialist world, how should one classify the develop-
ing countries? Russian literature is extensive on this topic. In the
writings of the Soviet authors, two main criteria are used: the ideo-
logical-political one, and the economic one. The first distinguishes
between the “countries with a socialist orientation”, a concept that
the beginning of the seventies replaced the older concept of “social-
ist path of development”, and all the other countries. However,
unlike in the dominant view held during the sixties and early sev-
enties, it is now acknowledged that the ‘“socialist orientation” is
chosen only by a few countries and that most of the developing
world will remain in the capitalist orbit.s Thus it is increasingly
necessary to use another classification based upon the criterion of
the development level, which is quite similar to the usual ap-
proaches taken in the Western literature.¢

Such debates are less frequent in the works of East European au-
thors, who seem more inclined to accept without discussion the
usual categories found in Western literature.” The only book found
by this author on this question, in Czech (Foltyn and Dankovicova,
1982) sums up Soviet research in the field, then proposes a classifi-
cation where the relations of production (i.e., the political criteria
based upon the capitalist/socialist orientation) are dominant over
the forces of production (i.e. the level of development). Thus, a first
division is made between the countries with a socialist orientation
(hereafter called CSO’s) and the countries with a capitalist orienta-
tion, then they themselves are divided into countries “favoring co-
operation with the socialist countries” (such as India, Mexico, etc.),
and countries “with a strong political and economic orientation
toward advanced capitalist countries” (Brazil, Argentina, Chile,
Pakistan, Indonesia, Cameroon, Kenya, etc.). A second division is
made according to the economic conditions for adequate relations
between the developing countries and a small socialist country

* See for instance Chekhutov (1981).

* See the bibliography in Don (1983).

s See Bogomolov (1980), p. 258: “It would be erroneous to assert that the relations between the
socialist world and the developing countries are based upon the principle of socialist solidarity.
No. We work with states which in their majority remain on a capitalist path of development;
only a few of them are following a socialist orientation.”

¢ See Sheinis (1980), Foltyn/Dankovicova (1982). Sheinis uses three main criteria: the level of
development, the type of development (including social and structural criteria), the size of the
economy. Thus one should distinguish: the “middle-developed capitalism” (including what is
called “new industrializing countries”; and some others near to this group); the oil Producers;
the “very small countries”; the lower middle level countries; the “upper” and “lower” low level
countries, ete.

? Thus, Paszynski (1982) distinguishes four groups: oil exporters, new industrializing countries,
countries “with traditional framework or production and export,” least-developed countries.
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such as Czechoslovakia, i.e., level of the industrial potential, exist-
ence of raw materials potential. '

These classifications are interesting because they clearly show
the dual rationale of trade and cooperative relations: the “socialist
orientation” of a small number of countries creates a sort of moral
obligation to assist them; purely economic considerations imply a
concentration of trade with those of the developing countries—be
they “orthodoxically” or “non-orthodoxically” (Foltyn and Dankovi-
cova, p. 106) capitalist—that offer favorable opportunities.®

In this study an overlapping classification system is used which
is based on “political” and ‘‘developmental” criteria along with the
geogra(;il)ligal. division retained in the UN classifications:

sia;

(2) Africa (total and Subsaharian);

(3) Latin and Central America;

(4) Countries with a socialist orientation (this category is di-
vided into two subgroups);

(5) OPEC;

(6) New industrializing countries;

(7) Arab and Islamic countries.

This classification does not take into account the scale factor,
which would underline the particular features of trade with large
countries, such as Nigeria in Africa and especially India in Asia.

Some of these groups need a further qualification. Group 4 (CSO)
includes a subgroup (a) made of the ‘“core” of these countries,
Angola, Mozambique and Ethiopia in Africa; South Yemen and Af-
ghanistan in Asia. These five countries have all been admitted to
the CMEA as observers between 1976 and 1979. They are all ruled
by a marxist-type party, with power structure organized along the
people’s democracy principle. By the end of the seventies, all of
these countries implemented an agrarian reform program, devel-
oped a public sector in industry, started planning and signed bilat-
eral treaties of friendship and cooperation with most of the social-
ist countries (but so have some other countries not belonging to
this group). They are all in either a state of civil war, guerilla (Af-
ghanistan, Angola, Ethiopia, Mozambique) or armed conflicts at
their borders (Angola, Mozambique, Yemen). Around this “nucle-
us”, a second circle of CSO includes two Middle Eastern states
(Iraq and Syria, but definitely not Libya, notwithstanding its close
political links with the USSR and Eastern Europe), six (mainly
tropical) African states (Algeria, Benin, Congo, Guinea, Madagas-
car, Tanzania), and Burma in South-East Asia. This group excludes
some ‘“has-beens,” Somalia being the most recent case, whose “so-
cialist orientation” was reversed in 1977. The “nucleus” itself may
be enriched by newcomers: the latest seems to be Nicaragua, al-
though its ranking in this group remains controversial.

Group 6 includes the New industrializing countries (NICs) ac-
cording to the most restrictive classification (the “four” Asian

s Few Western studies are devoted to typology problems. Those which do are quite definitely
oriented toward a preeminence of the political side of the classification. This is implied by the
very title, as well as by the editor’s first chapter, of P. Wiles’ “New Communist Third World”
(1982). It is also to be found in the four-group classification by M. Radu (in M. Radu, ed., “East-
ern Europe and the Third World,” 1981, pp. 15-22).
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countries: South Korea, Taiwan, Singapore, Hong Kong; the
“three” Latin American: Argentina, Brazil, Mexico).

Group 7 is a composite group which includes the Middle East
(without Israel) in the UN definition, plus the Arabic countries of
North Africa (Morocco, Algeria, Tunisia, Mauritania, Libya, Egypt,
Sudan). This group has by far the biggest share in the total trade
of the Third World with the socialist countries (USSR and Eastern
Europe). It combines in itself a set of different, and sometimes con-
tradictory interests: the geographical closeness (for USSR, Roma-
nia, Bulgaria); strategic and political importance, particularly in a
time of lasting conflicts in the area; role of the OPEC members in
this group as oil suppliers and as markets; existence of long-term
links through cooperation agreements, some of them dating as far
back as the end of the fifties. The strength of these links survives
political rifts and oppositions: the cases of Egypt, Turkey, Iran are
cases in point.

B. Trade With the Main Groups of Partners

The shares in trade have been calculated on the bases of total
trade of each Eastern European country with its identified part-
ners (table III) for three sample years (1970, 1975, 1981). The same
has been done for the USSR for comparison. However, one has to
state that the comparison with the Soviet Union may be biased, as
the undistributed residual in Soviet exports to the Third World is
very high (see methodological note). For the Six, the residual is
low, less than 5 percent in most cases. The only notable exception
is Bulgaria, with an import residual at the beginning and the end
of the period, which may affect some data.

1. The general pattern of trade with the Third World is similar
for all the CMEA European countries over the period:

A dominant and slightly increasing share with Asia (on aver-
aégg,l)about 50 percent of total trade in 1970, 58 percent in
1981);

A decreasing share with Africa (over 35 percent in 1970,
amounting to 25 percent in 1981 in average); most of this trade
is attributed to Northern Africa, the share of Tropical Africa
being near to 5 percent for most of the CMEA countries;

With Latin America, a rather low and stable share in ex-
ports, and for most countries a highly fluctuating and much
greater share in imports, due to the increasing supplies of food
from this area at the end of the period.

2. Along with these similarities, some differences appear between
the Six and the USSR:

The Soviet Union is relatively more involved in trade with
Asia than any of its partners except Romania, for obvious po-
litical and geographical reasons;

The share of African trade remains fairly stable for the Six
(around 30 percent) while it decreases sharply for the USSR
(from 45 percent in 1970 to less than 20 in 1981), mainly be-
cause of a reorientation of Soviet import trade towards Latin
America;

Almost all East European countries sell a higher share of
their exports to Latin America than the Soviet Union. This is
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especially the case for Poland, Czechoslovakia and GDR.? These
countries also began importing from this area earlier than the
Soviet Union. Their machinery exports are more suitable for
the Latin America market than those of the Soviet market
which is mainly confined to equipment for hydroelectric power
stations. As importers, the East European countries offer a
more diversified market, not only for food, but also for raw ma-
terials, which the Soviet Union does not buy from this area.

Some specific groupings (leaving aside OPEC, which is dealt with
in ?inother section of the present compendium) will now be consid-
ered.

3. The group of the CSO is made of two subgroups of unequal po-
litical significance and economic weight.

In the subgroup 1, one finds the countries the most engaged in a
“socialist orientation”’; their needs (in machinery, for some of them
fuels, semi-finished goods) are high (all of these countries belong to
the group of “less advanced countries” in the Third World); their
export potential is for the time being low, even if resources do
exist, because of the low level of exploitation of raw materials and
the present state of war or instability. This makes them, political
considerations aside, highly unattractive as normal trade partners.
Not surprisingly, USSR is relatively more involved in trade with
this group than any of the Six, with the important exception, the
GDR. East Germany has since 1977 increasingly developed its rela-
tions with the three African countries of the group, especially Mo-
zambique; it is the most important trade partner of this country,
largely ahead of the USSR (with a turnover more than twice as
large since 1979). Over 80 percent of its total trade with Tropical
Africa is with Mozambique, Angola and Ethiopia.** This may be ex-
plained by the role of the GDR as closest political (and military)
ally of the Soviet Union in these countries, but also by economic
long-term interests in imports once their raw material resources
are developed (coal, tantalum from Mozambique, oil from Angola
and Ethiopia, cotton from Ethiopia).

As for the second group of CSO, it has an increasingly important
share in trade (especially on the export side) for all European
CMEA countries. But here trade is heavily concentrated on three
partners, Iraq, Syria and Algeria; Iraq is almost consistently one of
the three most important partners of the CMEA Six in the Third
World. The rationale is to be found here in the privileged links
with Arab Mediterranean countries, long-time partners in econom-
ic cooperation as well as in trade.

4. The Middle-East Arab (and Islamic, so as to include Turkey
and Iran) countries appear, for reasons already mentioned, as the
most important partner group for the CMEA group, and apparent-
ly more than for the USSR (however, there might be here a statis-
tical bias if it is assumed that part of the non-reported export trade
of the Soviet Union with the Third World is with these countries,
in addition to the flows reported by each country). Two countries

» Since 1975, GDR does not give separate figures for imports and exports. This statement is
derived from mirror statistics of the partner countries. cf. Zumaran (1982), p. 36.

10 ¢f Mardek/Wiinsche (1982): “with the countries which have chosen a socialist path of devel-
opment, relations acquire a new quality” (p. 190).
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achieve impressive export records in this area: Bulgaria and Roma-
nia. Bulgaria, in particular, has for several years been expanding
its sales of food and especially lamb and mutton meat, along with
traditional machinery exports.!! The main partners in this group
are oil exporting countries (Iraq, Iran, Libya). Turkey appears as
an important partner for Bulgaria and Hungary, Egypt for the
GDR, Romania and Czechoslovakia. The non-oil exporters in this
group are increasingly supplying their Eastern European buyers
with semi-finished and finished. goods (textiles and clothing in par-
ticular) along with traditional sales of raw materials and food.

5. The less-developed trade relations, especially on the export
side, are with the NICs. Here different- reasons tend to explain a
sluggish trade: political antagonisms (with the Asian NICs), geo-
graphical distance (for the Latin American NICs), lack of CMEA
country adaptability to already sophisticated markets, which are
generally more protected than the Western European markets.
Brazil is by far the most important partner in this group.

C. Main Trading Partners of the CMEA

Table IV shows the main trading partners of the Eastern Euro-
pean countries in 1970, 1975 and 1981. It comprises 25 countries
which have been among the ten top partners in export or import
trade over the period. This may be considered as a representative
sample; the ten top export partners represent on the average be-
tween 70 and 80 percent of total exports to the Third World, the
ten top import partners, between 65 and 75 percent; the concentra-
tion tends to increase over time.

Five countries have been selected as the most consistent partners
of all the Eastern European countries over the period. Egypt was
the dominant partner in the beginning of the seventies; it began to
recede even before the Soviet-Egypt conflict in 1976, but still re-
mains a non-negligible export outlet, which indicates a persistence
of trade flows resulting from cooperative links. Conversely, Libya,
absent or low down on the list at the beginning of the seventies,
has become a significant buyer from Eastern Europe; reverse flows
(which are oil sales) appear only in the case of Romania (but one
should remember Bulgaria has stopped recording oil imports.) 12
Iraq and Iran are constantly high-ranked partners; the Iran-Iraq
conflict has increased Iraq’s trade; but trade links with Iran, which
had been somewhat reduced after the Islamic revolution, rapidly
regained momentum as early as in 1981, Romania being the most
active trading partner. Outside the Middle East, India appears as a
significant buyer and seller throughout the period. It is the only
important Third World country that has a diversified export and
import structure.

Following the leading group, five other countries emerge as im-
portant partners, four of them being Middle East and Mediterrane-
an countries: Turkey, Syria, Algeria, Morocco, and Brazil. Their
trade relations do not extend to all Eastern European: Bulgaria has
an irregular trade with Brazil, Morocco is not an important part-

1 cf. Grozdanova, 1981.
In the Bulgarian Statistical Yearbook of Foreign Trade, the line “Libya” is quite obviously
deleted on the import side (in the trade commodities section).
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ner to Hungary, or Syria to Poland. Algeria, Syria and Turkey
appear generally as buyers (of equipment); Brazil and Morocco are
mainly sellers (of grain, meat, oil seeds, iron ore, in the former
case, phosphate rock in the latter).

The last 15 countries are again mainly situated in the Middle
East (Lebanon, Tunisia, Kuwait, Saudi Arabia, Jordan) and Latin
America (Peru, Argentina, Columbia, Ecuador). In Asia, Pakistan,
Indonesia, Malaysia, and with some countries Singapore maintain
a steady flow of trade. Nigeria and the Ivory Coast are the only
Tropical African countries appearing on this list. Nigeria is the
most important market in this area for the Six because of its size;
it accounted for 40 to 50 percent of their trade turnover with Tropi-
cal Africa in the late seventies. The Ivory Coast is the main suppli-
er of cocoa to most of the Six.

This survey of the main partners in trade with the Six shows
that trade links are closely related to the commodity pattern of
trade. It also reveals a strong dissymmetry in trade: exports and
imports are seldom balanced; most of the partner countries appear
either as exporters or as importers. The commodity pattern and
the balance in trade are briefly surveyed in the following two sec-
tions.

~ IV. Tue CoMMODITY PATTERN

Tables V to VIII illustrate the commodity pattern of trade be-
tween the Six and the developing countries (total; Asia minus
Middle East; Africa; Latin America. The pattern of trade with
OPEC is not examined here. UN statistical data have been used
(see methodological appendix).

For the entire period exports of the Six were primarily manufac-
tures (over 70 percent in 1981); their imports consisted mostly of
primary goods (almost 90 percent in 1981). However, manufactures
(SITC 5 to 8) represented a decreasing percentage of total exports,
and conversely the share of primary goods (SITC 0 to 4) slowly in-
creased. The general “North-South’” type pattern of this trade thus
seems fairly clear.

A closer investigation by commodity categories, however, brings
out some distinctive features. With Southern and Eastern Asia, the
share of manufactures was higher than in overall exports to the
Third World; this was principally due to the high proportion of
chemicals (20 percent in 1970, 30 percent at the end of the period),
while the share of machinery was steadily declining. Thus, for this
area, the Eastern European countries increasingly appeared as sup-
pliers of intermediate gocds (chemicals, iron and steel, glass, paper,
etc.) along with machinery (in relation with cooperation agree-
ments). In the case of Africa, the decline in equipment sales (class
7) was accompanied by an increase in foods sales; as a similar trend
appeared in the case of OPEC, one may infer that it concerned
mainly Mediterranean Africa, the main exporters being Bulgaria
and Hungary. In Latin America, the decrease in the share of ma-
chinery sales and, more significantly still, in the share of semi-fin-
ished goods was partly offset by a vigorous expansion of chemicals
including large quantities of medicinal and pharmaceutical goods
(primarily from Bulgaria, Hungary, Romania, Czechoslovakia), and
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by a surge in fuel exports (almost entirely to be attributed to coal
sales of Poland).

On the import side, along with the increase in the share of pri-
mary goods, the most striking feature was the sharp rise in oil pur-
chases beginning in 1974; there was, of course, a considerable dif-
ference in this respect between the Six and the USSR. The growth
of imports of fuels (class 8), in share (values and volumes diminish-
ing from 1981 on), somewhat blurs the fact that the value of the
manufactured imports from the Third World increased exactly at
the same rate as total imports, fuels excluded, but not faster. This
is exactly a point of dispute between the developing and the CMEA
countries, the former requesting a higher growth in imports of
manufactures by the latter. At present, the highest share of this
class of goods is achieved in imports from Asia, almost exclusively
on account of class 6 + 8 (mainly textiles, clothing, footwear). In
trade with Africa, the share of manufactures has strongly declined
and is now negligible; in imports from Latin America, it is exclu-
sively concentrated on products of class 6+8 (textile yarn, non-fer-
rous metals).

Within the primary products group, the shares of food (0+1) and
of raw materials (244) were similar overall, and both declined
from the mid-seventies (parallel to the increase of the share of class
3). However, sharp discrepancies appear by areas. From Africa,
food imports have to be attributed mainly to Tropical African coun-
tries (Ghana, Ivory Coast, Nigeria, Cameroon for cocoa, Angola,
Ethiopia, Ghana for coffee, etc.); they show sharp fluctuations ac-
cording to the general economic situation in the Eastern European
countries, as this type of goods is not considered as vital for import.
The share of raw materials in total imports from Africa, dominant
in the beginning of the seventies, has been reduced as the share of
oil imports (from Northern Africa and Nigeria) has grown. The in-
crease mainly consists of metal ores, bauxite, phosphate. Imports
from Asia have higher and more stable shares of food (rice, tea,
coffee, vegetable oil) and raw materials (cotton, wool, natural
rubber, metal ores); classes 0-4 together have, on average, amount-
ed to two-thirds of total imports. The pattern of import trade with
Latin America is quite different; about two-thirds of total imports
have been represented by food, with a quite stable proportion over
the whole period (unlike in the Soviet case, where both the share of
imports from Latin America in total imports, and the share of food
in those purchases, rose dramatically at the end of the seventies).

Will this commodity pattern last? At present it cannot be consid-
ered as a sheer replica of the North-South pattern. On the export
side, equipment sales (dominant in the export of the most industri-
alized of the Six) are linked to cooperation programs; along with
them, the relatively high shares of non-sophisticated semi-finished
goods, and of food (especially for the Southern East European coun-
tries) place the Eastern European countries at an intermediate
level as compared with the developed market economies. On the
import side, the purchases of the Six are related to a two-fold logic.
First, the need for supplies no longer secured by the Soviet Union
(fuel, mineral raw materials) compels them to develop imports of
such goods from the Third World. Second, the difficulties of East-
ern European agriculture (although not so dramatic as those of the
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USSR) and the permanent need for food supplies that cannot be
produced domestically require a permanent inflow of food products
(fodder; tropical agricultural commodities).

Quite clearly then, on the import side, the main interest for East-
ern Europe lies in adequate supplies of primary goods from the
Third World. The expansion of purchases of manufactures is seen
largely as a political requirement, and viewed with some equivoca-
tion.!* Two different approaches may be found here. According to
the first, the best strategy is a purely commercial one: “purchasing
in that country where the conditions of purchase are more profita-
ble for the buyer.” * The Polish author who expressed this view as-
sumes that in the future there will be no dramatic shortages in the
supply of raw materials; even if there were a shortage, a long-term
strategy based upon cooperation in investment in the Third World
would not be adequate “‘because of the modest prospects of invest-
ment capital from the socialist states.”

The opposite strategy is long-term and structural. It has been de-
veloped at length by the Hungarian expert I. Dobozi, among others.
This author advocates ‘“closer and more direct and sophisticated
forms of cooperation in production—such as compensation agree-
ments, joint companies, international consortia, joint socialist
international enterprises.”s These forms would guarantee access
to mineral resources, but the Eastern European countries would
also have to take into account “the striving of the developing coun-
tries to export increasing percentages of the minerals and fuels ex-
tracted on their territory in processed form,” which would lead to
an increase in imports of semi-finished goods.

It is mainly in Soviet literature that one can currently find pro-
posals for long-term cooperation aimed at an expansion of sales of
finished goods in socialist markets, not surprisingly, because the
domestic production in the Soviet Union is still lagging behind the
needs for such goods. A leading Soviet expert, L. Zevin, writes: “It
is now possible to determine such production branches in develop-
ing countries which might be expanded or created through joint ef-
forts, with a long-term orientation on exports to the CMEA coun-
tries, including, on the part of the latter, refraining from develop-
ing or creating domestic enterprises of the same profile.”¢ One
may wonder whether the smaller CMEA countries are really ready
to accept such an adjustment or “redeployment.”

V. BALANCES IN TRADE

One major reason for the reluctance to increase imports of fin-
ished goods from the Third World, aside from the potential compe-
tition between these goods and those produced domestically for the
national market, is the fact that all things being equal, such im-
ports would reduce the imbalance in trade and the surpluses which

13 See Angelis for Czechoslovakia, in I. Dobozi, ed. (1978), p. 186; Paszynski for Poland (1982) p.
72.

14 Pagzynski, 1982, p. 74.

15 Dobozi, 1982, p. 48. .

16 L. Zevin (1983) p. 125; see also Bogomolov, ed. (1982), p. 216: a process is underway to secure
for the developing countries a definite range of industries (“redeployment of industries”) (in
English in the Russian text).
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the Six have been striving for, especially in the recent years, in
their Third World trade.

Table II shows the magnitude of these surpluses for all the Six
(Romania, to a lesser degree Poland in 1979 and 1980 are the only
exceptions). It has often been asserted that these surpluses helped
to compensate for their hard currency deficits with the Western
countries, or accounted for the recent global surpluses achieved in
hard currencies. This seems to have been particularly the case for
Bulgaria and Poland in 1982: the surplus with the Third World is
60 percent higher than the value of import in the first case, 80 per-
cent higher in the second. More generally, the sharp increase in ex-
ports to the Third World in 1980-1982 (estimated, according to pre-
liminary data for 1982, at over 20 percent) and the cutback in im-
ports (over 25 percent) appear to indicate such a strategy.

Is this so obvious? The first question is whether the surpluses
-achieved are, in fact, in hard currencies.

The number of clearing agreements presently in force is very low
(see table IX). Every time such an agreement is concluded with a
country maintaining a surplus in their relations with the Six
(Brazil, Colombia, Ecuador), one may speak of a hard currency gain
for the East European countries. For most of them Hungary,
Poland, Romania), the total clearing balance was negative in 1981
(because of deficits with Brazil in the two first cases, with Iran in
the third); only with Bulgaria and Czechoslovakia did the clearing
balance show a slight surplus. (GDR has not been considered be.
cause of the unavailability of trade data by individual countries).

Outside the limited sphere of clearing agreements, is the surplus
achieved always paid for in hard currency? Among the main trad-
ing partners of the CMEA countries in deficit with them, one finds
the OPEC countries. The positive balance with this group amount-
ed in 1981, for the Five, to a total of 2.2 to 2.5 billion dollars (the
global surplus with the Third World, for the same countries,
amounting to 2.9 billion dollars). Even in this case, the surplus
must be reduced by the (unknown) amount of exports made on the
basis of cooperation agreements: machinery and equipment are
supplied along these lines with long-term credits. Conversely, some
of the import trade results from repayment of debts—again, in a
proportion generally unknown.*”

Most of the other debtors of the CMEA countries are not in fact,
able to pay—and this is true particularly in the case of the CSOs.
The political links with these countries would prevent compulsory
payments, which would anyhow be generally impossible. One then
has to conclude—without any published evidence—that revolving
short-term credits are given to these countries as a form of aid.

In addition, an unidentified amount of trade is conducted
through barter even in the absence of any general clearing agree-
ment.'s

‘" Unless it is specified in the agreement, as was the case for the famous Soviet credit to
Guinea in 1969 for the development of bauxite (Veyrat, 1983, p. 65).

'* This is the case between GDR and Mozambique, for a whole range of goods: tea, fruit, fish,
cotton, coal from Mozambique; some types of machinery, consumer goods, canned food, clothing
from GDR. See Schoeller (1982), p. 9.
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Finally, the balance between CMEA countries and the Third
World is also affected by middlemen trade. This cannot be ap-
. proached through statistical measure: Hungary is the only country

-to give statistics both by country of destination/origin and by
seller/buyer. In recent years 15-17 percent of Hungarian imports
from developed countries was “middle-man trade” or a form of
barter, and a part of it must be attributed to imports originating
from developing countries (about 8-10 percent of these imports).
Poland, Czechoslovakia, GDR buy a significant part of their cocoa
-and coffee through “middle-man trade” (because of price rebates
and commercial facilities). Thus part of the deficit with Western
countries must be attributed in reality to the Third World; this
does not modify the global balance in hard currencies, but certain-
ly distorts the evaluation of the balance with developing countries.

To sum up, it seems clear that the CMEA East European coun-
‘tries ‘try to gain hard currency surplusses in their Third World
trade.” But the amounts actually gained are certainly less than
the apparent positive balance with these countries.

VI. A

Until very recently, the East European countries strongly op-
posed a computation of their financial aid to the developing coun-
tries on the basis of the same methodology as used by the devel-
oped market economies. They also rejected the very concept of
“aid”, while insisting on specific forms of economic cooperation
(long-term credits with low interest rates, consisting in supplies of
equipment, generally repaid through deliveries of traditional ex-
ports goods).

The evaluation of the flows of financial aid coming from Eastern
Europe is currently made by Western experts and organizations.
OECD regularly publishes data in the annual Report by the Chair-
man of the Development Assistance Committee or in special re-
ports.?® According to the OECD data, the total amount of this as-
sistance is low (5 to 6 percent of total official development assist-
ance) although these estimates take into account all the Third
World, including the socialist underdeveloped countries; it is grant-
ed on harder terms than is usually the case from Western coun-
_ tries, especially to non-Communist countries; represents a very low
share in terms of the G.N.P. of the donor countries (0.14 percent at
the beginning of the eighties).

The share of the USSR in total aid is much higher, according to
the same sources, than its share in trade; slightly under 80 percent
during the past decade.? The GDR ranks second with 10 percent—
also significantly more than its share in the trade of the CMEA
Seven with the Third World. The remaining ten percent are dis-
tributed between Czechoslovakia, Bulgaria and Hungary. The recip-
ient countries are for the most part socialist country members of
the CMEA (Cuba, Vietnam), which accounted for over two thirds of

1 This is particularly the case of Poland (see Barankiewicz, 1982, p. 11). The author of the
article states the fact, and criticizes it on the grounds that (a) lack of adequate supplies creates
bottlenecks in production, and (b) the DC might react in reducing their own imports.

2 The last one was issued in June 1983: “Economic Assistance by CMEA Countries.”

a1 [, 'Observateur de 'OCDE, N 122, May 1983: “Aide: les autres groupes de donneurs.”
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total aid in 1981 and 1982. The other major recipients are either
socialist countries (Laos, Kampuchea) or countries with a socialist
orientation; the only significant recipients outside this group are
India, Egypt, Turkey.

Thus, following these estimates, one may conclude that the
CMEA Six primarily leave the burden of aid to the Soviet Union.
The GDR, as the most developed country in Eastern Europe, helps
the Soviet Union in this assistance; one must remember that it also
has the biggest share, after the USSR, of trade with the CSOs.

For the first time, in 1982, the representative of the Soviet Union
in the Economic and Social Council of the United Nations stated
that if Soviet developmental assistance was computed according to
Western criteria, it would amount to 1 percent of GNP on the
period 1976-1980.22 At the UNCTAD VI meeting Belgrade similar
statements were made by several Eastern European countries:
GDR (claiming for 1982 a total amount of economic assistance
amounting to 0.79 percent of its national income); Czechoslovakia
(0.74 percent for the same year); Bulgaria (0.79 percent).

