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Eote by i l m m  of the SuF-Comittoc -- - 
i o t  'Aononic Policy 

The Fnib-Committee on Soviet Economic Policy hns 
g;*cyrod thc attached renort  on the bss ia  o f  o f f i c i a l  clocumcnt3 
on t : : o  Ni'ilrnent of t;.c I 963 oconaaic plane, the cconornic plane 
for  1364, t l m  pre-p~hlicilt ion tozt  o f  the X(J'N&IC SUW?.Y OF 
2W20X IH 1963 of tho Z6, Gencva, and on aclditloml in.?on.ation 
obtalmd from delegations. 

2. The SubCornmittoc has decided t 9  ~ u b n i t  thic  document 
to t h e  Committee of Economic klv iecre .  I t  w i l l  be cornplemuntcd 
by re20rte on the Sovlut Union and on Con.cinonta1 China which 
aro a t  present bein8 &iscuaaod in the Sub-Conmittce. 

(signed) a. V I I T C r n  
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6 Report by the Bub-Comnitter on-l - .  -t '2cancn110 P o l l c ~  

3 -:c . 
a PX3T A: tXX?XRAL m q  

@ ~ e r a l  oerf'ormnnoy; 

W 1. Acoording t o  tho o f f io ia l  plan fiU1lment rcporte, tho 
alaakening OP the pace of economia expamion in the Eaetem 
European eatc l l i toe  of the Soviet Union continutd i n  

u High ratee of lncrcaee 1,. nct matcrial urnduct o r  @ t o  
w claimed only by the agrarian countries, Bulgaria and Rumanta(2); 
c;l the a$r iaul tur~-- t r ia l  countrioe, Hungary and Poland, seem 

t o  havo eet t led down at lncroaee r a t e s  around 53, whereaa the 
w highly-indust~ialleed Sovlet Zowr of Ocoupation of Ocrm~ly, with 
w an expansion of less than $, compares ~ t h e r  unfavourably with 
r/, moat o t  the inataetrialiscd Western countries. Czachoelovakia m e  

the only countlyr of the region with a dcclinlng growth rate i n  
1963, after a PI- of only 3 3  in  1962. It 113 generally 

I considare& t h a t  bad cconolaic ~~~~~e re8 the p i n c l p a l  reasan a iac a m c l h ~ l i q  o f  tho C r o w r a i l r  -we-nt j.n Autuw 1963. 
Cr 
5: pduatcial  vrodaotiop 

3 2. Wh%mae u n t i l  1962 -tee of' g ~ o r t h  o r  grosa industrial  8 output w81*3 usually m e  tho* planma i n  nearly a l l  countriea 
w of the region, i n  1963 this teadamy was contlnucd only in 
n Rumania and Poland tw far as the origins% plane nere comermed. 
-- Tho other aountries had talren the precaution of revising the i r  
W Ini t ia l  targets  donwards d t e r  the harah winter, so that  they 

oould later boast or  having i u l i l l l e d  t h e m  a t  a l i t t l e  over 10096. 
I n  Cseehoslo*akiale induetry, where production actually d creaaed -i! i n  1963, bad mmagernont, power.ehortagee an8 a laok of l a  our 3 dlacip111~ were blued.  lncnuo  rates for industrial produotion 

u In a l l  count r i ee  under revim have eteadlly fal len during recent 
, but most nrarkcdly i n  1963, as oan be seen from Table I1 

see Annex). 

cl a 3. Xncreaees in labour productivity wem considerably 
lower i n  1963 than i n  provioua years in  a l l  countries exccpt 
Rumanla, and the targets werc noahcre attairicd. Industrial 

fi ~ m g l o ~ t  roes fas ter  than planncd everwhcrc exccyt in  the 
w Soviet Zonc. Better "matcrial inoentivea" am expected t o  

intprove, the situation. Labour shortagee, howovor, continue In 
u tho Soviot Zone nnd, t o  a lesser  degree, i n  Czechoslovakia, whcrcna 

Poland and Hungery ~ s o m  dotcrmincd t o  relcaae "non-productlvo" 
labour, even st tha cost of aaueing uncmploymcnt. 

u 
W See Annex, Table I. 
fi Albanla, which is no longer a aatell i tc.  of tho Sovict Union, 

w i l l  only be mcntionod In the trrbles. 



