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IMEERI\IATIOI\IAL DIVISION OF LABOR IN TBE SOCIALIS‘I‘ WORL'D SYSTEM
- Czechoslovakia -

ﬁollow:lng is a translation of the debate contributione
of various economists presented at e conference on problems
of the internmational division of labor, held in Liblice,
Czechoslovakia, 12-14 December 1957, &8s subsequently
published in the Czech-language booklet Mezinarodni’ delba
prace v socielisticke svetove soustave (International
Divieion of Lebor in the Socialist World System), Prague,
1958, peges 64-116. The chief report of the conference,
shat given by Docent Vliedimir Kaigl, director of the

" Economic Institute of the Czechoslovek Academy of Sciences
is not included 7 .

G. M SOROKIN (,andid.ate of Economic Sclences .
Econonic Institute of the Academy of Scilences USSR, Moscow

. After World War II Marxist economists found themselves con-
fronted by the important problem of etudying the laws of the origin
and evolution of the world socialist system. What is the world
socialist system? What are its characteristice? -

+The world socialist syetem means thet there exist a num'ber
of countries where the soclalist revolution has won, where governmernt
by the working people was instituted, with the workers? class led .
by the Marxist-Leninist party at its head, where there is collective
ownership of the basic means. of production, and where socialist A
and communist society is being progressively established through
the development of a large industry, gradual socialist transforma-
tion of agriculture, and improvement of the standard of living of
the people. The world socielist system, moreoever, means broad
ecoromic cooperation between the soclalist countries and. rational
divieion of work among them. ..

The socialist countries - cooperate on the basis of full equality,
common advantages, and mutual comradely assistence. -Their coopera= .
tion plays a leading role in strengthening the political and economic
independence of each soclalist country and in strengthening the '
socialist community as a whole. The close unity of the socialist
countries is conditioned by the fact that they started together on .
+he common rc*md to socialism; that their socio-economic system and.
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state power are based on the same class foundetion; that they need
mutual eid and support; that they have conmon interests and aims
in the fight against imperialism and for the victory of sociallem
and communism; snd that they share the Marxist ideology. The
declaration of the Moscow conference of the delegates of Communist
and labor parties of the socialist countries (in November 1957)
states that in "the present situation the consolidation of the
unity and brotherly cooperation of socialist countries and the uniting
of the international democratic labor movement toward gelf-determina~
tion are especially important” and that "the socialist countries
will continue to enlarge and improve mutual economic and cultural
cooperation.” _

The creation of a world soclalist system, its evolution and
victory are historically inevitable and obJectively necesSsary. The

game obJjective necessity 1is the cooperation of the socialist countries.

ObJjective Laws of the International Division of Labor

The socialist revolution wins in an epoch of imperialism
when capitalism has been transformed into & world system, when -
there oxists a world cepitalist market and a developed international
division of labor. The capitalist international division of labor
evolves under the influence of capitalist economic laws, and is the
direct result of the concentration of production and monopolies, of
technical progress and of the development of the collective character
of production. The world capitalist merket and capitalist division
of lebor have their peculilarities, expressing the basic antagonlstic
contradictions of capitalist society which can be swept aside only
by abolishing capitalism. The international capitalistic division
of labor means the unequal evolution of individual countries, the
control and exploitation of colonial countries by the main bourgeois
countries, & severe competition between countries and world monopo-
lies, and imperialistic wars as means to grab markets. International
capitalistic division of labor in the epoch of imperialism leads
to the division of the capitalist world and markets between the
main countries. This division of labor is at present the main
obstacle to the development of productive forces and a means to-
oppress many countries. _ :

Socialist revolutions 1n meny countries disrupt the world
capitalist economic system, narrow the world capitalist merket,
lead to the creation of a world socialist economy, & world soclalist
merket, and intermational socialist division of labor. The process
of the creation of a world socialist market and the dlvision of
lebor 18 historically conditioned and is perfected in the course
of socialist development. Every country which starts developing a
socialist economy, Just as the world socialist system, is confronted
at the beginning of its course with the disruption of the old
capitalist world connectlons. Experience shows that in most cases
it is not possible to preserve these connections. Many have become
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disadveontageous; they had an enslaving cheracter and lost their
izmportunce. On the other hand, capitalilst countries in their blind -
hatrei of socialism did not want to keep their connections with ‘
socialist economy, boycotted:it, and did not want to preserve the
previously created division of. 1abor.~ The soclalist countries -

the world socialist system -- had to organize economic relations

emong themselves and develop-an internatlcnal socialist division

of labor. At the same time, _the boycott-of the. capitalist countries
helped the rapld orgenizing of a socialist world market. ‘The high
degree of cepitalist division of labor compels the socialist _
countries to seek close collaboration 1mmediately after the victory

of the socialist revolution. In the course of building socialiam C
objective factors begin to be felt which hasten and deepen the inter- .
national socialist division of labor. Soclalist nationalization

which occursg in all countries building. socialism provokes & tendency
pointed out by Lenin -- "the tendency to create a unified intermatimal
economy as an entity according to a common plan controlled by the
proletariat of all nations, & tendency which appeared quite clearly
under capitalism and vhich undoubtedly will further . evolve and cul-’
minate under socialism."

The effect of the world socialist econonic system and the
division of labor among socialist countries are determined by obJect*ve
econcmic laws of socialism. -The means to the general development of
sociallst production, aiming at maximum setisfaction of the needs. of
the members of socialist society, strengthening of a planned national
economy, and increased labor productivity, that is, means to fulfill
the damands of the economic laws of socialism, are technical progress,
production specialization, its concentration, the creation of . glgantic.
production tools, and the development of & collective cheracter of
production. These economic traits, which are closely related and -
which form the material basis for the division of labor in the
society and among individual nations, develop more fully under the
infiuence of socialist production relations, more universally and
rapidly then under capitalism, and do.not lead to the antagonisms
and economic crises which are unavoidable under the domination of
private ownership of the means of production and the exploitation of
men by man..:

Lenin demonstrated that the development of technique, of the
socialization of production, and of the division of labor is infinite
in ite substance and that division of labor is always accompanied
by a territorial division of labor. If the division of lebor is ..
not developed, local barriers lead to complete isolation from the
rest of the world, but-an expanding division of labor abolishes i
the berriers of local markets and leads to the creation of & univer- -
sel market and to international cooperation. The facts of the evo- .
lution of socialist countries bear out these theoretical theses, -
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The concentration of production and development of new pro-
gressive techniques advance more rapidly under socialism than under
capitelism. The share of lerge enterprises (according to the number
of workers) with over 500 workers was in 1947 in the USA, 45.9 per-
cent, 41 percent in the United Kingdom, and 69.6 percent in the USSR
in 1950. The share of still larger plants with over 1,000 workers
was in the same year 28 percent in the United Kingdom but 56.5 percent
in the USSR. large plants concentrate the specialized, technically
most perfect preduction which must develop in harmony not only with
the production of other plante in the same country but with internationel
cooperation. This 1is demonstrated very well by the example of elec-
tricity producing plants. It is & well-known fact that isolated
individual electric power plants are an economic absurdity and that
electric power plants are currently being combined into systems which
cover bigger and bigger territories. The USSR builds the biggest ‘
energy producing systems, and their full coordination is planned for
the future. The energy-producing system of the European USSR, which
18 being built in the Sixth Five-Year Plan and will cover a vast
territory, will produce about half of all Soviet electric power and
will combine the systems of the South Center, and Urals with the

gigentic hydroelectric plants on the Volga -- the Kuybyshev and
Stalingrad plents., Electrification and the progress in ‘technology
and mass production that it brings about require a planned organiza-
tion of work in the entire country and between countries. Lenin
wrote on this subject: "It is my opinion that both from the theoret-
jcal and the practical propagands points of view it 1s most importamnt
to state the thesis (and in any case treat the subject more extensiwely
in Communist literature) that modern progressive technology wrgently
requires the electrification of the whole country a8 well as of a
number of neighboring countries according to a unified plan." Tt
is quite logical.that Czechoslovakia, Hungary, the GDR (German
Democratic Republic), Rumania, and Bulgaria successfully cooperate
in use of energy-producing systems. ' ‘

Other examples of the economic necessity of international
division of labor and mutual cooperation of socialist countries can
be mentioned. The task of making full use of the great specialized
metallurgical plants in the USSR, the GDR, Czechoslovakia, Poland,
and Hungary is a task which transcends national scope because 1t
requires cooperative planning among the countries of the socialist
camp in the field of metallurgy. Only on the basis of collective
use of the ferrous ore and fuel resources of the USSR and European
peoplet!s democracies can these countries successfully solve the
foundry problem. Complex exploitation of huge hydrodynamic resources
like the Amur or the Danube which would be in keeping with modern
technical achievement is unthinkable without international coopera-
tion. The building of transport centers, made necessary by the ex-
ransion of production, also became an internationalaffair in many
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cases. As the best example we can cite the construction of the
Aktuga J-D Junger Gate-Urumchi-Lanchow reilroad which is being built
- in friendly cooperation between the USSR and the Chinese People's
Republic, We can positively declare that the development of mass
production and modern technolocgy leads the way to intermational
socialist division of labor. If the Soviet earth satellites, which
for their existence need cosmic space, are the symbols of the newest
technique -- the technique of the future -- it becomes quite evident
that it is inevitable and important for entire branches of national
.economy to transcend the frame of national states and to enbter the
etage of international division of labor and that it is necessary fcr
our countries to cooperate willingly in the historical task of
building socialism end communism.

Planned Organization of International Division of ILabor

The creation of socialist ownership and the development of the
collective character of production in the people's democracies make
possible and in fact require & planning of national economy in which
international division of labor is the basis for planning economic
relations and the cooperation of socialist countries. Planned inter-
national division of labor is one of the basic characteristics of the
socialist world system. In planning international relations one
proceede from the tendencies of the evolution of international divi-
sion of labor which develop in accorance with the requirements of
economic laws of socialism, from the task of socialist organization,
determined on the basis of studying obJective economic laws., Planning
is again a powerful lever for the creation of rational economic con-
tacts between countries of the socialist camp. If we plan the
delivery of machines and equipment from the USSR, Czechoslovakia and
the GIR to countries which are developing their industry, of the
0il products of the USSR and Rumania to socialist countries which
do not have their own crude oil industry, of the products of southern
agriculture from Bulgaria, Rumania, and Albania to the USSR and the
GDR ~- all this planning of contacts between nations stems from a
division of labor which is based on history and highly useful. If
the USSR and other socialist countries help the Chinese People's
Republic in accordance with obligations of socialist international
assistance, they help to develop her economic potential and to link
into the economic circle the rich Chinese natural resources; all
this in turn creates planned new production sources and new international
relations between socialist China and European and Asian countries.
These new relations based on powerful production resources will in
turn have a favorable effect on the development of countries friendly
to China.

When planning international division of labor, the basic tremis
of the intermational division of labor are set to ensure a general
development of each country and its national independence, and the
extent of interstate cooperation of the individual branches of national
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oconomies is determined as well as the general volume of the world
socialist market. We must point to the continuous development of tie
world socialist market, the absence of crises and the gtable and not
accidental character of the relations between countries and production
branches. The most general figures show the following:

Growth of National Income and Turnover of International
Trade of Some Socialist Countries (in percent)

" National Income Turnover of Foreign Trade

USSR (1938-1956) ' 400 - 500

China (1952-1956) bk 168
GDR (1950-1955) 162 280
Rumenia (1948-1955) : E 250 285
Bulgaria (1949-1955) - 193 R 198

The existence of the international soclalist system makes the .
tarnover of foreign trade grow faster than national income; in other
<sords, international division of labor develops more rapidly then material
rvoduction in general. During the period when the USSR was the only
socialist country and when capitalist countries traded with her only
roluctantly, and for the most pert boycotted her, the dynamics of tle
growth of national income and foreign trade wes considerably different

wom the present situation. In 1938 the USSR's national income was
five times that of Russia in 1913, but the turnover of foreign trade
was less than one third the prerevolutionary figure. The above figures
ghow that before the evolution of the socialist world system the

USSR developed in isolation and there was no question of an increase

in international division of lebor. ' ' ’

- In general it ies possible to judge the rapid development of

the world socialist market from the fact that in 1955 the volume of
foreign tradé of the socialist countries was more than 2.5 times higher
than in 1948. For the most part this turnover is between the socialist
countries. ‘ s S ' o
The stable and firm character of relations on the world sociel ist
market is also demonstrated by figures on the composition of the
turnover of foreign trade. Let us take figures from the USSR.
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- The Most Important Items in Soviet Emport and Import
(in percent of total) ,

1954 1955

Export 1938 . flggo

Machines and equipment,k 5.0 16.3 21.5 22.1
0il and oil products 7.8 1,5 4,2° 6.4
Metals ' 1.6 12.6 18.2 15,2
Wood 2201 2,9 3.6 k7
Cotton 1.9 117 0 12.1 11.3
Grain 21.3 18,5 12.2 10.3
Tmport . : } o
Mechines and. equipment 34,5 27.1  32.6 33,0
Metals ' 25.9 " 9.3 5.8 5.3
Mass consumption goods . 4.8 16.3 21.2 19.0
Textile raw materials 9T 5T 6.8 5.4

After the war the composition of Soviet exports and imports
changed considerébly in comperison to the prewar situation, and also
thanks to planned foreign trade with people's democracies this compo-

. 8ition became stabilized and shows the continuity of economic relations
between countries of the soclaliest economic system. _

‘ In plenning the international socialist division of labor, the
‘most importent criterion of its effectiveness is the increase in labor
prodvctivity in ell cooperating countries -- & maximum of labor saving

~ in all pheses of extraction and treatment of raw materiels up to the

"~ finished product. A major role is ‘Played by the correct use of '

"natural resources and geographical enviromment. Obviously it is
more profitable to mine rich iron ore in Krivoy Bog than in small
deposits with & lower iron content, but the favorable influence of
the climate of the Kazenlik Valley on vinestock and roses cannot be
matched in the cold reglon around Moscow. v

The evolution of specialization and cooperation hed maJor
importence for the increase in labor productivity. In his report to
the Central Committee of the Communist Party of the Soviet Union at
the 20th Congrese, Comrade Khrushchev said: "It is no longer necessary
for each socialist country to develop all branches of heavy industry,
as the USSR had to do when for & long time she was the only socialist
country surrounded by capitalism, Now with the powerful friendship
of socialist countries and with their security and means of defense
based on the industrial strength of the entire socialist camp, every
European people's democracy can specislize in the development of those
branches of industry for which she hae the most favorable natural aml

" economic conditions. This at the same time creates the necessary ccn-
ditions to make available large means for the development of agri~
culture and light industry so as to-satisfy more and more fully the
material and cultural requirements of the nations.". ‘

..7..
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Planned division of labor emong socialist countries is put
into practice on the basis of coordinated economic planning. We
often hear that the main form of economic relations among countries
of the socialist system is foreign trade, and that coordination of
planning is the new form now being developed. But we cannot separate
one from the other. Foreign trade is planned in close relation with
the entive national economy. To have a foreign trade more or less
independent of economic planning is possible only in very limited '
cases -- only from reserves and stocks. The USSR is delivering '
complete equipment to 478 plante, including 211 plents in China,
72 in Poland, 56 in Rumenia, and 39 in Bulgaria. It is not possible
to menufacture 8o much equipment without previous planning. All .
taskes in the production of machines are assigned to plants, and pro-
duction for export constitutes a major item in the financial and in-
dustrial plans of many factories. But the installation of Soviet
equipment in China, Poland, Rumania, and Bulgaria cannot be carried
through and the equipment put into operation haphazardly, without a
plan. On the contrary, the construction and exploitation of plants
delivered by the USSR is an important pert of the economic plans of
the countries importing the equipment. Every socialist country de-
termines the export and import ¢ontingents according to plans which
are an organic part of her over-all economic plans. The practice of
planning economic relations between socilaist countries influenced
the methodology of elaborating economic plans and of verifying their
application and the organizetion of work planned.' In planning the
budgets of the most important types of product:on, such entries as
import from and export to socialist countries are now taken into accowib.
The importance of the foreign trade balance of payments and foreign
exchange has grown. In balancing national income it is now necessary
to take foreign trade into account, o o

The coordination of plans means for the most part coordinaticm
of long term plens. To create a rational division of labor and inter -
national economic¢ relations takes time, and the necesssry measures
can be planned and put into effect over a period of years, that is,
during the implementation of the long term plans. When the directives
for the Soviet Sixth Five-Year Plan and the long-term plans of the
people's democracies were being set, a lot of work was done on
coordinating the five year plans and certain experience was gained
which must still be studied and perfected. Vhile coordinating long-
term plans, the economists, engineers and other experts of the
socialist countries got to know better the resources of the allied
countr:es and the economics and technique of their main branches of
industry. They worked out the methodology of setting the most important
palance sheets and gave maeny useful suggestions to improve the planred
projects. All the work comnected with the coordination of plans was
after all conditioned by the requirements of the obJective lavs
according to which the world gocialist system is evolving. The
coordinated projects have been the basis for the grandiose expansion
of socialist economics. ,

e, I T, T T R e
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. The Plan of Development of Some Industrial
Branches of the Socialist Countries by 1960

1.