How should the gap between these figures and those of the
OECD which are at approximately a five to one ratio be bridged?
First, one has to note that the East European data are much more
balanced than the Western data: the GDR’s share (in percentage of
national income) is equal to that of Bulgaria, and slightly higher
than that of Czechoslovakia, and the GDR does not appear as a
more generous donor than all other partner in the CMEA. Second-
ly, these statement would mean that the forms of assistance other
than credits amount to a much greater sum. These forms include:
grants, services by experts from socialist countries, aid in training
students from developing countries, price preferences and transport
concession.* Two of them—technical assistance and price prefer-
ences will be discussed in more detail.

It is very difficult, if not impossible, to assess the amount of tech-
nical assistance granted by the Eastern European countries. The
exact number of specialists sent to developing countries, or of the
students and technicians trained in Eastern Europe, are not avail-
able; neither is the distribution of the students who are granted
scholarships from the CMEA special fund created in 1973. Howev-
er, an article by I. Dobozi > provides some quantitative elements
(following USSR, Romania would appear as the most generous in
number of experts sent to developing countries, and in number of
foreign students trained), and also qualitative assistance analysis.
Thus, the CMEA countries’ specialists would be considerably
“cheaper” than those from developed countries. In CMEA coun-
tries, the study of students from developing countries is totally sup-
ported when scholarships are granted, and “these favorable traits
of cooperation in education between the two groups of countries

= ECOSOC E/1982/86, 12 July 1982, pp. 4. A study by the British Foreign Office, which has
not been made public, completed in May 1983, has evaluated these Soviet statements. (Interna-
tional Herald Tribune and New York Times, 4 January 1984). .

”Doc1813menl:s of the VI UNCTAD, TD/304, 14 June 1983; TD 301, 10 June 1983; TD 291, 7
June 1983.

* UNCTAD, Review of trends and policies in trade between countries having different eco-
nomic and social systems, 1 September 1983, TD/D/965, par. 62.

" = Dobozi (1982), in “Development and Peace,” vol. 3 n 1, pp. 158-9.
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add up to savings of several hundred million dollars per year for
the developing countries on expenditure on the training of, and
provision of specialists.” 26

As for price preferences, the only indisputable case is that of
Soviet-Cuban trade in sugar and oil. Otherwise the CMEA coun-
tries do not seem to grant preferences through import prices. An
examination of UNCTAD unit value statistics for the commodities
covered by the Comprehensive Program shows that in the recent
years Eastern Europe (the Six) has paid for sugar, tea, coffee, agri-
cultural raw materials (jute, cotton) prices generally in line with
the world level; for meat and wheat, significantly lower prices, as
well as for mineral raw materials (phosphate rock, manganese, tin,
iron ore, bauxite).?”

On the contrary, before 1973-74, the prices paid were generally
above those of the world market. But such data must be treated
with great care with the biases linked with unit values; one must
take into consideration that prices paid for imports are related to
export prices (mainly of machinery) for which information is lack-
ing. Also, quality consideration, countertrade, may provide addi-
tional biases or offsets.

What the East European countries are claiming is therefore
mainly an acknowledgement of the various forms of assistance
which’ they provide in addition to direct credits. The latter are in-
creasingly difficult for the smaller CMEA countries to grant espe-
cially in hard currencies, as is requested by the developing coun-
tries. A Soviet author suggested in 1980 that this obstacle might be
overcome by a closer cooperation within the CMEA, and with oil-
exporting countries (which might grant financial aid that would
allow the East European countries to provide equipment or turn-
key plants to other developing countries).?

VIL INTRA-CMEA D1visioN oF LABOR FOR DEVELOPMENT ASSISTANCE

Is there a division of labor between East European countries in
the field of economic assistance? Cooperation with the developing
countries seems indeed to display, especially in recent years, some
coordination between the recipients of various types of assistance
and the countries of assistance origin.

The CSOs and especially the core “Five” (Afghanistan, Angola,
Mozambique, Ethiopia, Yemen) clearly are to be included in such
coordinated effort. At the 36th Session of the CMEA in Budapest
(June 1982), the Soviet Prime Minister N. Tikhonov suggested that
“the CMEA might conclude, with the interested countries with so-
cialist orientation general agreements fixing the rules and princi-
ples of their relations, and providing them development assistance
from the members of the CMEA, with measures aimed at the grad-
ual extension of their links with our community.”?® At the 37th
Session in Berlin (October 1982) a general agreement was indeed
signed with Nicaragua, perhaps this might be considered as a be-
ginning. However, the unsuccessful application of Mozambique to

2 Ibid., p. 159.

1 These data may be obtained from UNCTAD.
], Zevin, ed. (1980) pp. 162-163.

2 Ekonomicheskaia Gazeta, n°® 25, 1982, p. 10.
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the CMEA membership in 1981 shows a clear reluctance on the
part of the present members to accept the enlargement of the so-
cialist community. Taking into account the heavy burden repre-
sented by assistance to Vietnam and Cuba, one may indeed doubt
that further expansion would be feasible, in view of the domestic
difficulties experienced by the Eastern European countries. :

The sectoral division of labor, according to the areas of coopera-
tion, is not only highly advocated but also visible through detailed
analysis. For instance, in Africa: GDR supplies lorries, Hungary
buses; Romania is active in geological exploration; Poland develops
cooperation in the fishery sector; Bulgaria assists several African
countries (Congo, Ethiopia, Angola) in the agricultural sector. But
this “division of labor” is mainly a consequence of the specializa-
tion at work within the CMEA, and does not express a common
strategy.

Does such a strategy exist even as a general conception? The re-
peated and limited responses of the CMEA countries as a group
(excepting Romania, however) to the claims of the ‘“77” expressed
at the IV, V and VI Unctad conferences show the reluctance of the
socialist countries to be involved in the “North-South” dialogue as
if they were economic equals of the North. This is also an explana-
tion for the absence of a coherent view in the New International
Economic Order (NIEO) debate. M. Paszynski puts it quite clearly:
“the socialist countries’ stand with respect to NIEO has so far been
reduced to three essential components: general support for develop-
ing countries’ demands addressed to developed capitalist countries;
refusal to acknowledge the demands that the “Third World”’ puts
to them; and the absence of a visipn of global solutions for the
grand problems of the world economy.2°

It is generally assumed that the East European countries are not
taking position on the NIEO issues so as to avoid conflicts with the
Third World countries about their conceptions. This is true, but an-
other reason, probably as important, is contrast between the con-
ception of the Soviet Union and those of the CMEA Six. The politi-
cal and ideological involvement of the Soviet Union in the Third
World compels it to transcend purely economic interests. The
smaller CMEA countries, with the exception of the GDR and Ro-
mania (each for quite opposite reasons) are increasingly bound to
consider mainly, if not exclusively, economic interests.
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METHODOLOGICAL APPENDIX

The data used in the text and the tables are .taken from the Databank CRIES
(Calculs sur les Relations Internationales des Economies Socialistes) of the Center
for international economics of socialist countries (Nov. 1983 edition). The figures
have been computed on the basis of the official foreign trade statistics of seven
countries (USSR; Bulgaria, Czechoslovakia, GDR, Hungary, Poland, Romania). For
the conversion in dollars, the average annual conversion rates published in the
Monthly Bulletin of Statistics (UN) have been used (except for Romania 1981, where
the new exchange rate of 1 leu = 0.06667 has been used instead of the obviously
incorrect rate of 0.22371 published in the Bulletin)

No mirror statistics have been used, because of the major discrepancies between
the Eastern European data and those of the partner countries or of international
organizations (the latter being also contradictory among themselves, in coverage
and in magnitude).

The partner countries in the Third World are taken according to the classification
of the Eastern European countries. These definitions do not consider as belonging to
the Third World countries belonging to the socialist community (Cuba, Mongolia,
Vietnam, CMEA members; Laos, North Korea). Hungary does not consider Turkey
as belonging to the Third World. For reasons of consistency we had added Turkey to
the amount of Hungarian trade with the Third World.

The partner countries identified in the statistical yearbooks are rather stable for
each country in number. This number is however quite different from one country
to the other (Bulgaria records in average 65 partners; Czechoslovakia 60; GDR 30;
Hungary 75; Poland 50; Romania 42; USSR up to 70 in the seventies, 51 in 1982).

Specific mentions have to be made for:

Bulgaria: this country does not mention oil imports from 1979 on; in consequence
partners from which it imports exclusively oil disappear from the commodity sec-
tion of the foreign trade yearbook on the import side (Libya for instance).

GDR: the data for individual countries are only given for total trade, exports and
imports added, since 1975. Only the balance for total trade with the Third World is
given for GDR in the CMEA Statistical Yearbook. For this reason, line 2 is missing
for GDR in table II, and line 4 sums up exports and imports.

Hungary: the change in the exchange rate of the forint, which occurred in 1976,
introduced an upward bias in the statistical data (see text).

Apart in the first section of the article, no systematic comparison has been made
between the geographic and commodity composition of trade with the Third World
between the Six and the USSR. Any such comparison should take into account a
well-known peculiarity of the Soviet statistics: the exports to the Third World show
a high residual (both in the share of exports to identified countriés in total exports
to the Third World, and in the share of identified commodities in total exports). This
residual is generally assumed to be mostly arms exports. For the Six, no residual of
this type and magnitude appears. There is however, probably an arms trade be-
tween some of the Six and the developing countries; lacking original sources we
have disregarded this point.

For the geographical pattern of trade, we have used a classification of Third
World countries which is explained in text (I, A) and appears in Table IIL

For the commodity pattern, we have used the data published in UN sources
(Monthly Bulletin of Statistics), globally and by areas (Africa, total; Latin America,
comprising only countries of the Latin American Integration Association, formerly
Latin American Free Trade Association, which accounts for about 90-95% of trade
with Latin America, Cuba excluded; Asia, without Middle East). The original
sources could not be used here because two countries only, Czechoslovakia and Hun-
gary, publish a coherent composition of trade in value, according to the SITC classi-
fication. Thus, we have relied upon the UN sources, which suffer from internal in-
consistencies and obviously do not cover total trade with the developing countries.



TABLE |.—TRADE WITH DEVELOPING COUNTRIES: SHARES OF THE U.S.S.R. AND EASTERN EUROPE IN TOTAL TRADE

1970 1871 1972 1973 1974 1875 1976 1977 19718 1979 1980 1981 1982 1983
Eastern Europe (million dollars):
Exports 1,261 1375 1541 1869 3153 3942 4174 5103 5875 7014 8602 10412 10762 9,386
Imports 1,013 L1482 1633 2969 2980 3624 4199 4574 6499 8982 6926 6697 6778
Eastern Europe, U.S.S.R. (million dollars):
Exports 3300 3405 3963 585 7,631 8530 9,135 12350 14277 16618 19,183 22405 24,769 23,544
Imports 2285 2460 2849 3995 6119 7,137 7,345 8264 8727 11363 16829 17707 15935 16,443
Shares {percent) in total trade:
S.S.R.: :
Exports 619 59.6 61.1 68.1 987 537 54.3 58.7 58.8 51.8 522 53.5 56.5 60.1
Imports 55.7 514 51.2 59.1 515 58.2 50.7 49.2 4756 428 46.2 60.9 59.8 58.8
Bulgaria:
Exports 39 43 42 41 6.2 59 5.4 54 58 6.0 12 88 19 6.7
Imports 38 49 47 41 5.2 31 34 35 1 26 2.2 40 4.2 4.7
Czechoslovakia:
Exports 10.4 11.8 10.6 78 8.0 8.4 15 6.8 8.7 6.2 6.7 6.1 53 6.3
Imports 99 93 9.9 10.0 9.0 7.1 6.9 89 1.0 6.2 49 4.2 41 41
German Democratic Republic:
Exports 58 6.5 5.1 49 48 5.2 55 46 53 51 6.5 6.1 13 6.6
Imports 8.3 15 5.7 59 88 6.3 8.6 8.8 85 6.7 70 43 59 6.5
Hungary:
Exports 41 41 44 36 43 43 43 41 42 4.8 44 45 46 48
Imports 18 6.4 6.8 6.4 6.9 1.0 11 18 8.0 6.2 50 43 5.5 6.8
Poland:
Exports 83 8.1 75 56 87 10.3 10.0 8.4 12 18 8.6 6.9 6.2 59
Imports 89 8.7 89 16 8.2 8.5 8.0 8.5 93 121 10.6 53 35 43
Romania:
Exports 56 56 6.6 6.0 9.3 121 13.0 12.0 99 123 114 14.7 121 9.4
Imports 57 56 6.3 6.9 10.3 113 15.3 134 15.5 233 23.5 18.3 174 14.9
Total 7 countries:
Exports 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000  100.0
Imports 1000 1000 1000 1000 1000 1000  100.0 1000  100.0 1000 100.0 1000 1000  100.0

Note.—Eastern Europe: the Six (Bulgaria, Czechoslovakia, German Democratic Republic, Hungary, Poiand, Romania).

Source: Databank CRIES.

16



TABLE . —TRADE BETWEEN THE INDIVIDUAL EUROPEAN CMEA COUNTRIES AND THE DEVELOPING COUNTRIES

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
Bulgaria:
1. Exports 1299 147.0 1658 2377 4726 5043 4961 6616 8345 9985 13875 18159 19822
Imports 86.2 119.9 135.1 1637 3184 2223 2500 2885 2680 2961 3771 4848 T127
Balance 437 211 30.8 74.0 1542 2820 2461 3731 3990 7024 10104 13311 1,2695
2. Exports 1179 1296 1635 2364 4685 5021 4942 6597 8329 9978 13948 18172 19796
Imports 50.1 763 1320 1606 3141 2205 2462 2753 2562 2905 3676 4732 7018
Balance 67.8 533 315 758 1544 2816 2420 3844 5767 7073 1027.2 13440 12778
3. Exports 6.5 6.7 6.3 72 123 10.7 9.2 10.4 11.2 113 134 17.5 172
[mports 4.7 5.7 53 5.0 74 41 44 45 35 3.5 19 46 6.1
4. Exports 90.7 88.2 98.5 99.5 99.1 99.6 99.6 99.7 99.8 99.9 100 100 99.9
imports 58.1 63.7 97.6 98.1 98.6 99.2 98.5 954 95.6 98.1 97.5 97.6 98.5
5. Exports 100 113 127 183 363 388 381 509 642 768 1068 1,398 1,525
Imports 100 139 157 190 369 258 289 334 311 343 437 562 826
Czechoslovakia:
1 Exports 3419 4015 4202 4547 6093 7199 6817 8405 12415 11,0243 12858 13761 13189
Imports 2262 2296 2819 4004 5519 5045 5074 7319 6069 7060 8282 7408  683.0
Balance 1157 1719 1383 54.3 574 254 1743 1086 6346 3183 4576 6353 6329
2. Exports 3233 3330 3674 4255 5776 6826 6590 8023 9355 9615 12546 1,350.5 1,296.9
Imports 2207 2125 2721 3989 5358 4759 4982 7104 5891 6860 8186 7282  668.0
Balance 1026 1205 95.3 26.6 418 206.7 160.8 919 3464 2755 4362 6223 6289
3. Exports 90 9.6 85 15 8.6 8.6 15 8.2 10.1 18 86 93 8.4
Imports 6.1 57 6.0 6.5 73 56 5.2 6.5 48 49 5.5 51 44
4, Exports 9.6 829 87.4 936 9.8 94.8 96.7 95.5 754 938 97.6 98.1 98.6
Imports. 97.5 92.6 96.5 99.6 97.1 943 98.2 97.1 97.1 97.2 98.8 983 97.8
5. Exports 100 m 123 133 178 210 199 246 363 300 376 402 385
Imports. 100 101 125 17 244 223 224 324 268 312 366 321 302
German Democratic Republic:
1. Exports 1922 2226 241 287.9 3676 4438 4997 5713 7543 8428 12453 13629 18102
Imports 189.1 1856 1620 2345 5425 4516 6333 7241 8328 7660 11831 7639 9720
Balance 31 310 62.1 534 —1749 78 -—1336 -—1528 785 768 62.2 5990 8382
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Exports

Imports

Exports

Imports

Exports
Imports

Hungary:
Exports

Imports

Balance

Exports

Imports.

Balance

Exports

Imports

Exports

Imports

Exports

Imports

Poland:
Exports

Imports

Balance

Exports

Imports.

Balance

Exports

Imports

Exports

Imports

Exports

Imports

4.2 44 36 38 42 44 44 4.8 57 5.7 12 1.0 8.0
39 37 27 30 56 40 48 5.0 54 48 6.2 38 46
90.6 93.9 94.0 94.7 92.6 95.5 92.0 94.0 85.2 90.5 85.7 8.8 88.0
1000 1150 1170 1500 1910 230 2600 2070 3930 4380 6480 7200 9420
100.0 98.0 860 1240  287.0 2390 3340 3830 4400 4050 6260 4100 5140
1367 1388 1743 2114 3247 3639 3923 5007 5958 8050 8496 10177 1,1387
1774 1586 1930 2552 4247 4982 5233 6468 6982 7054 847.2 7552 9047
—408 198 187 —438 —100.0 —1343 —1309 —1461 —102.4 99.6 24 2625 2340
1410 1418 1703 2069 3166 3740 4180 5163 5043 7830 9368 10469 11475
183.6 1700 1984 2642 4468 5083 5383 6715 6028 7313 %062 7725  909.7
—426 282 281 513 -1302 —1342 —1203 —1552 —985 517 06 2744 2318
59 55 51 4.8 6.3 59 8.0 8.6 9.3 109 110 117 12.9
11 5.3 6.0 6.5 1.6 6.9 9.5 99 9.2 81 94 8.3 10.2
103 102 91.7 97.8 97.5 1028 1065 103 99.8 97.3 983 1029 1007
103 107 1028 1035  105.2 102 1029 1038 99.2 1037 1046 1023 1006
100 102 127 155 237 266 287 366 435 589 696 744 832
100 89 108 144 239 281 295 365 393 399 488 426 510
2747 2743 2911 3260 6668 8792 9139 10408 1,309 12022 1,6442 15376 11,5452
042 2051 2525 3054 5036 6054 5884 6989 8124 13715 17854 9462  596.3
70.6 59.2 44.5 26 1632 2698 3255 3419 2185 —793 —1412 5914 9489
2605 2404 2780 3031 6145 7837 8542 8946 8702 10798 13118 11737 11,2310
1960 2105 2467 3026 4994 5917 5852 6747 8061 13425 17419 9239 5899
64.5 299 313 4 U510 1920 2690 2199 641 —2627 4361 2498 6411
11 11 6.1 51 8.0 8.6 83 85 11 19 9.7 116 138
57 5.3 47 39 48 49 42 48 53 78 9.4 6.1 58
94.8 87.7 93.6 93.0 92.2 89.1 93.5 859 84.4 83.6 719.8 773 187
96.0 97.9 9.7 99.1 99.2 97.1 99.5 96.5 993 97.9 97.9 97.6 98.9
100 99.8 108 119 243 320 333 379 375 470 598 560 562
100 1054 124 150 247 298 288 342 398 672 874 463 292
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TABLE II.—TRADE BETWEEN THE INDIVIDUAL EUROPEAN CMEA COUNTRIES AND THE DEVELOPING COUNTRIES—Continued

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
Romania:

1. Exports 185.1 1912 2599 3513 7117 10309 1,1907 14884 14179 20516 21899 33016 3,0000
Imports 1204 1388 1962 2740 6275 6944 11216 1,088 13556 26541 3,960.8 32351 238406

Balance 55.7 52.4 63.7 774 842 3365 69.2  379.6 62.3 —6025 —1,7709 66.5 159.4

2. Exports 1585 1648 2189 2917 6284 9702 11082 12269 12209 17761 21595 32338 25503
|mports 1186 1275 1789 2495 5787 6540 10889 10283 13436 24487 39805 32125 27365

Balance 399 372 40.0 422 497 3162 20.3 1986 —1227 —6726 —1,791.0 214 1843

3. Exports 10.0 9.1 10.0 9.5 14.6 193 19.4 212 19.1 21.1 19.2 29.5 29.6
Imports 6.6 6.6 15 79 12.2 130 184 15.8 16.5 243 30.0 294 341

4 Exports 85.6 86.2 84.2 83.0 88.3 94.1 93.2 82.4 86.1 86.6 98.6 97.9 85.0
imports 917 919 91.2 9.1 92.2 94.2 97.1 92.7 99.1 923 971.7 99.3 96.3

5. Exports 100 103 140 190 384 551 643 804 766 1,108 1193 1,784 1621
Imports 100 107 152 212 485 536 867 857 1047 2050 3062 2500 219

USSR

1. Exports 20396 20302 24221 39857 44780 45883 49609 17,2470 84018 19,6033 10,580.9 11,993.1 14,1499
Imports 12729 14119 16285 23614 31506 41569 37207 40648 41540 48638 78474 10,781.2  9,316.9

Balance 7668 6183 7936 16243 13274 4314 1,240.2 31822 42479 47395 27335 12119 48330

2. Exports 1,241.4 13301 13573 18400 24523 27071 26421 33650 41873 52598 57987 69996 7,5804
Imports 12413 13896 16149 23385 31203 41457 36877 40069 4,090.6 48237 76802 10,6068 9,129.4
Balance. 01 —595 —257.6 —4985 —6680 —1,438.6 —1,0456 —6419 967 4361 —1,2881.4 —3,607.2 —1,549.0

3. Exports 159 147 158 18.6 16.3 138 133 16.1 16.1 16.1 148 138 15.2
Imports 109 113 10.1 112 127 11.2 9.8 10.0 8.2 8.4 11.5 148 119

4, Exports 60.9 65.5 56.1 46.2 54.8 59.0 533 46.4 49.8 54.7 54.8 58.4 53.6
Imports 975 98.4 99.2 99.0 99.0 99.7 99.1 98.6 98.5 99.2 97.9 98.4 98.0

5. Exports 100 99 119 195 219 225 243 355 412 471 519 588 694
Imports. 100 110 128 185 247 327 292 319 326 382 617 847 132

world (in percent); 4. Share of trade with identified developing countries in

Note.—For each country: 1. Total trade with the developing countries (million Gollars); 2. Trade with the identified countries in the Third World (miilion

the total trade with the developing countries. (in percent); 3.

dollars); 3. Share of total trade with the developing countries in the total trade with the
Index of growth (1970=100) by total trade by exporls and imports (line 1).
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TABLE IIl.—MAIN GROUPS OF PARTNERS IN TOTAL TRADE OF EASTERN EUROPE WITH THE THIRD WORLD

[Shares, in percentage]

Asia Latin America Africa (total) Africa (tropical) CSO (subgroup 1) €SO (subgroup 2) OPEC NIC's Middle East
Bports Imports  Exports  Imports  Exports  Imports  Exports  Imparts  Exports  Imports  Exports  Impots  Exports  Imports Exports  Imports  Exports  Imports
Bulgaria:
1970.... 57 4] 1 3 4] 57 4 1 0 0 2% 23 31 20 0 3 69 66
58 40 1 19 42 4] 10 2 0 0 22 15 65 20 1 22 1 55
56 68 1 10 43 22 4 6 2 1 29 9 68 29 1 7 83 58
56 44 9 27 KL 29 5 5 1 1 21 24 23 10 6 11 62 38
55 39 13 2 33 34 4 3 1 1 24 9 4 16 8 17 69 47
58 44 11 46 31 10 4 3 3 3 31 4 46 16 7 38 69 21
German Democratic Republic:
1970 39 26 34 2 2 10 9 18 50
1975 55 16 21 1 0 35 3 11 68
1981 46 22 32 14 10 23 38 19 51
Hungary:
1970 58 44 9 31 3 25 8 8 0 0 10 6 25 17 7 19 61 39
1975 66 49 12 26 22 24 4 12 0 0 28 32 54 38 5 18 14 46
1981 63 42 6 41 31 17 9 9 2 0 33 5 62 26 5 36 75 29
Poland:
1970 49 43 18 29 33 28 7 5 0 0 13 4 22 7 13 21 53 32
1975 51 36 18 22 31 4 4 4 0 0 14 7 41 11 Y 17 53 4
1981 49 28 16 61 35 11 8 0 3 0 20 0 47 13 13 59 64 21
Romania:
1970 59 61 6 15 35 24 2 1 0 0 7 5 40 2% 4 25 n 48
1975 62 57 8 8 29 36 3 1 0 0 18 1 46 57 8 8 73 81
1981 15 69 3 7 22 24 3 7 1 0 37 18 56 72 3 5 86 80
USSR.
1970 53 50 1 6 47 43 5 7 4 3 16 7 30 15 1 5 76 46
63 45 7 26 30 30 1 8 4 2 26 18 37 27 6 20 61 L
75 45 2 40 23 15 10 4 14 5 27 6 37 13 2 39 55 23

Source: Databank CRIES.
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TABLE IV.—RANKING OF INDIVIDUAL DEVELOPING COUNTRIES IN EXPORT AND IMPORT TRADE OF EASTERN EUROPE WITH THE THIRD WORLD, 1970, 1975, 1981

Bulgaria Czechoslovakia German Democratic Republic
1970 1975 1981 1970 1975 1981 1970 1975 1981
Bxports Imports  Exports  Imports  Exports  Imports  Exports  Imports Exports  imports  Exports  Imports  Exports  Imports  Exports  Imports IExp::s
mports
Egypt 1 1 7 ) R 9 1 1 3 1 4 1 1 1 2 2 8
India 2 2 6 2 3 5 2 2 4 3 5 2 2 2 3 4 4
Iran 9 3 4 2 6 7 6 4 6 [~ 1 8 10 3
Iraq 3 2 7 2 3 1 8 2 i [N 1 1 1
Libya 7 1 8 1 1 2 1 5
Algeria 6 [ - 4 [} 10 [ [ 10
Brazil 3 9 4 8 2 i 1 3 3 5 3 2
Moroeco 8 5 3 10 6 10 s . S
Syria 8 4 10 e 7 8 4 5 3 8 4 8 4 6 6
Turkey 5 5 6 5 4 8 6 (1 R 10 6 6 7 ) —
Argentina 9 10 8 9 4
Colombia 9 8 [ J— 9
Ecuador
Indonesia 8 6
Ivory Coast 10
Jordan 10
Kuwait
Lebanon 5 10 9 8 7 7 ) R 9 9 9 e
Malaysia 7 5 5 5
Nigeria 10 [} 4 9 10
Pakistan 4 6 5
Peru 3 7 4 5
Saudi Arabia 9
Singapore 9
Tunisia 7 10




Hungary Poland Romania
1970 1975 1981 1970 1975 1981 1970 1975 1981
Exports  Imports  Exports  Imports  Exports  Imports Exports  Imports  Exports  imports  Exports Imports  Exports  Imports  Exports  imports Exports  Imports

Egypt 1 3
India 2 1
Iran 4 5
lraq 10

Libya
Algeria 5
Brazil 6 2 2 1 4 4
Morocco 7 7
Syria 8 [ J—— 8 6 7
Turkey 3 4 [, 8 5 8 - J—— 4 6

Argentina 7 8 5 6 5 6
Colombia 10 7

Ecuador 10 10 9

Indonesia 6 6 9 et
Ivory Coast 5

Jordan 9

Kuwait 8 8

Lebanon 5 6 9 3
Malaysia 8 9 7 10

Nigeria 9 5 6
Pakistan 7 3 6 [ 8 L1V — 10 5
Pery 6 . 6 l

Saudi Arabia : 2
Singapore 4 10

Tunisia 9

N W oo
o~
w

—-w o

~ — o n

OO O — PO L WO~

Source: Databank CRIES.