4. The de-~clopnonts i n  th3 imestmcnt sec tor  secLrn t o  hnve 
been ra ther  unsteauy in  most p a r t s  of the region; sib2if:cant 
growth rates were obtained by Bulsarla ,  Iiurqpry and Ru~nan.ia. 
Incruase3 i n  Poland a?& the Soviet Zom se?m t o  h:15.e t,dun moderote, 
wher~au i n  Czcchoslov&a investments declined sharply. Irivest- 
ment plans f o r  1364 proviie  t o r  a ra ther  sharp  &crease i n  
Bulgaria, moderate growth r a t e s  i n  Poland and the Zoviet Zone and 
eignif icant  increaeee i n  Czechoslovakia, Rumania and Hungary. 

5 ,  The year 1963 wn8 lea8 disap ointing f o r  Eastern E European agriculturaL p l m r s  than 19 2 ,  when gross output had 
fallen cormiderably i n  th ree  countries and stagnated i n  t w + .  Crop 
production imreased,  b u t  the output of the lives%ock sector  con- 
t inued t o  be depressed by the e f f e c t s  on rood supplies of  the bad 
1962 homeet.  In  Bulgaria. the rime In global output appears t o  
have been negligible.  The same aeeme t o  be val id f o r  the Soviet 
Zone of Occupation of Gemrrany which has not yet recovered from the 
eharp fa l l  in 1961 follawin@ foroed col lee t iv isa t ion.  Hungary 
reported increased agr icu l tu ra l  output f igures for- the  f i r s t  time 
In years,  and seems t o  have regained i t a  1959 level .  Rumania also  
eppeare t o  have nearly recovered from the 1962 losses  end, with a 
fairly good hamet ,  was able t o  re turn  a "loan" of 400,000 tons of 
wheat. t o  the  Soviet Union. Rumanla i e  the only country which has 
not been obliged, a8 a oolbsequence of t he  Soviet Union's f a i l u r e  t o  
meet its export obligations, t o  negotiate  grain Imports irom t h e  
Feat. Czechoslovakia nearly reached i ts  high t a rge t s  f o r  1963 and 
hoe made good m a t  of its losaea of 1962. Bulgaria and Rumania 
are Che only countries where increase ffgums f o r  the years since 
1958 ahow ra t ee  of expension markedly exceeding the  population 
growth. The opiglnal agr icu l tu ra l  t a rge t s  f o r  1965 w i l l  not be 
a t ta ined i n  any country of the region, i n  sp i te  of coneiderable 
inveetmnta  i n  t h i s  sector.  

poreian t rade  and tourism 

6. I n  fore1 t rade  and tourism the,* were ln tcres t ing r dttvelopmcnte i n  19 3, espccinllJl in  the di rect ian  of contact8 vtith 
the We&. Hungary, the Soviet Occupied Zone of G ~ r m a n y  and even 
Bulgaria Bran t o  be eager t o  develop t h e j r  t rade relatiorlc: w l ' t h  
"non-Soaiol~st cormntrlee", i n  tho care o f  the Sov'ct Zone mnlrily, 
it seorns, f o r  p o l l t i c n l  reasma. T a i a l  foreign trade turncver 
of the s a t e l l i t e 8  incrcascd by && aa i n  1952. Czechoelovakin h s  
etarfed a rigorous campaign t o  a t t r a c t  totw?ots. In thc case of 
Hungary, t o u r i s t  t r a f f i c  seems t o  .%vc developed both wlys, with  
ovor hal f  a million I;&?&nrian v i s i t o r s  nblUoad. Rum-nin . B ~ l g  3r ln  

and Poland a l s o  seem t o  have discovered tom-ism t o  be a v ~ l u n b l t .  
souroe of hard currency. PolancZ, Czechoslovakia and HunKarY arc  
B a i d  t o  bc preparing a common publicity campaign t o  attrAct 
tour ia ta  from thc ':&.st. 



W 7. with the exception or Hun~ary (and p e e i b l y  R u m l a ) ,  d ma1 income rose l i t t l e  if a t  a l l  i n  tk countries under review. 
w The consumcr goo& w k e t  presented the familiar pictare of 
4 ovcrnll increaece 111 euppliee comblnccl with relat ive scnrcitiee 

of rsom produats (wmt a d  some dairy products) cd surplueoe of 
o the~r ,  ( f r u i t ,  vegetables, sugrr) . Popular discontont eeew t o  
be growIra i n  Czechoslovakia and other countriea, and even the 2 mom r ig id  idglma i n  Bulgaria and Rulenin now appear t o  be 