1955 1960 1960 in % USA

. of 1955 lQéO:
Iron ore production S 46 - -80.5 _'_'175"'“ 69
(in millions of toms) - ' - ‘ ' o
Steel production o . 62 1025 . 165  1ok5
(in millions of’tons) o S | ' '
Coal production . 880 1350 . 18h 479
(in millions of tons) | ' , o
Electric energy production - 260 B h90 1188 . 684

(in bilLions of kilowatt-hours)

, Vhat is remarkable ‘ebout these figures is not only the rapid,
increase but also the absolute figures which for metallurgy in
1960 will reach the present level of USA production, and for coal pro-.
duction will exceed it.

B Like all socialist planning, coordination of the economic plans
of the socizlist countries does not end with the drafting of plans;
that is only the beginning. After the prepared plans are coordinated
it is necessary tOJGOOrdinaté their implementation, which is much _
more'difficult ‘Planned cooperationcannot work haphazardly, ‘without
solving the complex problems vwhich crop up during the carrying out
of the adopted plans. Ve must not forget that the people's. de-
mocracies are still in & transitional period from capitalism to
socialism and that socialist changes and socialist planning are being
cerried out under conditions of severe class struggle The thgarian
events have demonstrated that class struggle can reach the most sevaro
Porms and can have & strong influence on the country's economy .

It is necessary to vemember thet the world socialist system exists
next to the world capitalist system and that these two systems influenc:
pach other. When plens are drawn it is not possible to foresee
exactly the results of this influence. Over many years ,experience
in planning hes shown that 1t is possible to make mistekes by settirg
either too low or too high targets. These mistakes are found and can
be corrected in the course of implementation. Planning, including
the planning of economic relations between socialist countrles, must
be done consistently and must be improved on the basis of practical
carrying out of the plans; possible disproportions and failures in
the evolution of the socialist system.must be mrevernted in time and
the people educated to a planning discipline and to responsibility
for high quality and exzct fulfillment of the orders of every allied
countyy .

-9 -
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The most importent task of the planners and scientist-economists
in the USSR and the people's democracies is the coordination of over-
all economic plans for 15 years. At the Eighth Congress of the CEMA
(Council for Economic Mutual Aid) in June 1957, & -coordinated elabora -
tion of economic plans for 10-15 years in member countries of the
CEMA was decided upon. At the Supreme Soviet meeting honoring the
Loth anniversary of the October Revolution, Comrade Khrushchev made
public the basic figures of Soviet industrial growth for the next 15
years. According to these figures, key branches of industry will in- .
crease their production by two to three times and the Soviet State
will in the next 15 years not only reach but -surpess the present volume
of production of the most important industries in the USA, As for
agriculture, the USSR is getting good results in trying to overtake
the USA in per-capita production of meat, milk, and butter. Unguestion-
ebly, other socialist countries will also set themselves splendid ter -
gets in their general plans. There 18 no doubt that the world socialis®
gystem in a historically short period will catch up economically with
the main capitalist countries, will overtake them, and in peaceful
competition with the capitalist system will bring ebout the final vic touwy
of communism. The most important factor in attaining this historical
victory is to unite the forces and the means of the socialist camp.

* % ¥ _

Science and especially economics have places of honor in carry ing
out a planned and rational division of labor among the soclalist
countries. But hardly anyone can be satisfied with the work done up
to now by the scientist-economists on the study of the world socialist
gystem. The main task lies ahead. It would be possible to take ad-
vantage of the meetings of economists from many countries to exchange
1deas on questions which should be studied in detail. In our opinim
the following questione should be considered: » .

The laws of the origin and evolution of the world socialist
system; '

The advantages of the socialist economic system as compared to
the capitalist system; a

The economic effectiveness of international cooperation between
individual branches of national economies; o :

Methodological points of coordination of the general plans of
the socialist countries; -

The effect of the law of value and 1its use in economic relations
between countries of the socialist camp; ‘ ,

Peaceful coexistence and ways to broaden economic relations be-
tween the capitalist and socialist economic systems.

Some of these guestions have already been raised. It seems
that the time has come to stress more actively the theoretical problems
vhich touch the vital interests of the entire community of socialist
countries and which the economists must study. ’

- 10 -
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De. KARL LVIORGENS‘IERI\T ' ' ‘
fconomic Institute of the German Academy of ScienCes Ber in

"We-wolcome the initiative of the Czechoslovak comrades who em-

barked upon working out and coordinating the solution of theoretical
problems of the socialist international division of labor. This lire
is particulerly-important both economically and- politically. .

The widening and planned development of the socialist inter-
national division of labor is & pressing objJective demand which stems
from the relations of production meanS'and requirements and the require-

ments of socialist production relations. At present the production
means are lagzing behind the socialist production relations. But the
socialist production relations (in the sense of furthering plenned
comradely relations of socialist producers in socialist countries) must
also develop further in order to let the production forces grow more
rapidly through planned expension of the international division of
labor. 'The sooner we all recognize the full importance of this fact,
and draw the necessary and today possible conclusions, the quicker wiil
be the development of individual countries and of the entire socialist
camp and the closer will be the relations and friendship between the
Socialist countries. The victory of socialism over capitalism depenis
on this to & great extent. In the GDR we share comrade Kaigl's
opinion on many questions brought up in his report to this conference .
dirst, I should like to mention the correlation of further industrisl-
development of the GDR with the creation of an international socialist
Aivision of labor.  This correlation, vhich has special meaning for

the GDR due to the fact that Cermeny is divided, demonstrates the
necessity of a planned widening of socialist international division -
of labor for ‘the progress of national economies and of individual
countries, especially the small snd medium-sized ones. '

The gross industrial production of our republic has increased
very slowly in recent years (6-7 percent per- year), and this will con-
tinue until 1960. Because of the German situation (the necessity far
she GDR to gain Buperiority over Vest Germany in the general standerd
of living, which is important for the entire socialist camp) this pace
of growth is too slow. Some essential conditions and determining.
factors for quickening the pace of development axe closely related to
the division of labor among socialist countiies. :

For instance, an important reason for the slow increase is-
the inadequate supply of raw.materials, especially in the metallurgical
industry, which is a consequence .of the division of Germany . :

While on the territory of :the present GDR about one third of
the total metallurgical output was produced (e. g , production of -
tooling machines constituted 37.9 percent, production of the fine
mechanisms and optice industry 33.1 percent, black coal mining and
production of iron and steel were for the most part located in West Germany .
The Ruhr was. thé base. of heavy. industry for all ‘of Germany:. If we take
the territories of both Cerman states in their 1957 frontiers (includ ing
the Saar), in 1936 the territory of the GDR hed only 2.3 percent of

- 11 -
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the black coal production, 5.1 percent of the Iron ore production,

15 percent of the foundry production, 15 percent of the industry man-

ufacturing iron end steel products, and 9 percent of the iron and

steel production. The production of crude iron represented 1.3 percent

and of steel approximately 7 percent. A total of 32 percent of the

machine production of the plants located on the territory of the i
present GDR constituted the major part of the production means of '
the B industry group; for instance, there was 50 percent of the pro- o
duction of textile equipment. In individual branches of industry ¥
also, severe difficulties were created by the division of Germany.

In 1936 on the present territory of the GDR more than one third of

the automobiles was produced, but the percentage of the supply sub-
industries was much lower. ) ' :

The territory of Central and East Germany had an average of
only 14 percent of such jmportant supplying sub-industries as the
production of electrical perts, valves, pistons, car bodies, and glas s,
The same disproportions arose in the textile industry. The imperial-
igsts hoped to weaken or even prevent socialist reconstruction of the
GDR by embargo. But the most severe shortages of raw materials
were overcome by the efforts of the working people of our country and
the comradely help of socialist countries, especially the USSR. In
spite of that, we still feel a serious shortage of raw and other
moterials. This shortage will be overcome one day by our own stepped -
up efforts aimed at an expansion of the production of basic materials .

Until 1960, about half of the industrial investments will be
devoted to increasing electric power output and coal production. But
because of unfavoreble natural conditions our republic will atill de-
pend to a large extent on imports of raw materials For this reason
the necessary stepping up of the pace of development depends very
much on increased production of raw materials in other socialist
countries, particularly the USSR and Poland. ' :

Another question is what is manufactured from the material ard
how the production is proceeding. There lies a Purther close rela-
tionship between the industrial development of our country and other
socislist countries. Our machinery industry neither was nor 18
specialized enough. Capacities were scattered and too many types of
products were menufactured, which means that the production series
were small and costs high. Also, those machines and aggregates for
which favorable conditions exist are always manufactured. In the
frame of international specialization our machinery industry will
concentrate particularly on the production of more elaborate and very
complicated machines end tools. We are compelled to do this by the
rew materials shortage, and moreover we have the necessary conditione
(labor, etc.) for this kind of production. . : ‘ .

-
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But it Will be necessary to continue also some types of pro-
duction which make great demands on material (e.g., foundry and mining

’equipment) and even increase it because we need the production capacitise.

The concentration on more eleaborate and complicated products which
leads to a change in the structure of the machine industry in this
direction is not in conflict with the socialist industrialization of
less developed people's democracies. In those countries also, the
production of such items is developing, but very often the conditions
are lacking for a greater production of very complicated mechanisms.
Tt cannot be otherwise, because in industrial development it is not
possible to jump from a low degree to the highest one. But of coursee
we 4o not identify ourselves with the concept of the bourgeois
economists who even now deny underdeveloped countries the possibility
of producing mechines, let alone complicated ones. ° : o

Production of the most modern, very complicated machines in
gsocialist countries which are the mest advanced industrially has
great importance for the entire socialist bloc because on it depends
technical progress and consequently to a great extent also the victary
of socialism over capitalism in economic competition. '

A few remerks on the effect of the law of value in the inter-
national division of labor: : E . ‘

I agree with Comrade Kecigl's opinion that it is not possible
to create artificially a price system completely different from
world prices and also with his opinion that in the socialist inter-
national division of labor and in foreign trade between socialist
countries the value relations have great importence. This is due to
the fact that at present no all-embracing collective ownership exists,
but individuel nations, as sovereign socialist states, are the owners
of basic funds and currency means, as long as these are not group oOr
private property. Consequently, the individual states are also
owners of the products of menufacture. In my opinion the role of the
law of value in the socialist internmational division of labor 1s
overrated. This is evident also from the thesis of the report which
states: the result of a correctly applied production progrem must
be that the countries which at present have & lower standard of pro-
duction meens give priority to the development of those branches of
production for which they now have the most favorable conditions,
and that they then gradually develop other branches of production
for which their continuously improving economy will meture so as to
make it profitable to undertake them from the point of view of the
entire socialist camp. , ' .

This thesis seems to me too rigid. In effect it asserts that
the law of value plays a decisive.role in the distribution of collect ive
work among socielist countries. Trom thie point of view Comrade Kaigl
could arrive at a formulation about the distortion of the substance
of the monopoly of foreign trade in the sense of a protectionist
policy, which is unilateral and demaging. o

-13 -
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N:turelly, it is absolutely'essential_that;every_country con-
centrate on the most advantageous brenchés of production according
to its conditions, but this must be. done on the basis of the require-
ments of that country and other socialist countries. At the same
time, it is necessary to examine the;productionfPOSSibilities'of
these countries and compare them to cur own. - In many instances it
is necessary and possible to place production in those countries or ; “
that country where conditions are the most favorable, that is, where
production costs are on the world average or only slightly higher;
hovever , elthough profitableness s importent, it is not the gole
determining fector for the develoyment of production. ‘Priority must
be given to guarenteeing the aims of socialist production and the
necessary proportions deriving from it. In individuel national
socialist economies and in the sociallstworld economy it is necessary
to hermonize the achievement of the highest possible immediate
profitableness, guaranteeing adequate means for accumulation, with
long-term profiteblensss. This problem has & specific aspect in the
world economy because most of the countries are at the beginning of
their socialist industrialization. In this process it is especially
important to finance the development of a number of brarches of heavy
industry and the accumulative resources of other bréanches of national
economy . IR - . :

The existence of the world socialist.systémﬁnbwadays permits
countries to specialize more on advantageous production. Neverthe- . .
less, often it is rot possible for new production to be profitable
from the start, let alone to keep within average international costs.
Tt is often possiblé and correct to wailt for conditions to mature
for & new production line because it will then be possible to produce
without. logs either immediately or very rapidly. But in other cases
the requirements of proportional growth or of employmsnt,of;manPQWer ,
compel a production even though at the moment it may involve very
high experditures. To this ve must add the necessity of achieving
and guaranteeing the econcmic independence of the socialist bloc fran
the capitalist bloc. ‘Netural conditions and the necessity of en- ’
larging production for' which there are particularly"favdrable condi-
Hons mey also play & role in this.. ... L

The requisites of socialist industrialization of all countries ,
of the development of production means, especially of manpower, of
the exploitation of natural resources, of full employment of strateglc
and other political considerations ere incompatible‘with'such a o
conception of the utilization of the law of values which in reality
would meke it the determining factor in the international socialist
division of labor. A planned proportional'devélopment, directly .
determining (on & national and international scale) the proportions .. . = |
of the best possible satisfaction of the requirements of socialist '
soclety, must of course yield the highest profit; but that is not _
the mein consideration. If the plamned proportional development were
determined only by this, a situation would necesserily develop where

v
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an ex;anded production would be slowed down or stopped, and this _
would not safeguard the aims of socialist production. If at present.
a socialist country has to start or expand production the costs of
which are higher than the world average;, the price of the products _
must not necessarily exceed the world price. But in many cases this
can be right and necesssry, Just as’ in many other cases the price

can be lower then the world price.