TABLE V.—TRADE OF THE SIX WITH THE DEVELOPING COUNTRIES, TOTAL, COMMODITY COMPOSITION

[In percent of total trade)

1970 1972 1973 1974 1975 1976 197 1978 1979 1980 1981 1982
Exports:
0+1 103 93 9.7 144 12.5 129 13.7 141 13.8 138 12.8 137
244 3.0 36 3.9 37 31 34 4.6 4.4 41 41 73 6.9
3 2.6 2.3 2.7 2.6 3.6 40 40 29 30 25 6.7 41
5 83 9.0 8.3 9.5 116 9.6 9.8 99 1.1 118 10.6 10.0
6+8 304 319 320 32.5 218 28.7 28.0 209 289 283 26.1 248
7 427 427 414 36.5 40.5 419 395 39.8 38.7 38.8 334 320
04 159 15.2 16.3 20.7 19.2 204 223 214 20.9 204 26.8 24.6
5-8 814 836 817 78.5 799 79.6 173 70.6 181 789 70.1 66.8
Residual 24 1.2 2.0 8 9 0 A4 8.0 4 J 31 8.6
Imports:
0+1 35.8 32.5 34.6 287 243 26.9 344 30.1 251 25.7 26.4 19.2
244 40.5 31.0 30.5 314 216 233 213 222 224 20.1 16.2 138
3 4.7 17.3 17.5 249 342 38.1 32.5 36.5 39.4 433 459 59.8
5 22 18 15 16 R 6 N 9 11 11 1.9 1.0
6—8 16.0 165 147 131 11.2 104 108 10.1 10.6 9.3 19 56
7 3 8 1.0 4 6 4 3 3 2 2 4 2
0-4 81.0 80.8 82.6 85.0 86.1 88.3 88.2 88.8 815 821 88.5 92.8
5-8 18.5 19.1 17.2 151 125 117 118 1.3 119 10.6 9.7 6.8
Residual 5 1 2 0 14 0 0 0 K 3 1.8 A

Note.—Percentages of total trade are computed on the sum of SITC 0 to 9.
SITC classes: 0. Food and live animals. 1. Beverages and tobacco. 2. Crude materials, inedible, excluding fuels. 3. Mineral fuels, iubricants. 4. Animal/vegetable oils and fats. 5. Chemicals. 6. Manufactured goods by chief material. 7. Machinery
and transport equipment. 8. Miscellaneous manufactured goods. 9. Items not classified.

Sources: Monthly Bulletin of Statistics, August 1976, June 1978, May 1979, May 1982, May 1983, May 1984.
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TABLE VI.—TRADE OF THE SIX WITH THE DEVELOPING COUNTRIES OF ASIA (MIDDLE-EAST
EXCLUDED), COMMODITY COMPOSITION

[in percent of total trade]

Years 0+1 2+4 3 5 6+8 7 0-4 5—8  Residual

49 04 38 190 209 506 91 905 04
18 2.5 36 24 24 861 19 906 L5
26 29 49 202 228 453 104 883 1.3
10 34 44 185 258 401 148 844 8
52 19 53 305 219 344 125 868 8
43 14 4 229 221 410 132 860 8
38 2.0 0 284 20 425 58 939 3
38 19 0 07 221 381 57 909 34
43 20 1R 21 381 65 930 .5
34 19 d 0 341 25 369 54 935 1.1
13 3.0 0 282 312 302 43 956 B
21 9 0 323 32 32 30 966 3
40 432 7 J o306 J 619 321 0
231 356 1.7 g 361 20 604 393 3
26.2 392 1.9 L1 298 22 611 329 0
%1 314 25 8 323 8 656 340 4
251 361 17 4 B9 13 629 356 L5
274 400 14 2317 12 688 331 19
254 361 2.0 9 39 1.2 635 359 .6
195 419 29 4 29 13 703 295 2
174 470 2 3 309 12 645 325 30.
168 433 1 L X L7 602 365 33
213 395 3.0 30 305 L0 638 319 43
201 353 8 b6 387 L7 8.2 380 58

Note. —Percentages of total trade are computed cn the sum of SITC 0 to 9. _ - .

SITC classes: 0. Food and tive animals. 1. Beverages and tobacco. 2. Crude materials, inedible, exclmfrt‘zg fuels. 3. Mineral fuels, lubricants. 4.
Animal/vegetable oils and fats. 5. Chemicals. 6. Manufactured goods by chief material. 7. Machinery and transport equipment. 8. Miscellaneous
manufactured goods. 9. items not classified.

Sources: Monthly Bulletin of Statistics, August 1976, June 1978, May 1979: May 1982, May 1983, May 1984.

TABLE VIL.—TRADE OF THE SIX WITH THE DEVELOPING COUNTRIES OF AFRICA, COMMODITY
COMPOSITION

[In percent of total trade]

Years 0+1 2+4 3 5 6+8 7 0-4 5—8  Residual

124 19 36 1280 417 179 719 43
11.8 5.3 24 61 282 447 194 790 L6
12.7 6.4 39 68 302 373 280 743 27
210 46 17 86 315 36 273 717 9
191 37 1.3 &7 91 30 241 748 11
197 38 13 90 318 332 248 739 13

202 16 1.8 92 303 307 296 702 2
19.3 6.9 1.6 91 21 30 278 642 8.0
19.8 6.9 1.7 90 300 320 285 710 5
19.2 6.6 1.6 97 299 34 214 719 J

191 6.0 8 86 258 370 259 713 28
179 6.2 J 82 258 397 249 737 14

226 498 14 799 201 0
194 393 238 825 171 4
242 31 %60 8713 127 0
210 549 128 886 114 0
167 519 212 89.9 96 5

187 384 342 913 86 1
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TABLE VIL.—TRADE OF THE SIX WITH THE DEVELOPING COUNTRIES OF AFRICA, COMMODITY
COMPOSITION—Continued

{in percent of total trade]

Years 0+1 2+4 3 5 648 1 0-4 5-8  Residual
223 424 193 90.0 9.9 1
214 314 36 90.4 94 .2
89 298 528 91.5 8.5 0
199 234 827 96.0 40 0
62 191 507 96.0 40 e
109 110 763 983 17 0

Note.—Percentages of total trade are computed on the sum of SITC 0 to 9.

SITC classes: 0. Food and live animals. 1. Beverages and tobacco. 2. Crude materials, inedibte, excluding fuels. 3. Mineral fuels, lubricants. 4.
Animal/vegetable oils and fats. 5. Chemicals. 6. Manufactured goods by chief material. 7. Machinery and transport equipment. 8. Miscellaneous
manufactured goods. 9. Items not classified.

Sources: Monthly Bulletin of Statistics, August 1976, June 1978, May 1979: May 1982, May 1983, May 1984.

TABLE VII.—TRADE OF THE SIX WITH THE DEVELOPING COUNTRIES OF LATIN AMERICA, COMMODITY
COMPOSITION

fin percent of total trade]

Years 0+1 2+4 3 5 6+8 7 04 5-8  Residuat

6.4 5.7 28 64 404 376 149 844 0.7
9.1 b 40 74 41 317 137 863 0
6.6 6 22 83 337 459 94 818 28
6.7 8 10 106 337 313 184  Bl6 0
37 J 183 100 222 445 227 768 5
33 8 24 116 227 394 255 737 8
28 .2 200 93 153 524 230 770 0
4.1 2 13.7 95 215 499 180 809 11
24 3 129 138 219 488 156 844 0
23 3 96 149 171 556 123 816 1
6.8 29 148 247 165 340 245 752 3
25 11 272 44 136 244 314 624 .2
653 278 0 20 40 e 931 6.0 8
672 208 0 11 106 4819 121 0
639 215 7 1 126 J 80 140 0
674 172 7 d 136 3 883 17 0
676 110 7 18 123 J 83 W7 0
688 168 6 6 131 2 82 139 0
71 124 14 .5 9.0 4905 9.5 0
706 146 1.4 6 127 1 86 134 0
655 184 L6 15 130 2 85 148 0
615 217 5 16 147 1 836 164 0
615 228 23 15 17 1 86 134 0
1982.... 621 199 3.6 15 128 2 856 144 0

Note.—Percentages of total trade are computed on the sum of SITC 0 to 9. !

SITC classes. 0. Food and Iive animals. 1. Beverages and tobacco. 2. Crude materials, inedible, excluding fuels. 3. Mineral fuets, lubricants. 4.
Animal/vegetable oils and fats. 5. Chemicals. 6. Manufactured goods by chief material. 7. Machinery and transport equipment. 8. Misceilaneous
manufactured goods. 9. Items not classified.

Sources: Monthly Bulletin of Statistics, August 1976, June 1978, May 1979, May 1982, May 1983, May 1984.
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TABLE IX.—CLEARING AGREEMENTS BETWEEN EASTERN EUROPEAN AND DEVELOPING COUNTRIES IN

FORCE BEGINNING 1983
Bugaria (sl o?m%”m Himgary  Polnd  Romama USSR
Republic
Afghanistan X X X
Algeria X
Bangladesh X X X z X X X
Brazil X X X X X
Colombia X X X X X
Congo X
Ecuador * X X X X X
Egypt X
Ghana X
India X X X X X
Iran X X X X X X X
Lebanon 2 : X X X
Mali = X X X
Morocco ¢ X
Nepal X
Pakistan 2 X X ) X X X
Peru X
Somalia X
Syria X
Turkey 2 : X

* For most of the settlements.

2 For certain settlements only.

s Nonworking agreements.

+ Agreement expired on 31.12.81; in process of liquidation.

Source: IMF Yearbook on Exchange Restrictions {annual report 1983).

Note.—This study has been completed at a time when the trade
of Eastern Europe with LDCs had probably reached its highest,
point. In 1983 the exports of the Six sharply declined (by 13 per-
cent), and they seem to stagnate in 1984, while the imports slightly
increased (by 1 percent) in 1983 (a stronger growth seems to have
taken place in 1984). This is not enough to bring about a negative
balance of trade; however, the surplus with the LDCs is gradually
shrinking, still amounting to 2.6 billion dollars in 1983. The share
of the Third World in total exports of the Six declined in 1983 by
two points (from 13.5 to 11.4 percent) while its share in their total
imports remained constant (8.9 percent).
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The following analysis surveys the most recent trends in the
competitiveness of Eastern Europeans exports of manufactured
products to the West.! While trying to strengthen its position in
western markets, Eastern Europe has met rapidly increasing com-
petition from the newly industrializing countries (here: Argentina,
Brazil, Mexico in Latin America, and Singapore, South Korea,
Taiwan and Hong Kong in the Far East). Large-scale exports of
manufactured goods by the newly industrializing economies have
already put the Eastern Europeans in a difficult position. This
threat from the group of newly industrializing countries is likely to
intensify in the coming years, leaving even less room for additional
exports by Eastern Europe and possibly forcing them to lower
prices and accept reduced benefits from trade with the West.

The newly industrializing countries are likely to erode further
the market position of Eastern Europe (and the Soviet Union as
well) in the West, not primarily because of the recent shift in East-
ern Europe toward import cuts and a no-borrowing policy, though
these hurt its export potential. Much more important is the fact,
documented below, that Eastern Europe has started losing its tradi-

* The author is associate professor with the Department of Economics, Rensselaer Polytechnic
Institute, Troy, N.Y.

' Results of an early stage of this analysis were presented in K. Poznanski, New Dimension in
International Trade: East-South Competition in the West, Department of Economics, Cornell
University, December 1982.
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tional technological edge over the group of newly industrializing
countries over the last decade. In several industries, Eastern
Europe seems already to have lost its lead, for example in steel,
ships, and passenger cars, all major items of manufactured exports
to the West. There is also some evidence that the newly industrial-
izing economies may soon surpass Eastern Europe in technology for
computers, complex chemicals (including drugs), aircraft, and other
advanced products of which the region has not even begun to sell
significant quantities in western markets.

This competitive threat puts the overall trade relations between
Eastern Europe and the West in a completely new perspective. Up
to now, the improvement in these relations has been seen primari-
ly as a function of two factors, i.e., liberalization of import practices
by western countries and a parallel removal of some procedural ob-
stacles to trade operations by the state run enterprises in Eastern
Europe. However, with the emergence of the strong competition
from the newly industrializing countries those measures for liberal-
ization of trade on both sides are unlikely to yield much benefit.
What is now a real prerequisite of any significant improvement in
Eastern Europe-West trade is the ability of Eastern Europe to
strengthen its competitiveness relative to the newly industrializing
countries. To accomplish that, systemic reforms covering more
than just foreign trade procedures and going much beyond what-
ever has been done by any of the Eastern European countries (in-
cluding Hungary) will be required.

I. INTRODUCTORY REMARKS ON THE IMPORT-LED PoLIiCY

A latest response by Eastern Europe (and the Soviet Union) to
structural problems, including the falling rate of growth, declining
productivity pace, and poor quality of products has been the so.
called import-led policy begun in the late sixties (see: P. Hanson?).
Most recent moves by Eastern European planners have moved the
region away from this track, but it would be premature to conclude
whether or not the region has completely abandoned the import-led
policy. The essence of this policy has been to open Eastern Europe
more widely to the pool of western technology through more inten-
sive imports of machinery and equipment, coupled with more ag-
gressive purchase of licenses. In addition, the import-led policy
called for use of western credits to finance the bulk of increased
purchases even at the risk of incurring heavy debts vis a vis the
West (see: J. Montias?).

Particular Eastern European countries have varied not only in
their commitment to western imports, but also in terms of the role
assigned to western imports in their foreign trade policy. One can
argue that countries such as Hungary, Poland, and Romania decid-
ed to use western imports to radically improve their competitive
position in western markets. They expanded their western trade at
the expense of the mutual trade with other Eastern Europeans and
the Soviet Union (this applies particularly to Romania). Other

2 P. Hanson, “The End of Import-Led Growth? Some Observations on Soviet, Polish, and Hun-
garian Experience in the 1970’s,” Journal of Comparative Economics, vol. 6, No. 2 (June, 1982).

3 J.M. Montias, “Observations on Recent Trends in East-West Trade,” Yale University, June
1983 (mimeograph), 1-2.
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countries have been more conservative, meaning that they intend-
ed to use western imports primarily to stimulate their intra-region-
al trade (particularly that with the Soviet Union) and to push ex-
ports on western markets only as far as dictated by balance-of-pay-
ments considerations.

Eastern Europe decided to experiment with the import-led policy
many years after a somewhat similar move was made by a number
of Latin American and Far Eastern economies. Initially, some Far
Eastern countries such as Singapore and Taiwan in the middle fif-
ties, and then the three Latin American economies in the early six-
ties put in motion a policy of intensive borrowing of western tech-
nology and of using foreign financing to pay the bill. Singapore and
Taiwan made this move with the clear-cut intention of promoting
world-wide exports, seen as a major growth engine from the start.
However, South Korea started the import-led policy with a domes-
tic concern and only in the early seventies it decided to use west-
ern resources for export promotion. Countries like Argentina,
Brazil, and Mexico originally insisted on using western technology
and financing to replace foreign goods with domestic production,
but in the middle seventies they also decided to balance their im-
ports more with export promotion.*

Eastern Europe has not only been a latecomer, but it also made
only a limited adjustment to prepare its economy for the opening
to western countries, compared with the fundamental changes
made by some of the newly industrializing countries. Eastern
Europe, for instance, adopted international rules of patenting (at
least for foreigners), and accepted commercial channels for technol-
ogy transfer (i.e., licenses) as a routine process. Some other, rather
minor changes have been made as well, but they left the core of
the bureaucratic system unchanged, including the complete state
monopoly in trade, nonconvertible currencies, and multiple ex-
change rates. Moreover, Eastern Europe has remained virtually
closed to direct western investment even though some regulations
allowing for such operations were promulgated by several countries
in the region by the mid-seventies (see: J. Svejnar et al.®).

In contrast, the switch by the newly industrializing countries to
an import-led policy was often accompanied by radical reforms.
South Korea, for instance, after many years of bureaucratic regula-
tion of its relations with the world economy, returned in the mid-
fifties to an uniform exchange rate system and instituted almost
full convertibility, simultaneously with elimination of most govern-
mental intervention in trade.® In countries such as Brazil and
Mexico, many formal obstacles to a free-trade mechanism were re-
laxed in the process of opening their economies to the world (e.g.,
some constraints on convertibility instituted shortly after World
War II). Almost uniformly, the countries now called newly industri-

+See more: R. B. Neves, “The Expansion of Manufactured Exports, “Bank of London South
America Review, vol. 16, No. 11 (May 1982).

sJ. Svejnar and S.C. Smith, “The Economics of Joint Ventures in Centrally Planned and
Labor-Managed Economies,” Journal of Comparative Economics, No. 6 (1982), 148-172. Also P.
Marer, “Joint Ventures in Hungary,” 1972-1983, School of Business, Indiana University, Janu-
ary 1984 (mimeograph). . R

sC.R. Frank, K.S. Kim, and L.E. Westphal, “Foreign Trade Regimes and Economic Develop-
ment: South Korea,” (New York: National Bureau of Economic Research, 1975).
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alizing backed their import-led policies with a set of regulations en-
couraging foreign direct investment, Singapore being the most ag-
gressive in this among Far Eastern countries, and Brazil and
Mexico in Latin America.”

Even this short review suggests that some kind of trade conflict
between these two groups of countries on western markets was
foreseeable, and that a substantially better performance by one of
them could easily undermine the continuation of import-led policy
by another. The following analysis determines whether a potential
trade conflict has materialized, and projects trends in the exports
of manufactured goods by both groups of countries to western
economies. This comparison of export performance should also pro-
vide some grounds for judging the relative efficiency of particular
variants of the import-led policy pursued by Eastern Europe on the
one hand (i.e., reliance on licenses and turn-key projects) and the
newly industrializing countries on the other (i.e., focus on foreign
direct investment).

II. AGGREGATE ANALYSIS OF TRADE PERFORMANCE IN THE WEST

A. Changes in the Value of Exports
Both groups of countries reported substantial increases in their

» total sales to the West in the last decade, with the newly industri-

alizing countries sharply exceeding the performance by Eastern

‘Europe. Undeflated time series on total exports to the OECD coun-

tries show that Eastern Europe increased its sales from $3.5 billion
in 1970 to $15.5 billion in 1981, or by 439 percent. Despite the size
of this increase, Eastern Europe was unable to widen its share of
the OECD market, which instead dropped from 1.5 percent in 1970
to 1.2 percent in 1981, or by 0.3 points (Table 1). The growth index
for the newly industrializing countries was 899 percent, with re-
spective sales of $19.7 billion in 1970 and $87.2 billion in 1981.°
This expansion of total exports was strong enough to allow the
newly industrializing countries to increase their market share from
4.2 percent in 1970 to 6.7 percent in 1981, or by 2.5 points (Table 1).

TABLE 1.—MARKET SHARES OF EASTERN EUROPE AND THE NEWLY INDUSTRIALIZING COUNTRIES IN
THE OECD TOTAL IMPORTS OF MAJOR MANUFACTURED GOODS—1970, 1980, 1981

{In percent]
1970 1980 1981 1982 1983
1. Total (SITC-0 to 8):

Eastern Europe 15 13 12 11 11
NIC total 42 57 67 68 81
Latin America 24 25 30 31 3.6
Far East 18 32 37 371 44

2. Manufacturers total (SITC-5 to 8):
Eastern Europe 1.2 14 12 12 11
NIC total 28 62 14 85 86
Latin America 6 1.4 15 17 17

’ See more: “National Legislation and Regulations Relating to Transnational Corporations,”
(New York: United Nations Centre on Transnational Corporations, 1983).

s ?balculated from: Trade by Commodities, Imports, 1981 (Paris: CECD, 1983).

° Ibid.
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TABLE 1.—MARKET SHARES OF EASTERN EUROPE AND THE NEWLY INDUSTRIALIZING COUNTRIES IN
THE OECD TOTAL IMPORTS OF MAJOR MANUFACTURED GOODS—1970, 1980, 1981—Continued

{In percent)
1970 1980 1981 1982 1983
Far East 22 48 59 68 68
3. Chemicals (SIC-5):
Eastern Europe 15 14 15 15 1.5
NIC total g 17 21 20 23
Latin America 7 9 13 11 14
Far East .2 8 8 9 9
4. Manufactured goods (SITC-6):
Eastern Europe 16 16 15 16 17
NIC total 21 47 51 60 69
Latin America 7 15 16 19 2.3
Far East 14 32 41 41 4%
5. Machinery and transport equipment (SITC-7):
Eastern Europe 6 8 6 5 4
NIC total 12 42 50 54 66
Latin America 3 1l 14 15 18
Far East 9 31 36 39 48
6. Miscellaneous manufacturers (SITC-8):
Eastern Europe 18 2.1 18 17 1.6
NIC tota! 108 173 201 206 213
Latin America b 12 16 15 15
Far East 102 161 185 191 198

Source: Calculated from: Trade by Commodities, Imports (Paris, OECD, 1983).

The poor performance by Eastern Europe during 1981 contribut-
ed strongly to this divergence in export trends, but by no means
can it be attributed to the latest events alone. In 1981, sales from
Eastern Europe declined by 14.6 percent, which reduced its market
share in the OECD import by only 0.1 points, from 1.3 percent in
1980 to the aforementioned 1.2 percent in 1981. Interestingly, none
of the Eastern European countries reported any marked improve-
ment in that year, with a majority of them showing substantial
losses. Poland, hit by a severe economic crisis, contributed much to
this drop in Eastern European exports, but Czechoslovakia, Hunga-
ry, and Bulgaria suffered their share too. By contrast, the 1981 ex-
ports from the newly industrializing countries increased by 13.4
percent, with only sales by Argentina stagnating. This boost helped
increase their market share from 5.7 percent in 1980 to the afore-
mentioned 6.7 percent in 1981, or by 1.0 points (Table 1).

For those who perceive Eastern Europe as technologically more
advanced than the developing countries, including the newly indus-
trializing ones, it must come as a surprise that the area in which
‘Eastern Europe has been most outmatched are exports of manufac-
tures, i.e., chemicals, manufactured products, machinery and trans-
port equipment, and miscellaneous. Exports of manufactures from
Eastern Europe to the OECD increased by 497 percent during
1970-1981, whereas the relevant index for the newly industrializing
countries was 1336 percent, the difference being 839 points.*® As a
result, Eastern Europe was only able to keep its 1970 market share
of 1.2 percent in 1981, while the newly industrializing countries in-

10 Ibid.
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creased their portion of the OECD imports of manufactures from
2.8 percent to 7.4 over that period (Table 1).

The gap in export performance has been particularly drastic in
the machinery and transport equipment group (see Figure 1). In
this particular category—considered technologically most complex
among all manufactures—although the Eastern Europeans demon-
strated results above the average for total exports, they still con-
trasted sharply with the achievements of the newly industrializing
countries. The growth index for Eastern Europe in 1970-1981 was
123 percent, while exports of machinery and transport equipment
from the newly industrializing countries increased by 1861 percent
during that period, a difference of 1138 points.u Consequently, the
Eastern European share in the OECD dropped from 1.6 percent in
1970 to 1.5 percent in 1981, compared with a sharp increase from
2.1 to 5.9 percent by the newly industrializing countries as previ-
ously reported (see Table 1).

The comparison of Taiwan with the whole group of Eastern Eu-
ropean exporters of machinery and transport equipment is most
striking. In 1970, exports by Taiwan to the OECD market amount-
ed to $183 million, which exceeded by some margin the sales of
Czechoslovakia, the then leader among Eastern Europeans, with a
total of $135 million. In 1981, Taiwan sold machinery and transport
equipment for about $4 billion, more than twice East Europe’s ex-
ports ($1933 million). In fact, Taiwanese exports exceeded by four-
fifths the joint exports of Eastern Europe and the Soviet Union in
1981. Interestingly, the exports from Taiwan were slightly less
than those of Eastern Europe in 1977, but since then they almost
tripled while those of Eastern Europe increased only by 27 percent
with a sharp drop reported in 1981.:2 '

Eastern Europe’s exports of machinery and transport equipment
are below the exports of three Latin American countries as well,
even though the countries give more priority to domestic concerns
than do the Far Eastern economies. The Latin Americans have
hewed closer to the Eastern European policy, not only in their do-
mestic focus, but also in their strong stress on heavier equipment,
such as ships, machine tools, motor vehicles (i.e., passenger cars
and trucks) and specialized machinery (e.g., for steel-making), in
contrast with the consumer electronics and household equipment
favored by the Far East. Still, the three Latin American countries,
Brazil in particular, have performed much better than Eastern
Europe. In 1970, Latin American exports of machinery and trans-
port equipment amounted to $201 million whereas Eastern Europe
reported $369 million, or 183 percent of the former. In 1981, on the
other hand, Eastern Europe sold goods valued at $1934 million,
compared with $4175 million by Latin America, or only 41 percent
as much.

* This dramatic difference is even better illustrated by the comparison of the best performing
Eastern European i.e,, Hungary with the 950 percent increase and the leader from the other
group of countries i.e., Singapore with the 4982 percent index.

12 Calculated from: Trade by Commodities, Op. cit.

** More in: K. Poznanski, Direct Investment by Multinational Corporations and Technol?cal
Change in Eastern Europe and Latin America. Revue d’Etudes Comparitives Est-Ouest, No. 2,
June 1985 (forthcoming).
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In all other groups of manufactures Eastern Europe has also
been falling behind the newly industrializing economies. Chemi-
cals, whére many western observers had expected a massive ap-
pearance of Eastern Europeans products, proved no exception.
Chemicals were the only manufactures where Eastern European
exports exceeded those by the newly industrializing countries in
1970: respective sales amounted to $235 million and $144 million,
or three fourths as much for the newly industrializing countries.™
In 1981, however, sales by the latter amounted to $1897 million,
whereas Eastern Europe sold chemicals for $1346, just the reverse
of 1970 proportions. The share of Eastern Europe in OECD imports
of chemicals was 1.5 percent in 1970 and it remained at this level
in 1981. At the same time, the newly industrializing countries in-
creased their share from only 0.9 percent in 1970 to 2.1 percent in
1981 (see Table 1).

In manufactured goods, including various types of materials for
further processing (i.e., steel, nonferrous metals, cotton and other
types of fabric etc.) Eastern Europe was exporting already less than
the newly industrializing countries in 1970, with respective sales of
$762 million and $970.2 million. In 1981, the difference in sales was
much more drastic, with Eastern Europe exporting $1.3 billion,
whereas the newly industrializing countries earned as much as
$10.7 billion, more than nine times the Eastern European total.’s
While Eastern Europe reported a loss in its market share, which
dropped from 1.6 percent in 1970 to 1.5 percent in 1981, the newly
industrializing countries gained in the OECD market, increasing
their share from 2.1 percent to 5.7 percent over the period. The
three Latin American countries by themselves were supplying
larger fractions of this market in 1981 than Eastern Europe, al-
though their share in 1970 was much less (see Table 1).

The category of manufactures in which Eastern Europe was most
outmatched by the exports from the newly industrializing countries
in 1970 was that labeled miscellaneous, composed mostly of gar-
ments, footwear, and furniture. By that time, the exports from
Eastern Europe totaled $339 million, while the newly industrializ-
ing countries sold goods for $2.1 billion, or six times as much.¢ In
1981, Eastern Europe exported products for $2.2 billion, only slight-
ly more than the newly industrializing countries did in 1970.” By
1981, the total sales by these countries amounted to $24.2 billion,
almost eleven times more than Eastern Europe. The market share
of Eastern Europe did not change during 1970-1981, remaining at
1.8 percent, whereas the newly industrializing countries increased
their fraction of OECD imports from 10.8 percent in 1970 to 20.1
percent in 1981, a dramatic improvement considering the high ini-
tial share (i.e., in practice by the Far East).