5 propared t o  p c ~  eolns a t tcnt iqn t o  cohsumr nceda. 
k 
U gconam$c reform& 
W 
c;l 8. Aa a ieaul t  o f  t h e  unsatisfactory developmant of the i r  
Z ooanomtes, the pore industr is l isaa countrice o f  the fegion 

embarlmd upon a reorganization of 611 branchea of the i r  cconomica 
$j an& n ratlical rethinking of t he i r  economic 'theory. Hungary nnd 

the Soviet Zonc of Oc=cp~tion of Oermany are the first countriea 
2 ai the rcgion ready t o  incorporate eome a n d  of market nreohmiam 

I i n  the i r  central  planning eyetens, while the agrarian countriee, 
w Rumania and B~lgf t l ? ia ,~~?!~a in  the only sa te l l i t e6  where more or 

Lesa S ta l in le t  s r e t h C s  o f - p l d n g  and mma#erPont still seem t o  
u yie ld  good ~ c s U l t 8 .  m 
3 . 
c;l 
0 
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C ~ ~ ~ l ~  TONE OF OEIJPATION GF GW-(~) 5 I* c' - 

3 Populot ion: 17.1 million 

5 Area: 107,834 8q.krn. 

General nerformnnce 

2 1. The moat l n d u ~ t r l a l i e e d  Communist country m d  predominant 
5 trading partner  of tk Soviet Union, the Soviet Occupied Zone o r  

mrlaany repor ts  an incn.ase i n  1963 &t material ~ r o d u c t  of s, 
t h e  lowest achieved so i L r  and well be W the o r i g i s t a r g e t  of 5.s. The eoonoaic p l a n  f o r  1964 pro%& f o r  a more l r a l i a t i c  
increeae of' only 3 .8$d  over 1963, t o  reach a t o t a l  sum of - ' W Eoet Yarke 82.7 bi l l lon(2) .  

the o f f i c i a l  plan fulfilment r e  o r t ,  
i n  1963 reached EM. 83.3 b i l l i o n  P j), 
t an r r i ~ i n d  t a q o a  mi' 4.W:. However, a3 

t h i s  t a rge t  WRS reduced considerably after the severe winter i n  
1962/63, the planners can now claim a la fulfilment. 

3. The electrical and chemic 1 inclustriea expanded most 
rapidly,  the latter by 6.q;. WE TiF n th i a  branoh, the  production 
of g lns t ica  increased foa tcs t .  Nitrogen and phosphorous 
fertiliscrs did not reach their ta rge t s .  Thc production of 
go t~ss ium products, f o r  rddah the Soviet Zonc is the world'a 
largeat  exporter,  reached 1.7 mnilllon tons (+4.6%). Other output 
tlguree not contained i n  Table V I T  of the  Anncx included: s t ~ c l  
a l l o y s  ll+.213 tone (+23.). diesel i u c l  1.7 million tcns  (+12.8;,) 
and llgnlie 254 mlliiai tom (+YE). The ci)nstruction pion was 
only.975 f i l t ' i l lcd.  

4. Although nc i thar  the  mte nor the pat tern  of indus t r ia l  
expaneion ilchicvcd i e  ant ls iac tory ,  the planned concentrntion on 
p r i o r i t y  branchea within the mtal -us ing and chemlcal industrica 
has apparently mndc aom p m g r a s ,  and the reorientat ion of 
produotion toward8 mre gromistng export indust r ies  seem t o  be 
proowding. 

(1) The use  of' the word "cou t ry"  i n  connection with the Sovlct 
Zono of Occupntion of GcrmRny does not i m ~ l y  t h a t  i t  is being 
coneidered Re an ilrilcpcndent a t s t e  l l ke  tne o the r  Eastern 
European c o u n t r i e ~  under mvicv. 

( 2 )  100 E a s t  Marke (EM) = o f f i c i a l  rate: $45.0, t o u r i s t  r s t u :  
$23.8. imen making comga?isaner w i t h  %xtcrn ~ 9 c l ~ t r i ~ s ,  i t  
should be borne i n  mind tirut the currencies of the countries 
under review are heavily ovor-valued a t  the o f f i c i a l  r a t e  of 
exchnnge. 

(3)  That tilts f igure is lnrger  2h:n tha t  f o r  net m r ~ t e ~ i n l  product 
i s  explnlncd by thv fact t ha t  beixg  a g r o a  aggrc,;~te i: 
contains a large elenenc of cioub~c: counting. 



5. d&!% , i ndus t r i a l  produotion Is planned t o  lncre*ae 
by 5.7% t o  .1 bi l l ion .  Above-aver e growth ra tes  hrive 
been lannea fo r  mctallur l e a l  pro&ucts ( ), e l e c t r i c a l  e u ip -  f 3 
mnt 7 7 . e ~ ) ,  c w i n e e r i w  7.a) am ctmzical product. (7.g). 
oil-processing is t o  increnee by 40.3% as a resu l t  of the 
gut t ing i n t o  operation o r  tho Schwidt chemical works, the terminn1 
of the  COMECON pipelint?, the Polish Part  of which was completed i n  
November 1963. 