In other words, in some instances it will be correct and :
necessary to subsidize the development of a backward cowntry or back -
werd branches of industry in other countries by meens of the price
also, except for measures cited iIn Comrade Kaigl's report. Never- .
theless it could be correct, as I have already mentioned, not to -
create end use on the socialist world merket & price system which
would be completely different from the world price system, while it
would be correct to call it a socialist world price system. This
would have some advantages but also drawbacks. But it is a conse-
quence of the existence of two world systems, two different systens
of economic laws, influencing each other; this in turn creates and
can create specific differences, for insteance in prices.

Limited utilization of the world price even in those cases
where the natlonal value is higher "than the world price does not
necessarily slow the countries! development but can become an in-
centive for technical expansion and for an increase in labor pro- N
ductivity; this is alreedy happening in some cases. -(On the domestic
merket also, prices of many products of heavy industry are lower
than production costs and the state pays subsidies to the plant.)

- For this reason I believe that the conclusion to which Comrade
Kaigl comes from the concept of price determination on the socialist
world market has not necessarily been reached correctly. This means
that under certain conditions a country must continue & production
line even though the world price does not cover 1ts own expenditures
and in some cases even enlarge such a production, and to & certain .
extent also develop other momentarily unprofitable or not quite
profitable production lines .

Tnternational socialist division of labor 1s 1nfluenced by
political; economic, and nstural factors which it is necessary to
examine, take into account, and exploit. Even though the solely
economic factor 18 not always determining, and the most profitable
economlc variant not always decisive, 1t is necessary to go through -
with the economic analysis, and the points which can be exactly or
at least approximately calculated must be studied and compared . . This
concerns, for instance, the comparison of the effectiveness of invest -

ments, calculation of transportation costs, advantages and disadventa ges

of rass production, production costs of raw materials, etc.
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In my opinion economic and natural factors and connections
which influence the location of an industry in the socialist camp
and heve & relation to it are the following: The concentration and
international specialization of the production and international
cooperation stemming from it; the requirements of the country, of
the socislist countries or even of other countries; geographical
environment;. the people as the main production element (in contrast
to capitalism, under socialism the working people especially in
industrially underdeveloped countries very quickly get better skilled
through mutual assistance); existing production equipment and its
technical standerd, including the sub-supplying industries; the
amount of investments; transportation costs, collective production
costs, and the quality of the same products in geveral countries.

Added to these factors are strategic and historical reasons
of another kind, such as traditional and important trade relations.
Tt is also necessary to take into account the economic and political
situation of the country (investment possibilities, etc.)

These various factors influence the complex development and
gimultanecus international specialization of the production of indivi-
dual countries. The principles of international repertition of
production under socialism could be formulated as follows:

1. Equal and plenned repartition of production, especially
by moving the industry to the raw material sources and consumption
areas, in order to balance development of the means of production in
individual countries. Thus it will be possible to link the natural
riches and menpower of all countries into the process of an expanded
production, to create material conditions for equality among nations,
and to create social forces which will fight for and establish
socialism in individual countries and will bring together town and
country, industry and agriculture, on an international level.

2. The complex, harmonious development of each country,
based on natural resources which will be attained through the most
complete possible and rational exploitation of natural and economic
resources. The development of every country into an industrial and
agricultural country. The covering of the country's own requirements -
especially in mass production -- where manufacture can be effected
retionally. ’ \ :

3. The specialization of countries on those lines of produc-
tion, products, and semiproducts for the manufacture of which that
country has fPavoreble conditions or better ones than other countries
and which ere required in other countries (including nonsocialist ores).

4. The strengthening of the defensive power of the socilalist
camp by allocaeting production among the countries of the soclalist
camp; this can be done with consideration for the requirements of
medern war. '

- 16 -
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The conference is an important beginning to the systematic o
solution of theoretical problems of the socialist division of labor. .
We cannot simply coordinate material production; we must also -
harmonize scientific research and determine and analyze in common
the most important problems. Each country should bring the necessary -
proposals at the begimning of next year. We are sure that the diffi-
culties and unsolved problems of the evolution of the division of
labor still existing in the socialist camp will be overcome and
correctly solved in the future, and that thus we all together shall"
be more successful. It is our task obJectively to: discern the laws
of development of the socialist division of labor, publicize them,
and collaborete in their correct application.

Professor IOSIF ANGHEL : '
Economic Institute of the Acadenw of Sciences
of the Rumania. People's Republic, Bucharest _ '

'If I am to examine the problems which aré the subject of our
discussions, it 1s necessary to emphasize right at the beginning -
their extraordinary importance not only for the entire socialist camp
but for every member country. Rational international division of
labor within the framework of the world socialist system is one
of the main conditions for and at the semé time one of the main
factors 'of a rapid and harmonious economic development of our countries,
of the economic effectiveness of our investments, and of saving in
human labor. ‘It is to the credit of the Czechoslovak comrades that
they took the initiative for this conference and in the report of
Comrade Koeigl set forth the problems in all their complexity.

. It seems to me that economists working on the problem of in-
ternational division of labor do mnot yet pay enough attention to )
sclentific analysis of the rapid evolution of practice in this area,
nor do they give practice an adequate theoretical basis for its
further and correct development; in reality they should almost antici-
pate the evolution in order to blaze the trail. = At the same time,

I would like to stress the great complexity of this problem and
the necessity of mastering 1t as gquickly and as completely as possible,

I should like to inform the participants in this conference
that in our Economic Institute in Bucharest the question of Rumania's
part in the international division of labor emong socialist countries
is 'a subjJect of scientific research work. However, the work

connected with solving this problem has only started and we shall be

able to examine the first documentary work only at the beginning of
next year. o

We certainly should not doubt the correctness of Commade Ksigl'e'
theses regarding the necessity of expanding the international
division of labor among our countries, specialization and coopera -
tion, and the advantages vhich ve would derive for our country and
for the entire soclalist camp. It seems that these are cenons which
heve alrszady teen clarified and which are not questlioned any mure bty
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Marxiet economiste. This is why I do not think it necessary to analyze
the theoses of Comrade Kaigl in the sense thet I would expound the
edventages of increasing cooperation in the socialist camp, nor shall
I consider the question of practical forms vhich the cooperation and
delimitation of production in the socialist countries ghould take. I
al80 shall not mention the course which should be taken in the
activities of the Council of Economic Mutual /id and how these should
be widened. But I am well aware of the weight and importance of these
problems and of the principal directivds as set out in Comrade Kaigl's
report. On the whole these directives seem to me correct, and at tle
seme time I would consider correct the thesis according to which the
main problem in coordinating long-term plans is to arrive at a more
rational specialization of production programs which should be
coordinated between the socialist countries. .

T should like to dwell on some problems which I consider impar-
tant and to which in my opinion the theses of Comrade Kaigl do not
yet give a complete answer. These concern the possibility and
necessity of, end the opportunities for a rational division of labor --
the principles according to which it would be possible to'.carry out
a rational international division of labor. The starting point for
examining this problem is the need to guarantee a complete develop-
ment not only of countries which have highly advanced means of pro-
duction but also of countries which have not yet attained this level.
The basic character of the division of labor between socialist
countries stems from this need. We cannot accept any other historical
evolution or progress in this question but full economic development
of all socialist countries. By full development I mean an end to
economic unequality aemong nations, a quick evolution of countries
which inherited less developed means of production, and a complex
economic evolution of all countries with regard to their natural
conditions. The remarks in Comrade Kaigl's report concerning the
point of view which must be taken toward the correct determining of
economic proportions in various Socialist countries are very importent.
The report formulates the need to exploit the law of value and also
to exploit effectively all natural and economic resources of every
socialist country in order to attain a socialist division of labor
" which would represent the best possible proportions. The role which
is to be played by the lew of value in the planned achievement of
the best economic proportions seems to me one of the most important
and delicate aspects of the entire problem.

What is the meaning and scope of this task, how should we con-
cretely understend the utilization of the law of value vhile deter-
mining the repartition of economic proportions? Are these proportions
" determined by the relation of values between socialist countries,
and especially, what effect could a strict application of the law
- of value have on the more and on the less advanced countries? It sesme

to me that it will be necessary to formulate exactly the role of ths
law of value and to delimit exactly the theoretical and practical in-
£1aence of the law on the dstermin’ng anc fermilating of the irtam-
national divizion of labor, 5
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A further theoretical and practical problem which is directly
relateq to the influenceé of the law of value, and which we should con -~
sider’ more extensively, ig the problem of the price system. I :

“agree with Comrade Kailgl that we cannot artificially create a price
~system on our socialist market which would be completely different

from the prices on the world market. But the question remeins as

to how hear the socialist market should come to the world market.

The extent to which world prices are influenced by the economic laws
of socialism depends on the economic growth of the sociaelist camp.
At present, socialist production represents. approximately 30 percent
of the total world production; the proportion of capitalist foreign
trade in world trade is even larger. We must not forget these facts
if we discuss the system of prices beitween soclalist countries.

. The question arising from practical requirements is that of
the relationship between prices on the world market and the national
productivity of labor of the various countries of the socialist bloc.
This relationship is the more favorable, the higher the labor pro- .
ductivity. On the other hand, by what meens would it be possible to
conciliate the nmatural tendencies of individual socilalist countries
to trade under actually less adverse conditions with the application
of the proposed world price?

Cotrade Kaigl seid thaet an equivalent exchange is achieved not
on the basis of individual national values but on the basis of world
values; this is true, beceuse on the world merket the collective value
is exactly the world value. . Under conditions:of a similar equivalent
exchange the countries whose national values exceed world velues
suffer losses, and within the capitalist market those enterprises o
which are technically less well equipped go bankrupt if they cannot
‘introduce new techniques in time.

Comrade Kaigl declares in his theses that the application of
world prices ‘would have a stimulating effect which would encourage
the increase of labor productivity. . Perhaps so. It is in reality
g8till another aspect of the influence of the law of value. But I
ask what consequences the application of world prices would have on
the national income and socialist accumulation of certain socialist
countrles and on the foreign trade of countries of the socialist
system, which 1s scheduled to exceed the present volume considerably,
to broadly expand on the basis of an increased international divisim
of labor, and to becoms the function of coprdinated production of

socialist countries. This point of view really can be found in the

theses of Comrade Kaigl when he says that world prices reflect and
widen the gap between economicelly developed and. economically back-

ward countries and that it is necessary to resist this tendency to

‘prevent its slowing the evolution of less developed people's democrec ien.

~ However, it 18 proposed to resist it not-by applying prices consider-
‘ably different from world prices but by other means such as special-

ization on the most favoreble production lines, scientific and tech-
nical asaisteauce, credits, etec.
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The problem certainly is a very complicated one. But I doubv
that it would be feasible to find the best solution immed iately or
in the very mnear future - It seems to me that we must think it over
and subject to more scrutiny the principle of world prices as propossd

to us.

This is the more necessary because we find this idea also in .
theses which deel in part with the question of prices. "No one can
ask country to pay a high price for wvhat it can buy more cheaply , ’
elsevwhere." If I understend this mexim well, the purchases of : \

socialist countries should be effected on a commercidl basis only.
This of course is a criterion of advantageousness of prices which
does not take into account whether this advantage stems from prices
applied under socialist or under capitalist conditions. I consider
it my duty to raise at least one question in this connection: how
can this thesis be in accordance with the need for a stable and con-
tinuous relationship between socialist countries, a need which be-

¢ omes more and more pressing as the socialist countries create
among themselves a broader division of labor which will unite them
even more closely and make them more interdependent?

In my opinion here lies a certain contradiction. It is a
onflict between the idea of an advantage derived from purchasing at
the lowest price, that is, the point of view of the influence of
the law of value, and the central and main idea, which is the inter-
national division of labor of a purely socialistic type. The reasors’
of this conflict are many and complex. I cannot anticipate the
mwsults of scientific research on this subJject. ‘But I venture to
declare now that the principle of e division of labor of a socialist -
type should prevail among socialist countries.

To conclude, I should like to propose some problems which should
be the subject of future research: . o

1. Examine the advantages and possibilities of creating a
common investment fund of a given amount which would be destined for
the construction of works of general interest and would profit the
perticipating countries. :

o. Examine the problems of manpower which could be used to
broaden the international division of labor. , :

Prof . GYORGY GONCOL ’ .
Economic Institute of the Hungarian Academy of Sciences, Budapest

Since the beginning of the world socialist system the economic
relations between socialist countries have consistently grown. This -
is best demonstrated by the fact that by far the greatest volume of
their trade turnover is among themselves., £t the same time, another
fact became apparent: that the theory of international economic re- ..
1ations under Socialism 4id not keep pace with this rapid evolution.

In wy opinion the basic problem of all this is the following:
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“Where lies the mutual and common advantage stemming from inter-
national division of labor, and how does this advantege manifest it-
self through profit from foreign trade of the participants? Is is
well known, this problenm has been specified in the classic works
of bourgeois economists Smith and Ricardo. The alluring point in-
Ricardo's and Mill's theory of compareble expenditure is that it
puts in a uniform conception both of these points of view: the
advantage derived from an internaticnal division of labor and the
profit the participants meke from forelgn trade. ,

Can this theory be used "as 1s" under the conditions of a
pcielist world economy? Some time ago in one of my papers I expressed.
the opinion.that this could not be true under any circumstances. I
shall mention only the two wain reasons which I gave.

First, in its substance this is a: static maxim which calculates
with given economic structures or rather consciously abstracts from
any etructurel changes. And this is quite incompatible with the con-
ditions of the socialist process of industrialization. - :

Second, the maxim contains a requirement that the structure cf
oroduction of each country be determined according to the requiremerts
of comparable expenditures. This is again something which under cer-
tain conditions will directly conflict with the requirements of
socialist induetrialization.

In the exact sense of the words the meaning of the principle
of comparable expenditure is nothing but the unlimied influence of
the law of value on an international scale.. This can be brought intc -
harmony with the lawe of the world socialist economic system.

“In his kind review of my work, Professor Denis, member of the
board of editors of the French Marxist economic paper "Economie et
Politique," after accepting the above arguments, raised in substance
the following question: What ere in reality the laws of the sccialiss
division of lebor and of foreign trade between socialist countries? :

I must edmit that to this day I owe him an answer:. As I men-
tioned at the beginning, the theoretical work on this subJect has -
only begun.