B. The Magnitude of Trade Conflict

The fact that exports of manufactured goods by the newly indus-
trializing countries to the West have been expanding much faster

14 Calculated from: Trade by Commodities, Op. cit.
1s Thid.
16 [bid.
17 Ibid.
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than sales by Eastern Europe does not necessarily imply, by itself,
that the two groups of countries are engaged in an open trade con-
flict. This would have been the case only if they had moved into
the same product areas. To find out whether there are strong over-
laps or not, one can look at the composition of the leading export
items offered by these countries in western markets. The data on
manufacturing exports to the OEDC reveals that, while there were
few overlaps in 1970, their magnitude was very substantial in 1980,
due either to the successful promotion of new exports by the newly
industrializing countries in areas where Eastern Europe had earli-
er concentrated its export effort (e.g., in steel and ships), or to the
parallel expansion of new exports by the two groups of countries
(e.g., in passenger cars and motor vehicle parts).
In 1980, as much as one third of manufacturing exports, repre-
senting major positions in total sales by particular countries, con-
“sisted of similar products. They included: garments, footwear, steel,
electrical machinery (particularly rotary electric plants), passenger
cars and motor vehicle parts (including internal combustion en-
gines), and ships. Some difference in the product structure were
present as well, but they do not change the overall picture of
strong similarities. Thus, the newly industrializing countries were
more ‘dependent on sales of telecommunication equipment (e.g.,
radio receivers in Taiwan and Hong Kong), and office machines
(e.g., Mexico), whereas several types of chemicals and machine
tools played particularly significant roles in a few Eastern Europe-
an countries (e.g., Czechoslovakia and East Germany).:¢
These overlaps are stronger than the aforementioned comparison

of product structure of exports suggests, since it appears that
within the overlapping general product categories, the sales from
both groups of countries tend to concentrate in the same lower, or
medium quality segments. This is suggested by the comparison of
export-unit values (i.e., prices per kilogram) obtained by Eastern
Europe and the newly industrializing countries, compared with
those paid to western exporters. With only very few exceptions, the
export-unit values paid in 1980 for exports of ten selected manufac-
tured goods to the OECD-Europe amounted, for Eastern Europe
and the newly industrializing countries, to only one half, or less, of
those obtained by western countries for their products of the same
category—but clearly representing a higher quality level (see Table
2).

18 Ibid.



TABLE 2.—EXPORT-UNIT VALUES (PER KILOGRAM) FOR SELECTED GOODS EXPORTED TO THE OECD—EUROPE, 1980

[In US. doflars]
oot Internal . "
e W e SR amwe MR TSN o PP e

Western Europe:

Great Britain 1.65 1.57 3.34 0.77 6.74 6.05 13.74 11.19 5.01 21.06

Italy 137 11.30 3.59 65 6.76 5.96 10.51 9.88 5.29 16.68

France 122 1290 3.39 63 1.09 1.27 10.65 8.92 5.86 15.46

West Germany 1.52 10.04 2.90 60 .1 9.18 14.06 12.27 6.54 23.57
East Europe:

East Germany 15 574 2.04 38 5.00 2.18 5.92 4.61 1.69 315

Czechoslovakia .76 5.42 2.12 34 377 197 8.66 347 2.12 6.85

Poland 82 570 3.04 33 3.16 2.58 1.98 3.66 319 943

Hungary n 5.94 2.14 35 6.39 2.34 3.76 6.56 ..o 10.53

Romania 15 5.40 1.69 .36 2.53 2.01 7.84
NIC:

Brazil 6.62 3.06 39 4.56 267 1.87 9.26 3.58 17.89

Mexico. [/ X T (137 R—— 4.55 21228

South Korea 193 1.21 2.60 49 14.54 1827 5.18 6.19

Taiwan 11.01 5.06 285 2.58 1.65 111.65 6.25 1.89

1 Exports to Japa

2 Exports to the Umted States.

Source: Calculated from, Trade by Commodities, Imports (Paris: OECD, 1982).
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There is also an evidence that the newly industrializing coun-
tries very rarely sell manufactured goods of lowest relative price
(calculated per kilogram), whereas Eastern Europe does it quite
often. In the ten product categories covered here, the lowest export
unit value was usually paid to one of the Eastern Europeans. For
instance, in 1980 exports of passenger cars, the lowest price was ob-
tained by East Germany, namely, $1.69 per kilogram, compared
with $4.55 per kilogram for Mexican suppliers. East Germany also
received the lowest price for its footwear—$3.15 per kilogram of ex-
ports in 1980 (compared with $17.89 paid to Brazil). Poland ob-
tained only $1.98 per kilogram of its textile and leather machinery,
in sharp contrast to the $6.25 per kilogram paid on the OECD-
Europe market to Taiwan (see Table 2).

The aforementioned contrast in relative prices can be seen as a
further evidence that, at least in these ten product areas, the
newly industrializing countries have surpassed some of the Eastern
European industries. However, this data could also be interpreted
in a different way, namely as an indication that the newly industri-
alizing countries may not push their poor-quality goods on western
markets, whereas the Eastern Europeans might choose to sell such
products because no higher-quality substitutes are available at the
moment. This is only speculation, but not without some merit if
one recalls the well-demonstrated fact that the Eastern European
economies, with an irrational price-structure and misguided incen-
tive system, do not optimize their trade but rather tend to target
their export revenues to balance an arbitrary amount of imports
(see: T. Wolf **) permitted by the planners.

A look at the geography of exports from both groups of countries
suggests, however, that the trade conflict might be less severe than
indicated by the aforementioned data. This is because most of the
exports from Eastern Europe are headed toward Western Europe,
the Common Market in particular, whereas the newly industrializ-
ing countries are primarily geared to the United States and Japa-
nese markets. For instance, in 1980 the United States imported
90.2 percent of all the manufactured goods exported to the OECD
group by the newly industrializing countries, but only 7.1 percent
of corresponding Eastern European sales.? At the same time, the
members of the Common Market purchased only 27.0 percent of ex-
ports from the newly industrializing countries and as much as 62.6
percent of the manufactured products sold by Eastern Europe to
the OECD in that year.2

Under closer examination, it turns out that Eastern Europe is
exposed to strong competition not only in the United States but
also in Western Europe. The last decade’s advances by the newly
industrializing countries have helped them improve their market
position in Western Europe relative to that of Eastern Europe.
Moreover, the newly industrializing countries in many instances
have captured larger shares of the market for certain goods import-
ed by Western Europe than is the case with Eastern European ex-

* T. Wolf, “Optimal Foreign Trade for the Price-Insensitive Soviet-Type Economy,” Journal of
Com tive Economics, vol. 6, (1982), 54-67.

b o dcul.al;ed from: Trade by Commodities, Op. cit.

= Ibid.
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ports (e.g., garments, several consumer electronics). The highest
shares obtained by newly industrializing countries in their leading
exports much exceed what the Eastern Europeans have been able
to gain in their most important export items (e.g., some petrochem-
icals, steel).

The strong attachment of the Eastern Europeans to the Western
European market is a handicap in their competition with the
newly industrializing countries, for Western Europe, particularly
the Common Market shows a lower propensity to import manufac-
tured goods from all newcomers than does the United States. In
1980, for instance, the Common Market imported 54.8 percent of all
manufactured products purchased by the OECD countries, but only
39.7 percent of those coming from Eastern Europe and the newly
industrializing countries combined. In contrast, the share of the
United States in total OECD manufactured imports in that year
was 17.6 percent, but the respective share in the imports from
Eastern Europe and the newly industrializing countries was 50.6
percent.2?

III. ANaLysis OF Basic PrRopucTs OF MANUFACTURING SECTOR

To further test some of the above observations and bring new ele-
ments to the analysis, a more disaggregated look at both groups of
countries is necessary. The following section focuses on several
manufacturing sectors in Eastern Europe and the newly industrial-
izing countries. These industries cover the whole production spec-
trum, ie., intermediate goods, capital goods, and consumer prod-
ucts, and they also represent areas of particular importance for
export promotion by both groups of countries. The analysis of
changes in competitiveness includes: firstly, comparison of produc-
tion capacities as one of the major preconditions of trade, secondly,
assessment of relative technological levels, seen as another trade-
determining factor, and, finally, comparison of actual export data.
These are presented so as to highlight directly the trade struggle
between Eastern Europe and the newly industrializing countries.

A. Intermediate Goods

Eastern Europe entered the last decade with a substantial advan-
tage in the production of intermediate goods over all the newly in-
dustrializing countries. If the production levels of key intermediate
products indicate economic advancement, the newly industrializing
countries, as a group, would have to be regarded as lagging dra-
matically behind Eastern Europe in both 1970 and 1981. However,
one should also look at the qualitative aspects, including the tech-
nological level of production in this sector of industry and at com-
petitive positions on the world market as well. A look at this quali-
tative aspect suggests that, while lagging in quantities, the newly
industrializing countries represent a comparable if not superior
level of technology in such products as steel or certain chemicals,
and that they outcompete Eastern Europe in the western markets
for these products as well.

2 Ibid.
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1. IRON AND STEEL INDUSTRY

The Eastern Europeans entered the seventies with production ca-
pabilities in the steel industry several times larger than those of
the newly industrializing countries. In 1970, the total output of
steel ingots in Eastern Europe was 38.4 million tons, whereas the
newly industrializing countries (excluding Argentina, Hong Kong,
and Singapore) made less than 11 million tons in that year, or only
about one quarter of the Eastern European total.?® In 1981, howev-
er, this difference was substantially smaller. By that time Eastern
Europe produced 62.0 million tons and the newly industrializing
countries made 27.9 million tons, almost half the Eastern European
output.? Due to the last decade’s expansion, Eastern Europe was
able to increase its share in the world production of steel (ingots)
from 6.7 percent in 1970 to 8.0 percent in 1981, or by 1.3 points. In
the same period, the newly industrializing countries enlarged their
share in world output from an estimated 1.8 percent to 4.1 percent.
This improvement resulted mostly from a tremendous expansion of
steel production in Brazil and South Korea, whose individual out-
puts, however, remain small by Eastern European standards (e.g.,
Brazil’s production was smaller than that of Poland or Czechoslova-
kia in 1981).

While smaller in quantitative terms, the steel industry of the
newly industrializing countries is in some cases more technological-
ly advanced than the Eastern European one. Much effort has been
put forth by the Eastern Europeans to modernize their industries,
including substantial purchases of western equipment. Most of this
equipment has continued to be supplied, however, by the Soviet
Union, which lags behind the West in technologies for the final
stages of steel processing and in high-quality steel. This situation
contrasts with that of the newly industrializing countries, supplied
mostly by large western corporations, particularly from Japan.
Partly for this reason, the steel industry of the newly industrializ-
ing countries is using more of the most advanced technologies than
is Eastern Europe. To illustrate, in 1980 the share of oxygen-blown
steel in total output was about 65.9 percent for Brazil, and 76.2 per-
cent for South Korea; whereas the corresponding share for Poland
was around 39.1 percent, in Romania 44.4 percent, and in Bulgaria
57.0 percent, the highest among Eastern Europeans (also higher
than that of the Soviet Union), and only 9.3 percent for East Ger-
many # (see Figure 4).

The recent increase in production and technological capacities by
Eastern Europe has not been of much help in the effort to pene-
trate western economies, at least as far as market shares are con-
cerned. The share of Eastern Europe in OECD imports of steel was
4.9 percent in 1970 and remained at that level by 1981. By and
large the Eastern Europeans, including the most export-oriented
steel industry of Czechoslovakia, export their steel not for purely
profit-type reasons but rather because they are forced to exchange

= From Yearbook of Industrial Statistics (New York: United Nations, 1979).

 Calculated from Monthly Bulletin of Statistics, (New York: United States, 1982).

» See K. Poznanski, “New Dimension in International Trade: East-South Competition in the
West,” Op. Cit. Also: K. Poznanski, “International Diffusion of Steel Technologies, Time Lag and
the S of Diffusion,” Technological Forecasting and Social Change, No. 23, (1983), 305-323.
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their surpluses of inexpensive carbon steel for high-quality (chiefly
alloy) steels made in the West. This picture differs much from that
of the newly industrializing countries, some of which (e.g., South
Korea) have clearly developed their capacities primarily for the
world market, including that for speciality steels. Not surprisingly,
these countries were able to increase their share in OECD imports
¥011)111 a31; insignificant 0.3 percent in 1970 to 5.1 percent in 1981 (see:
able 3).

TABLE 3.—SHARES OF EASTERN EUROPE AND THE NEWLY INDUSTRIALIZING COUNTRIES IN THE
WORLD PRODUCTION (a) AND THE OECD IMPORTS (b)

1970 1975 1980 1981

1. Intermediate goods:
1.1 Steel (ingots):
() Share in production:

Eastern Europe 6.7 19 85 80

Newly industrializing countries 18 2.5 42 41
(b) Share in imports:

Eastern Europe. 49 49 5.8 49

Newly industrializing countries. 3 A 438 5.1

1.2 Products of polymerization and copolymerization:
(a) Share in production: *

Eastern Europe 1.9 3.3 44 47
Newly industrializing countries 1.0 3.0 5.6 5.8
(b) Share in imports:
Eastern Europe 7 0.3 15 1.8
Newly industriatizing countries. 0 0.1 17 2.3
2. Capital goods:
2.1 Ships:
() Share in production: ,
Eastern Europe 39 3.7 6.5 6.0
Newly industrializing countries 9 25 132 146
(b) Share in imports:
tastern Europe . 23 2.8 44 22
Newly industrializing countries . 6 0.8 5.2 8.5

2.2 Machine tools:
(a) Share in production:

Eastern Europe Ny 90 115 78 19

Newly industrializing countries 1.2 1.2 28 32
(b) Share in imports:

Eastern Europe 49 48 36 3.1

Newly industrializing countries. 0 0 2.1 34

3. Consumer goods:
3.1 Passenger cars:
(a) Share in production:

Eastern Europe 1.6 2.2 28 i

Newly industrializing countries. 17 33 51 e
(b) Share in imports:

Eastern Europe. 2 3 A 3

Newly industrializing countries. 0 0 2 3
3.2 Radioreceivers: -
(a) Share in production:

Eastern Europe. 2.5 37 28 29
Newly industrializing countries ) 215 419 447 414
(b) Share in imports:
Eastern Europe. 3 4 3 3
Newly industrializing countries. 146 297 385 397
3.3 Watches:

(a) Share in production:
Eastern Europe.
Newly industrializing countries.
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TABLE 3.—SHARES OF EASTERN EUROPE AND THE NEWLY INDUSTRIALIZING COUNTRIES IN THE
WORLD PRODUCTION (a) AND THE OECD IMPORTS (b)—Continued

1970 1975 1980 1981

(b) Share in imports:
Eastern Europe 4 3 3 1
Newly industriafizing countries J o 13 306 325

2. PRODUCTION OF PETROCHEMICALS

Eastern Europe entered the seventies with a slight edge over the
newly industrializing countries in the production of modern petro-
chemicals, a fact reflected for instance in the relative size of poly-
vinylchloride (PVC) output in both groups of countries. The output
of PVC—one of the crucial intermediate products of the petrochem-
ical industry—amounted to 556.3 thousand tons in Eastern Europe
(excluding East Germany) in 1975, compared to 467.4 thousand tons
in the newly industrializing countries (excluding Singapore and
Hong Kong). However, this gap closed a few years later, and in
1981 the respective outputs were 735.6 and 985.8 thousand tons.?¢
In the production of synthetic fibers the newly industrializing
countries have built up even a bigger edge, as the comparison of
Eastern Europe with South Korea and Taiwan indicates (see:
Figure 3). In recent years, Eastern Europe has significantly re-
duced its investment in chemicals due to the higher prices of Soviet
oil since the 1975 revision of intra-regional pricing mechanism.
Many newly industrializing countries (e.g., Taiwan, South Korea)
have scaled down their programs as well, also due to the higher
prices charged by exporters of oil form Middle East and elsewhere.
However, oil-rich countries like Mexico are likely to continue théir
expansion—as indicated among other things by its increasing
output of ethylene —and this may give the newly industrializing
countries a clear edge over Eastern Europe in the coming years.’

This last decade’s expansion of petrochemicals has been based on
more or less the same sources of technology in both groups of coun-
tries, i.e., western manufacturers of processing equipment. Most of
the major installations have been imported by Eastern Europe on a
turn-key basis from the West, due to the lack of sufficient capac-
ities in the region and heavy shortages of modern equipment in the
Soviet Union. The picture for the newly industrializing countries is
similar with one significant difference, namely, they have relied
less on purchases of complete installations than on direct invest-
ment by petrochemical corporations. No significant direct invest-
ment by western corporations has taken place in Eastern European
petrochemicals, while, for instance, more than half of the total
output of the South Korean petrochemical industry comes from for-
eign subsidiaries and joint-ventures.?® This closer integration of the

* Calculated from Yearbook of Industrial Statistics, (New York: United Nations, various
years).
7 See: Maly Rocznik Statystyczny GUS, 1983, Op. cit.
= See: B.Y. Koo, “The Role of Foreign Direct Investment in Recent Korean Economic
Growth,” Cornell University, 1982 (mimeograph), 69-71, lists thirteen foreign firms operating in
Continued

~
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newly industrializing countries is likely to give them some advan-
tage over Eastern Europe, for instance in terms of access to some
secrets of production technology.?

Many countries in both groups have directed much of their new
petrochemical output to the western economies. This has resulted
in a visible improvement of their market positions. For instance, in
the area of polymerization and copolymerization products, Eastern
Europe increased its share of OECD imports from 0.7 percent in
1970 to 1.8 percent in 1981, even though its share in total imports
of chemicals as mentioned before, did not change at all: the largest
gains were reported by East Germany, Czechosolvakia, and Hunga-
ry. Even more impressive was the progress reported by the newly
industrializing countries, whose share in 1970 was negligible but in
1981 reached 2.8 percent, with major supplies from South Korea
and Taiwan (see Table 3). There are grounds, however, to believe
that both groups of countries will find it difficult to go beyond their
current share of western markets, since they are not likely (aside
from Mexico) to withstand the growing competition from oil-rich
countries (e.g., Indonesia, Saudi Arabia).

B. Capital Goods

In capital goods Eastern Europe had a clear advantage over the
newly industrializing countries by the end of the sixties. This was
. partly dueto-the earlier industrial take-off by Eastern Europe, par-
ticularly Czechoslovakia and East Germany. It also resulted from
an exceptionally high priority given to the capital goods industries
by the Eastern European planners, who perceived this sector as a
major engine of technological change in their economy. Since the
early sixties many developing countries have intensified their in-
vestment effort in capital-good manufacturing, especially Brazil
and Mexico with their drive toward import substitution, and South
Korea mostly for strategic reasons (i.e., its confrontation with
“North Korea). This effort has resulted in a substantial reduction of
~original differences in output, and in some cases the newly indus-
-trializing countries have even surpassed Eastern Europe (e.g,
ships). There is evidence that they have been even more successful
in catching up with the Eastern European level of technology (e.g.,
in computers and electronic components).

1. COMMERCIAL SHIPS

In the production of ships®* Eastern Europe enjoyed an enor-
mous lead over the newly industrializing countries in 1970. The
total tonnage of ships made in Eastern Europe was 849.6 thousand
GRT (excluding Czechosolvakia, Hungary, and Romania), compared
with around 215.0 thousand GRT (not including Mexico and Hong
Kong), or one quarter as much. The total output of the newly in-

= petrochemical industry, all of them but one (Dow Chemical, Netherlands) of joint-venture type
with 50 percent or less foreign ownerships.

» See more on the policy by exporters of technology from the West, E. Mansfield, et al., “For-
eign Trade and U.S. Research and Development” (February 1979), Review of Economics and Sta-
tistics, vol. LXI, No. 1.

» From: Lloyd’s Register of Shipping, Annual Summary of Merchandise Ships Completed
(Launched) in the World, (London) various years. y
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dustrializing countries was, in fact, only half of that supplied by
Poland alone (i.e., 463.4 thousand GRT in 1970). By 1981, however,
when the tonnage of Eastern European ships was 1037 thousand
GRT, the newly industrializing countries build an estimated 2550
thousand GRT, two and a half times as much as Eastern Europe.
By this time South Korea, with virtually no production at the be-
ginning of the seventies, made more ships than Eastern Europe.
This difference in the production build-up resulted in an increase
in the Eastern European share of world output from 3.9 percent in
1970 to 6.0 percent in 1981, whereas the newly industrializing coun-
tries enlarged their share from 0.9 percent to 14.6 percent during
that period (see Table 3).

Eastern European shipbuilding was also more technologically ad-
vanced in the early seventies, with Poland being the unquestion-
able leader in the whole sample of countries here analyzed. While
Eastern Europeans were involved in production of various vessels
types—including many involving complex technology—the new in-
dustrializing countries were concentrating on relatively simple
tankers and other bulk cargo ships (in South Korea only wooden
vessels were made by 1970). However, during the last decade the
newly industrializing countries appear to have acquired more of ad-
vanced technology than Eastern Europe, mostly due to their closer
relations with western multinational corporations, Japan in par-
ticular.* In many respects some of the newly industrializing coun-
tries are more advanced now than Eastern Europe. One piece of
evidence, is the fact that these countries are heavily involved in
the production of relatively complex containerships and oil-rigs,
which are made by Eastern Europe in marginal quantities only.32

Due to these trends in the production capacities and technology
level of shipbuilding in both groups of countries, the newly indus-
trializing economies have been able to build up an export potential
which largely exceeds that of Eastern Europe. In 1970, Eastern
Europe (i.e., East Germany, Bulgaria, and Poland) exported to the
world ships valued.at $406.6 million, while the newly industrializ-
ing countries (i.e., Brazil, Mexico, Taiwan, South Korea, and Singa-
pore) sold only $33.6 million.3s In 1979, Poland and East Germany,
the major exporters in Eastern Europe, sold ships for about $1.3
billion, only slightly above the exports by the newly industrializing
countries of estimated value $1.2 billion.?* But in 1982, the South
Korean shipbuilding industry alone reported book-orders, the ma-
jority from foreigners, for a total tonnage much above that ob-

*The only two Brazilian shipyards able to make large vessels are Japanese subsidiary, see:
Brazil :I;ndustria.l Policies and Manufactured Exports, World Bank, Report No. 3766-82, July 2,
1982, 130-131.

321n 1981, three newly industrializing countries, Brazil, South Korea, and Taiwan made con-
tainerships of the total tonnage of 110.3 thousand GRT, representing 15.2 percent of the world
output of those vessels, while Eastern Europe reported the output of 8.7 thousand GRT or 1.2
percent of the world total. From: Maty Rocznik Statystyczny GUS, 1983, (Warszawa, 1983), 325-
326

3 From: Bulletin of Statistics on World Trade in Engineering Products, (New York: United
Nations 1981) and Yearbook of International Trade Statistics, vol. I. Trade by Country (New
York: United Nations, 1981). Since the data for Eastern Europe are presented in dollar values
converted from local currencies with artifically high exchange rates the advantage of Eastern
Europe in 1970 is likely to be exaggerated, while the lead by the newly industrializing countries
in 1979 is almost certainly underestimated.

¢ Ibid.
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tained by all of Eastern Europe in the largely depressed world
market for ships.?®

2. COMPUTER EQUIPMENT

The production of computers began much earlier in Eastern
Europe than in the newly industrializing countries, with Czechoslo-
vakia and Poland being the unquestioned leaders in the region.
The real breakthrough in the computer industries of Eastern
Europe took place only in the last decade when all the countries of
the region—with strong pressure from the Soviet Union—moved
into manufacturing compatible computers. At the same time, some
of the newly industrializing countries have attracted some western
subsidiaries and made an effort to establish their national compa-
nies as well (e.g., Brazil in minicomputers which are fully reserved
for domestic companies.*® However, many of them while preparing
to launch the necessary programs soon, still do not operate any siz-
able computer industries (e.g., Taiwan % and South Korea). There is
some evidence that due to the recent build-up of its computer in-
dustry, Eastern Europe has been able to retain, at least temporari-
ly, if not increase, an original edge in the scale of computer produc-
tion over the newly industrializing countries.®

While smaller in scale, the production of computers by the newly
industrializing countries seems to represent a higher technological
level than the Eastern European computer-makers, and the same
picture holds in the area of components manufacturing. The
newest models manufactured by Eastern Europe are copies of an
American computer family introduced to the market in the mid-
sixties, and there are many indications that these copies are of
poorer quality than the originals (see S. Goodman 39), In contrast,
the newly industrializing countries rely on direct supplies of west-
ern technology not much different in vintage from that used by the
leading western—notably American—manufacturers, (Brazil is a
good case in point). The United States is also a major source of
technology for electronic components, including that for chips,
which is generally not available (through official commercial chan-
nels) to-the Eastern Europeans. The latter have to go instead

35 See Norwegian Shipping News, vol. 38, No. 7 (21 May 1982).

s More in: P.B. Tigre, “Technology and Competition in the Brazilian Computer Industry,”
(New York: St. Martin’s Press, 1983) 39-73.

* Three U.S. companies (Texas Instruments, Key Tronic, and AT&T plan a muiti-million in-
vestment in Taiwanese electronic industry. This plan includes the manufacturing of integrated
circuits (also very large-scale circuits) and keyboards, but no sizable production of computer sys-
tems will begin in the close future. From: “High Technology Investment to be Stepped Up in
Taiwan,” Financial Times, (Sept. 13, 1983), 6.

s According to P.B. Tigre (see: footnote 32), the total value of Brazil’s output of computer and
peripherals was estimated for $1.1 billion in 1981, less than the combined output of two Eastern
Europeans, i.e., East Germany and Poland in 1979, equal $1.2 dollars (From: K. Tasky, “Eastern
Europe: Trends in Imports of Western Computers Equipment and Technology” in: East Europe-
an Economic Assessment, part 2, Joint Economic Committee, U.S. Congress, Washington D.C,,
July 10, 1981).

“y S. Goodman, “Computing and The Development of the Soviet Economy” in: “The Soviet
Economy in the Time of Change,” Joint Economic Committee, Washington D.C., 1979, vol. I,
524-553. Also S. Goodman, “Computing and Technology Transfer, An Overview,” World Politics,
vol. 80, No. 4 (July 1979).



79

through a slow process of reverse-engineering, in which only some
successes have been reported to date.s

Final products of the computer industry continue to be insignifi-
cant in the exports of manufactures on wesiern markets by both
Eastern Europe and the newly industrializing countries, only
Brazil recently reporting somewhat more significant sales (e.g., to
Japan). In both groups of countries, suppliers are still too limited to
allow any large-scale exports, with Eastern Europe being addition-
ally constrained by the incompatibility of its systems with those op-
erated in the West (see K. Tasky *!). This picture contrasts with the
sales of computer components, where the newly industrializing
countries, but not Eastern Europe, have made substantial progress
in the West. For instance, while almost no sales of integrated cir-
cuits and microprocessors by Eastern Europe were reported in the
United States in 1981, the newly industrializing countries exported
$518 million worth of such components, representing fully 24.0 per-
cent of the total imports by the United States in this product cate-
gory'd'l

C. Consumer Goods

The consumer industries in Eastern Europe traditionally have
been underinvested, although there are some indications of in-
creased interest in their expansion among planners during the sev-
enties. Also, consumer goods are less traded than other products in
these generally “undertraded” economies. Not surprisingly, East-
ern Europe has performed more poorly in the consumer sector
than the newly industrializing countries, where no particular bu-
reaucratic constraints have been put on investment, thus making
the dilemma between the domestic and world market less of a
problem than it is in Eastern Europe. In this case, Eastern Europe
was much behind already in 1970, and the gap in the scale of ex-
ports and technological level of most consumer goods has widened
since. . :

1. PASSENGER CARS AND PARTS

Production of passenger cars and parts is one of the many con-
sumer industries in which the newly industrializing countries
achieved a marked advantage over Eastern Europe as early as the
sixties, despite the lower income level of the former. This fact in
itself comes as no surprise, if one considers the low priority given
to the consumption sector in Eastern Europe in the later post-war

“ There is some evidence that while Eastern Europe is generally lacking a domestic capability
to develop technology for a large-scale manufacturing of chips, some of the newly industrializing
countries are able to acquire this technology from the West or develop by themselves. A. Spaeth,
“Korean Companies Set Expensive Plans to Make Microchip Plants Competitive,” Wall Street
Journal, (Feb. 9, 1984), 30, reports that four major South Korean electronic companies are
spending a total of threequarters of a billion dollars on their semiconductor production facilities
(e, 64K chip and the next generation 256K memory chip) to be licensed by western corpora-
tions or independently developed by Koreans.

01;1 K. Tasky, “Eastern Europe: Trends in Imports of Computers Equipment and Technology,”
.cit.