Without wanting to make my guilt appear smaller, it seems
important to me to stress the relationship of the international

division of labor to international economic cooperation.-

-This relationship is fundawentally different under socialism '
and under cepitalism. In the concept of bourgeois classics; the inter-
national division of labor is a consequence of elementery processes
vhich equally and automatically contribute to creating the world
economy as &n entity., Adam Smith never speaks of international
economic cooperation; in his view it is the end result of international -
economic competition. The creation and meintaining of intermational .
order in economy is left to what Smith calls "the invisible hand:." . -
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The idea of international economic cooperation-is quite secon®ary
in bourgeois theory and practice. It is very edifying to note how
in the 19th Century international division of labor: is stiessed and
how on the other hand after World Wer II the accent is on internatimal
cooperation. In the consciousness of bourgeois economists, here in
the ideological sphere is the distorted reflection of the decay
and falling apart of the capitalist world economic system. It is - -
the historical evolutionary perspective of capitalism (pointed out
already by young Marx in "German Ideology" and again by Lenin at the "
Second Congress of the Communist International) that the capitalist
international division of labor does not evolve into a kind of ‘
cooperation on a world scale. And here precisely lies the task of
direct producers, unitved on a national and international scale, who
have liberated themselves from exploitation :

In the socialist world ecmomic systen, from the beginning’
emphasis is laid on international economic cooperation, but the con-
wete content of this cooperation can only be the international
division of labor, and this means a division of labor which is not
the result of haphazard elementary processes but of international
planning. . : o
Up to now the experience of the Council for Economic Mutual
Aid shows us quite clearly that evolution is slowed down if in inter-
national economic cooperation the international division of labor
is not taken into account. This often leads to the cooperation
being only formal and thus limits the effectiveness of its planning.
On the contrary, experience tells.us that evolution is assisted if -~
as is done now -- international specialization is taken into account,
and that only under these conditions can international cooperation
be really fruitful. ‘ ’

If the supject of the international division of labor is
treated without at the same time taking into account international
economic cooperation, there lies in my opinion the root of all
revisionistic and nationalistic deviations in this specific area.

This is because such an international division of labor can be -.
neither socialist nor planned. Planned socialist division of labor
can be effected, in accordence with the core of the subJject, only
within the framework of a continuously widening economic cooperation
among Bocialist countries. B : .

On the other hand, it is dogmatic narrow-mindedness to beliew

that effective international cooperation can be organized without '
always considering the requirements of the international division of
labor. : '
But how are these requirements to be taken into account? This
question raises & lot of problems which must be concretely solved; -
the solution to each of these problems is one of the cornerstones of i
the theory and practice of international economic relations under

socialism.
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The principle according to vhich the advantages of the inter-
national division of labor must show in the profits derived by
participants from.foreign trade must be applied only within the
fyame of socialist economic cooperation. If we start from this
principle in solving these problems, it is then possible to guarantee
a dynamic balance, a planned proporticnal development of the socialist
world economy and all its national components. . = .. _

The value relations reflecting price relations with approximate
accuracy, provided of course there are conditions of .realistic ex~-
change, corresponding to the law of value (which in itself is ome -of
the main problems still awaiting theoretical ‘and practical solution),
must under application of that principle harmoniza international
material belances with payment balances. :

' . The separation or gradual’ parting of these two balances is
only an alarm signal showing that either price relations do not
correspond to the requiremente of the lew of value, or that ‘the norms
of international economic division of labor havé been violated,
which naturally must show up in a lower profit from foreign trade.

In that case it will be necessary to find and use the appropriate
means from the economic and political armory of cooperatimn., Thus
it will be poseible to use to ‘general profit also the ‘material interests
of the nations'building sociglism,

" Pirticularly in the era of imper?alism one cannot say that tis
advantages of capitalist intérnational division of lebor have per-

~mitted all participents to profit from foreign trede. In contrast,
. under socialism there is no obstacle to this but ignorance of the-

laws of evolution 6f the world socialist economic system. Ve must
learn how to profit fully from this enormous advantage of the soclal-

‘istfworld'economic system. Every gtep forward in elaborating the
- theory of international economic relations under socialism helps us
- to profit from‘phese advantages and Cannot be~overlooked;

'JOSEF MERVART

Economic Institute of the Czechoslovak Academy of Sciences

~ The development of economic ‘cooperation among socialist
nations has led at the same time to the development of their mutual
exchange relations and has set us the task of examining in more de-
tail the influence of the law of value in this area also.:. The prob-
lem of the influence of the law of value in international trade is
very complex, and we shall therefore examine only one aspect: :
world values and their expression in financial terms during the exist-

. ence of two world markets.

"Not only does international trading bring contacts among

,_'various owners of goods, but these owners of goods are from various .
_countries and thelr goods were probably manufactured under different
conditions and have different national velues. .In almost every

country a ‘ different degree of intensity of work and labor'productirity
exists so that national values of Jdentical goods differ. Tho differe=:
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—~ational values of identical goods caennot serve as & basis for prices

in internmational trade because each country would then buy and sell ‘
these goods for a different price. International trade permits contacts
between several producers of the same goods, and that is why individual
producers cannot trade their goods according to thelr national value,
influenced by the different standard of productivity and intensity of
work in each country, but must trade on the basis of the world value
which corresponds to common average world conditions of production foi
avery type of goods. . _ ‘ . T ‘

To a certain point this is similar to the exchange which
takes place in every capitalist country. Individual producers compare tae
production costs of their goods with their market value (represented either
by the production cost or by the monopoly price), and they participate
in the price setting according to the relative size of their manufacture
and the economic conditions of production. o

The biggest producer of a certain commodity of course does
not have to sell his entire production on the international market but
usuelly sells only that part vhich exceeds the demends of the home marke®,
Therefore, the national value of the biggest producers of this particula::
cormod ity does not necessarily determine the figure of its world value - The
determining influence on the world vdlue of goods 1s exercised by their
biggest exporters. For example, India and China are after the USA
the greatest producers of cotton, but the greatest exporters are’the
USA, Mexico, Pekistan, Brazil, and Egypt. The biggest producer of auto-
mobiles, the USA, plays a secondary role in exports, to Creat Britain
and West Germany. From the above it is evident that the worild value
of goods is usually near or equivalent to the relatively low production
costs of the biggest exporters. This means that world values of gools
usually are lower than the majority of national values and they ”
approximate or equal the national value of the biggest exporter.

Tn internetional trade the world value expressed in financirl
terms appears &8 world price. In literature and in international forelign
trade practice we sometimes £ind that the meaning of this concept has
been nerrowed, and eventually that its importance in the present period
is contested. It is true that for the mejority of goods we encountered
the world price in ite real sense only during the period of a developsd
mltileteral trede, when only one world market existed, when free trade
with free convertibility of currencies was dominant. This price was
formed in the world trade centers and considerably influenced the level
of domestic prices of the individual countries, and we can Say that to
e great extent it expressed average world conditions of production for
that particular commodity. These conditions of course were met only
during some periods of the evolution of international trade and are not
typical, for instance, even for the present period. Since World War II,
we have not had free convertibility, the all-encompassing capitalist
world market has fallen apart, internationalltrade has been hampered by
many obstacles and restrictions, domestic markets have been protected, etc.
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Tinally, the importeance of world trade centers has declined as they
ceased 50 be the virtually monopolistic seats of offer and demand for
a particular commodity. A large part of trading is done today away
from these centem; this in itself limits their role in price setting
and also the mpnopolistic influence of the various capitalist groupe.
Nevertheless, to this day the price quoted in these centers becomes the
bagls for the price setting of the majority of moes -produced goods of
world trade; this price has the stemp of universality, and we cen
therefore call it the world price. The situation with regard to non-
mass-produced goods is different because even in the past there were

no trade centers for them. But even here the world trade in each
produce centers around certain producers--eventually producing - .
countries~--whose selling prices again become the basis for the prices

"of these goods on the world market, and we can therefore call them the

world prices.

. . There is no doubt that the world price originated and got
1tse economic content within the capitalist economic world system, and -
this a long time before the creation of a world socialist economic
system. The evolution of mutual trade relations among the socialist
countries on the world socialist market has therefore raised the
juestion of whether it is necessary to use world prices on this market
also. When enswering this question--particularly in view of the in-
“lationary rise in the prices of some goods during the Korean Var--there

~has appeared a difference of opinion as to the form of utilization and

particularly as to the advisability of using these pricee -on the
socialist nmerket,
- The me Jority of theoreticians and participants in foreign

trade in Czechoslovakia defend the polnt of view that at this time no -
. other possibility exists but to base real prices even on the world

socialist market on present world prices.  The countries of both world.
systems have & continuously developing international trade; this leads
o the faect that the economic content of the world velue and thus also
of 1ts financicl expression changes. The level of world values of gool:z
18 no longer set by capitalist countries alone, but also by socialist
countries .in accordance with the increasing importance of thelr pro-~
duction for inteinationsl trade. For the present thelr influence on . -
the majority of goods is not as strong as that of advanced capitalist -
countries, due to the lower national labor productivity in meny
socialist countries and also because the total share of socialist

countries in the world turnover is about 8-10 percent. Nevertheless, ..

particularly in some raw materials such as wood, flax, hops, malt,

. ete , this influence.can already be felt. The development of mitual
production cooperdation of the sociallst countries will mean that,

on the one hand, their national productivity of labor will grow, par-
ticularly in specialized branches, &nd on the other hand their part

in world turnover will increass, eapecially in products of those branches.
The evolution of the socialist world division of labor will therefore be
better felt also in the growing influence of socialist countries on the

~ levsl of world values of goods.
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If on the contrary we contested the possibility and necessity
of using world prices on the socialist world market, we would be faced
with two insoluble problems: / : T ' '

: 1. To find an objective basis for a different setting of
prices. In ‘the present time there exists no realistic possibility of
a comparable monetery expression of production costs of the same
products in individual socialist countries which--theoretically--would
be the only basis for fixing an independent set of prices on the world
socialist merket. ~ ‘ : . C

o. / substantizl end continuous deviation of world socialist
prices from world prices would create a disparity of price levels on
both world merkets which would compromise the planned course of trade
among countries of the soclalist camp. To orient their trade toward
either the capitalist or the socialist market would mean a difference
in the profitability of their foreign trade. Finally, we cannot under-
estimate the important influence of the growth of world labor preductivii;,
determined by the technical level of the advanced countries, on the
level of world prices and so also the influence of the reverse economic
pressure of prices in foreign trade on the development of lebor pro-
ductivity in each socialist country. ' ‘

If we insist on the obJjective necessity of basing prices
in international trade on the level of the world value of goods, this
does not mean that we do not realize the complexity of the whole problei
as pointed out by the adversaries of world prices. ' :

' Two problems are usually brought forwvard:

1. The world value of goods is for the most part determincd
by the higher national productivity of labor of advanced capitalist
countries so that it is in general lower than the level of national
values of the seme goods produced by a number of less advanced socialist
countries. This means that the profitability of exporting a number of -
importent products is in these countries lower than the price of impori.ng.
In other words, the argument is that the level of world prices do not
correspond to the average conditions of producticn in socialist countrics.

"Tf we compared only the over-all price and value levels, ti.is
obJection would be generally incorrect. If the mutual relations of
goods do not change, then nothing changes, whether we fix the level of
value at a higher or a lower figure.

" But the specific problem lies elsewhere, namely, that it is
incorrect to transfer from capitalism the relations of values of godds
because they correspond to its average soclal conditions of production
in individual branches. This problem is very complex end we cennot solvs
it without a more detailed analysis. But it is very timely--as can be
seen from Comrede Anghel's report in this discussion, to a certain .
extont from the report of Comrade Machova, and also from discussions
outside this conference--and it is therefore necessary at least to state

our opinion on it.
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- As'alrendy mentioned, the arguments here are that vhese
Talue rdlatipns'originateian&fare formed within the capitalist world
system. Thence it is deduced that they express also the division of
shis system into industrially advanced countries and less advenced
ones, which function as reserve areas of raw materials and foodstuffs..
These industrially less advanced countries presumably have cheap un- L
skilled labor; this, among other factors, is reflected in the amount
5f production costs. If we consider that the level of production
so8ts of theSe countries very often determines the world value of
a1 nuuber of raw materials and agriculturel products, the problem arises
5f how t6 raise the living stendard in socialist countries if they
sell these products for world prices.

But in my opinion the core of the problem is not in the
grice basis, and cannot be golved in the field of circulation but only
in the circuit of production. -The soclalist international division. of
icbhor cannot evolve in such a way as to-accentuzte the sepsration of
sountries typical for -the capitalist system, that is, into industrialiy
advanced and beckwerd countries. However, this would happen if '
foreign trade end the increase of its profitability were the only in-
~entives for development of the socialist internationel dlvision of
labor. But if it appears that the international division of labor
among socialist countries can be solved only in the field of production,
then production cooperation comes to the fore, complemented by techni-
cal assistance and’ investment credits. This way then becomes the .
pbesis of industrial development--specialized industrial development of
course --of all socialist countries, which thus cun and do become
specinlized producers with & high lebor productivity..

This is one side of the matter, but we slso must remember thot
extracting industry and egricultural productlon--even if they have ¢
nunber of peculidrities--are characterized in economicelly less de-
veloped countries by & lower copital structure because cheap lebor
jelays technical progress in these regions, _ . L

This mecns thet in these branches there are great reserves for
an incresse in labor productivity, but their exploitation again re-
guires considerable investment end consequently investment credits ,
end technicel assistance from more advanced soclalist countries. With
the development of technical progress, increase of orgonized structurs,
and better training of munpower, conditions will be created even In
these branches for an increase in real woges, without pushing produc-
tion costs above the world price level. Co : :

" If on the contrary we wented to solve the above-mentioned prob-
lem by price edjustment, that is, in the field of circulation, we
would find ourselves in ¢ field of conflicting subjective interests
onl. would pass from science to subJectivism. Fven as regoards the
price practice on the world sociclist market we must stert from ob-
Jective principles and cennot by-pces such categories as the world
value.
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5. The second group of objections 18 in substance that on
the capitelist world market the concrete figure of world prices for
various goods often differs substantially and unequally from its
bagis--the world velue-~because of & number of economic influences
(phoses of industrial cycle, speculation, seasonal influences, the
policy of monopolies in the individuwal branches, etec.). Various price
deviations from the value of individual goods undermine the equivalence
of trade exchenge (by this I mean an exchange of comparable world
values) which could even in the international trade between socialist "
countries bring speculetive trends to the sociclist market and damage
the organized mutual trade reletions in their role as part of mutual
economic cooperation. , ~

The fluctuation of prices around the value occurge constantly in
capitalism. Even in the period of free compebition the price of
individual goods corresponded to the value only within the frame of a
certain period (balancing plus-minus cevietions). Under imperialism
this elementery balancing is hindered by monopolies. But not even
the existence of international monopolies can bring aebout a lasting
and general deviation of prices from values. For the most part it
mesns only the exploitation of = phase of the industrial cycle in a
certcin direction, while in other phases these deviations are balanced
in the opposite direction As a consequence of vorious particularly
monopolistic influences, affecting individual pheses of the cycle of
ecch commodity, the price relations of goods can vary consicderably.
Tpie mecns that these price relations do not express value relations
of the commodity at a certain date. Evidently they will not express
them even in & short asvercge but will approach them if within an
sveraged period the ebove-mentioned monopolistic and other influences
ad just. :

On the basis of observation of long-term price indexes of
various goods on the world merket I have come to the conclusion that
the necessary length of an averaged period must be at least 10 years
end that it is necessary to choose the perilod so as to include various
phases of the cycle. Finally, & second conclusion can be drawn from
the given indexes, nemely, that the changes of price relations of
goods ere the result not of a completely contradictory evolution of
prices of various goods in the individual phases of the cycle, but of
the fact thot the size of the deviations from values differs in variouvs
types of goods. - o

This is also confirmed by & comperison of the price evolution
of strongly monopolized copper with the price evolution of cotton and
wheat, ‘ : ' ' :

-/
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L PriceiEvolution of Copper, Cottou, and Wheat
2 (1911 =200) - -

Year : Cdpper S Cotton , . Wheat
o - London - New York - Konsas City.