“*From: U.S. Imports for Consumption and General Imports, 1981, U.S. Department of Com-
merce, Washington D.C,, 1982. Those components include: monolithic integrated circuits; bipolar
monolithic integrated circuits; MOS random access memories; MOS memories; microprocessors
MOS; MOS integrated circuits; chips as parts for semiconductors.
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decades, but the magnitude of the advantage is striking. In 1970,
Eastern Europe made only 358 thousand cars while the newly in-
dustrializing countries, particularly in Latin America, supplied 560
thousand units, almost 50 percent more.*s In 1980, the respective
numbers were 813 thousand and 1.7 million, giving the newly in-
dustrializing countries an edge of almost 210 percent.** The same
picture holds in the production of motor vehicle parts, where the
newly industrializing countries have invested much more effort
than has Eastern Europe, partly in response to the western multi-
national corporations policy of relocating much of their parts pro-
duction to labor-cheap countries of Latin America (e.g., Ford in
Brazil) and the Far East.

In the late sixties both groups of countries were manufacturing
outdated models and in order to modernize their production at
least some of them have recently turned to western countries for
more advanced technology. Among the newly industrializing coun-
tries Brazil has been the most successful and has built up large-
scale production of the most advanced medium-quality compact
cars (i.e., fuel-efficient, front wheel, two-door), most of the technolo-
gy being supplied by the U.S. subsidiaries (e.g., Ford). South Korea
and Taiwan * are completing large facilities for making the newest
compact cars, based on technology from Japanese multinational
corporations. In contrast, the most modern Eastern European coun-
tries, i.e., Poland and Rumania, manufacture models based on mid-
sixties technology, lately imported from the West, while East Ger-
many and Czechoslovakia retain even more outdated technology of
late-fifties vintage.

Despite initially smaller capacities, Eastern Europe became more
involved in exporting cars to the West by the early seventies, and
it continues to have some edge over the newly industrializing coun-
tries. In 1970, the share of Eastern Europe in OECD car imports
was 0.2 percent, and it increased to 0.3 percent in 1981, compared
with an increase from less than 0.1 percent to 0.3 percent achieved
by the newly industrializing countries over the same period (see
Table 3). However, strong evidence suggests that the latter will
soon surpass the Eastern Europe as exporters. Poland, the major
exporter in the region, will not soon expand its sales above the pre-
crisis level, while East Germany and Czechoslovakia are being
eliminated from western markets due to the obsolescence of their
cars. In contrast, the newly industrializing countries seem to be
ready to continue their rapid export growth, Brazil in particular.s
This is likely not only because of the aforementioned capacity ex-
pansion and relatively advanced automotive technology, but also
because these countries are going to be helped in their export ef-

« From: World Automotive Market, Automobile International, (New York, 1979 and 1980).

+ Ibid.

s The largest South Korean car maker Hyundai Motor Company, currently has the capacity
to produce 110 thousand cars and trucks, but in 1985 it will open a new plant capable of produc-
ing 300 thousand front-wheel-drive cars annually. From: GM, Daewoc Seen Signing Car-Making
Pact, Wall Street Journal, (Mar. 1, 1984).

s« More: C.J. Dahlman, “Foreign Technology and Indigenous Technological Capability in
Brazil,” World Bank, May 1982 (mimeograph), 30-37. According to some sources Brazil’s produc-
tion of passenger cars is believed to increase up to 1.4 million units in 1985, giving this country
the sixth place on the world list of major producers. See: Brazil set to join top car producers,
Financial Times, (May 16, 1983).
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forts by the western multinational corporations, which previously
were interested in promoting Eastern European exports to the
West.

2. CONSUMER ELECTRONICS

Already in 1970, the newly industrializing countries as a group
had outperformed Eastern Europe in the production of some con-
sumer electronics products, such as radio receivers and television
sets, and this gap has subsequently. widened dramatically. In 1970,
the newly industrializing countries made 35.4 million radio receiv-
ers, while Eastern Europe produced only about 3.0 million, one
twelfth as much. In 1981, the former reported output of almost 74.0
million radios, compared with the Eastern European production of
4.9 million, or one fifteenth as much. Even more drastic has been
the widening of the early gap in television sets, where the produc-
tion by the newly industrializing countries increased from 2.5 mil-
lion units in 1970 to 19.8 million in 1981, whereas Eastern Europe-
an output expanded from 2.2 million in 1970 to 2.9 million in 1981,
the latter output representing only one-sixth of that by the newly
industrializing countries in that year (and less than Brazil’s pro-
duction, 3.2 million).#” Among other products in this category, elec-
tronic calculators and watches *¢ provide good examples of how rap-
idly the newly industrializing countries have been increasing their
edge over Eastern Europe.

In the early seventies the newly industrializing countries enjoyed
some technological advantage over Eastern Europe and there is
sufficient evidence that the difference has grown. For instance, in
the production of television sets almost all the makers among the
newly industrializing countries have moved to large-scale manufac-
turing of color sets based on the latest western technology, particu-
larly that supplied by Japan. In Eastern Europe, only Hungary and
Poland have acquired western technology for color television, while
the others either continue to manufacture black and white sets
only, or rely on inferior Soviet technology. In 1978, the production
of color sets represented almost 41.5 percent of total production in
Taiwan and 32.7 percent in Brazil, but only 28.7 percent in East
Germany and 9.3 percent in Poland.*® In 1983, this share amounted
to 56.4 percent in South Korea and only 37.3 percent in the Soviet
Union (see: Figure 4). To give another example, in the production
of electronic watches, the leaders among the newly industrializing
countries (e.g., Hong Kong), utilize the most advanced microproces-
sor technology, while Eastern Europe has taken only the first steps
toward refocusing its production on digital models.

*" In countries like Bulgaria a drastic drop in total products of both radio receivers and televi-
sion sets was reported in 1976-1980. The output of radio receivers decline from 227 thousand in
1976 to 51 thousand in 1980.

* Comparison with Taiwan is in place here. Taiwan’s output of electronic (the only made)
watches was 284 thousand in 1975, while the leading Eastern European producer East Germany
manufactured 3.789 thousand watches in that year. In 1979, Taiwanese production reached 8018
thousand, while East Germans made 3.967 thousand watches. (Eastern European production was
4.486 thousand units). From: Yearbook of Industrial Statistics, 1981, (New York: United Nations,
1982) and Monthly Statistics of the Republic of China, No. 174 (June 1980).

* From: Maly Rocznik Statystyczny GUS, (Warszawa: GUS) various years, and Statistical
Pocket Book of the German Democratic Republic, (Berlin), various years.
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Eastern Europe has never been an important source of consumer
electronics for the world market, and intra-regional trade has not
been of much significance either. Only Hungary, Romania, and
Poland have lately tried to launch some exports to the West, while
the traditional suppliers, East Germany and Czechoslovakia have
not. With this effort Eastern Europe has been able, for instance, to
keep its 1970 share of the OECD market for radio receivers equal
to 0.3 percent by 1981.5 This is to be compared with an increase
from 14.6 percent in 1970 to 39.7 percent in 1981 reported by the
newly industrializing countries (see Table 3). Even more striking is
the case of watches, where the Eastern European share dropped
from 0.4 percent to 0.1 percent, while the newly industrializing
countries increased their fraction from a very low 0.7 percent to
32.5 percent during 1970-1981 (see Table 3). In the case of radio re-
ceivers, Eastern Europe had no chance against the competition
from newly industrializing countries as early as the early seven-
_ties, but the example of watches shows that it has been unable to
grasp the opportunities still existing in some categories of con-
sumer electronics.

IV. FUTURE TRENDS IN THE TRADE CONFLICT

There is rather strong evidence suggesting that the threat posed
to Eastern European exports of manufactured goods by the newly
industrializing countries is very likely to intensify in the coming
years. This is suggested, among other things, by the fact that many
newly industrializing countries continue to invest heavily in the
export-industries, whereas most of the Eastern Europeans are
going through a period of squeezed investment programs. More-
over, at least up to the late eighties most of the funds allocated to
investment in Eastern Europe will benefit such sectors as energy
production, agriculture, and housing, none of them intended or
likely to improve exports in a direct way. It is also uncertain
whether these investments will have any strong indirect impact on
export promotion, (ie., .relaxation of some import requirements
which could help to increase the imports of western equipment
needed to back up the export industries in the region).

This failure can be illustrated with a few examples from indus-
tries discussed earlier in this analysis. For instance, most of the
further increase in steel output in Eastern Europe in the near
future will come from gradual modernization of existing mills,
while most of the newly industrializing countries will be building
large additional capacity. Romania is the only country in Eastern
Europe where the national plan assumes a construction of new
mills. According to the guidelines for 1986-1990, the output of
crude steel should be doubled (from 12.6 million tons in 1983 to 25-
27 million by 1990), but the lack of local iron ore and coke deposits
may undermine this plan. By contrast, South Korea is moving
ahead with its plan to build a second integrated steel mill of 2.7

% In the whole group of telecommunication and sound recording apparatus (including radio
receivers) the Eastern European share of the OECD imports was 0.2 percent in 1970, and it con-
tinued to be at this level in 1984, while the newly industrializing countries increased their share
from 4.1 percent to 21.2 percent over that period. From: Tradeby Commodities, Imports, (Paris:
OECD, 1983).
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million tons in capacity by 1987, ultimately raising it to 12 million
tons (and so making it one of the largest in the world).5! Mexico is
expected to increase its output from 7.4 million tons in 1981 to 19.2
million tons in 1990, by constructing new plants with western
help.5? There are some signs, however, that, due to the current dif-
ﬁculties, Mexico may cut down its ambitious programs by a large
margin.

None of the Eastern Europeans intends to invest in a physical
expansion of their car industries,5® and will rather reduce their
effort at retooling and model upgrading, as in the case of Poland,
for example. The Polish government has expressed its interest in
getting involved in a new car plant of a venture type, but it may be
difficult to attract western partners given the poor state of the
economy. After years of deliberations East Germany and Czechoslo-
vakia have started their modernization programs, which are not
going to sharply increase their outputs. By contrast, countries like
Brazil and Mexico are heavily investing in the construction of new
plants with Mexico planning a facility for one hundred thousand
small cars a year to be supplied from 1986.5¢ South Korea has al-
ready begun to expand its car industry with the help of western
multinational corporations as well.s

One factor that may help the newly industrializing countries in
their current effort is the ability to raise larger sums in fresh cred-
its and get much of their current obligations rescheduled by west-
ern banks and international institutions on better conditions than
Eastern Europe. The most difficult to predict is the borrowing by
the three big debtors in Latin America, ie., Argentina, Brazil,
Mexico, but the magnitude of their obligations makes their revival
so critical for the international financial market that they could
continue to absorb much of the new money. By contrast, these pos-
sibilities remain very much closed to Eastern Europeans. After
three to four years of almost no new credits for the region, and a
painful rescheduling of the Polish debts, at least some financial in-
stitutions are trying to reopen their lending. This fact is marked by
the recent bank loan to Hungary *¢ and the government sponsored
credit-line opened to East Germany lately. These loans, however,
are small and limited to trade credits and special projects only.
There are, so far, no signs of a large-scale return to the general-
purpose loans so popular in the seventies,>? even though Eastern
IIES;ISrIC)E‘? has been able to reduct its total debt to the West since

0 51 S318.3Martin, Japanese agree to transfer steel expertise to South Korea, Financial Times, (Dec.
, 1983).

2 Mexican Steel Production Moves into Top Gear, Latin America Weekly Report, Vol. VII,
No. 42 (Oct. 26, 1979).

3 According to some western sources, Bulgaria is interested in og:;ning new facilities by 1986,
and reach a yearly output of 100 thousand compact cars by 1990. : Business Eastern Europe,
(June 24, 1983).

¢ A Japanese beat for the Mototown Sound, Economist, (Jan. 14, 1984), 59-60.

*The U.S. General Motors plans to invest in a joint-venture with the second largest car
maker in South Korea, Daewoo Corporation to expand its output by 100 thousand units, to be
sold mostly in the United States: From: “GM, Daewoo Seen Signin Car-Making Pact,” Op. cit.

*¢ A. Shlaes, “U.S. Banks Looking to Lend Again In Financially Sounder East Europe,” Wall
Street Journal, (Mar. 1, 1984), 32.

** Ibid., gross debt to the West reportedly was reduced by Eastern Europe from $67.4 billion in
1981 to $61.7 billion in 1983 (June).

2 J.M. Montias, “Observations on Recent Trends in East-West Trade,” Op. cit., 2.
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Another circumstance which puts the newly industrializing coun-
tries in the better position is that, on the top of large amounts of
credits, they are .financially backed with substantial direct invest-
ment by western corporations, which Eastern Europe has failed to
attract. Eastern Europe remains in a few cases totally closed to for-
eign investment (e.g., Czechoslovakia), while other countries—with
their bureaucratic systems—are unable (not excluding Hungary 5°)
to provide conditions as attractive as those created by the newly in-
dustrializing countries. The current gap in cumulative foreign
direct investment (see K. Poznanski ), is likely to widen in the
coming years, due to the indecisiveness of Eastern European plan-
ners regarding current laws and to the generally poor political cli-
mate in East-West relations. These cause corporate managers to
consider the region as high risk compared with the newly industri-
alizing countries. _
The future outcome of the competition between Eastern Europe
and the newly industrializing countries will depend not only on
supply factors (e.g., access to credit and investment capital), but
also on the ability of these groups of countries to develop favorable
trade arrangements with western countries. There is no doubt that
Eastern Europe has been unable to negotiate as good conditions as
those enjoyed by the newly industrializing countries, particularly
in the case of the United States and Japan, two of the most vital
markets for manufactured goods supplied by “newcomers”.¢* With
recent decisions (e.g., suspension of most-favored-nation status for
Poland and cancellation of Romania’s right to the Generalized
-System of Preferences by the United States), the situation has even

deteriorated for Eastern Europe. Nor is the region in a position to
. assure, at least for the time being, that it will be treated equally in
the recent round of quota reductions, affecting such crucial exports
as steel and garments.

Eastern Europe will very likely remain in a disadvantageous po-
sition as an exporter of manufactured goods, also because, as al-
ready mentioned, it does not seem to be prepared to integrate more
closely with multinational corporations, which in practice do most
of the trade in manufactures. While the current export offensive by
the newly industrializing countries benefits heavily from the pres-
ence of subsidiaries of western multinational corporations, with
their distribution and service network, Eastern Europe continues
to rely mostly on its own narrow channels. Instead of opening itself
to direct investment, Eastern Europe .promotes buy-back agree-
ments, which can hardly be considered a noble substitute, due to
the inflexibility of those arrangements and their conflictual nature
(e.g., they are strongly opposed by the European Economic Commu-

59 See: P. Marer, “Joint Ventures in Hungary, 1972-1983,” School of Business, Indiana Univer-
sity, January 1984 (mimeograph). . .

@ K. Poznanski, “Direct Investment by Multinational Corporations and Latin America,” Tbid,
estimate that direct western investment in Eastern Europe can be estimated at $64 million in
1983, while the cumulative value of such investment in Brazil was $21.2 billion in 1981.

1 The recent moves by the U.S. Government reduced the amount of imports from the newly
industrializing countries which, are subject to a duty-free entry to the United States under the
Generalized System of Preferences, see: E. Lachica, “U.S. to Cut Duty Breaks to Mexico,
Taiwan, and South Korea, Expand Other Benefits,” Wall Street Journal, (Mar. 28, 1984), 37.
This decision will affect imports valued at $11.9 billion, in which $3.7 billion from Mexico, $1.63
billion from Hong Kong and $1.76 billion from South Korea.
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nity and the Organization for Economic Cooperation and Develop-
ment as a threat to the free-trade idea ).

V. CONCLUSIONS

First, as the above data indicate, the recent effort to accelerate
exports of manufactured goods to western markets, by Eastern
Europe (and the Soviet Union as well, but to a lesser degree due to
its small reliance on manufacturers) has met with an unforseen ob-
stacle in the form of rapidly expanding exports of similar types of
goods by the newly industrializing countries. In some export cate-
gories Eastern Europe had already been surpassed by the newly in-
dustrializing countries in the late sixties. These were mostly con-
sumer manufactures, such as garments, radio receivers, and televi-
sion sets, to which little East European investment was directed in
the years before. Now, the newly industrializing countries lead in a
large number of intermediate and capital goods as well (e.g., steel,
ships). As the present evidence shows this more successful promo-
tion of exports to the West by the newly industrializing countries,
results in part from their faster technological modernization, which
have already given them an edge over traditionally more advanced
Eastern Europe in several industries.

Second, the seriousness of the recent threat from the newly in-
dustrializing countries does not result only from their proven tech-
nological ability to make the same simple manufactures which
dominate Eastern Europeans supply to the West. It also stems from
the fact that the latter do not show any superiority in advanced
goods, such as synthetic drugs ¢ or computers and peripherals, the
latter group of products being closer analyzed in this paper. If the
situation in other technologically complex products is not different
from that in drugs and computers, than one can argue that, at
least in the short-run, Eastern Europe has no choice but to compete
with the newly industrializing countries in the area of unsophisti-
cated products, where the latter have already proven more success-
ful. This inability to quickly replace exports of traditional manufac-
tures with advanced products fundamentally distinguishes Eastern
Europe from most of the industrial countries of the West, where
the trade in traditional manufactures—also threatened by the
newly industrializing countries—is gradually giving way to more
advanced products.

Third, the trends in Eastern European exports on western mar-
kets documented here clearly contradict most of the early projec-
tions that envisioned a flooding of the West with cheap manufac-
tured goods made by the Eastern Europeans with the help of west-
ern technology and financing. Even if there were no trade squeeze
and reorientation (i.e., switch to the Soviet market), as is taking
place now, Eastern Europe would be in no position to flood the
western market for manufactures in the coming years. This is be-

@2 See: “East-West Recent Developments in Countertrade,” (Paris: OECD, 1981), 29-30.

& The weakness of Eastern Europe is, in part, rejected by the fact that its market position in
the West has been eroded in the last years. In 1970, Eastern Europe accounted for 0.9 percent of
the OECD imports of medicinal and pharmaceutical products but in 1980 the respective share
was 0.4 percent only. This contrasted with the substantial improvement reported by the newly
industrializing countries, namely from 1.1 percent in 1970 to 2.5 percent in 1981.
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cause the fundamental precondition for large-scale export expan-
sion by Eastern Europe to the Western markets has become over
the last years the ability of its industry to compete with the export-
ers from newly industrializing countries. This ability, we have
shown, Eastern Europe clearly lacks.

Fourth, this analysis provides an additional argument for the su-
periority of the export-oriented—and one should add foreign invest-
ment-oriented—economies over those geared to import substitution
and to an autarkic policy of economic growth. Other authors have
demonstrated that the former policy has enabled the group of
newly industrializing countries to perform better than those of the
non-oil and gas rich countries from the developing world, which
embarked on the import-substitution policy, India and Pakistan
being good cases in point (see A. Krueger ). The evidence present-
ed here indicates that the recent record of the newly industrializ-
ing countries is also superior—at least in technological terms—to
that of the centrally planned economies of Eastern Europe, which
have recently tried to depart—slightly and rather inconsistently—
from their deeply rooted autarkic tendencies (see comment by: P.
Marer ).

Fifth, considering the nature of the obstacles to Eastern Europe-
an trade with the West, one can argue that the policy experiments
by Eastern Europe and western countries during the seventies
have by and large, lost their practical value and need reevaluation.
Trade concessions by western countries, although important, are
not of essential significance any more, nor is the limited liberaliza-
tion of foreign trade procedures by the Eastern Europeans in the
last decade. To reverse the current and unfavorable trends in man-
ufacture exports, more fundamental changes are needed, particu-
larly ones which could better integrate the region with the interna-
tional financial and capital markets (i.e., direct investment). All re-
quire at least partial reinstitution of a uniform exchange rate
system and convertibility on the part of Eastern Europe, as well as
de-bureaucratication of the economic system.

e A. Krueger, “The Effects of Trade Strategies on Growth,” Finance & Development, (June
1983), 1.

es P, Marer, “Eastern European Economies: A Region in Crisis,” conference paper for the
Annual Meeting of the Association for Comparative Economic Studies, Washington, D.C., Dec.
29, 1981.
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This paper quantifies U.S. and other Industrial West (I.W.)? ex-
ports to communist countries of high-technology products in the
machinery, transportation equipment, and instrumentation catego-
ries. U.S. and I.W. exports of these products are measured and
compared with total U.S. and L. W. exports to communist countries.
Data also are provided on exports to communist countries proc-
essed under validated licenses. For the reasons outlined in the body
of the study, the method used probably overstates the volume and
importance of Western technology transfer to communist countries.

The analysis in this paper reveals that:

—Communist countries, taken together, purchase a relatively
small share of total IL.W. high-technology products exports (ap-
proximately 4-7 percent);

-—The share of high-technology products in total I.W. exports to
communist countries, 10.5 percent in 1982, is less than the
high-technology products share in L.W. exports to the world
(13.3 percent in 1982);

—The share of high-technology products in I.W. exports to com-
munist countries—both during the past rapid expansion of
trade and the more recent decline—has remained relatively
constant;

—The United States ranks tenth among the 16 I.W. countries in
export of high-technology products to the Soviet Union (1.5 per-
cent in 1982) but is the second leading I.W. exporter of high-
technology products to the People’s Republic of China (P.R.C)
(21.2 percent in 1982). In contrast, the U.S. share in 1982 of
I.W. high-technology products exports to the world was 26.6
percent;

—U.S. high-technology products exports in 1982 were only a
small part (4.5 percent) of total U.S. exports to communist
countries; whereas, U.S. high-technology products exports are a
much larger share (18.7 percent) of total U.S. exports to the
world; and

—The exports made during the mid-1970s under approved export
licenses were also only a small part (3.8 percent) of total U.S.
exports to communist countries. Thus, the share of total U.S.
exports judged to have enough potential application to the
communist countries’ military-industrial production to merit
evaluation and licensing is also quite small.

From this analysis, one can reasonably conclude that:

—The portion of L.W. exports to communist countries that is
“high technology” is about the same as the high-technology
portion of L.W. exports to the rest of the world; and

—Communist countries have consistently purchased most of
their high technology products from sources outside of the
United States.

U.S. and COCOM export control regulations significantly (and
appropriately) restrict or eliminate exports to communist countries
of certain advanced products and technologies. However, the small
proportion of exports requiring a validated license, combined with

1 The 17 Industrial Western countries are: the United States, Canada, Japan, Belgium-Luxem-
bourg, France, Federal Republic of Germany (F.R.G.), Italy, Netherlands, Austria, Norway,
Sweden. Switzerland. United Kingdom. Nenmark. Finland and Traland
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the remarkable similarity between the overall purchasing patterns
of Yugoslavia (a noncontrolled country) and other communist coun-
tries, suggests that export control regulations may not severely di-
minish potential 1. W. export of nonstrategic high-technology prod-
ucts in the aggregate.?

I. INTRODUCTION

Much Western discussion of East-West economic relations pre-
sumes that the composition of Western exports to communist coun-
tries differs markedly from Western exports to other advanced.
Western countries or to developing countries. In particular, com-
munist country governments are said to be acquiring unusually
large amounts of advanced Western technology through commer-
cial channels. Some see this effort to be motivated not by a desire
to foster long-term expansion in East-West relations based on
normal principles of comparative advantage, but instead by a need
. to shore up stagnating communist economies with a one-time infu-
sion of Western technology. By this interpretation, the West is
reaping only transitory economic gains while risking the creation
of strong potential competitors on world markets, shoring up unde-
sirable political regimes, and endangering Western military securi-
ty through the indirect build-up of the military industrial capabil-
ity of communist adversary countries.

While it is true that Western countries have exported significant
quantities of machinery, chemicals, and other manufactured goods
to communist countries—products which traditionally have been
viewed as embodying advanced technology—this analysis indicates
that the composition of Western exports to communist countries
through normal trade channels, in aggregate terms, does not differ
significantly from the general pattern of Western exports to the
world as a whole.

II. MEASURING INTERNATIONAL TECHNOLOGY FLows

1. The Usefulness of International Trade Data

Technology is commonly defined as “the application of scientific
knowledge to practical purposes,” or more generally as ‘“know-
how.” The transfer of technology, then, involves the transfer of ca-
pability, an inherently difficult process to measure, particularly for
transfers of disembodied technology.® However, we believe that an
analysis of international trade flows can provide useful insights
into the overall export of Western technology (embodied and disem-
bodied), since the level of trade in high-technology products very
likely reflects the relative flows of most kinds of technology trans-
fers among countries.

2 Foreign policy considerations and a revision in U.S. strategic thinking have recently lead to
an increase in the number of U.S. products which require validated export licenses for shipment
to the U.S.S.R. The present analysis, however, refers to earlier licensing criteria that reflects
more closely the relationship between general COCOM licensing requirements and our defini-
tion of high-technology products.

3 A production technique incorporated in a &}:{Sica] product is said to be “embodied technolo-
gy.” For example, a new technique incorporated in a more productive model in a series of ma-
chinery represents embodied technological advance; a new technique permitting more produc-
tive utilization of an existing model of machinery represents disembodied technological advance.
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In other words, international trade in categories that contain a
large proportion of high-technology items is quite likely accompa-
nied by and reflects other types of technology transfers, because:

—In purchasing high-technology goods, communist country tech-

nical specialists ordinarily have extensive contact—often in
training programs—with the specialists of the Western suppli-

er; .

—High-technology product shipments to the East are often

linked with larger, more involved business deals; e.g., turnkey
pfojects where significant transfers of technical know-how take
place;

—High-technology products often embody capabilities previously

absent in communist industry; and
Transfers of commercial technology without associated prod-
ucts are probably relatively rare.

The use of international trade data for measuring technology
flows is not without problems, for imprecisions necessarily result
from the way trade data are collected and classified. First, interna-
tional trade data are not sufficiently detailed to distinguish precise-
ly between levels of technology. For example, at the level of great-
est disaggregation provided by UN data in the “Office Machine”
category, SITC 7142 includes both electronic computers of varying
degrees of sophistication and more mundane calculating and ac-
‘counting machines.* Thus, there is difficulty in deciding exactly
which categories of products should be considered as embodying, or
having a potential for embodying, high technology. There is no gen-
erally accepted list of such products, and any listing changes over
time with the advancement of technology in different areas.
Second, because it probably contains some mundane, low-technolo-
gy items, any set of trade data categories tends to overstate the
volume of exports embodying truly advanced technology in individ-
ual item categories. Finally, some products in a category omitted
from a selected list of high-technology items might incorporate crit-
ical inputs embodying advanced technology, thereby possibly justi-
fying their inclusion on the list.

Further imprecisions arise from the way international trade data
are aggregated. All international trade data, to be combined, must
be converted into a common currency. Since the exchange rates for
the LW. currencies have varied considerably relative to the U.S.
dollar over the past decade, the choice of the U.S. dollar as a
common currency may alter somewhat the depiction of the under-
lying trends in high-technology products trade. Thus, the measured
rates of growth in trade or a country’s market share may vary
with the choice of a particular common currency or with the extent
to which exchange rates have changed. We have found that the ef-
fects from exchange rates do not alter greatly our general conclu-
sions.