1911 100 0 100
1917 o ee3 . . 283 A 186
1929 0 135 s - 1e3
1931 ‘ 53 1) - 67 - 43
1937 ' 96 .- 110 2) . 2113
1929~ 1938* . 75 98 - .- 91
1929-1938%* 57 63 . - Tk

C1ohs 110 S 24T o - 165
1947 o1l - 328 260
1951 394 C . 37h L 250
6.11.1957 - 348 328 - : : 228
1946-1956%** 1101 . 9h L 82
1) year 193h‘~

2) year 1936 RS
#%  average of years 1929 1938
** average of years 1929- -1938 if 1929 equals 100
**y averaee of years l9ho-l956 if 1951 equale 100

These comparisons ate obviously incomplete because they ere no%
accompanied by an enclysis of the peculierities of the world price
| evolution of the indlvidual types of goods anéd do not show all years
(for example, the rise in price of colored metels after 1951, which in
1956 amounted to 585 for copper a8 compared to the 1911 index; this '
is reflected in the postwar average listed) nor do they solve the
prdblem.of nonetary influences . Ve only wanted to ascertain whether
various monopolistic end other influences on individual goods consid-

" erably change the price relations of goods or if they do not change
them. Even though we aid not attempt to find out to what extent the
change in value relations is coused by a different evolution in world

» . value® in ‘these production branches, we can see that long- -teym price
| deviations to a great extent get adjusted within the 10-yetr period.
| " This meéans that the price relations of goods on the &average also get
- ad justed end show us--even though not exactly--the value relations
. of the individusl types of goods. From the ebove we can come to the
T - ‘conclusion that even in the monopolistic stage of cepitalism the
- " evolution of world prices to a certein degree reflecte the evolution
' ‘of world values of goods, although:this reflection is the more die-
torted the shorter the period under observation. .
|
|

-
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Similarly, we could compare price relations of other goods and.
groups of goods and I think that we would come to similar conclusionf.
So, for instance, during the Korean lar the relatively grectest in-
crease was for raw materials, whose index for 1951 wae 130 as compared
to 100 for 1950. But in 1954 their price went back to the 1950 level
end. thus on the average restored their relations to other goods, after
& certain depression in 1952-1953. ;

Next to these long-term price fluctuations, we can also observe
for individusl goods on the capitalist world morket considerable price
fluctustions which adjust in a short period of about one year. These
cre caused by climatic conditions, transportation, speculation, and
other influences. So, for example, if we toke the price minimum in
1956 as 100, the maximum for copper in ILondon was 154, for pigs in
Chicego 215, for rubber in New York 178, etlec. '

It ies evident from the above thot prices for individual goods
end the over-asll level of world prices are constently changing. In
this we can discern short-term, usuzlly periodic fluctvations in the
course of a year, and long-term deviations of several years which are
caused not only by the changes in the value of world prices but by &
whole series of economic and noneconomic reasons »

The prices traded for on the world Socialist market are in
principle identical with the world capitalist market prices because
they reflect a universal value of goods created in common, But the
factual monetsry expression of this universal value can, in my
opinion, differ to & certain degree. If all mentioned fluctuvations
of prices on the world capitalist market were to be reflected &£lso in
the trade between sociclist countries, they would bring even here
speculative tendencies, ,which would undermine the planned course of
exohonges and in the end even its egquivalence. It is one thing %o
gtert on the basis of world prices when setbing prices on the world
sociclist market and quite another thing sutomatically to accept con-
crete, factual prices of the world capitalist market. ‘

If we say that the price is a monetary expression of value, we
mention only the quantitative gide of the matter. But the concept of
value is not exhcusted by its quantitative definition. Value is &
collective category which means +hat ‘it beers the stamp of the social
relations under which it originates. This is r8flected also in the
monetary expression of velue--the price in 1ts market fluctuations
uncer capitalism brought about mainly by the course of the industrial
cycle and the existence of monopolies--and in its planning uncer ;
gsocialism which stems from the economic policies of a socialist state,
the representative of collective ownership by the people.

_ And this holde true also in internationmal trade. The size of the
world value is given by the common influence of the socialist and ‘the
cepitalist producers, but the planning of international economic re-
lationg of the socialist countries, stemming from their production
methods, gradually brings sovereign states to price agreements which
show the effort to eliminate the congtant fluctuation of world prices Ty
verious mecsures which woulld be ix kesping with the spivit of gconomic
cooperation,
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“hus, after 1950 we can observe an effort to eliminate the o
long-texm rise of world prices of certein goods (originating in a war
inflationary conJjuncture) byjthe,introduction~qf1so-called,stop-priCeu,
thet is, world prices frozen on the level before the period of war in-
flationory pressure. But the stop-prices for the me jority of products
were alao'tq_a~certainvextgﬁt influenced by the price fluctuations: of
the capitalist market end brought about certain changes in price rela- .
tions of ‘goods, 80 thet the depression in world prices after 1952 18 '
reflected also in price .adjustments in the trode between socielist
countries. During 1953-1954 stop-prices were pertially adjusted and
in the following years the basis of present world prices wewm uged. more -
ané more, - - ‘ o IR o L
At the present time the prices on the world .socielist marked
are adjusted to the level: of present world prices. .But in contrast to
the years 1945-1949,.this is no longer an sutomatic acceptence of - .
these prices but their uniform edjustment. it present there can be .
several world prices for one type of commodity so that in the first place
agreement must be reached on which price to use. The main objective of .
ad justments is ‘to eliminate.the short-term price fluctustions typical
of a cepitalist mirket, by teking an sverage of world prices during a. -
certain period--one year. - The plenned organized course of exchange oa .
the world socielist market required not only uniform prices, agreed
upon‘on the basis of world prices, but also prices which would remain
stcble for a longer period. Finally, we cannot for the future rule
out even a situation where it will again be necessary 'to react by .
sgreements between socialist countries to long-term price fluctuations
causel. by & wer crisis or other events., . ~lz o ourouonl o o
... :Thevrefore, these price adjustments pley an important role at.
present in the development of plenned international economic relations
among socialist countries, because to & large extent they cen edjust .
price relations to the value relations of the goods.  But this does
not menn thot our analysis could be limited to the comparison of R
price and value relations of the goods. It will be necessary gradually
to examine also under what manufacturing conditions in individwal . -
brenches of production’the world value relations of goods are formed,
vhet influence the present velue relations have on the ecnomy of Imdi-
vidual socialist countries, and to what extent the socialist countries
plready influence, end will influence in the future these value rela- .

' These analyses require not only the gathering of & great mass oi
metericl but also the formation of a collective of economists from
several research institutes. - In Czechoslovekia such & collective is
already forming around the Economic Institute of the Czechoslovak
Pcadeny of Sciences.  But increased relations with economiste of

other socialist countries andé eventually & certein coordination and
sllocation of the assigned studies would help to solve this complicated

problem. .o
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Dr. JOSEIF TAUCHMAN o
Militory Political Academy - S o ‘ ;

Todey it is generally admitted that the gocialist intermationai
division of labor has two main aspects: the aspect determined by the
utility value and the one determined by the value. , -

Tn the past a lot of damege has been done by an opinion pre-
vailing in theory and in practice thet the socislist international
division of labor evolves regardless of how the law of value menifests
itself in the relations between socialist states. In literature we
find many an assertion which considers the greatest advantage of o
socialist international division of labor to be the fact that allegedly
new internmationsl proportions evolve regardless of value relations.
This seems indeed to be true as long as the coordination of five-year
plens in the Council of Economic Mutual Aid 1s done on the basis of
meterial belances only; but this practice itself has already proved
that value relations cannot be ignored without incurring great losses
of collective work, nor should they be overestimated. L

In order to make correct use of the law of values in the prectice
of Gevelopment of socialist internationzl division of labor and mutual
economic relations between socialist states, it is necessary first of
all to examine how it really menifests itself in the relations between
gocialist states. During the past two years I have tried to stuly
at lezst in part the most common manifestations of the law of value
on the socialist world morket, i.e., the equivalence of the exchange
of goods. It would take too long to explain it fully and that is why .
T shell limit myself to a few findings which are directly related to
the socialist form of the international division of labor. o

The equivalence of the exchange of goods, es &n exchange of
goods of identical values, is often wnderstood in literature and often
even in practice as meaning thet every exchange act must be equivalent.
In reslity this is not so and it is guite understandable if we consider
thet if every exchange act were equivalent, prices would have to equal
velues and the lew of value would menifest itself cquite absolutely
which--teken literally--would equal its necation and therefore also the
negation of exchenge &8s exchange of goods. In reality the individual
exchenge acts usually are not equivalent and only certain groups
summaries of these nonequivalent exchenge ccts appear to be equivalent.
The equivalence of the exchange of goods cannot then be uncerstood as
simply an absolutely equivalent exchange but as an obJective tendency
toward equivalent exchange, a8 a tendency in vhich individual exchange
acts autometically tend towards equivalence. This of course holds true
for &ny kind of exchange of goods regardless of its special forms
ond holds true for the home as well as the foreign merket. _ ‘

The equivalence of the exchange of goods on the world morket is
gometimes understood in literature as en exchange of goods of equivalent
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pnationel vaives. This concept of the equivalence of the exchange of

goods cm the world merket is related to the opinion(but this logic
is illusory) thet every profit mzde in internetional ekchange of goode',
is the result of an unequivalent exchenLe : _ o
In reality the equivalent exchenge of Loods on the world merket
is the exchange of goods of equivalent world values (with a few excep-
tions which, however, are not Importent in this connection). The
world values of soods usually o not correSpond to the national vélues -
of the seme godds, Moreover, on the world market every country ects
as an integrcl entity. . .Consequentyly, the world values of various ,
goods are determined only by nationzl labor put into those goods which
are exported to the world market and the entire relationship between
notional labor and universally necessary labor develops in a. very
complex memner, This is why--in contrast to the domestic market of
individual countries--all countries mutually exchanging their eoode
on the world merket cen at the seme time derive continuously or per- ‘
mnently certain profite in velue, which correspond to the respective
savings in nationzl labor, without cny of these countries transacting =
an unequivalent exchange on the world market. The absolute volume of
the profits gained by an individuel country or the global saving of
notional labor: is then expressed by the cifference in value of the
national and world prices of gools, by the volume of forelgn trcde,
and the structure of exports and imports; we can also say that it is
expressed by the degree of utilizetion of the value aspect of the
1nuernatlonul divigion of lebor.
The -above -mentioned peculierity of the manifestation of the lew
of values in internmational exchange wes observed by classic boureeois
economists, including Ricardo, but was explained only by Karl Merx in

& series of notes on internatlonul exchange and the world market,

basel on & compact general theory on goods and found in verious places .
of his work. This Deculiarity is at the same time the peculldrity
of the eguivclence of the exchenge of goods on every world market,

regerdless of its special forms.  If we observe real exchenge condi~

tions on the socialiatworld market we come primarily to the seme con-
clusions.

We can dbeerve & marked tendency toward an equivalent exchange
of goods in the exchinge conditions of the socialist world market.
This tendency is evident from the fact that the larger the observed
volume of exchange -acts,. the more equivulent the exchanee cppeare, .
end the smoller the volume of the SXChmnée acts, the less equivalent
appears the exchenge. So, for instance, ag & rule, individual ‘
exchange acts between Czechoslovekia and ‘the individusl socialist
stotes in the course of every yeer appear unequivalenx to the detriment
of one or the other party, but the bulk of the exchange of gools be-
tween Czechoslovakia and inmlividual socialist states for eny year be-
tween 1950 and 1956 appecrs equivalent--with some exceptions--and the
over-cll exchenge of goods between Czechoslovakic and ell socialist states
put together in one yeer or in the years 1950-1956 apuears fully equival~ub.
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mhis tendency towerd an equivalent exchange of gooda on the
socialist world market cen be explained simply by the fact that socialist
countries mutually ect as sovereign, inGepentent, and equal detainers
of goods, which means owners of goods., The fact that {they exchange

their products as goods--and this in the end more or less equivalently--
meens that they de facto recognize each other s owners of godds for

the time being, Without a more precise determination of what kind of -
owner is meant and regardless of the wey in which they became owners .
of the goods. S ' . '

This general concept of the tendency to equivalence is inherent
in every veal, adequately developed exchange of foods; the entire liter-
ature purporting it to be & special sdvantage of socialism, a manifesta-
tion peculiar to socialism4'shows only & lack of understanding of the
law of velue, regardless of whether it concerns its manifestation on
the domestic morket of a particular country or on the world market.
Moreover, on the world market, in contrast to the domestic werket, all
sxchenging countries can meke & certain profit at the same time. :
According to my estimates, every socialist state could in the equivalent
exchange of goods in the years 1950 1956 make a profit on the socialist
world market of ome third to one half of the totel exchange value. In
veslity the individusl countries do not get even half of that value on
the average. This demnonstrates at the scme time how up to now little
use has been made in this respect of the existing international division
of dabor. o o ' : o oo ;
With the question of the eguivalence of roods on the gocialist
world market is connected the theory which T would call the "theory of
dual prices."” In the contemporary work of Some authors and also in
econonic relations in practice the requirement ap, ears that the prices
of products exported from economicelly more developed countries to less -
developed ones be lower, and the prices of wo00ds exported from .
economically less developed countries to more developed ones higher thar
orices corrssponding to the world values of these goods (which comes to
the same thing) that prices of goods exported from & more developed
country to & less Gevelopel one be lower than prices of goods exported
+o0 a country on the game economic level as the exporting country. Such
an exchange would Seemingly help & more rapid development of less
advanced countries to the detriment of the most edvenced ones. But in
reslity the end results would be quite the opposite. This practice of
double prices if in effect generally and permenently, while keeping
equivalent exchange8 in the over-all volume, would assume that the world -
volue of the same product would heve at the same time two different
levels; every product would have two different world values,and two -
different lews of value would appecr on the socialist world market. - .
(In this we can also gsee a certain difference from the domestic merket.) ‘
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It i true that socialist stotes mutuelly acting &s owners of
the exchanged goods in reslity are not just any kind of owners but
socialist owners; the representatives of the collective ovnership by
‘the people of the production on their territory.A They are the .
representatives of socialist producers, of societies where the lavs of
sociclist production are applied. These ‘laws must be evident also in
the world socialist economy, provided of course thet their menifesta-
tion--at- léast in ‘ite form--is not fully ddenticael with the manifesta-
tion of the same laws in the domestic economy of individual countries.
This of course cennot modify the generel law of the production of gods--
the law of values--in the sense mentioned ebove, especdally because
gueh & modificatﬁon would equal its abolition. . The thing which can be
chonged and ih reslity ie changed (et least at ‘the beginning of social-
18m) is the form of manifestotion of the law of values on the socialist
vorld merket in the world gocialist econoumy. : :