« This paper uses the Standard International Trade Classification (Revision 1) to analyze the
trade in high-technology products over a number of years. The newer SITC (Revision 2) contains
more categories for office machinery. Using the newer system would, however, be only a change
in degree, for trade data are inherently unable to make the qualitative distinctions required in
assessing various technical levels.
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2. The Method of Analysis

Notwithstanding the above shortcomings, useful insights on the
export of Western technology can be derived from analysis of inter-
national trade data. Reflecting the interest in industrial plant and
equipment, some earlier analyses have classified as “high-technolo-
gy’ all products placed in SITC Classification 7 (Machinery and
Transport Equipment) and SITC 86 (Professional, Scientific, and
Controlling Instruments). While these may be appropriate general
categories for analyses, results can be improved by disaggregating
to those 4- and 5-digit product categories that are likely to contain
products embodying world “best practice” in critical technologies.
Such exports may be expected to make a proportionately greater
contribution to advance the recipient country’s state-of-the-art. To
improve upon the previous analyses, a refined list of high-technolo-
gy products was derived by ITA’s Office of Trade and Investment
Analysis in consultation with commodity specialists in the Office of
Export Administration. This more refined definition of high-tech-
nology items is presented in table 1. Product categories in SITC 7
and 86 that were excluded from this list are presented in Appendi-
ces A and B.5

TABLE 1.—Items defined as high-technology for this analysis

SITC
Description:

Jet and gas turbines for aircraft 71142
Nuclear reactors ......... 7117
Calculating machines (including electronic computers) ........ccoovevererereennnne 7142
Statistical machines (punch card or tape) 7143
Parts of office machinery (including computer parts) 71492
Machine tools for metal 7151
Glass-working machinery 71852
Pumps and centrifuges 7192
Parts and accessories for machine tools 71954
Ball, roller or needle-roller bearings 7197
Cocks, valves, etc 71992
Telecommunications equipment (excl. TC and radio receivers)................... © 7249
X-ray apparatus .. .. 7262
Primary batteries and cells 72911
Tubes, transistors, photocells, etc 7293
Electrical measuring and control instruments .. 72952
Electron and proton accelerators 7297
Electrical machinery, n.es. (including electromagnets, traffic control

equipment, signalling apparatus, etc.) . 7299
Aircraft, heavier than air .. 7341
Aircraft parts 73492
Warships 7351
Special purpose vessels (including submersible vessels) .........c.cccceverrvnnneee. 73592
Optical elements 8611
Optical instruments 8613
Image projectors (might include holograph projectors) .......cccocecvvvevevcecucnnene 86161
Measuring and control instruments, n.e.s 8619
Photographic film 862.4
Gramophones, tape recorders, etc. (video recorders .. 891.1(1)

S A number of other definitions of high-technology trade were developed in the recent Com-
merce Department publication, “An Assessment of U.S. Competitiveness in High Technology In-
dustries.” These definitions were constructed for an overall analysis of U.S. trade performance
in commercially important high technologies. The present study’s definition is more limited and
addresses only trade in products of potential strategic importance.
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II1. ExporT COMPOSITION AND TRENDS

Utilizing the above definition of high-technology products, data
are presented in this section on the export of these commodities by
the United States and the Industrial West (ILW.) to communist
countries.® Given acceptance of earlier arguments on the validity of
using commodity export data as a reasonable proxy for the general
export of technology, these data enable:

—Determination of the commodity and technical composition of

technology exports;

—Identification of trends in the volume of technology exports;

—Comparison of the volume and importance of technology ex-

ports to communist countries with the volume and importance
of technology exports in world trade as a whole; and

—Determination of the relative importance of alternative West-

ern sources of technology to communist countries.

In fact, as a proxy for generalized technology transfer, commodi-
ty export data almost certainly overstate the relative volume of
ILW. technology transfers to communist countries in comparison
with transfers to other destinations. The overstatement from
export data is likely because literature, people, and other means of
technology transfer move more freely among Western countries
than among communist and non-communist countries, and thereby
probably account for a higher share of overall technology transfer
between Western countries than between West and East.

1. Communist Country Shares of 1. W. High-Technology Exports

‘Figure 1 depicts I.W. high-technology products exports to commu-
nist countries and the world as a whole. Communist countries re-
ceive a small share of total . W. high-technology products exports—
4.7 percent in 1970 and 3.7 percent in 1982. This suggests that com-
munist countries have not been and are not likely to become such
a dominant force in the marketplace that they could exert signifi-
cant pressure on Western suppliers of advanced technology, even
assuming that communist countries would (or could) act collective-

ly.

¢ Bulgaria, Cuba, Czechoslovakia, German Democratic Republic (G.D.R.), Hungary, Poland,
P.R.C., Romania, US.S.R., Yugoslavia, Vietnam, Mongolia, Albania and North Korea.
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The share of high-technology products in total I.W. exports to the
world is roughly equal to the share of high-technology products in
total I.W. exports to the world. The relative shares of I.W.
manufactured goods exports are also roughly equivalent. (See table
2.) 1In 1982, high-technology products exports to communist
countries accounted for 14.3 percent of manufactured goods exports
and 10.5 percent of total exports; somewhat less than the respective
shares of high-technology products in exports to the world of 17.5
percent and 13.3 percent.
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TABLE 2.—COMPARISON OF HIGH-TECHNOLOGY EXPORTS WITH MANUFACTURED GOODS AND TOTAL
GOODS EXPORTS—17 LW. COUNTRIES TO THE COMMUNIST COUNTRIES AND TO THE WORLD:
1970, 1980, 1981, 1982

{U.S. dollars in millions]

1970 1980 1981 1982
Per- Per-
cent cent cent cent
of of of of
LW, exports to:
USSR
High technology ..........vrecvcoreesernenrenees $4029 ..o LYKV R— $17744 ... $2,145.7 ...
Manufactured goods............ooooveereeeenene 22124 182 151131 154 141831 125 156413 137
Total 24908 16.2 19,8375 117 20,564.2 86 21,7062 99
Eastern Europe:
High technology 4140 ... 21942 ... 1,735 s 1,486.7
Manufactured goods. 2,758.7 150 14,138.5 123.7 109253 154 9,2739 16.8
Total 35227 118 19,4609 113 16,0879 108 12,4257 120
Yugoslavia:
High technology 2196 ... L1810 e LY — 782.5
Manufactured goods .. 16851 133 6,813.3 173 5642.7 167 46729 168
Total 1,871.7 117 79313 149 66795 73 7849 80
Cuba:
High technology 18.7 e P X R— L) 2 — 70 ...
Manufactured goods.. .. %l2 712 698.7 111 6926 126 361.8 13.0
Total : 3329 56 13027 6.0 L1917 73 7849 6.0
PRC.
High technology 1043 ... 1,0734 ... 1,039.9 ... 7814 ...
Manutactured goods.. 10629 98 8,905.0 121 8,043.5 129 6,643.5 11.8
Total 12326 85 12,4402 86 11913.0 87 9,760.1 80
Total all Communist countries:
High technology 11724 .......... 6,934.2 .......... 5649.5 ..o 53158 .........
Manufactured goods 8,009.5 146 46,1443 150 399161 142 37,1368 143
Total 95219 123 61,517.9 113 56,990.7 99 50,858.3 105
World:
High technology 24,7709 ... 136,205.3 ......ccccne 140,7504 .......... 1447880 ...
Manufactured goods 1629401 152 8923248 153 8672246 162 8255409 17.5
Total 2116845 117 11731440 116 1150371.2 122 10930468 133

11981 data include only estimates of United Kingdom exports.

Note.—While the total volume of LW, exports to the world as a whole and to communist countries increzsed dramatically in the 1970s, there
was no discemnible trend suggesting that LW. high-technology products exports to communist countries were increasing as a portion of total LW.
exports to communist countries. In 1970, the share of higMechnologz. products in to communist countries was 12.3 percent; in 1978, it
was 13.7 percent, and in 1982, 10.5 percent. The volume of 1.W. high-technology products exports to Eastern Europe and the U.S.S.R. has declined
in recent years. The decreases in East European purchases began in 1979 and probably reflect hard currency shortages brought on by OPEC’s farge
price increases of that same year. Soviet purchases dropped in 1981, possibly reflecting hard currency pressures caused ba' softening of world ofl
prices, financial aid to Poland, increased grain imports and continued Sizeable imports of steel pipe. Soviet purchases of igh-technology products
rebounded somewhat in 1982, but still remained lower than the levels of purchases recorded earfier.

Source: Department of Commerce from U.N. Series D Trade Data.

In short, when compared with I.W. exports to the world, high-
technology products do not dominate in exports to communist coun-
tries, are not large in volume, and are not experiencing any
marked shift in relative importance.

2. Relative Importance of Individual High-Technology Categories in
East-West Trade

Table 8 lists the top 1982 LW. high-technology exports to the
communist country group. The top five items, which accounted for
60.8 percent of the 1982 total, have dominated IL.W. high-technology
exports to communist countries for a number of years. The impor-
tance of machine tools (many adapted for numerical or computer
numerical control) and control instruments reflects communist
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country drives to mechanize and automate production processes.
The lesser significance of electronic, communication, and aircraft
categories partly reflects the impact of Western export controls.
Tables 4 and 5 provide rank order listings of I.W. high-technology
exports to the U.S.S.R. and P.R.C, respectively. The ranking of
Soviet import categories changed little from 1980 to 1982, reflecting
both the larger number of Soviet transactions and the relatively
better developed L. W.—U.S.S.R. trading relationships. By contrast,
single large P.R.C. purchases markedly affect year-to-year commod-
ity rankings.



TABLE 3.—1981 LW. HIGH TECHNOLOGY EXPORTS TO COMMUNIST COUNTRIES

[Doltars in millions]

1970 1980 1981 2 1982
Percent of Percent of Percent of Percent of
Rank Value total Rank Value total Rank Value totat Rank Value total
exports exports exports exports
7151 Machine tools for metal 1 $329.2 35 1 $1,486.8 24 1 $1,040.7 18 1 961.2 1
7192 Pumps and centrifuges 2 136.8 14 2 1,063.1 17 2 9113 16 2 693.1 1
7299  Electrical machinery, n.es 3 121.6 13 3 857.5 14 3 651.6 1.1 3 569.8 1
71992 Cocks, valves, etc 7 521 6 4 602.1 1.0 5 4874 9 4 541.8 1
72952 Electrical measuring and control instruments 4 86.8 9 5 559.5 9 4 497.8 9 5 464.6
8619 Measuring and control instruments, n.es ......... 5 70.6 J 6 356.6 ] 6 300.4 5 6 303.6
73592 Special purpose vessels (including submersible vessels) . . 16 9.5 B 8 256.4 4 10 167.1 3 7 296.4
7249  Telecommunications equipment (excluding TV and radio receivers) .... 6 64.4 7 7 301.4 5 7 267.8 5 8 290.4
7143 Statistical machines (punch card or tape)... . 9 417 4 9 2374 4 8 2180 4 9 193.4
71954 Parts and accessories for machine tools 11 312 3 10 218.2 4 9 196.2 3 10 181.8
7293 Tubes, transistors, photocells, etc 23 26 (1 12 137.2 2 il 163.0 3 11 125.4
7197 Ball, roller or needle-roller bearings 8 433 5 1 148.6 2 12 132.3 2 12 125.2
71492 Parts of office machinery (including computer pans) .........c.cereereereres 13 20.0 2 13 129.5 2 13 99.7 2 13 97.7
8624 Photographic film 14 173 2 14 107.7 2 14 86.1 2 14 759
73492 Aircraft parts 21 29 (1) 17 61.5 Bl 15 811 Bl 15 68.9
7262 X-ray apparatus 18 8.3 1 16 829 1 16 79.0 1 16 63.4
71142 Jet and gas turbines for aircraft 17 9.4 Bl 19 417 1 17 735 1 17 613
89111 Gramophones, tape recorders, etc. (including video recorders) ........... 20 6.5 1 18 523 1 19 497 1 18 53.1
8613 Optical instruments 19 15 1 20 45.0 1 20 469 1 19 52.6
71852 Glass-working machinery 15 127 1 15 95.0 2 18 725 Rl 20 350
7341 Aircraft, heavier than air’ calculating machines (including computer 10 3.8 4 21 22.6 (1) 22 17.0 1) 2 17.7 (2
parts). R
8611 Optical elements 22 28 (1) 24 126 (1) 24 119 (1) 23 13.6 (1
72911 Primary batteries and cells 24 17 (1) 23 151 ) 23 123 (1) 24 8.8 (1)
86161 Image projects 25 14 (*) 26 12 (1) 25 16 (1) 25 45 (")
7297 Electron and proton accelerators 26 0.2 Q] 27 5 (1) 26 6.8 (*) 26 21 (1)
7117 Nuclear reactors 27 (1) (1) ) 27 12 ) 0.3 (1)

High technology exports
Total exports
High technology exports as a percent of total exports

* Negligible.
21981 data are based on estimates of UK. exports.

Source: U.S. Department of Commerce from U.N. Series D Trade Data.
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TABLE 4.—1982 |.W. HIGH TECHNOLOGY EXPORTS TO THE U.S.S.R.

{Dolfars in millions]

1970 1980 1981 1982 2
Percent of Percent of Percent of Percent of
Rank Value total Rank Value total Rank Value total Rank Value total
exports exports exports exports
7151 Machine tools for metat 1 $173.9 70 1 $749.4 38 1 $471.2 23 1 $524.3 2
71992 Cocks, valves, etc 9 114 5 3 300.1 1.5 3 2142 1.0 2 362.5 1.
7299  Electrical machinery, n.e.s 2 58.4 23 4 2107 14 2 246.5 1.2 3 2413 L
7192 Pumps and centrifuges 4 22.2 9 2 307.1 16 4 1779 9 4 231.6 1
73592 Special purpose vessels (including submersible vessels) 10 89 4 6 101.8 5 9 716 4 5 2171 1
72952 Electrical measuring and control instruments............... 3 34.0 14 5 176.5 9 5 160.7 8 6 161.5
8619  Measuring and control instruments, n.e.s. 5 205 8 7 97.8 5 8 80.8 4 7 894
71954 Parts and accessories for machine tools 8 116 9 8 85.6 4 7 834 4 8 85.5
7249  Telecommunications equipment (excluding TV 6 17.0 7 10 51.5 3 10 54.6 3 9 63.0
7143 Statistical machines (punch card or tape) 7 124 5 9 51.2 3 6 86.4 4 10 52.1
71492 Parts of office machinery (including computer parts) 14 38 2 14 143 1 14 153 1 11 2.0
7197 Ball, roller or needle-roiler bearings 11 6.7 3 13 184 B 11 19.2 1 12 21.9
8613 Optical instruments 16 23 1 15 137 Bl 16 137 1 13 19.2
8624 Photographic film 18 1.6 1 n 121 1 16 12.2 1 14
7262 X-ray apparatus : 15 23 1 12 18.8 Bl 13 16.2 .1 15
89111 Gramophones, tape recorders, etc. (including video recorders) ........... 19 1.2 (*) 16 13.2 B 17 86 () 16
7293 Tubes, transistors, photocells, etc 17 17 1 18 13 (1) 18 6.8 (1) 17 (*
71852 Glass-working machinery 13 5.1 2 11 209 1 12 16.3 1 18 (*
72911 Primary batteries and cells 24 1 (1) 19 5.2 (1) 20 3.7 (1) 19 (t
8611 Optical elements. 20 8 (*) 21 2.1 () 22 12 () 20 (
7142  Calculating machings (including cOMPUtr Parts)............oooemmmseerenne 12 6.2 2 20 2.7 *) (*) 21 (
86161 Image projectors 21 3 (1) 23 14 (1) (1) 22 {1
71142 Jet and gas turbines for aircraft 22 2 (1) 22 20 (1) (1) 23 (*
7117 Nuclear reactors 24 6 (*) Q)] 25 .. I
7341  Aircraft, heavier than air 25 1 (*) (1) 26 ... (2
7297 Electron and proton accelerators 23 2 (1) 25 1 (1) () 27 - (r
High technology exports 4029 ... 2,3303 ... A LL ) R—
Total exports 24908 ... 198375 ... 21,706.2 .......

High technology exports as a percent of total exports

+ Negligible.
21987 data are based on estimates of Netherlands exports.

Source: U.S. Department of Commerce from U.N. Series D Trade Data.
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TABLE 5.—1981 |.W. HIGH TECHNOLOGY EXPORTS TO THE P.R.C.

[Dotlars in millions)

1970 1880 1981 19822
Percent of Percent of Percent of Percent of
Rank Value total Rank Value total Rank Value total Rank Value total
exports exports exports exports
72952 Electrical measuring and control iINSIUMENRS.....cvvevocrrerissssssessssisins 5 45 0.4 2 150.9 1.2 2 161.5 14 1 153.0 1.6
7192 Pumps and centrifuges 3 16.3 13 1 225.0 18 1 297.0 25 2 79.3 8
8619 Measuring and control instruments, nes......... 4 13 5 1 55.8 4 5 68.1 L) 3 73.0 8
7143 Statistical machines (punch card or tape) 19 Bl (1) 6 65.6 5 6 65.2 6 4 710 J
7151 Machine tools for metal 1 459 37 3 1316 11 3 88.2 N 5 56.9 6
7249 Telecommunications equipment (excluding TV & radio receivers) ....... 10 1.6 1 9 436 4 7 53.2 5 6 52.5 5
73592 Special purpose vessels (including submersible vessels) 4 1131 9 24 16 () 7 45.6 5
7293 Tubes, transistors, photocells, etc 14 2 (1) 11 21,5 2 8 47.0 4 8 324 3
7299  Electrical machinery, n.e.s. 6 3.0 2 5 729 6 9 46.8 A4 9 284 3
89111 Gramophones, tape recorders, etc. (including video recorders) ....... 1 1 (1) 17 10.7 B 13 163 1 10 239 2
7262 X-ray apparatus 13 A4 (1) 15 147 1 12 183 2 11 221 2
71992 Cocks, valves, etc 1 8 1 8 50.7 4 4 79.7 7 12 216 2
73492 Aircraft parts 15 2 (1) 14 156 B! 15 93 1 13 214 2
8613 Optical Instruments 7 2.8 2 13 171 1 10 22.8 2 14 209 2
71142 Jet and gas turbines for aircraft 16 B (1) 16 140 1 11 18.5 2 15 16.0 2
71492 Parts of office machinery (including computer parts) 21 (1) ) 12 20.6 2 14 13.5 1 16 15.8 2
7142 Calculating machines (including computer parts) 20 B (1) 18 6.7 1 16 8.6 1 1
7341 Aircraft, heavier than air 26 0.2 (1) 23 35 Q)] 1
7197 Ball, roller or needle-roller bearings 2 171 14 20 6.3 1 17 11 Bl Bl
71954 Parts and accessories or Maching 001 ...........coocormeremecrsmssssrsrrescssencs 9 16 B 19 6.5 1 18 6.3 1 1
8624  Photographic film 8 18 1 22 21 M 21 37 (1) ")
8611 Optical elements 12 4 (1) 21 29 () 2 36 (*) *)
71852 Glass-working machinery 22 (1) (1) 10 233 2 19 43 (1) (1)
7297 Electron and proton accelerators 23 0.9 (1) 20 38 (*) (")
86161 Image projectors 18 01 ] 25 0.7 () 25 7 " "
72911 Primary batteries and cells 23 0.9 Q)] 26 3 )] ()
7117 Nuclear reactors 27 *) 2 0] "
High technology exports 1043 ... 1,073.4 1,039.9
Total exports 1,2326 ... 12,440.2 11913.0
High technology exports as a percent of total exports 123 8.6 8.7 8.0

N Negligible.
21981 data are based on estimates of United Kingdom exports.

Source: U.S, Department of Commerce from UN. Series D Trade Data.
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3. Communist Purchases of Western High Technology: Sources and
Relative Shares

Data presented in tables 6 through 9 illustrate the relative im-
- portance to the U.S.S.R. and P.R.C. of individual I.W. countries as
suppliers of high-technology products and manufactured goods. For
most LW. countries, high-technology products constitute less than
one-fifth of their total manufactured goods exports to the U.S.S.R.
Switzerland, Sweden and Denmark are exceptions. In fact, over the
past decade about 40 percent of Swiss manufactured exports to the
U.S.S.R. were high-technology products. (See table 7.)

The EEC—led by West Germany—remains the primary source
(51.7 percent of 1982 total) of Soviet imports of Western high-tech-
nology products. Japan, however, has consistently increased in im-
portance as a supplier of Western high-technology products—from
about 11 percent of 1970’s total to over 18 percent of 1982’s. Fin-
land grew markedly in importance as a supplier of high-technology
products, increasing its share of the L.W. total from 6.9 percent in
1981 to 17.5 percent in 1982. Although all but one category of Finn-
ish high-technology product exports for 1982 increased in value
over 1981 levels, the sale of several special purpose vessels—oil
drilling ships, icebreakers, etc.—accounted for about three-fourths
of Finland’s large 1982 increase. :

It is significant that the U.S. share of LW. high-technology. prod-
ucts exports to the U.S.S.R. has declined from levels posted in the
early 1970’s (13.3 percent in 1974 compared with 1.5 percent in
1982), while the U.S. share to the P.R.C. has increased considerably
over the past 5 years (from 8.9 percent in 1978 to 21.2 percent in
1982). The recent decisions to increase U.S. controls on exports of
technology to the Soviet Union and to relax U.S. controls on ex-
ports of technology to China will presumably reinforce this trend.

The pattern of ILW. exports to the P.R.C. reflects trends in
emerging P.R.C. relations with I. W. countries. L W. high-technology
exports grew rapidly during the 1970s. Japan is clearly establishing
its leadership in the PRC’s high-technology market. In 1982
Japan’s share of total I.W. high-technology product exports to the
PRC (42.1 percent) was twice that of any other L.W. country.

Figures 2 through 7 compare the relative shares of total high-
technology product exports to the communist countries and to the
world for several major IL.W. countries. Table 2 shows that the
United State’s share of total I.W. exports of high-technology prod-
ucts to the communist countries has consistently fallen below its
share of high-technology exports to the world. The U.K.’s share of
L.W. high-technology exports has also remained below its share of
high-technology exports to the world, although to a smaller degree.
The other major 1. W. countries’, especially the F.R.G.’s, shares of
total I.W. high-technology exports to the communist countries have
generally larger than their shares of total I.W. high-technology
product exports to the world.



TABLE 6.—U.S.S.R. SOURCES OF |.W. HIGH-TECHNOLOGY PRODUCTS

(Dollars in millions)

1970 1975 1980 1981 1982
lec}tillrio':o As pgr{::lnt of tec’rillrﬂo As pttar;:elm of tecwngé:o As pgr:ent of "'g&teﬂ’;“zg’y As percent of tec“gior:o As percent of
ki .S.S?R.0 ’ el,fg.S.R.o o E)l(fg.S?R.o el LfgS.R. ol ki .S‘rgﬂ.o totel

Canada $0.2 i $14.4 0.9 $21.5 1.2 $0.4 0 $0.4 0
United States 125 31 219.2 13.5 84.7 36 56.5 32 321 15
Japan 435 108 169.2 10.4 400.2 17.2 366.0 20.0 37182 17.6
Belgium-Luxembourg 59 1.5 26.5 1.6 18.0 8 121 7 15.4 v
Denmark 48 12 134 8 231 1 179 1.0 218 10
France 58.5 14.5 2231 138 3413 148 204.7 115 191.6 89
Federal Republic of Germany 929 23.0 519.8 319 721.2 316 501.8 283 563.9 26.3

Ireland B R, 2 (1) 0 0 3 0
Italy 69.6 17.3 155.7 9.6 2222 9.6 156.3 88 2338 10.9
Netherlands 11 3 20.6 13 6.1 3 10.0 .6 287 4
United Kingdom 56.0 139 51.7 32 128.7 55 132.5 15 96.9 45
Austria 56 14 2714 11 48.2 21 304 1.7 474 22
Finland 6.3 16 359 22 86.2 37 121.8 6.9 375.6 17.5
Norway 1 SN 134 8 123 5 6.5 4 9.6 4
Sweden 223 5.5 513 3.2 711 31 713 44 63.7 30
Switzerland 236 59 83.0 5.1 136.4 59 80.0 45 106.5 5.0
Total 4029 100.0 1,626.0 100.0 2,330.0 100.0 1,774.4 100.0 2,1457 100.0

» Negligible.
2 Estimated.

Source: U.S. Department of Commerce from U.N. Series D Trade Data.
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TABLE 7.—U.S.S.R. SOURCES OF 1.W. MANUFACTURED PRODUCTS

[Dollars in millions)

1970 1875 1980 1981 1982
M:ﬁ;}é;cstut;ed techr’:cl)foh 'as M:{r;;actured !echnofogy . Manufaclureﬂ technoﬁ) 135 Manufactured lechnoﬁ) 'as Manutactured technoﬂ)gy
reent of reent of cent o

-SSR, mgflulactured SSR. m‘aﬁufactured U'S'S'R' mgzrufactured USSR. mgen'l?feanctlﬁed S 5 R m:m::tu?ed

Canada $6.3 0.3 $43.2 1333 $169.0 16.3 $53.5 0.7 $80.0 0.5
United States 83.1 151 670.4 327 4237 200 586.0 9.6 598.4 54
Japan 3217 133 1,558.4 109 2,607.8 153 3,091.5 118 37317 10.1
Belgium-Luxembourg 50.0 117 330.7 8.0 490.5 37 3215 37 3100 42
Denmark 23.1 20.7 51.1 23.2 61.0 379 58.4 30.8 59.5 36.6
France 257.0 228 1,036.6 216 1,793.3 19.0 1,179.0 17.4 1,010.8 190
West Germany 4126 225 2,711 187 3,904.5 18.6 2,871.3 174 3,430.8 16.4
Ireland 2.1 143 47 5.4 6.0 8 9.6 2.7
Italy 292.3 238 982.9 15.8 1,176.3 189 1,151.0 136 1,380.3 16.9
Netherlands 33.0 3.3 165.3 12.5 204.0 3.0 2139 47 12282 38
United Kingdom 219.5 25.5 432.2 120 950.9 132 656.0 20.2 515.3 18.8
Austria 78.8 11 215.9 129 445.7 10.8 460.9 6.6 5109 93
Fintand 242.7 2.6 998.5 3.6 2,186.4 39 1,957.7 41 31458 11.9
Norway 20.2 8 90.9 147 94.6 13.0 81.5 15 137 13.0
Sweden 1163 19.2 265.1 194 304.2 23.4 27120 284 275.0 23.2
Switzerland 499 413 108.7 459 296.5 46.0 205.0 39.0 2154 49.5
Total 2,212.4 18.2 9,808.4 16.6 151131 154 14,1831 12.5 15,6413 137

t Estimated.

Source: U.S. Department of Commerce from U.N.

Series 0 Trade Data.
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TABLE 8.—PEOPLE'S REPUBLIC OF CHINA SOURCES OF I.W. HIGH-TECHNOLOGY PRODUCTS

[Dollars in millions)

1970 1975 1980 1981 1982
High- High- High- High-
High-technoloj As percent of technoloy As percent of technolof As percent of technolof As percent of technolo As percent of
exports to P fotal exports t0 total exports to total exports to fotal exports to total
PRC PRC PRC PRC
Canada (1) O] $0.6 0.1 $0.6 0.1 $1.5 0.1 $1.5 0.2
United States 0 0 484 8.4 130.6 122 1245 12.0 1653 21.2
Japan $54.0 51.7 219.2 38.0 545.5 50.8 623.1 59.9 3288 42.1
Belgium-Luxembourg 10 10 3.2 6 28 3 29 3 4.1 5
Denmark N 6 45 8 9.7 9 56 5 58 J
France 5.6 5.4 74.7 129 66.4 6.2 49.4 47 59.4 16
West Germany 134 129 62.9 109 102.8 9.6 66.7 6.4 51.0 6.5
Irefand 0 0 B Q] 2 ) 1 0 1 Q]
Italy 8.2 19 10.5 18 204 19 215 2.1 6.8 9
Netherlands (1) (1) 719 12.5 106 10 124 12 288 11
United Kingdom 15 12 42.6 14 105.5 9.8 65.6 6.3 61.3 78
Austria 9 9 2.1 4 24.8 2.3 10.0 1.0 K} 1
Finland (*) () () (1) 21 2 8 1 4 ()
Norway () () 3 1 38 4 9 1 1.0 1
Sweden 16 15 14 13 14.2 13 12.4 12 15 1.0
Switzerland 113 108 28.7 5.0 334 31 425 41 78.9 10.1
Total 1943 99.9 577.1 100.2 1,073.4 100.1 1,080.5 100.0 7814 100.0
* Negligible.
2 Estimated.