' The most general menifestation of the lew of value—-the equiv— _

alence of exchﬂnges a8 tendency toward the- equivlanece of the exchange -
of goods--does not revert on the socizlist world market to the '
opposite tendency toward uneduivalent ‘exchonge to the detriment of
sconomically less developed countries, as is the case in the capitalist
world economy, but, on the contrary, works rather in favor of less
developed countries; nor does the law of value in the socialist world
sconomy promote an uneven development of countries es ig the case in
the capialist world system, etc. This means thet the form in which thke
lew of value menifests itself in the ‘exchange conditions of the .
socizlist world mrket is in any case opposite t0 the form typical for
the ccpitalist ‘world market It is opposite to the form typical for .
ony world market only to the extent thet the law of value is. applied
" acecording to plans, and only to this éxternt is” it possible to speak.
of a completely new form of manifestation of the law of value on the
socialist world merket. ‘

~ The plannine of the manifestation of the: law of value on the
world market requires that the proportions within which the planned
collective production in individual countries is increzsed be developed
accoréing o plen, Jjust as the international proportions are. -But
during the whole period 1950-1956 which I studied, the -international
exchange of goods on the sgocialist world market rather e gosterlori
documented to whot extent the internal proportions, epplied at the
pwoductlon stage, ore at the same ‘time the internationel proportions '
or disproportions, and this contrery to most of the literature which
asserts the opposite. This state fundamentally corresponds: 8lso: to"
the above mentioned theory -of double priceés insofar as it attempts to’
so1ve the problems of the ‘plenned deévelopment of international divieion
of lebor only in the field of circulation, whereas the basis of the
solution is in the field of production. The first step toward a planned
development of the international division of labor was taken on the
vesis of measures comnected with the coordinstion of plans for 1956-1960,
in order-to utilize according to plen slso the manifestation of the
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law of velue on the socialist world merket. These measures apply only
to the moterial balances and not to the balances of values, 80 that not
only is the menifestation of the law of value on the world merket
not used according to plan, but neither can the international propor-
tions of work be developed and used.according to plan. ‘ ‘
Tf we limit our anslysis only ‘to the equivalent of the exchange
of goods between socialist states, we come to the following conclusions:
s new factor in the manifestation of the lew of value on the world
socielist merket is its planned form, typical only for socialism, which
ap to now eximted only in an incipient form, and which must be con-
sciously developed, because the law of value conteins this conscious-.
nes88 in itself., The requirement of complementing international material
halences by balances of value brought about by practice is theoretically
fully substantiated bectuse it is the necessary prerequisite of further
development from thie incipient stage. In the field of the socialist .
sorld merket the balences of values should serve primcrily to guarantee
the plenning of a correctly understood equivalent exchenge of goods, the
atilization of the equivalent exchange of goods in saving collective o
lsbor, achieved by plenned development, and the use of international

division of labor. '

Dr. TUSANA MACHOVA .
Ministry of Foreign Trade o - : o

Ve know from practice that the problems of the international
division of labor and the questions connected with them are very complex.
The purpose of discussion and theory 1is not at all to try to press '
this complexity into certein molds but, on the contrary, to express
this diversity and its dynamism so as to lead to better understanding
of & complicated reality which we could then use for practical directives
for the international division of labor. ‘ L ;

The report of Comrade Kalgl gave us a very good and complex basis
for our discussion. The tesk of the individual contributionsvwill be
to illustrate 28 much as possible the various factors which play a
v olé in forming the internmational division of labor--their part and
mutucl dependence and reliance--SO that on the one hané we con clarify
211l the factors which influence the orgenizetion of the international -
division of labor,{and which have to be reckoned with in directing it)
ené. on the other hand we can explain how the individusl factors fie- ”
in with the final result, by what means and mechanisms they work, and
aléo on what they themselves depend. : o : :

The individual contributions to the discussion will most probably
cenl with the various aspects and factors of the international division
of lebor, the experiences gained therefrom in various countries or at the

places of work of individual comrades, and how they come up in practice
at these places of work. : -
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I afi' pointing this out :in advence -because during'dlscussions:
on the intermationsl diviSion of labor I heve often met with the ‘
obJection thnt this or thet point of view, or this.or that factor,
does not give an exhaustive.enough explanation, ‘that 1t cannot ex-
plain’all the circumstances and aspects of the orgenization of the
internetionzl division of labor. I think that this is self-evident

Al beccuse there ddes not exist: one 8inglefactor wlich alone &nd ex-?‘
clueively could determine, or by which” 4t would be possible to-
‘ explain fully and exhaustively, the laws governing the. orgunization '

of the international division of labor in the world socialist system.
”he present stote -of our knowledge of this ‘question is the result of

a long and tedious study and evaluation of experiences at various '
nlaces of work, and elso in foreign trade, which is my job. Tor this
recson I consider it useful to clarify every factor, even & partial
one, evenh thouLh of course this simplification brings & certain’ danger.
But the swmiery of these partial explariations helps us to form a more
complex idea and gets us e llttle farther from the point where Ve - S
are today. E
- Comrade Kalgl pointed out that the coordination of plans between '
the USSR and the people's democracies has two moin tasks: E

1, To guarantee the elimination of duplication and prevent
its recurrence by & distribution of production progrems,

2, To eliminateé the deficite in those brnnches which are today
the bottlenecks ‘in the ecohomy of the sociclist camp, 7 :

At the’ ‘same time Comrade Kaigl correctly streSted.. the W1lling-
ness which is the basis of ‘all cdordinating activity=-willingness to
accept commitments willingness to give a. certaln éirection to econemlcw
plcns of the 1ndiviﬁual ‘countries, ‘etc.

- Of course, vhat do we seeé in practice? Ve see that in specific
cases it 1s sometimes difficult to bring individual countries w:llingly»
to take into their plans and accept commitments toward other countries ;
or on the contrary to meke them give up some’ ‘of their plannea producuion
in a way which would be most useful from the’ ‘point of view of inter-
aaplonal division of labor and maximum effectiveness. -

~ Ve cannot explain this only by ignorance, bedause 1t happens also
in ccees where it has been c¢learly proved and unanimously stated what
i8 the most correct procedure in a given situation., And this happens
in all people's democracies; .even in Czechoslovakia. -In some cases
we have ‘here nonantagonistic but nevertheless conflicting divergences
of the immediste and close interests of the individual country from
long~term interests and the interests of the Socialist camp. a8 a whole.

- ~ In my opinion the ‘relations of values play here a role which

- he's not- yet been fully recognized. 'As already mentioned, 'the economic -
policy of the people's democracies leads to the 'e‘mereence of certain .
disproportions, ' In thié connection I would likeé to put in & word in -
favor of formulating another expression for this eoonom;c policy than
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“the so-called autarchy," a definition which would better express
the basis of this policy, and would correspond to this basis, because
the expression "autarchy"--even put in quotation marks or limited by
ngo-celled" --16 inexact and its use can only lead to unnecessary errors.
As for concrete problems of the correct development of inter-
notional division of labor, in connection with the requirements of
correct proportionality we can see when examining them more closely
that the grectest number of parallel production capacities developed
in some branches of light industry such as weaving mills, menufacture of
tobacco products, canneries, etc., and then also in light and medium
infustry such as the menufacture of automobiles, tractors, combines,
gmoller electric motors, textile machines, and simpler metal-working
mochines. The noncoordination here went so far that, in direct contra-
liction to what hod long since been established (that is, that the
best productivity end economy are achieved in large series, which
ususlly exceed the needs of cre country) the people's democracies in
mony instances started the production of some goods for thelr own
consumption exclusively or for the most part. On the other hand,
in what branches is the deficit most acutely felt and at the same time
most difficult to eliminate? It is in the production of solid and
licuid fuels, ore; and other minerals, the production of grain ,
(especially corn), sugar beets, and oil seeds, Atlthe same time, the
socialist countries have the conditione not only for an increased
production of raw meterisls but also for an increased production per
hectare in sgriculture and for an increased crop acreage.. Naturally
the question is raised: why did inmdividual countries invest their
mezns in superfluous industrial capacities, although they risked (end
practice confirmed this) finding no market for them in socialist
countries or in capitelist countries? Why did they not invest their
means to a greater extent in the production of basic raw meterials
ané. semifinished products, in the production of special types of
machines and those types where there is & deficit, when the demand for
these goods is growing not only on the socialist but also on the ‘
capitalist market? e y o ,
The decisions on constructions under;.capital investment plans
end their destination were influenced by many factors. I would like
to mention for example, only the difference in the volume of the origina.
investments, the various lengths of time during which the investment
mecns are tied up without giving eny profit, the various periods of
amortization of the original funds, etc. A certain influence was also
exercised by a consideration of the branches for which production docu-
mentation wes available(so as not to have &o gtart by spending several
yeers in solving complicated construction and technplogical problems);
cnother important factor was the possibility of getting production
equipment, the securing and training of cadres, etc. Even if we admit
that all these considerations were important, I believe that we cannot
f£ind only in them the complete explanation of the errors mede in invest-
ment coastruction. Considering the points we mentioned above, the
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most favorable situation should exist in agriculture, and yet it did -
not enJjoy any priority of interest.  Even though in agriculture we
must bear in mind the extraordincry political difficulty of introduciag
socialist mass production, the point that agriculture was not the
center of interest is further demonstrated by the fact that branches
- connected. with it, such &8 the production of fertillzers were allowea
to lag. S
‘_ I 8hall try to explain how T understand the value relations to
have influenced the formation of the structure and the international
division of labor in the socialist cemp. Up to.now economic ltera-
ture almost exclusively started from the premise thet, just as the -
influence of the law of & planned and proportional evolution of national
economy under soclalism excludes ‘repulation by the law of value of
whet is being produced, neither can the -law of value determine the
content of the foreign trade of a socialist country. The reasons
given are that, for a- gocialist country which does not follow aims
of profit, the determining importance is the value of usefulness in -
precedence to the value -of the goods which are exchanged through
| foreicn trade, Unguestionably, in determlning the contents of -
imports o socialist country considers first of all the useful valus
|
\
|
\
\
|
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of the ‘imported gcods. However, in determining what goods are to be
produced for export, the socialist countries, although they~considert
the requirements of the brotherly countries, are also interested ,
from their own point of view in the price value of the goods, next to
their useful value, and in fact in priority to their useful value,
becouse through thie price velue they scquire means to pay for imports. -
The aim is tomwalize this value rather than to trade the useful value.
~This point of view applies not only in exports. Ve know very - -
" well that in the people's democracies, while industrialization plans
were being carried out, it was €lso taken into account how the build-
ing up of cepacities would replace the necessity of importing and
viewed from this angle, this equals exporting. It is therefore under-
standable that when socialist countries make production plans for
export goods they take care to include as large amounte as possible
of soods which are advantageous £lso in their price value.

It is well known that under the regulating ;influence of the law -
of value on production and foreign trade under capitaliem, we under-
stond that the profit aspect regulates not only the in- and outflow ...
of capital in each branch &nd the' increase or reduction of production,
put 2lso the composition and volume of production in Andividual

- branches and in the entire economy, as well as the flow of goods betweew
countries. .
- Even though under socialism the profit aspect understandably -
- disappears as the moving force of production, we cannot -deduce from
this that the influence of the law of value completely disappecrs in
_ the planning of production. Merxist theory as well as practice teke
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sinto aciount "meterial interests." These material interests are
nothing but & manifestation of the law of value. And if 1% 1s not
reckoned with when plans ere being elaborated, it can only lead to
disruptions in the functioning of the economy. .

Comrade Kaigl mentioned collective ownership as one of the
conditions of a really full implementation of a planned and proportional
management of economy according to the go-called "collective common
sense," believing perheps that as long as this collective ownership
hos not been fully reached there still remain possibilities and
chonnels through which other influences than central monagement can
mke themselves felt--influences which are not governed by strictly
scientifically determined optimum proportions. But among the _
sociclist countries there does not yet exist and in the foreseeable futi e
«ill not exist a single collective ownership of the people. They are not
only sovereign states but also stetes which mutually are in the -

_ position of owners of goods. Therefore, between them exist the ob-
jective conditions for a material interest in valuable proceeds, ,

In the past, practice has shown that when the individual. people's
democracies made their state plans, they considered which branches
should be given priority in the course of socialist industrialization;
in these calculations they took into account not only such factors
as the requirements of their own econony, existing financial and tech-
nicel possibilities, etc., but naturally also the price value
intexes of the individual products, even though these indexes could
only be estimated for the most part. The need for mechines for indus-
trinlization and especially the prospect of a continuous growth
of this need forced the countries to make decisions on how to
secure mochines for industrialization--by their production or by im-
porte, and if by imports then how to pay for them. As we heve already
said, the old structure of the people's democracies, with the exception
of the GDR and Czechoslovakia, did not offer any products for export
vut foodstuffs and some basic raw materials. X : :

But if we put industry on one side end on the other side
agriculture and the extrecting branches of industry, we immed iately
see the difference in the average technical standard of production in
the two groups. I mean the average technicel standard, i.e., not old-
fashioned industrial equipment compared to very modern equipment or
old-feshioned agriculture in comperison with modern, but average in-
dustrial equipment, average agriculture ané average extraction branches.
From this point of view we can see that, with very few exceptions,
egriculture is on & lower standard and thigs applies to the whole
world. :
Also, the extraction branches of industry are in genercl less
developed and mechanized than the production branches and especiclly
the mechinery industry. The average standard of mechanization :
achieved in them is lower than the corresponding standard in production
branches end in the industry menufacturing modern efficient mechines.
This is noturally also reflected in the stendard of gkill of manpower,

- k0o -

FOR OFFICIAL USE ONLY




b P

ek

FOR OFFICIAL USE ONLY

which is miach higher in highly mechanized brcnches thcn in agriculturo

and extrection branches L L
Even if weé do not teke into consideration prrce deformatlons 1_

which are’ broueht about by conditions of world dominetion by monopo-

‘listdc oopitalism, we can See at £ glance that an equal amount of . -

tine spent by skilled labor produces preéater value snd under the :
game conditions’ permits more other values to be obtained than does .
unskilled labor. "5 country which puts into its products moinly . .
skilled labor ‘gets more value for exchange than & country which has e
gspent the same number of hours of unskilled labor. :
In this connection I should like to point out one circumstonce .
vhich, at least, as for as I know, has not yet received the attention
it Geserves. I mean ‘the difference in value effectiveness of work
invested in erious production branches in oonnection with differences
in the complexity and cegree of 8kill of the labor. = .
When examining the profitcbleness of imports and exports, a
comparison of production costs with the price obtained is usuelly taken
as the basis. This is done in order to transpose into the.value index
lsbor of various complexlty, ‘degree of skill ‘etc, Of course the
heart of the matter is in these differences, and the above calculetion
concecls these differencee. Socialism is a lower degree of communism
wherein the ‘difference between simple and complex work is preserved.
The socialist system’ of remnneration gccording to work stems from
thie fuct and respects it. . If we compere for any chosen product the
proauct Lon costs’ expressed by the country's. own expenditure- (even if
stripped of certain distorting fectors such as raw msteriel components .
from imported raw materleal, etc. ) the comperison of this figure with
the price actually obteinec when '8elling abrozd conceals the number
of hours of national work Whlhh vere. actually expended in getting a
certain amount in ‘foreign. currency ~And the profitadleness expressed
in percentépe or fréaction of the purchasing price. in this: 1nstance o
conceals “the’ real facts, as I shall demonstrate in'an imeginary.