Source: U.S. Department of Commerce from U.N. Series D Trade Data.
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TABLE 9.—PEQPLE'S REPUBLIC OF CHINA SOURCES OF I.W. MANUFACTURED PRODUCTS

[Dollars in millions}

1970 1975 - 1980 1981 1982
Manufactured o F i Manuiactured mﬁ Manutactured Manufactured Manuiactured
i T Tl Tl T ks

manufactured manufaclured manufaclured manufactured manufactured

Canada 17.3 Q)] 419 14 180.9 0.3 135.1 11 251.3 0.6
United States 0 202.8 239 1,223.5 10.7 1,1349 1.0 1,066.7 15.5
Japan 554.3 97 2,158.4 10.2 4,832.0 1.3 47918 13.0 3,291.9 10.0
Belgium-Luxembourg 20.1 5.0 453 1.1 84.2 3.3 15.1 38 179.6 2.3
Denmark 3.8 184 22.0 20.5 429 22.5 9.6 58.0 109.4 53
France 62.3 9.0 376.6 188. 2794 23.8 191.7 258 223.2 26.6
West Germany 163.0 8.2 515.2 12.2 11126 9.2 924.5 1.2 830.8 6.1
Ireland (*) (1) Bl 100.0 18 126 1.5 5.4 21 4.8
ltaly 56.7 145 1445 13 230.8 8.8 225.3 9.5 1489 14.4
Netherlands 21.8 O] 1315 54.7 230.8 88 225.3 9.5 93.8 9.4
United Kingdom 99.7 15 165.7 25.7 360.3 293 2033 373 1533 40.0
Austria 5.4 16.7 246 8.5 701 354 - 395 25.2 46.0 13
Finland 9.3 () 115 ( ) 419 5.1 24.6 33 224 18
Norway 108 (t) 105.5 82.4 46 179 5.3 49.6 2.0
Sweden 179 8.9 313 19 8 15.7 18.8 55.5 224 443 16.9
Switzerland 20.8 543 56.3 51.0 1393 24.0 1236 344 1300 60.7
Total 1,062.9 9.8 4,039.4 143 905.0 121 8,043.5 129 6,643.5 118

+ Negligible.

Source: U.S. Department of Commerce from UN. Series D Trade Data.
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Table 10 presents U.S. high-technology products exports, manu-
factured exports, and total exports to each of the communist coun-
tries and to the world. U.S. exports of high-technology products to
communist countries constitute a relatively low (4.5 percent) share
of total U.S. exports to communist countries compared with a 18.7
percent share for U.S. exports to the world. Similarly, 14.9 percent
of U.S. manufactured goods exports to communist countries are
high-technology items compared with a 27.4 percent to the world.
Further, throughout the 1970’s, the United States supplied a much
smaller share of the communist countries’ imports of high-technol-
ogy products than it supplied to the world. For example, the 1982
U.S. shares of 1.W. high-technology products exports to the Soviet
Union (1.2 percent) and the P.R.C. (5.7 percent) contrast markedly
with a 26.6 percent U.S. share of I.W. high-technology product ex-
ports to the world. This smaller U.S. share contrasts directly with
the generally larger shares of some of the major I.W. countries—
especially the F.R.G., Italy, Finland and Switzerland.

Stricter U.S. controls on exports to the U.S.S.R. (both the post-
Afghanistan measures and the trade sanctions imposed as a reac-
tion to martial law in Poland) probably played a significant role in
widening the differences noted above.

TABLE 10.—U.S. HIGH-TECHNOLOGY EXPORTS TO THE COMMUNIST COUNTRIES AND TO THE WORLD,
1982

[U.S. doflars in milfions)

High e iy

Total exports  Manufactured techngology exports g exportsl fj

exports exports percent of Pl O

total
tured
Cuba $1.0 $0.9 (n 37 39
People’s Republic of China 2,904.5 1,066.7 $165.3 5.1 15.5
Yugoslavia 490.0 200.4 55.3 113 21.6
Bulgaria 106.5 354 6.7 6.3 189
Czechoslovakia 83.6 20.5 5.1 6.8 21.7
German Democratic Republic 2226 139 6.5 29 46.7
Hungary 67.8 58.9 138 204 235
Poland 292.6 65.5 82 28 126
Romania 223.2 51.6 20.6 9.2 39.8
USSR 2,589.0 598.4 321 12 54
Total Communist countries 6,997.5 2,112.5 3144 45 149
World 206,0447 1403232 38,461.3 187 214
1 Negligible.

Source: Department of Commerce from UN. Series D Trade Data.
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Shares of I.W. High-Technology Products Exports
To the Communist Countries and Rest of World, 1970-1982
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Pigure 8
Destination by Country of Communist Bigh-Technology
Imports from the Industrial West
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The relafcively small U.S. share of total communist purchases of
Western high-technology products probably stems from a number
of factors. First, the most significant communist country users of
Western technology (see figure 8) have traditional trading links
with the West European countries.” A smaller U.S. share reflects
the United States’ relative geographic isolation and lack of tradi-
tional participation in Eastern trade. Second, and perhaps equally
important, the export control policies of the United States appear
to be much stricter than the policies of the other I.W. countries. A
study recently completed for the Congress of the United States con-
cluded: ® ‘

The CoCom natjons’ generally favorable stance regarding trade with and technol-
ogy transfer to the East is reflected in the ease with which export licenses are
granted. The export control systems employed by West Germany, France, Britain,
and Japan all operate on the presumption that exports should be permitted in all
cases except those involving items with clear and exclusive military value. A cooper-
ative relationship between business and Government appears to exist in each of our
allies’ export control programs, making it possible for licenses to be granted swiftly
and easily. In most cases, a time-consuming scrutiny by Government officials is not
considered necessary before permission to export technology is granted.

While communist imports of I.W. high-technology products ex-
panded vigorously throughout the 1970’s, each communist country
maintained a relatively constant share of these imports. Only the
P.R.C. has consistently increased its share, largely reflecting its de-
cision to abandon past policies of international economic isolation.
(See figure 8.) The Soviet Union is clearly the most significant com-
munist customer of Western high-technology products. The in-
crease in the Soviet Union’s share of total communist country
high-technology product imports from the L.W. (from 32 percent in
1981 to 40 percent in 1982) probably reflects its stronger hard cur-
rency position relative to the other communist countries. The
G.D.R.’s relatively small share undoubtedly stems from the West
German convention of excluding the G.D.R. from its foreign trade
statistics, not from actual low G.D.R. imports of Western high-tech-
nology products. (West Germany shipped almost $600 million worth
of machinery, transportation equipment and instrumentation to
the GDR in 1981.)

4. High-Technology and Licensed Technology

The data presented suggest that the volume of U.S. and LW. ex-
ports of high-technology products to communist countries is not
great and the high-technology content not unusually large. But
while such aggregate data may be useful in evaluating the general
economic impact of I.W. technology exports, shipments of some ad-
vanced products, though insignificant in value terms, could still
make a significant contribution to advancing capabilities of poten-
tial adversaries, and thereby be a matter of Western concern.

The United States controls the exports of products and technolo-
gy with potential military/industrial application. Generalizing, the

?The rupture in these traditional West European commercial ties resulted largely from the
post World War II Soviet domination of the East European countries. This rupture has, to a
large extent, healed under a decade of the Ostpolitik.

* “Technology and East-West Trade,” (Washington: Congress of the United States, Office of
Technology Assessment, November 1979), p. 201.
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export control procedure identifies products with significant poten-
tial military applications and requires that a validated license be
obtained before such “controlled” products are exported to commu-
nist countries.? The Office of Export Administration (OEA) issues
the validated license only after a detailed review insures that no
significant national security risk is created by export of the prod-
uct.? Export of all other products may be made under a general
license, which does not require a case-by-case review.

OEA publishes quarterly figures on the dollar value of approved
export licenses to the U.S.S.R., the P.R.C, and each East European
country. Many of these approved licenses are only partially used;
others are never used. (There are a number of reasons for partial
or no usage, e.g., the contract is given to a competitor, no contract
is ever signed, only a fraction of the licensed exports are pur-
chased, etc.).

OEA has issued estimates of the U.S. exports to East Europe, the
U.S.S.R., and the P.R.C. that went out under validated license.!! A
comparison of these estimates with the value of the export licenses
granted during the same period provides a rough approximation of
the proportion of licenses that are actually used (about 42 percent).
The annual OEA figures for approved licenses are as follows:

TABLE 11.—TOTAL VALUE OF APPROVED EXPORT LICENSES AND TOTAL U.S. EXPORTS TO
COMMUNIST COUNTRIES, 1975-1979

[Million U.S. dollars}
Total US.
Value of

e et GO0

export lcenses oy nires
1975 2194 3,081.1
1976 2314 3,629.9
1977 2339 2,704.5
1978 4519 4,483.0
1979 765.1 7,376.3
Total N 1,913.7 21,2748

Note.—Estimated shipments under approved licenses: 810.6. Estimated shipments under approved licenses as percent of total exports: 3.8.

Validated licenses are required for export of an important share
of those commodities that, in addition to their military relevance,
are recognized to play a leading role in general industrial state-of-
the-art advancement. The OEA data suggest that the volume of
high-technology exports calculated in this paper using commodity
data may tend to overstate levels of U.S.—and, probably, West-
ern—exports to communist countries of truly high-technology prod-
ucts, i.e., products shipped under validated license. Estimates of in-
dividual Western country shares of high-technology products trade
are probably unaffected by the commodity data problems, for one

» Export controls may be applied for foreign policy and short supply reasons as well as protec-
tion of U.S. national security. Until recently, protection of national security has been the perti-
nent justification for virtually all controls applied on exports to communist countries.

10 See footnote 1.

1 No recent estimates are available. New estimates will be made as soon as the Office of
Export Administration’s License Application Review System Data Base can be accessed.
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can reasonably assume that the inaccuracies caused by using trade
data are relatively equal for all Western countries.

APPENDIX A

Machinery, transport equipment and instrumentation items fror'n
S.LT.C. 7 and 86 that were not classified as high technology in this
report. .

Description SITC
Boiler house plant . 7112
Steam engines 7113
Internal combustion engines for aircraft 71141
Other internal combustion engines............cceeceeeeeeeeeveeeriuiviseeeeeecessereeresessessseseees 7115
Gas turbines, etc. for aircraft 7116
Other engines, n.e.s 71189
Agricultural machinery & implements 712
Typewriters and checkwriting machines..............c.ovevveecerevveenresenieeenescrreseoressesssenen 7141
Duplicating, addressing, etc., MAChINES...........cccoveurrrrverrercrenseresesrinssessssssersenecorseneen 71491
Metalworking machinery etc. machine tools 7152
Textile and leather machinery 717
Pulp, paper and paper article machinery 7181
Bookbinding machinery .... 71821
Printing machinery, n.es.... 71829
Food processing MACHINETY ..........coovciieuieeceeeeesee et serereteses s e easenesn 7183
Construction and mining machinery, n.e.s 7184
Mineral crushing, sorting, etc., machinery- 71851
Nonelectric heating and cooling equipment 7191
Mechanical handling equipment 7193
Domestic appliances, nonelectric 7194
Machine tools for wood, plastic, etc 71952
Motorized hand tools, nonelectric 71953
Other nonelectric machines (including packaging and weighing machinery,

vending machines, etc.) 7196
Nonelectric machinery, n.e.s 7198
Foundry and other molds.. 71991
Transmission shafts, etc 71993
Nonelectric machinery parts, n.e.s 71999
Electric power machinery and switchgear 722
Machinery for distributing €lectriCity.........coccevvereiveriviirrenineisesses e sesenesesenss 723
TV receivers 7241
RAdi0 TECEIVETS ..ottt s bes st besase bbbt s s bonas 7242
Domestic electric MAChINErY.......ccvocceeeeereeereieereecreresees sttt seseses 725
Storage batteries 72912
Electric lights 7292
Automotive electrical equipment 7294
Electric supply meters 72951
Electro-mechanical handtools 7296
Railway vehicles 731
Road motor vehicles . 732
Road vehicles, nonmotor 733
Airships and balloons 73491
Ships and boats exc. warships 7353
Ships, etc., for breaking up 7358
Floating structures exc. vessels 73593
Eyeglasses and frames X 8612
Movie and sound equipment. 8615
Photographic equipment, n.e.s 86169
Medical instruments, n.es..... 8617
Nonelectric meters and counters 8618
Photographic chemicals in measured portions 8623
Developed movie film 863

In addition, the items described in Appendix B were omitted
from our high-technology list, although with a lesser degree of cer-
tainty.
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APPENDIX B

Items that some of the OEA specialists suggested might contain
important high-technology products, but that we chose to omit
from our list.

Snc Description Remarks

7111 Steam-generating BOilers ............corovvueeees Might include nuctear-plant types, but these are highly developed in US.S.R. as
well.

71181 Water turbines..........occvuvursuummmssserssssasssens Hydroelectric turbine technology is also very advanced in the US.S.R.

71822 Type-making and typesetting machinery... Advanced models have buitt-in computers.

71994 Metal-plastic joints (gaskets). One model (viton is made of high-technology plastic material).
8614 Photographic cameras High-speed cameras might be considered high technology.
8641 Watches Some are high-technology consumer products.

8642 Clocks, Perhaps some are high technology.
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SUMMARY

The purpose of the paper is to provide insights through quantita-
tive analysis of East-West-South Tripartite Industrial Cooperation
(TIC). Why this form of TIC? There is general agreement on the
economic motivation of Western participation; Western firms seek
Eastern partners to lower the supply prices of industrial complex-
es. The rationale for the Eastern motivation is less obvious. Why,
in a number of cases, does the East use TIC, rather than East-
South cooperation? The data gathered by the authors provide a
clear and positive answer to this question. It is tentatively the fol-
lowing: The West brings the know-how that the East does not pos-
sess. The East may use the know-how for its own purpose. This
reason has potential political and economic consequences for the
West. Moreover, TIC has a broader geopolitical perspective, as well
.as an economic and technological dimension. This paper shows that
the East uses TIC as a means to make inroads into LDCs under
Western influence and that the reverse is generally not true.

The consequence of the two points mentioned above—geopolitical
as well as technological—means that there is a conflict in the West
between the business interests of private firms and the strategic in-
terests of Western nations in TIC. Such a trade-off may. require
public recognition and debate. This paper summarizes a fairly rich
set of new data (255 TIC cases) which may be used to facilitate such
a debate. '
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The geopolitical analysis is presented in Part I. The tool of facto-
rial correspondence analysis has been used to build a political-eco-
nomic chart of TIC. Two main results are apparent. First, Western
lead countries do not introduce the Soviet Union into Africa.
Rather, CMEA members (including USSR) actively initiate TIC op-
erations there. Second, there exists a set of Southern countries
characterized by either political instability or their move out of the
Western camp. The cases involving these countries happen to have
been initiated by the West, but the East, whether or not it is the
initiator, reaps a geopolitical gain. )

The technological argument is presented next in Part II through
the examination of the partners’ work structures (engineering, sub-
contracting of equipment, assembly and civil engineering). These
tasks are classified on the basis of the criterion of the technological
level, and the partners can therefore, be ranked (under certain con-
ditions) accordingly. The West is definitely first in the hierarchy,
the East second, and the South last. The study shows that the East
and West are complementary, the West doing more engineering
and the East more subcontracting of equipment.

The study of the dynamics of TIC furthermore reveals an inter-
esting evolution from the 1958-1975 period to the 1975-1981 period.
If the Western work structure is stable, both Eastern and Southern
structures deteriorate. The data give rise to a preliminary interpre-
tation: as a leader, the East leaves the South less work to do be-
cause the East increases its involvement in assembly. It, therefore,
competes with the South. On the other hand, the West as a leader
enables the South to be more active than before, but the latter’s
tasks are reduced to mere assembly. . ‘

The East thus benefits more than the West from a technological
transfer through TIC, and the East more than the South through
diminishing Southern role in TIC participation, although the latter
benefits from the supply of industrial equipment.

I. INTRODUCTION: THE NEED FOR A TIC PoLiticar-EcoNoMiC
ASSESSMENT

Although the development of Tripartite Industrial Cooperation
(TIC) is relatively recent and only became significant at the begin-
ning of the Seventies,! it seems essential to analyze it because it is,
in fact an important mechanism in the qualitative development of
East-West economic relations. Through TIC the countries of the
East have become partners in the building of industrial complexes
in developing countries, with the more or less important participa-

*Some cases were carried out in the 1960s. However, it is clear that TIC was only able to
develop after the presence of certain n conditions, which are: a) the normalization of
international relations through dewnm;%Wm standardization of technology fostered
by the common work experience that industrial cooperation has developed.
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tion of Southern firms. Generally speaking for the partners, it
means constructing turnkey realizations after the invitations for
international bidding have been issued by the Third World coun-
tries.?

The participation of socialist Foreign Trade Organizations (FTOs)
in the Western bidding on developing country contracts, actually
makes it possible to lower the total cost of the projects. It is an es-
pecially creative practice on the part of the Western industrial
countries to look to the East for the support necessary for answer-
ing invitations for international bidding. TIC thus constitutes a
particularly effective international industrial marketing tactic in a
context of more and more severe inter-Western competition. At the
same time, it indicates the desire of countries of the East to play
an increased role in the “international division of labor” by what-
ever means available.?

The effectiveness of the mechanism has become so well known
and appreciated by the partners of the East and West that a grow-
ing number of cases have been recorded: 177 between 1976 and
1981 (6 years), as opposed to 138 between 1965 and 1975 (11 years),
or a total of 255 cases divided among 53 different host countries.*
At the same time, great progress has occurred with the number of
protocols signed by the Western firms and the socialist FTOs for
cooperation in third countries: 118 between 1976 and 1981, as com-
pared with only 37 for the 1965-1975 period.

It thus appears that TIC, unlike during its early days when it
functioned as the result of chance in international awards, is be-
coming a permanent mechanism of strategy for Western firms and
the Eastern foreign trade organizations. Even the establishment of
joint East-West companies—pooling industrial and banking cap-
ital “—can be seen as undertaken for the explicit purpose of com-
pleting industrial complexes in the Third World.”

It is clear that the rationality of TIC revolves around the setting
of a supply price for industrial complexes. In doing so, it gives
Western turnkey operators and engineering firms an extra chance
to surmount the difficulties of inter-Western competition, but the
central problem is in recognizing if there are any conflicts between
the microeconomic interests of companies and the strategic inter-
ests of the Nation-States.

The Western approach to TIC is primarily microeconomic and is
thus limited; it is seen as a simple international industrial market-
ing tactic. The FTOs, on the other hand, take account of macro
(strategic and economic) effects for their involvement in TIC.

2 Unlike the United Nations Economic Commission for Europe, for the purposes of this study,
the host country is necessarily a Third World country; in no case is it another country of the
West or East because that would be simple East-West cooperation in third markets and not tri-
partite cooperation. i .

1 Cf. P. Gutman, “Tripartite Industrial Cooperation and East Europe,” op. cit., pp. 842-844, in
particular.

+The list can be found in Annex 1.

s A list of protocols signed between 1976 and 1979 can be found in P. Gutman, “Tripartite
Industrial Cooperation and Third Countries,” pp. 362-364, in C. T. Saunders (ed.), “East-West-
South Economic Interactions between Three Worlds,” London, MacMillan, 1981, 382 pages.

* Highly important development of the internationalization of the engineering function, which
appears in TIC with a slight delay.

7 Their number is for the moment limited and does not in all likelihood exceed a dozen. A list
of the principal ones among them will be found in Michel Goffin, “East-West Collaboration on
Third World Projects,” Worldwide Projects, August/ September 1980, p. 18.
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The CMEA, with only the potentiality of proposing lower costs,
should logically turn to East-South Industrial Cooperation. As this
is not always the case, it is essential to go beyond the strictly com-
mercial approach and search for explanations of a geopolitical and/
or technological nature. In the East, a growing number of favorable
reactions to TIC are being recorded after a relative silence, corre-
sponding to the will to test the potential gains to be drawn from it.’
This recognition of TIC implies that its logic is being reexamined
from an East European point of view.

It is understandable that the Western exporters of industrial
equipment do not usually ask the larger political and economic
questions.® They prefer not to question the mechanism that pro-
vides them with new orders, especially in a period of slowdown.
With respect to Western governments, they are, in view of high un-
employment, often encouraged to favor exports, even at the ex-
pense of strategic interests.’ TIC is, therefore, a central issue yet
to be raised by those in charge of defining the policies of technolo-
gy transfer related to West-East technology transfer. TIC seems to
have been rarely taken into account, since the East is not the final
destination for the transfers of Western technology. TIC allows the
East to find markets for its capital goods in the Third World, with
the West contributing the technologies that CMEA does not have.!*

One may thus ask whether TIC allows the East to increase its
own expertise in the process of completing industrial complexes
under contact with Western turnkey operators. Such a learning
effect—which is not a direct technology transfer but rather the as-
similation of know-how—could prove to be doubly beneficial for the
East: both for East-South Industrial Cooperation and for the inter-
nal dynamics of CMEA. If this is, in fact, the case, TIC is not a
simple West-South technology transfer with conventional subcon-
tracting from the East—directed toward expanding capital goods
exports to the South—but an active strategy of assimilation for the
Eastern economies through the exercise of technology transfer.:

In the framework of a geopolitical analysis, TIC is for the East
and West a means of extending their sphere of influence in the
Third World. Technological gains thus may also become geopoliti-
cal gains. The Eastern strategies for TIC are twofold:

* This attitude is not surprising since the logic of decision-making in the East is understood:
with every change or introduction of a new mechanism, some delay is necessary in order to test
its advantages or drawbacks. In this case, it is the CMEA countries of second rank that have
served as test balloons, while the USSR cautiously stays away. Cf. P. Gutman, “Tripartite Indus-
trial Cooperation and East Europe,” op. cit., pp. 831-836.

® They feel even less inclined to do so because the objective of TIC is the completion of indus-
trial complexes in the Third World and not in countries of the East, even if the latter are in the
project. In reasoning—and above all in doing so they obscure thé technological impact of the co-
exportation of turnkey plants with the socialist FTOs. It is clear that this does not figure highly
in their concerns.

* The matter of the gas pipeline in 1982 highlighted the force of this argument illustrating
how exports towards the East are used as regulators in time of crisis.

" And this is true no matter which country acts as the leading partner/lead country of the
operation.

21t may be noted that the process of acquisition of know-how by the East is different in East-
West Industrial Cooperation (EWIC) and TIC. Whereas the acquisition of know-how is passive in
EWIC it becomes active in TIC through the installation of industrial complexes and the opening
of the technological package. Therefore, delicate problems of assimilation, which persist in
EWIC, might be more easily resolved through the practice of TIC.

41-039 0 - 86 - 5
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Either to maximize gains through an offensive strategy
aimed at penetrating the politically opposing sphere of influ-
ence;

Or to minimize losses through a defensive strategy aimed at
preserving the advantages acquired in a particular region.

The uniqueness of TIC comes precisely from the fact that the
two-pronged strategy is carried out with the support of the political
rival, who becomes a partner through the international split of
tasks. It is thus important to determine who, West or East, is im-
proving its political and economic relative position through the
mechanism of TIC.

Using a data bank comprised of 255 TIC cases divided among 53
different host countries in the period 1958-1981, this study,
through systematic quantitative analysis, evaluates TIC at two
levels: (1) the broad geopolitical analysis and (2) the detailed exami-
nation of the working relationship of the partners. For the first
time in TIC analysis, a distinction has been introduced between
“leading” and “principal” partner (main subcontractor)—the lead-
ing partner 1* by nature having a greater degree of freedom in its
strategy than does its principal partner—which substantially helps
to illustrate the mechanics of TIC.

In the first part dealing with the geopolitical analysis of TIC an
assessment is made of the strategies of the East-West pairs in rela-
tion to the Third World countries in which they intervene. A politi-
cal:economic chart of TIC is presented with the assistance of data
analysis techniques.

In the second part, a detailed economic analysis of TIC, the sta-
tistics of the work structures of the participating countries are ex-
amined on the principle that every industrial project can be broken
down into distinct tasks and ranked according to the degree of
skills (engineering, subcontracting of equipment, assembly and/or
civil engineering) (Section 1). The differentiation of work performed
by the East, West, and South makes it possible to study the compe-
tition and complementarity of the partners, both statically (Section
2), and dynamically (Section 3).

Consisting of a combination of tasks, TIC necessarily reflects the
respective position of the East, West, and South in the technologi-
cal hierarchy, a position that is not necessarily the same as in
East-West, East-South, or West-South bilateral relations. TIC thus
lends itself to the particular study of relative specializations.

II. THE GEOPOLITICAL ANALYSIS: A SYNTHETIC CHART

For the geopolitical analysis, a political-economic_chart of TIC
has been constructed, based on the participation of different coun-
tries. In the chart, a distinction has also been drawn between the
leading and principal partners, taking into account the sectors for
whom the projects were undertaken.!s

13The World Bank and other international institutions use the term “lead country” for “lead
partner” which has the same meaning. .

1The coding and the computerization of the information is summarized in Annex II; the
choice of variables and modalities used for the geopolitical examination—which is based on the
technique of data analysis—is presented in Annex IIL

Continued
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A. Factors for a Typology (Cf. Figure 1)

1. FIRST FACTOR: INITIATIVE IN TIC (TO BE READ ON.THE ABSCISSA)

This factor has an extremely clear interpretation. The East Euro-
pean leading partners (Hungary, Yugoslavia, Romania) have a neg-
ative abscissa and some of them make an important contribution to
the eigen value.'* The same could be said of the West European
principal partners (PPs) (i.e., France, Italy, FRG, Great Britain). By
contrast, the West European leading partners and East European
principal partners have a positive abscissa.

Detailed information, such as that on the division of work and the dates of the signing of con-
tracts, has not been taken into account; we have only used the information related to the sectors
under the form of supplementary variables. (These are projected on the chart, but not used to
draw it.)

's Definition: Characteristic root.



- FIGURE 1
1 X 2 PLAN
rumaris A » 0.68
' [N Y
Y u.s.8. « Japan t
& france 1
CAPITAL LETTER : LEADING PARTNER
$hsll letter: principal partmer
* Syndn Benipt Letten 1 Rost country
Mok, —— i !?ya Italic : sectors
Jr YUGOSLAVIA © x agficulture
«} Noaocco
#ayLGARIA
=oil
% POLAND * Afritg
% latin Amenica
YCZECHOSLOVAKIA
= Egy tural gas CLUSTER 3
xgwitzerland xnon !crmsor:.&mu’l
Lameroon o rumanis
themcalsg U.S.A.
CLUSTER 1 non {cmvs- aF.R.G,
metallurgy = U.K. m .8.8.7.
. ‘bulq-ﬂ‘g Apoland
. I < ITALY 3; #0.73
‘LM
c{ultluy Ty *5.3 %
x RANCE
wb.p-W e""’!‘P"L’,,—-—‘r—r Fyuecslavia
- A A equip. czechoslovakia
L laan B pos
‘ ) /p:r = ouakid
» austria * G.D.RJ Thaq P 2 AUSTRIA add
Anab
. 2 hungary .
- f.x.9. . Emirates
. z electricity .
= {taly
® Greece
AR
o YUNGARY
KUWAIT




123

The first factor axis thus expresses the initiative in the area of
tripartite cooperation.

It should be noted that the United States (principal partner) and
the USSR (lead partner) make a weak absolute contribution to the
determination of the axis.’* Their marginal role in TIC is thereby
confl';rmed. (Their absolute contributions to the latter axes are also
weak).

2. SECOND FACTOR: HOST COUNTRY PREFERENCE FOR ONE CAMP (TO BE
READ ON THE ORDINATE)

This factor contrasts the African host countries (Africa to the
south of the Sahara altogether) and Libya with Kuwait and Greece.
This opposition is not only geographical but political as well.
Kuwait, Greece or Tunisia can be classified as pro-West, while
Libya and an important part of the African host countries (Angola,
Congo, Ethiopia, Guinea, Madagascar, Tanzania, Zambia) are pro-
- Soviet or.practice a neutrality unfavorable to Western interests.

The second factor axis thus reflects the preference of the host
country for one of the camps.

Although additional factors have been considered, only the first
two factors form the basis of this study. The analysis presented is
therefore exclusively of the 1 X 2 plan. :

B. A Typology of East-West Pairs Involvement

Three clusters that are well characterized and that contain nu-
merous cases are distinguishable. Those remaining are found in
-Quadrant IV where the density is low. Strictly speaking, this group
- could form a fourth cluster of small size, corresponding to the pairs
Hungary-Italy, but whose geopolitical interest is minor.

1. THE EASTERN INITIATIVE IN AFRICA (FIRST CLUSTER, QUADRANT 1)

This cluster includes 70 cases and shows three specific character-
istics:

All the leading partners are countries of the East; in addi-
tion, they are all represented there except for Hungary and
the GDR (supplementary variable);

The principal partners are France, Great Britain, Switzer-
land, the United States and Japan; missing are the FRG, Aus-
tria and Italy;

The host countries are African in the geographical sense of
the term (and thus include Morocco, Algeria, Libya and Egypt).
However, some cases involving Syria and Pakistan are includ-
ed.

One can interpret the absence of Hungary and the GDR on the
basis of the degree of adaptation to the relatively high world
demand for the former and by the advanced technology of the
latter, permitting them to cooperate with other partners and/or in
other host countries.

** The United States (lead country) and the USSR (principal partner) are not mentioned, since
it has been necessary to give them the status of supplementary modalities due to their small
number of cases of participation (cf. Table II.1 of Annex III).
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The most notable fact is, however, the following: the countries of
the East are leading partners in many of the cases involving Africa
(in the geographical sense). This undoubtedly is a result, in part, of
the unwillingness of the Western countries—in particular, the
former colonial powers—to bring the countries of the East into
Africa as principal partners.!”

The political ties of Western countries are strong enough for the
competition not to constrain them in the initiation of TIC: their
penetration in Africa is principally through the bilateral West-
South framework. This explains why the Eastern countries as prin-
cipal partners are located far from the African host countries.

How can one then explain the great number of cases where the
East is the leading partner? The cluster of observations (i.e., the
255 TIC cases projected on the 1 X 2 plan but not reproduced on
Figure 1), as well as the cluster of variables, shows clearly that on
the part of the countries of the East there is a search for economic
presence in Africa. The supplementary variable, sector, contributes
to explaining this desire for penetration: the modality “petroleum”
is fully projected to the interior of the cluster of variables, while
the other sectors—except for agriculture, which involves few
cases—are more or less distant from it.

2. SECOND RANK EUROPEAN PAIRS IN PRO-WEST SOUTH (SECOND
CLUSTER, QUADRANT III)

This second cluster involves about 50 cases and can also be de-
scribed in detail. First, the lead countries are the FRG, France,
Italy, and Austria, i.e., Europeans. Second, the principal partners
are Yugoslavia, Hungary, Poland and Czechoslovakia. The USSR is
absent and the GDR, Romania and Bulgaria are barely presént.

Third, the dominant host country is Iraq. Also in the cluster are
Greece, Tunisia and countries of the Near and Middle East:
Turkey, Lebanon, Jordan, the United Arab Emirates. Finally, one
finds countries belonging to the Asian region, e.g., India, Bangla-
desh, Indonesia. It should be noted that all of these host countries
are pro-West.1®

The exclusion of the USSR can be explained by the desire on the
part of the Europeans not to bring the Soviets into two zones vital
to them—the Mediterranean (Tunisia, Greece, Turkey, Lebanon),
which is the southern flank of NATO, and the Middle East, which
supplies them with petroleum.

The use of principal partners, such as Poland and Yugoslavia, on
the other hand, can be explained by economic reasons. The foreign
trade organizations of these two countries in particular propose low
prices for civil engineering and assembly, thus permitting the West
European lead countries to lessen the American competition
through the calls for international bidding: there is no case of
American leading partners in this cluster.'®

17 Observation confirmed by the cross tabulations available upon request from the authors as
Annex IV.

18 This is obviously in accord with the interpretation of the second factor axis. The host coun-
tries have a negative ordinate. . .

19 Research on the division of labor in some of the cases belonging to cluster 2 has made it
possible to verify this economic interpretation.
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3. INTER-WEST COMPETITION AND SOUTHERN INSTABILITY (THIRD
CLUSTER) (QUADRANT II AND UPPER PART OF QUADRANT I11)

The third cluster includes about 38 cases. At the level of the lead
country the total absence of countries of the East can be seen. In-
stead, the lead countries are the United States, Great Britain and '
at the edge of the cluster, France (projections of variables). The -
FRG, Italy and Austria are also found there. The difference then
between the second cluster and the third cluster is the presence of
the United States and Great Britain.

The principal partners are the USSR and Poland, as well as Bul-
garia and Romania. Hungary is barely present. The partners of the
East are thus partially different from those that were found in
cluster 2; the notable fact is evidently the presence of the USSR.

At the level of host countries, a larger geographical dispersion
can be seen than in other clusters. One can find the projection of
the Latin American variable and of cases (not shown) in which nu-
merous countries belonging to this continent (Brazil, Argentina,
Chile, Ecuador, Uruguay, Bolivia, Cuba) participated, as well as
cases involving countries of Asia (Ceylon, Afghanistan), as well as
countries of Africa (Senegal, Togo, Gabon, Cameroon, Guinea, Mau-
ritania), countries to the North of the Sahara (Morocco, Algeria,
Libya, Egypt) and finally Syria and Iran.

The examination of this list makes it possible to suggest the ex-
istence of a characteristic common to a large number of the coun-
tries: instability.

It may be a matter of simple instability of a domestic nature
(Morocco, Turkey, Bolivia, Argentina). But there are also countries
in this group which over the last few years have changed sides in
the East-West sense, for example, Egypt (1970s); and above all, in
the West-East sense, Guinea and Congo (1960s) and more recently
Iran (1978—not pro-Soviet but rather anti-West), Afghanistan
(1979) and Libya (military accords with the Soviet Union, 1981).

In addition, many of these countries have abundant raw materi-
als (Gabon) and are new petroleum producers (Ecuador, Cameroon)
not to mention large producers (Algeria, Libya, Iran). The projec-
tions of the supplementary sectoral modalities also involve nonfer-
r<ius minerals and natural gas (in addition to chemistry and tex-
tiles).

The interpretation that can be drawn from the study of this clus-
ter is that the firms of some Western countries have brought coun-
tries of the East, notably the USSR, into either unstable countries
or those which have recently changed sides. However a relation-
ship of cause and effect cannot be substantiated. Nevertheless, the
presence in this cluster of countries (e.g., Cameroon, Ecuador,
Gabon) whose strategic importance is greatly increasing for the
West which lack raw materials, reveals in any case the contradic-
tions between the microeconomic interests of the industrial export
firms—whose goal is the maximization of the added value—and the
geopolitical interests of the Nation-States to which they belong.
The logic of the inter-capitalist competition, which forms the micro-
economic rationality of TIC, is not foreign to such a result.

In conclusion, it is important to point out that the basic findings
of Part I confirm earlier research done by the authors on TIC: TIC
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is essentially an intra-European phenomenon in which the United
States and the USSR play a weak role. The USA and USSR up to
now have never worked together, but rather have only worked
with a second rank (European) partner of the opposite block.

In addition, the distinction made here between leading partner
and principal partner makes two very essential points:

First, the countries of the West do not bring the USSR into
Africa—in the geographical sense—but the countries of the East
enter there in great numbers as leading partners. The analysis of
correspondences, as well as cross tabulations, clearly shows this.
(See footnote 17.)

Second, the instability or the changing of spheres of influence
(from the West toward the East) of some countries where the West
participates as leading partner and the East as principal partner is
verified.

One can thus wonder whether TIC for the USSR is a supplemen-
tary mechanism of destabilization of pro-West Southern countries
much more through the interposition of Eastern countries than
through direct Soviet intervention.

Moreover, through TIC the second-rank countries of the East
find a supplementary access to raw materials from the Third
World (petroleum and minerals notably), as well as outlets for their
exports outside of the CMEA. In addition, they weave technological
ties with the West through TIC, which offers them the possibility
of a slight margin of autonomy with respect to the USSR.

TIC is a dual phenomenon. If it contributes, in the first place, to
destabilizing the pro-West South to the benefit of the East, it is pos-
sible that it also exercises a boomerang effect on the USSR, as a
result of this margin of autonomy accorded.

IIL. TuE EcoNnoMic ANALYSIS: WORK STRUCTURES AND
APPRENTICESHIP EFFECT

A. An Analysis in Terms of Work Structures

1. THE NOTION OF WORK STRUCTURES

On the basis of the microeconomic information on the tasks 2°
carried out by the partners in a given case, it was possible to per-
form an analysis of the division of labor. A work structure based on
elementary tasks 2! was calculated for each country. This structure
consists of four figures that specify the ratios of the following tasks
carried out by the country out of its total of tasks: engineering,
equipment, assembly and/or civil engineering and ‘“none.” The
task “unknown” is excluded from the calculation.

2 The terms “work,” “task,” “function” will be used interchangeably to designate the contri-
bution made by the three partners in TIC.

2 Note that one country may do more than one elementary task. The total of the elementary

tasks carried out by a country does not, therefore, normally coincide with the total of its cases of
participation in TIC. ’ . . .
" For each case (country or pole), a total is made of the elementary tasks, engineering, equip-
ment, assembly and/or civil engineering and from that are obtained the four corresponding per-
centages through simple division. This work can naturally be done for different subsets of the
file in order to obtain structures by poles or countries according to the sector, the host region,
the period, etc.
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2. HOW TO RANK PARTICIPANTS’ WORK STRUCTURES

In Sections B and C, the work structures of the different partici-
pating parties will be compared through three sets of numbers (%
of engineering, % of equipment, % of assembly and/or civil engi-
neering). However, if such a multivariable comparison contains a
great deal of differing information, it is not possible to settle on
one ranking number. A method has been used that permits such a
ranking. This ranking is based on the criterion of the relative place
in the hierarchy of the participants’ work structures. Assigning a
precise statistical content to this criterion is difficult because of the
problem of comparison when there are multiple criteria but a
ranking between the countries is possible through a multi-criteria
analysis method, Electre I1.22 A simple rule, derived from this
gethod and valid when few participants are involved, is used

ere.2?

B. Static Analysis of the Work Structures

1. COMPLEMENTARITY AND/OR COMPETITION OF THE THREE POLES

The examination of the work structure of the three poles in TIC,
without distinction as to the role played by the East and West
(leading partner/principal partner), reveals an apparent comple-
mentarity between the West, East and South.

TABLE 1.—WORK STRUCTURE BY POLE

Poles Engineering Equipment Aseg:&ly /e None Tota!
West 452 51.2 36 0 100
East 255 59.8 147 0 100
South 2 10.5 829 46 100

The comparison of the work structures clearly reflects the differ-
ent levels of development of the actors present:
The West, the most industrialized pole, has a much higher
level work structure than do the other poles; .
The East, an industrialized pole, but less advanced in the
technological areas, has an intermediate work structure be-

2 Cf. G. Ballot and P. Gutman, “Economie Politique de la Cooperation Industrielle Tripartite
Est-Ouest-Sud. Analyse de la hierarchie des structures de taches,” note mimeo, 1982, pp. 5-10,
and Annex I, pp. 46-51.

= This rule is the following: For country A to be at least as high in the hierarchy as country
B, it is necessary and sufficient that three conditions be fulfilled simultaneously: The percent of
engineering of A must be at least equal to that of B; the percent of “engineering + equipment”
of A must be at least equal to that of B; and the combined percent of “engineering + equipment
+ assembly and/or civil engineering” of A must be at least equal to that of B.

In figure 2, it is easy to carry out the three comparisons: in fact, a cumulative percentage is
measured graphically by the sum of the lengths of the different rectangles that form it (each
rectangle corresponding to a task), a sum that is calculated from the highest ranking task to-
wards the lowest.

The justification for the algorithm retained rests on the following idea: a participating party
can replace a lower level task with a higher level one without descending in the ranking, but
not the opposite. Thus, in figure 2, part 2b, the West provides 49.2 percent of the equipment
(second-level task), as compared to 71 percent for the East, but 47.3 percent of the engineering
(first level task) compared to 13 percent for the East: it thus, does more of the highest level task
but also more of the cumulative total of the two highest levels tasks. However, it should be
noted that the algorithm does not totally reject the possibility of incomparability.
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tween those of the West and the South. It participates as a
supplier of equipment (close to 60%), while contributing a non-
negligible part of the engineering and assembly/civil engineer-
ng,

The South, the underdeveloped pole, notably in the industri-
al area, the only one of the three that sometimes does not par-
ticipate > (“none” function), is characterized by a work struc-
ture where the lowest-level function, the assembly and/or civil
engineering, predominates.

= By definition, the East and West are necessarily active because otherwise there would be no
tripartite cooperation (or East-West cooperation in third countries).
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The distinction leading partner/principal partner, in the case of
the West and East, contributes supplementary details. Figure 2,
which presents the work structures of the West, East and South
poles in two cases, one in which the West acts as the leading part-
ner and the other in which the East acts as the leading partner,
illustrates an important point: the West, whatever its status, is
characterized by a quasi-stable work structure, while the East reg-
isters important differences in its work structure, according to
whether it is the lead country or the principal partner. The most
important difference in this regard is the relative weight of engi-
neering, which differs quite noticeably: 35.4% as lead country, as
opposed to 13% as principal partner (The corollary is provided by
the variation in equipment which develops in an inverse manner).

These perceptible modifications in the work structures of the
East barely affect the work structure of the South. It is possible to
note a work structure that is slightly higher for the South with the
East as.leading partner as compared to the West in that role. The
. explanation lies mainly in the fact that the South appears to be a
little more active with the East than with the West.

Beyond these first observations, it is necessary to evaluate
whether this apparent complementarity—on a global level—is the
result of real cooperation or, on the contrary, is the result of com-
petition between the partners. In particular, an effort will be made
to determine whether the task carried out by the South affects the
East-West complementarity.

2. ANALYSIS OF EAST-WEST COMPLEMENTARITY ACCORDING TO THE TASK
DONE BY THE SOUTH

The examination of the various subsets corresponding to a split
of the file according to tasks carried out by the South—assembly,
equipment and assembly, none, all tasks, all actual tasks (Actual
tasks are all the tasks excluding the task ‘“‘none”) provides a sup-
plementary insight: it is possible to specify the relative changes
that enter into the complementarity of the work structures of the
East and West according to what the Southern host does (cf. Table
2). It is whenever the South does nothing that the West is the most
active in the engineering function. In addition, it is at this time—
and only then—that the West surpasses the East in the area of
equipment. Finally, it is on this occasion that the part related to
the assembly/civil engineering is of the highest level for the East,
reaching 50% of its contributions (while the least for the West). It
is thus clear, and, therefore, logical that the absence of participa-
tion by the South induces greater East-West complementarity.>
However, it is necessary to be rather prudent with respect to con-
clusions drawn from these observations to the extent that they
have a bearing on only a small number of cases (seven). Neverthe-
less, the absence of participation by the South is explained quite
well in the seven cases recorded: It is a result of a particularly high
technological level in the turnkey plants considered.

= This is underlined perfectly by the differentials by task (differences between the East and
West for the same function): there are 37.5 points for engineering and 12.5 points for equipment
in favor of the West.
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Whenever the South participates, the work structure of the East
improves because the assembly tasks are then left to the South.
This improvement in the East’s work structures, however, comes
about to the detriment of the West. In this case, the engineering
. component of the West’s work structure is the lowest and the
equipment component for the East’s work structure is the highest.

On the other hand, if the South is primarily responsible for both
the equipment and the. assembly functions, it actually raises the
level of the West’s work structure, for the West carries out more
engineering. The work structure of the West is then higher than
when the South only carries out assembly/civil engineering (47.6%
compared to 42.2%). Similarly, the East carries out more engineer-
ing (42.3%) when the South carries out more equipment and assem-
bly tasks than when the South does only the assembly (29.7%) or
does not participate (12.5%).
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. Table 3, which presents the ranking of the West and East accord-
ing to the tasks of the South, summarizes the different cases in
point:

(1) Whenever the South carries out the assembly tasks, the work
structure of the West is the lowest.

TABLE 3.—INTERNAL RANK FOR WEST (OR EAST) WORK STRUCTURE ACCORDING TO WHAT THE

SOUTH DOES *
Ranking
Task performed by the South Code
West East
None 158 1 6
Assembly 153 6 3
Equipment and Assembly/civil engineering TS 6 2 1
All Actual tasks 15 1-7 3 2
Al tasks 15 1-9 4 4
Unknown 159 4 5

1 The ranking is derived from table 2.

(2) Whenever there is East-West cooperation in a third country
with the absence of participation by the Southern host, the East-
West complementarity is stronger in terms of the level of work
structure; the difference in the rows clearly shows this (1 for the
West, 6 for the East);

(3) Whenever the South carries out both the engineering and as-
sembly functions, the work structure of the East is the highest; and
that, as a general rule, the participation of the South raises the
work structure level of the Eastern pole, which increases the risk
of competition with the West, as indicated by the closeness of the
numbers (2 for the West, 1 for the East).

These two last points if taken together show that, in the domain
of TIC, the East has an intermediate nature: it is dominated by the
West whenever the South is weak, but, on the other hand, its work
structure rises whenever the South participates.

C. Dynamic Analysis of the Work Structures

1. APPROPRIATENESS OF THE INTRODUCTION OF TIME

The following dynamic analysis of TIC has two main objectives:
The first is to determine whether the introduction of time into the
analysis of TIC by the dividing of the sample into two sub-periods—
1958-1975, on the one hand, and 1976-1981, on the other—involves
the appearance of paradoxes with respect to the partial conclusions
provided in the preceding parts for the total period 1958-1981.2

* The choice of 1975 as the date for the division of the sample into two parts is Jjustified in
three ways:

(1) Statistically, the year 1975 divides it into two subsets that provide a similar number of
cases (138 up to 1975 and 117 afterwards);

(2) From a tactical point of view, the practice of TIC by the engineering and turnkey operation
firms was developed before 1975 by chance in international awards without it being possible to
speak of a prepared and researched strategy; as of 1975, one sees, to the contrary, the signing of
a large number of protocols to cooperate in third countries, there consequently being a real in-
stitutionalization of TIC as an international industrial marketing tactic;

(3) Historically, it was the moment when the countries of OPEC imported turnkey plants on a
large scale, after the increase in the price of oil; therefore, half of the cases in the sample were

Continued
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The second, a more general objective, is directly tied to the eval-
uation of TIC as a practical modality whose primary purpose is to
put turnkey plants into operation in the Third World: Is it an in-
strument adapted to the interests of the South?

In short, the interest in a dynamic approach is precisely to see if
the South is seeing its role expanding from one period to another,
and to study the evolution of the East-West interaction in an effort
to detect any effect in the hierarchy of the work structures.

2. EVOLUTION OF THE WORK STRUCTURES

One must evaluate the evolution of the work structures before
examining the industrial expertise of the partners and the possible
consequences for the future of TIC.

It is possible to envision variations in the work structures of the
East, West, and South on three levels: first, when combining all
cases; second, in cases in which the West is the leading partner
from those; and third in cases in which the East is the leading
partner.

(a) All cases combined

The East and West register tiny variations in their work struc-
tures from one time period to the other, but in an inverse order (cf.
Table 4). The West sees its engineering role grow, while the East
registers ialn infinitesimal improvement in its equipment function.
For each, there is a relative decline in the other high-level task,
although the growth of the differentials by task between the East
and West for the two highest level functions—engineering and
equipment—acts in an opposite way. This seems to lead to an in-
crease in the stability of the East-West complementarity rather
than to its reduction, and all the more because the East is globally
seeing the quality of its work structure decline.

For the South, it appears that its work structure shrinks with re-
spect to the first period, with a strong increase in assembly/civil
engineering after 1975 (Assembly/civil engineering also seems to
grow with respect to the partners of the East and West after 1975).

(b) Examination by pole: the West as leading partner

The more important proportion of the engineering carried out by
the West as lead country after 1975 involved an enrichment of its
work structure to the extent that the increase in engineering did
more than compensate for the decrease in equipment in terms of
the level of the work structure.

undertaken within OPEC countries. In addition, it was at this time that the crisis began to be
felt in the industrialized nations.

The division date adopted is thus pertinent for carrying out the possible modifications in the
work structure hierarchy with respect to the evolution of productive systems.
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Similarly, the East after 1975 shows an increase in its provision
of equipment and engineering services, which leads it, without any
ambiguity whatsoever, to a higher level work structure as a princi-
pal partner after 1975 than before—an even more interesting ele-
ment when compared with the general deterioration that the East

has experienced. (Cf. Table 4).
- With respect to the South, it experiences a contradictory process
of change that rests on a double phenomenon when the West acts
as the leading partner:

On the one hand, the total disappearance in the second
period of the two highest level functions of its work structure,
which had been present until 1975;

On the other, the elimination of an absence of tasks (“none”
function) which is replaced exclusively by a limited role in as-
sembly and civil engineering.

In terms of the level of tasks, it is clear that the relative im-
provement involved in the disappearance of the task “none” does
not make it possible, if one goes by actual tasks, to compensate for
the total elimination of engineering and furnishing of equipment.

(c) Examination by pole: the East as the leading partner

Whenever the West works along with an Eastern leading part-
ner, one can note an increase in the engineering function of the
West as principal partner, proportionately more important than
whenever it itself is the leading partner. This improvement in engi-
neering since 1975 is, nevertheless, counteracted by a noticeable re-
duction in equipment (51.8% as opposed to 57.3%). The relative
weight of the equipment task in the work structure of the West as
principal partner remains therefore, higher—in spite of its de-
crease since 1975—than whenever the West itself is the leading
partner, whatever the period.

With respect to the assembly and civil engineering function, its
relative weight often has the tendency to increase with the East as
leading partner, while it decreases with the West in that role. This
evolution is registered noticeably in the Western attempt for supe-
rior performance.

For the East as leading partner, the dominant trait resides in the
strong decrease in engineering in its work structure since 1975
(39.3% to 31.3%). This decrease cannot be corrected by a one point
increase in the equipment function nor by changes in assembly/
civil engineering, which registers strong growth in the second
period. In addition, if one pursues the analysis in terms of differen-
tials, it can be seen that engineering decreases 8 points with the
East as leading partner, while it increases 1.7 points with the East
as principal partner. It is a significant enough decrease in the rela-
tive weight of the engineering function to result not only in a de-
cline in the overall work structure of the East when it serves as
the leading partner but also in a decline for the East when all
types of participations are combined.

With the East as the leading partner, the South sees its work
structure decrease for two reasons:

(1) As with the West as leading partner, the South registers a de-
cline in the relative weight of the two highest level functions: engi-
neering disappears entirely and the equipment function is reduced
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by half (14.5% to 7.1%); the latter point, however, is less negative
than with the West as leading partner (12.5% to 0%).

(2) An evolution of the two lowest level functions seems to be oc-
curring in contradictory directions: if the assembly/civil engineer-
ing shows a relative improvement, one can also see a clear decline
due to the appearance of the “none” function, which had been ex-
cluded from the work structure of the South prior to 1975 when the
East acted as the leading partner.

It is quite paradoxical to note that the East, which claims to
desire to make the South participate more in its own development,
as a general rule, causes it to participate at a lower level in the
second period than in the first, whereas the inverse comes about
with the West as leading partner. In addition, if one compares the
evolution of the assembly/civil engineering function of the East
and the South, it can be seen that this function grows more propor-
téisor';ately for the East (10% to 17.2%) than for the South (81.8% to

.1%).

This last point, if it tended to become a permanent element,
would be of such a nature that it would endanger the East-South
complementarity. It would be even more serious if the South, in
regard to its work structure, were to carry out the assembly/civil
engineering, the lowest task in the hierarchy of tasks.

Above all, this dynamic examination reveals a negative evolution
of the East as lead country, which is very enlightening with respect
to the participation of the East in TIC in general. In fact, it ap-
pears that the East is using its relative weakness as an element of
complementarity with respect to the West as leading partner,
which explains why the countries of the East wish to participate as
principal partners. That goes back to the intermediary and pivotal
role of the East in TIC: The international subcontracting of equip-
ment and/or assembly/civil engineering by the East allows the
leading partner—Western as well as Eastern—to win international
bids, thanks to the decrease in the total cost resulting from the in-
clusion of the East.” Aware of this, the partners of the West and
East have made a systematic use of the East-West association in
order to optimize the proposal for bids before the international call
for them. Hence, a growing number of general agreements have
been signed between Western turnkey operators and engineering
firms, and Eastern foreign trade organizations (FTOs) in order to
cooperate in third countries.

This East-West cooperation in third countries corresponds to an
internationalization of bids tied to attempts for greater competi-
tiveness. TIC is, in fact, a particularly effective international indus-
trial marketing tactic in the context of more and more lively inter-
capitalist competition. Its rationale then rests on the absolute ad-
vantage involved in East-West association.?® An assessment of the

¥ Monographs of TIC operations involving French firms and Western ones, in general, under-
line the competitive nature of the East European participation, in particular, for the common-
place U??uipment/civﬂ engineering. This characteristic trait also appears in the recent studies of
the -ECE, of the Bundesverband der Deutschen Industrie (BDI) and in the studies of F.
Levcik on the Austrian case and Gutman/Arkwright on the French case (See the bibliography).

= Which has been emphasized by the East European authors, Hungarian, and Polish manag-
ers, in particular. Cf. the articles by Kemenes, Raba, Golonscer, Pados (Hungary) and Zagorski,
Zurawicki (Poland) in the bibliography.
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.evolution of the technological gap between East and West in TIC
remains to be done and a neo-technological interpretation may be
helpful in such an undertaking.

- 3. TECHNOLOGICAL GAP AND THE APPRENTICESHIP EFFECT

According to what has been noted so far, the recourse to TIC
does not noticeably improve the place of the countries of the South
in the hierarchy of productive systems.

On the one hand, there is the mechanism of the international
bidding, which favors competition more than cooperation between -
East and South; the East-West complementarity is even greater
when the South does not participate.? When the South does par-
ticipate in the completion of its own industrial complexes, its prin-
cipal role is the assembly/civil engineering (which, in the second
period, with.the West as leading partner, is its only actual work).

Moreover, although the East tends, statically, to raise the level of
its work structure when the South intervenes, the dynamic analy-
sis shows that after 1975 the East-South complementarity tends to
decline, the East doing more of the assembly when it is the lead
country, which sometimes compels the South to remain inactive.

It appears, in fact, that if there is a technological gap between
the West and East, on the one hand, and between the East and
South, on the other—which underlines perfectly the work struc-
tures of the East, West and South poles and the hierarchy that fol-
lows from this—the decisive element is the industrial expertise de-
fined as the experience of the transfer of know-how and not just
the transfer of capital goods. Thus, the rationale for the participa-
tion of countries of the East lies in the apprenticeship effect.

The Hungarian economist Andras Raba insists on this point
when he emphasizes that “the triple effect of acting together, adap-
tation and learning process is a striking characteristic of Tripartite
Cooperation. Here we examine this phenomenon not from the point
of view of the developing countries, but from that of the socialist
and capitalist firms working in cooperation.” Raba goes yet a little
further: “Of course, the adaptation is more difficult for the partner
whose technical knowledge is at a lower level and whose experi-
ence in the organizational domain is less” and he concludes that
“any company that cooperates with a foreign partner at a higher
technological level will adapt itself towards the higher. It will learn
the strict technological standards; it will attain the quality, exact-
ness and rapidity required.” *°

The countries of the East, having a lower level work structure
than the West, seek in TIC the experience and the expertise in the
turnkey operation role that the latter possesses.*!

Knowing that its own work structure began to decline as a lead-
ing partner with the second period, the East has great interest in

2 The cost of labor is higher in the East than in the South and this should lead to cooperation,
but dumping from the East—especially for assembly and civil engineering—lowers the cost and
stimulates competition with the South.

3 Cf. Andras Raba, “Cooperations trip