example: It is more advantateous to manufacture for export: proéucte'ﬂ

involving work of e value of Kcs.l0 per hour with a 10 percent profit
than to menufacture and export products whose “prcfitablenees" nay be
couble but where the labor costs are only Kcs, 5 pér: hour, béceuse in
the first inatence one hour-of work brings 1n Kes. 11 to our ‘state
while in the second case it brings only Kes. 6 in currency. ‘Even
though 80 far as I lmow’ aimilér calculations have not been made either
in our country or in any other ‘people's democracy, these differences
between individual branches were felt. For this reason,:development:
of the agricultural-and raw ‘meterial brenches of economic expansion
d4i¢ not have great appeal for less advanced countries which calculated
that; with the present world standard of technology; mechanizationm,
and productlon methods in ganeral, and &t the presént world level

of prices, & certain cmount of labor invested in agriculture or the
production of raw ‘mitérials would not: in- general bring the equivalent .
of the value accutred by an industrially more developed country which

c
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invested the scme amount of labor in brenches requiring more compleX .

and skilled labor. -These findings were well substentiated by &

practicdl comparison between the standard of living of countries with '
a develoﬁedfmachineryvindustry'andlﬁhdtfof'dbuﬁtries.With[awprevaleﬁply*'

agriculturel or raw materlal producing economy. The people's . ‘= . %
demodraéiés,’esﬁecihllylﬁhé3lees‘deieloﬁédvones,fen&eavoreaxto%achiGVe'4?
& repid Yise in their economic stenderd and -the ‘ensuing ‘higher standard .
of 1living. Becsuse some questions of economic ‘theory have not been .
pursued far’ehoueh;’partiéulafij;fthQYQuéstionvof‘indicatérs which .
show the;econbmic‘maturity'df,countries.with‘différentleCanmic‘ﬂi'“W
structurés,‘the'Conceptfof'econdmic’maturity‘was often éssociated . Il .-
exclusively with the concept of a widely developed machinery industry . .
(even though examples of such countries as Denmork show that under v o
mss production and advanced technological conditions agriculture also
can be the source of & high living st;ndérd).'.ln-this one-sided con- =,
cept of thé”question,of/ernOmic'matuiity'We can see one of the wain
recsons why the people's'aemocraCies‘in'géneral strive to develop & . .
mechinery industry during the period of thelr first longfterm,plans,:“f
Thie has sometimes been done, &8 we well know, even to the detriment -
of other branches which later became a brake to the general propor- .. |
tioncl development. . ¢ . Lo R T T '
Of course it would not be'correct nor i8 it my objective to !
criticize the pblic?ibf‘developmént‘of,a:maéhihery industry in these i
countries. The tendency to develop & machinery industry was correct .
beccuse it corresponded to the aim of industrdalization and of raising .
the economic standerd and also to: the necessity of developing more .
quickly the menufacture of production weans,. Moreover, it also im- . .
proved the social end political structure of the population. : . . ..

In my opinion primarily two things Were not correct: . . ...
1. The people's democracies-ﬁid,npt_achieyeqa_harmonization:g.i
of their mechinery ‘industry expansion which would have avoided parallel-

isms and been mituarlly complementary . A proper ‘expansion would be
consistently developel. eccording to principles of planned specialize-
tion, 4in order to bring about larger ‘production series ant & high .
productivity end perticularly to help satisfy the needs of the ‘
countries for modern efficient machines and tools, bf'whiththefSOCialr
ist comp &8 & whole still Coes mot have enmoughs . = . o AETET

2. A serious error wes that the correct premise of the .- . .
riority of development of the menufacture of production meens Was. .. ..
in general-oneisidedly‘and‘incorrectly'intérpreted,in the sense that .-
only the manufacture of production means was expanded without at .. .
the same time proportionslly ensuring the increase of the second part -
of production meens -rew materials. R P EEERRE

 Comrade Kaigl has explained very well in whet direction it 'is =
necessary to élaborate further Marx's besic theme of an expanded pPro-
duction asg regards the relations between group I and group II. I
should like to add thet a correct designation of proportions, which
is the basis for a correct and efiicient development of the internationel
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livision of labor requires also thet the mubvé 1 proportions between
the procuction of machines and rev mAteriels within group I be worked
out in greater detail. ‘Merx in his "Critique of Political Economy"
observed this very important aspect of an increased production. He =
pointed out that through technical improvement the costs of manufactur -
ing highly efiicient production tools, that is, complicated machines,
increcse much more slowly than the productivity*of these machines .

The- relation between: the value of the machines &and the value
of the raw materials which ‘the machines treat during their lifetime
ls steadily rising in favor of the raw miterials, if we speak about
raw material trecting machines I can demonstrate this briefly by
an example: The value of & new type of power loom has increased two -
fold, even including the expenditures for research end higher pro-
uuction costs, while the amount of ysrn this loom can treat will
increase perhaps threefold. Beczuse we did not consider -this factor, =
we got the disproportions elready mentioned.

Therefore, to sum up, we have +t0 make efforts for the interest o
of socialist.countries in proportionality and a correct -division of
labor to correspont to the interest in value, ie.; that these two

cactors work in the same direction and do not conflict. To this
ond we must £ind weys which lie not only in the theoretical elabora-
sion of the above-mentioned questions but also in working out in )
detail the methods and forms of this hermony.

In the textbook on political economy, end in &’ number of other
theoretical works the equivalence of exchange a& & requirement of the
mtual économic and trade relstions of socialist countries was o
stressed. Proletarian internationalism, whose requirement is that - ¢
sountries should strive not just for formal équality but for actual
equality, olso demands that in the field of economic relations we
should not be satisfied with mere equivalence; we should consder it
only & basic minimum which must be substsntially surpessed, EouivslencO‘
is the exchange of like values, but like velues can be produced. under -
very different conditions This is why, even if equivalence is :
applied in concrete cases, a very great difference in the advantages
of economic relations and division of labor can exist between individual

.Participcnts in the division of. labor. This is why in the field of

the exchange of goods it is necessary to take care not only of
equivalence but also of the conditions under’ which values are produced

in vsrious countries

v By vhat means can this be done? "First, by consistently creatine
the prerequisites for all socialist countries to.take. part in produc-
tion where skilled labor, i.e.; advantegeous in value, is involved.
This means helping to develop a mschinery industry in those countries
where machine production is still only & small part of the collective
production. It is not necessary to worry that an absolute surplus of
mechines would develop, as 1s Ssometimes feared. The demands now made
by €ll branches of industry, and which they will continue to make on
+he production of machines and tools--demends caused by the rapid
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advence of science and technology, and by the necessities of
competition of the machine industry petween the world systems--are

so grandiose that simply to fulfill them will require a large develop-
ment of the machinery industry in ell socialist countries. This

does not mean & hephazard development of mechinery industry, but it
will be necessary to menufacture machines of the most moldern types,

highly efficient, and precise, to guerantee e high stenderd of pro- k .-
duction, etc. All this will require the solving of & number of . o
very difficult problems, beginning with research, construction, and I:

production technology, the training of workers and techniclens to
the required stendard in countries which have a short industrial
tradition, and ending with the securing of financial means not only
for the machinery industry but also for construction under capital in-
vestment in other branches which are consumers of machines, As indi-
vidusl countries, and this also means countries vhich at present heve
no experience in the menufacture of industrial machines, Or only a
little, graduslly become technically able to manufacture even the
most complicated types of machines, one of the mein obstacles to the
rationzl division of lebor in this field will be removel It is
obvious thet this field of collaboration must be one of the most
important ané that on it must be concentrated the activity of all
orgenizations of economic cooperation in the socislist camp.

I planned development of the machinery industry in this respect
is but one aspect of the matter. Concurrently with solving this’
problem we must make sure that in the field of rew moteriald and semi-
finished goods production, as well as in the field of agricultural
production, an improvement in the value efficiency of lebor will be
reached. which will meke these branches attractive to every country.

To achieve this we must overcome the present low efficiency of lebor
in these brenches, that is, in the first place the poor technical
equipment and standerd of work and the related low standerd of skill.
The long-range target in these branches of production should be to
cchieve conditions which would help eliminate the substantial B
differences in the technical standard of production, end in skill and
value efficiency, &8 compared to highly mechanized branches such

a8 the mochinery industry. Thise means, of course, intense concentra-
ticn on the improvement of the technicel standard of production in

branches which at present are lagging. When all brenches of producticn
cradually become equally advantageous from the point of view of the
value efficiency of labor spent per unit of time, the conditions for
a full specialization of production emong the socialist countries will

cradually develop, as & higher degree of the division of labor not only »-
within individuel branches but in entire brenches, sccording wo which -

country offers the best conditions for thot particular production.

L -
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This is of course & long-term task. One five-year plan will
certainiy not be sufficient to fulfill it.. This is vhy we must start
solving it as soon &g possible and keep it in nind when drefting and |
hermohizing 15-yeer plans. But the - theoretical solution of these
questions is undoubtedly one of the conditions for success,

JOSER STEFKA ) ' '
Secretary of the Machinery Incustry Commiseion of the CEMA E e
In the past few days the Machinery Industry Commission of the -

" JEMA held 1ts third session in Prague. Besildes a nuniber of ‘concrete .

Juestions resprding coordination, research and development plans; - :
ané specializetion of production in particular branches of industry,
1t concerned itself elso with the principles according to which the
oroblems of specialization of industrisl production should be solved -
Tor this resson the subject of this conference is particularly impor~ .
tent to the Machinery Industry Commission, which has already started
the practical solving of " the problem of specialization in the produc- .- -
tion of the machinery industry. v
'The need to work out in more detail the planned charucter of

the international - socielist division of labor, ané to proceed to

aigher forms of a planned guarantee ‘of obJjective proportions of an - -
incressed proeuction, directly in the field of production, is felt
particularly strongly in the mechinery branch. The special character

of mochine production mekes the solution of thls problem even more
complex then it is in other branches of national economy. This

special character includes: (&) & particularly large nomenclature

of mnchine production, (b) a close connection between the development .

of mechine production end the development of other branches of nationol - .

econony, and (c) the influence of foreign trade on. machine proauction
and all aspects related to it, ' o
- The connection between the development of. the machinery indus-
try onl other braenches of national economy requires that, when working
on specialization of machine production, we should be famillar with
the planned development of these branches over a longer period. As
a result, the agreed-upon international division of labor in the
mochinery industry is very sensitive to changes in the plans of other .
branches. Thus, the Eighth Congress of the Council [CEMA/ and its
decision to start work on the coordination of long- -term plans for
the development of national economies until 1957 muet be considered
cornerstones in the work of the Council, because this will constitute
a reliscble basis for specialization of proauction among countries vhich
are meubers of the Council, :

In view of the large nomenclature of the products the Machineny-ﬂ-

Industry Commission intends to proceed with the specializatlon of pro-
duction according to the method of the main article, and to concen-

trcte the work on"

- b5 -

FOR OFFICIAL USE OMLY




FOR OFFICIAL USE ONLY

1. The most important machines and equipment which guarantee
couplex solution of the proportional development of the national
economies of the member states; the introduction of modern automatic
technological processes, mechanization: of heavy work, and elimina-
tion of menusl labor; ~ ; ‘ o D

2, Types of machines and equipment which are lacking and
those machines and equipment where through the division of labor and
concentration of production the greatest economic effect can be pro-
duced. ; : S ‘ : . , .

. 3. Specdalization of production and the question of coopera-
tion which must be considered concurrently. — . :

When designating the countries or the producer countries, the
determining factors are natural and economic conditions in the given
countries, i.e., the present and future foundry base or rélicble '
gueranteed supplies of raw materials and moterials in general. -

Tn countries with an inadequate foundry base it is well to
develop industrial brenches which need less metal and more labor, .
although this principle cannot be applied without exception.

The fundemental aim of the development of machine production
should corpespond to the chsracter of the basic industrial funds;
when effecting specialization it 1s necessary to respect both the
present and the prospective gtanderd of machine production,‘the'exist—_
ing production capacities, the country's own requirements for machines
end equipment, and those for export, the possibility of utilizing
skilled cadres, etc. e » . : L V ;

The specielization of production should not be limited to &
certain period dut should have a velidlty unlimited in time. This
of coumse does not mean that corrections cannot be made in accepted
specialization in cases where, for instance, the direction of tech-
nicel 2evelopment has changed or if the need for the given products
hos changed basically. C o e . L

' Experience gained up to now from the work of the Machinery Industixy
Commission and from implementation of the decisions of the Seventh ’
Congress of the Council demonstrateshow important it is, before making
e decision concerning specialization, to investigate the long-term
needs for machines and equipment (including the needs for export),
the available capacities and possibilities for their increase, to

analyze investments necesssry to effect the specialization and the
possibilities of individual countries for the execution of the plans
both &8 to size and period of time. e "
' Noreover, it is necessary to analyze the proposed specizlizations
from the point of view of their jnfluence on the balance of payments
the countries. : PRI, ‘ ; o

And here we come to the most acute problem--that of realizing
the proposed specialization of production by means of foreign trade .

Up to now the payment capabilities of the countries were the most
frecuent cause of difficulties in executing decisions on the specilaliza-
tion of machine production. And what is more, the expected payment
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diificulties are the reason given for continuing or even for starting
production which is clearly unprofiteble, Here we have not yet found -
a reliesble msthoa This is why 1t is so important to conaider the pey-'
ment balances when coordin&ing the long-term plans and to follow the
dynomics of their composition at least in the outlines. ‘A multilateral
clecring can beconme an effective means of executing the specializa- e
tion of production. ‘
€ To conclude, a few words concerning the international dlvision
: of labor in industrial research and development. The experience gcineé
by the Machinery Industry Commission during the pest year shows the '
usefulness of & multilateral coordinatidn of plans for research ond
development work. It is the way to ‘speed up technical development, .
to economize the labor of the most skilled workers-- ‘resecrchers and
constructors- by eliminating unnecessery parallelisme in their work.
his cooperation coupled with direct contacts between the best
gpecialiste of our countries creates extraordinerily favorable condi-
tions for their scientific ond technicel development. Gradually we
are coming to the formation of international collectives of constructors
and researchers from countries which are members of ‘the Council, ~ =
whose task will be to solve. the most complicated problems.

Correct division of lebor in the machinery industry, in produc~
tion as well as in research and development, will have a significant
influence on the fulfillment of the basic economic tesk of our countries:
to reach end surpass the capitalist countries in production and per- -
capita productlon. ..

g

SUMMARY -OF THE"DIS‘CUSSION'REPORTS o

Dr. JAN TAUBER, Docent
Corresponding Menber of +the Chechoslovak Academy of Agnicultural Scieno,s
Dr. Tauber spoke about the cooperation of the socialist countries
in the field of agriculture. He showed that in 1947 Czechoslovakia hal
already mede efforts toward effective international cooperation in the
field of asgriculture and forestry, Agricultural economists concern -
themselves with questions of specialization and zoning at -the central.
workshop for agricultural research--the Czechoslovek Academy of
Agricultural Sciences--which has worked out valusble principles for
the culture of individual types end species of crops and for raising
individual species of animals and verious breeds. The elaboration of
- these questions must become the basis of international zoning &nd .
specialization, particularly when other allied countries also finish -
L their work. Nevertheless; 1t 18 already possible to decide that tra--
" ditional commodities will be produced in those -countries where the :
best conditions exist (1 e., hops in Czechoslovakia, tobacco in
Bulgscria, etd.). - . s e
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To determine which countries will produce goods which do not
hove & definite designation of the place of production must be the
subject of a study by research institutes of the individual countries
and of a subsequent agreement. VWhen deciding this, it is necessary
to take into account a number of factors--not only economic but also
notural--which have a determining influence on the individval branches
of agricultural production. The coordinstion of agricultural produc-
tion must be carried out with consideration for production coord ina-
tion in the field of industry end it must be enalyzed &8 one complex
problem. . . - ‘ S , o S

In the notes concerning experience from coordination of plans
enc mtusl cooperation of individual places of work, Dr. Tauber ‘
stressed the importance of direct cooperation between the various re-

sezrch institutes end individual research workers.

L

Oy. SLAVOMIR JIRANEK

State Bank of Czechoslovakia

Discussing possibilities of multilateral trade and payment rela-
tions on the socialist world market, Dr. Jiranek pointed out the dis-
advantages and defects of the present system of vilateral trade and
sayment relations. The principle of an equalized palence between
two participating countries cannot help the cooperation between
countries of the socialist mérket. It does not contribute fully to
the vwidening of foreign trade anc to an appropriate expansion of the -
internatbnal divieion of labor. Each country strives to keep an
aqualized balance with the other country, although it would be more
advantaceous for each country, and thus for the entire socialist sys-
tem, if in the relstions of one country with other countries there
woe an excess of imports in some cases and an excess of exports in
others, thus permitting a petter coordination of production of indivi-
Aual countries and their cooperation and necessary specializatiOn of
production eccording to the peculiar conditions of each given country.
This would guarantee a better international division of labor and a
quicker pace of development of each country and of the entire world
gocielist system, All this can be substantially helped by financial
and payment relations. L : S

"4 further capitel drawback to this system of balanced bilateral
relations, besides the equality and bilaterality, is the form of the
pilling iteelf, in which the value relations are imperfectly expressed
and slip into the background., This mecns that the payment relations
nave not become an adequate tool of the development of production in
individual socialist countries and consequently in the entire socialist .
system, thut they have not become the tool for the necessary planned ‘ y
cooperation and specialization within the frame of the planned coordina - “
tion of the production of the entire socialist system. Dr. Jiromek
further pointed out the necessity of adopting the higher form of the
sxchenge of goods which is the multilaeteral exchenge of goods among
sociclist countries. These higher forms will help the development of
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trode relations and the brocdening of the intermetional division of
labor on the socinlist world market., A single basis for the. delivery
of these so-called "multiloteral" goods must exist for the entire
sociclist system, and this ‘basis is the world price. The principle

of the world price for these multilateral. exchanges of goods cannot .
present such difficulties as in the cases of biloteral discussions

end bilateral trade egreements Dr. Jirenek has come up with a number
of propositlons concerning the method of billing these multiloteral
deliveries. Varilous forms of payment relations can, among other things,
8l8o permit better utilizetion of value relations and can make the - .
payment relations a better instrument of the development of the pro- . -
duction forces of every socialist country, and consequently of the
sntire socialist system, while strengthening the relations of a plunned
proportional development amonc socialist countries.

Dr . PRAVOSLAV KAUTSKY

Aconomic Institute of the Czechoslovak Academy of Sciences o
Dr. Kautsky spoke.on the 1mportant ‘position of the Chinese

People's Republic emong the countries of the socialist systen.  He-
pointed to the great successes echieVeo 4n esteblishing socialism in =~ ~
Shina and said China will heve ever- ‘increasing importance in the inter~.
netbional division of labor. For these reasons it is necesssry to
broaden the international division of labor not only among European
countries of the socialist system but also with respect to the long-
range development of China. Long-term plans for en effective inter-
national division of lebor should consider the participetion of China -
in ‘the development of the international division of labor within the
entire socialist system. The CEM: should pay special attention to .= .
this problem’ because the full exploitation of the resources of the
Chinese People's Republic will mean & decisive strengthening of the
Jrnerwsl production basie of the world scc1alist eystem ' o

J&EFDHME& ' S ' ' o
Technicul Organization Research Inetitute of the Machinery Industry

“He ‘outlined the relstions of the machinery industry to the’
international division of lebor . He pointed out the connection between
the profltableness of forelen trade and & suitable specialization of ‘
production progreams.  Smaller. production -series end a smaller number
of technical personnel to prepare ‘and service production must necessarily
lead .to & less effective industrlal production 1n foreign trude LR ‘well
as on the domestic market -

Further, he stressed the ‘tesks which the mach nery industry must.
fulfill in order to bring cbout & substantisl improvement of the inter-
national division of labor. The raw material basis must be secured. either
by the country's own endeavors or by international cooperationy anc thls
mst be done not only ‘in regarc to quantity but also cheaply. By -
carrying out & correct investment policy in ‘the production of work
mecns it 18 necessary to secure on adequate supply of scrap iron for
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our foundries end to lower the high meterisl expenditures by limiting
the wide assortment of products and by a specializztion of production.
Moreover, in carrying out the enlarged production not only quantity
but also quality must be kept in mind . (For instence, if we want
to get & certain performence from an aggregate, we can menufacture
several production units with a lower capacity or only one with a
hi her cepacity, etc. This will substantially influence the
production processes because aggregates can be menufactured with the -
cveilable cepacities or we have to build new cepacities, employ a
certain number of new workers, etc.) The machinery industry must
be developed in a complex manner, while securing modern foundry and
chemical materials ané concentrating scientific and technical personnsl
A very important pert of the development of the machinery industry
is to direct mechine production on.the basis of a long-term plan
with an edecuate advance of scientific and technical work necessary
for starting production. _ ~ o

"The necessity of our participation in the international
division of labor does not stem from the fect that we would not be
able to manufacture ourselves all thaet we need. The question 1s when
we can produce it and at what cost, For this reason we must carry out
the specialization which is a prerequisite to the improved effective-
ness and successful implementation of the international division of
labor. : o » S :

Lo + "

Dr. VIADIMIR HOSPODKA B . e o L -
Transport Research Institute T S

Dr. Hospodka dealt with the important question of transportation
in the international division of labor. He demomstrated that the
extent of trensportation work is in direct relation to the development .
of the international division of lebor, as well as to the natural and
economic conditions of the individual socialist countries, while the
proportions between transportation and other production within the
countries must be in hermony with the proportions between transportation
and other production in the socialist system as a whole. .

The technicel capacity of transportation in individual countriés
as well as in the entire world socialist system is very closely re- .
leted to questions of the repartition of production programs between
plants, of cooperation and specialization of production, and of
economic zoning of production; or, in other words, to the question
of socizlist distribution of production forces in its broadest sense.

Tt is necessery to examine scientifically the possibilities
of the economic optimum of unavoideble transportation and to do it
complexly, not only as regerds relations with other countries but
also those within & country. The economic optimnm.of‘transportation‘ . 5
work in general will be reached on the assumption that each country will
be specizlized in & certain sense. To this genmeral condition we must
2dd other conditions, the most importent of which are the following:

!'.'l

o
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1. To achieve a minimum of tr&nsportation, i e, & minimum

of ton-kilometeérs; ’ T
.2, To: achieve & minimum of value of trensportation production,

3. To achieve a maximm of collective productivity of labor
in the entire sociulist world system a8 well c8 in the individual’
countries, with & minimum.of labor invested in production and 1n
trtnsportation RS R

4, To achieve a meximum ‘of collective procuctiV1ty of 1abor -
in the entire socislist world pystem anc in individual countries,
while exploiting to the utmost the technical buzse and degree of tech-
nology of trinsportation;

5 The possibility of tieing up transaction means with storage -
which permits & betiter coordination of fransportation between the =
socialist countries ond a better utilizat:on of uheir transportatlon
br..nches., '_ g ,

“The scope ant quelity of transport,twon performences follow
from the 1nternmtwonal division of labor - plementctlon ‘of which re-~ _
cuires o prciound and complex analvsls ‘of - the economic guibébility of
the present treneportation relations between individuol socislist - 7
countried (e.p.. examine the question of whether it is advantapeous
to ~mpord less leuable lr reflnec ore, or even semnfnnishe& foundry
profucts) .

In corrying out the recuirements of & coord*nutec bulld up
of the tronsportation system.within the socialist bloc, the socialist
countries should build their own tTaﬂBPOTtuthn systems to correspond
to the expanCec production within the courntry =s well es that of o
the entire socialist system, without suppressing the peculierities of -
the individuel trensportatlon eystems, besed -on fuvoroble nuturol ’
condltJons of each country ' v v

‘ﬁﬁ -y

Tiocent VILIAM CERNIANSKY o ' S ‘ Lo
Cheirman of Econom ' cs of Foreivn’ Truce oi “the High Economic Institute'
He declt with the relstions between international divison of
labor ond foreign’ trade. In his conception *nternetwonul division
of labor and foreien trade are but two uapects of the scme thing, be-
tween which there exists the generol ‘mutial relationship of cause and ‘
résult. Their common general result is the saving of collective work.
The reLetlon betwsen the common substance of the “internationzl B
fdivision of lebor and of tho foreign trdide connecte6 with it and be~.
tween the substance of the 1nternational division of labor and of -
. foreign trcce under socialiat conoitions is the relation between the _
peneril and the pcrticular General :s what is ‘cormon t6 every '
div:8ion of lebor and every exchpnge, that is, the eeneral meaninL ,
~ of both these occurrences in their unity is in the saving of collegtive
work Particulsr is under whet specified conditions these occurrences
hoppen. He demonstrated thet Ricardo correctly expressec the common
bceis, i.e., thet international division of lebor permits saving of
Collerlve work, but he wes wrong in the specific substance when he
asserted. thot free trade and competibion create the most eff ective divi-
sion = l-bor.

S
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nerpiensky criticized the incorrect conception of foreign trads
whica proclaimed that foreign trade is & certain accessory segment of
national economy. This conception follows from a misunderstanding
of the common basis of foreign trade and of its importance for the
saving of collective work. Foreign trdade is an inseparcble part of
notionol economy. Foreign trade must be actively used to get the
highest possible soaving of collective lebor and to increase to the
utmost the production forces of our nutlonal lebor through the most
advantageous linking of our national economy with the international
division of labor. : L h

olms® +*

Dr. MILOS STADNIK, Docent o o L
Fconomic Institute of the Czechoslovak Academy of Scilences -
He treated the problem of evaluating and comparing the stoandrad
of living in the socialist countries in connection_with the analysis
of the international division of lebor. This guestion is very impor
tant for the correct carrying out of the international divieion of
labor, whose results are finally reflected in the improved living
stendart of the people. o L o
' Tr. Stadnik criticized the incorrect procedure when comparing
a-tional income and the standord of living in capitalist and under-
developed countries, the inexactitudes when  comparing consumer baskets,
ané he demonstrated how problematic it is to determine and compare
Family bills, etc : _ . . L _

_ He steted that a complete characterization of the standard of
living of the working classes will require clarification of ‘the acbsoluts
level and dynemice of the following factors in particuler: the cmoun®t
ané. proportion of national income which is at the disposition of the
working people, the extent of employment and unemployment (complete and
partizl)  the number of dependents per worker, the working conditions
(number of work hours, vecations, safety mecsures at the place of work,
cccident and illness rate, health and hygienic conditions, questions of
4invalidism, protection of woman and child labor, etc.),the volume of
sonsumption, the amount of sevings, and gsuch living conditioms as
aousing communal services, social and medical care, education of childrsi,
etc. Furthermore, the characterization of the standard of living will
‘also need data on birth and death rates, life span, duration of earning
ccpacity and on the physicel development of young people. The type
of personzl transportation, recrestional facilities, etc., will also
cffect the standard of livine. . = . - ... . A I
" Dy, Stadnik demonstratec the complexity of the problem of com-

poring standards of living and presented the solution end the first .
results of research in this field which is conducted in the Economic &

Tnetitute of the Czechoslovak Academy of Sciences. o o 7
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Messrs. VOCL cnd SLAVOMIR JIRANEK .
Btate B»nk of Czechoslovakia

They pointed out that countries with higher and 1ower levels of
production forces exist in the socialist camp. This fact has created
e conflict which is, however, being solved and will continue to be
solved through oredit. Credit represents & suiteble exploitation of .
the value relotions and substantially helps the fulfillment of basic .. .
sconomic tesks. - In theory and in practice; the postulate often appecrs . -

thet the exchange of goods should be done on the basis of national -
7elues 8o as to adjust gradually the lower level .of production mecns

of some countries of the socialist camp. A better solution, which. .

will eliminate these differences in the levels of development of prOw
Auction mezns, can be found in the exchenge of goods on the basis of - - -
world price, while at the 'seme time it is necessary to give. effective
1elp to economlicelly less developed countries of the socialist camp
ohrough credits,

‘ “ihey further dealt W1th the use of credit to develop _
economically less advanced countries,.including countries with capital-
18t production relations. They came to the conclusion that there are
10 objections to a: participation of cepitel in economically little .
leveloped countries but that in concrete cases ‘1t is necessery to weieh
oarefully the possible adversSe political consequences. -In their opinion
the ' CEMA would be a euitable center for coordination of the concrete -
traneactions for the - centralizetion of the offer and demand service
and for the eleboration of a common economic policy towerd economically.
less developed countries. However, the proposal to establish an
investmént bank, common to all socialist countries; whose task it would
e to allocate credite to eoonomically little developed countr ies for
‘the purpose of importing investments from socialist countries, to
organize the ‘offér and demend service, and to decide on & unified cretit
volicy, Seems much mom effective and suitable.

IAN VANEK
Chair of Politicel Economy of ‘the L:iw Faculty of Karlovy Uhivereity
Contributing to the discussion, he spoke about Ricardo's theory
of comperable expenditures and the possibility of its use on the social-
ist world morket. He believes that the only correct thing ebout Ricardo®s
theory of comparable expenditure is the doctrine thet each country
should produce for the world market those goods for which 1t has the
most favorcble conditions, and that a1l the rest of Ricardo's theory 1s
incorrect, whether applied in gemeral or in perticular, i.e., 6nly in
capltalism The second problem discussed by Jan Vanek is the question
of monopolistic prices on the capitalist world market .
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Monopolies are a permanent feature of the monopolistic stage
of capitalism; they arise and exist not for the purpose of treaching
temporary high prices (only corners and rings have such a purpose)
but to attain permanently high monopollstlc prices. ~If monopolistic
prices were not relatively permenent, not even the monopolies would.
be permanent because monopolies without a monopolistic position on
the market and without monopolistic prices would actually make no
gense. Monopolistic high prices do not exist only in periods of
conjuncture. But they are fixed only for certain products, and if
wo follow the prices of the capitalist world market, we cannot find
monopolistic prices for those products which are not the subject of
crade of 1nternat10nal monopolies : ~

'.;*.

Vi

B

TRANTISEK HERBST
Deputy President of the otate Statlstlcal Instltute

In his contribution, he concentrated especially on the question
of forme, and the necessity of relations in the field of statistics
in connection with the carrying out. of the international d@ivision of
labor. He demonstrated that it is necessary to work out a unified
methodology for compiling statistical data which would permit COmpari— :
jon of figures and thus get a reliable picture of the national
sconomy of each country. These data would also serve as & basis for
she enalysis of the results of the international division of labor.
At the same time, individuel figures from all socialist countries must
e at the d18p081t10n of a central office which W1ll complle these

data.
Copyright ' - Publishing House for Czechoslovak Academytof Scienuos .
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