~roc iuo t lv l  tu and emul~ypaen~ 

6.' '71th a doc l i t tng  labour fooros euch as t ha t  of the soviet - - - -  -~ 2$ . Zono , an increase In  outgat can only be obtained by wan8 fl a 
more than proportional imreaee in  roduotivitu(1). The 1963 
incmaac i n  productivity (6,s) ielf ehort  of the planned 7.a. 
The 1964 plan providee f o r  another Increasc of 6 . s .  The 
introduction of a forty-hour reek which, according t o  the o r i n i m l  
Sevcn-year Plan, was t o  be madual3y intrwluced by 1965, seem; t o  
have been abandoned, and increases in 44! conjpnsating f o r  the 
r e d u a t i o ~  lmpoeed after the erection o c B e r l i n  wall do not 
seem t o  be enviaagea f o r  eom time t o  came. 

7. The a n i o ~ t  of tate c a ~ i t a f  lnveat6 t mt i n  $963 r resented 
19.8% of the n e t  matarl$ p a f u c t .  It *as givm as EM. 1 2 ,  .4 b i l l i o n ,  
s clainoa incraaee or 2.5:; which m e  iBr below tho original 58% 
tar& tllat hatl been ado;~t& on Soviet insistence. 1964 .plan 
provides f o r  a 3 . s  increase over the rovisod tnrgcts  fo r  
$963 (5e49%)* 5.e. m incroaae oper the ac tua l  1965 rcnulta of 
6.6!3 whtch the r0glmo w i l l  hnvo smo dlff ' icul ty in obtaining. 
Buil4np; i e  t o  rocoivo 7.3 b i l l i on ,  1.0. n shnri: of close t o  
40% 'riith tho l i t t l e  t,%t l a  known &bout thc 1964 investment 
programme, it would seem t k t  its special fcnturo i s  thc tPmft3'or of 
fu:da *om heavy industry t o  chomicale. ;.l though tho ta rgc t a 
Sor t lm  or ig ina l  8evcn-year Plan 1959/65 have beon abandoned, the 
investnent plan Por thet chemical inauetry has aily been roducOd 
fiom Ell. 1 2  b i l l i o n  t o  EM. 11 b i l l i o n  f o r  tile whola ycrioC. 
InvQstment pa t te rn  w i l l  change a+ter the IiltroCUction of the 

self-l inencing of thc  new "Socia l is t  t rustaV, or VVB6 
e o  l n a t  paragraph). 

8. A i cu l tu rn l  pcrfo~.mnnce i n  1963 saomo t o  lmvo remained 
n t  about + thc saqu ow l c v a l  as i n  1962, judzlng R.orn t ho  l i t t l e  
that has boon announce& so far: a t4gcnoral incrcaaa" In l ivestock 
and thu fulfllmcsnt of' thc  (und i sc los~d)  plan l o r  p a i n ,  vegetables 
and potatoes, an increase i n  milk production of 6.3$, of fa ts tock 
by 6$ und of ogge by 7 . B .  Pan fis;urrte fo r  1964 aro again not 
available. lidcchanieation Xa t o  be pahod forvard, with 
a. 2,1 b i l l i o n  to  bo spent oil investments and titroc-qwrtcrs of 



the: grain Inrvrut  t o  b~ c o i l e ~ t c d  by "co~bbfncs". K.:e\,i prlccs w i l l  
bc introducctd i'or n i l  c-ops f o r  the  1954 harvest,  1mpl;rlng f o r  
eomL products incrc.nse8 o f  30,. ever 1962. ,bother  "culterinl 
incentlvc" i s  a new systen introduced cn 1st Jnnuary ,  1554, 
according t o  which prenia are bclng paid f o r  a l l  livestock 
product8 i n  exccss of the 1953 levcl .  

9. In  1963, WpoFts are anid t o  have lncrensed by l j .%=(l)  
aa plnnned, t o  reach $2.67 bi l l ion.  Thc. figure given f o r  1963 
imports of' $2.29 b i l l i a n  ,elms8 m , j &  decline, which hns bcen 
par t ly  n t t r ibu tcd  t o  ~CfYicu l t i eB or t h e  Soviet 'ionc'a Communist 
t rada partmrs i n  f u l h l l i n g  t h c i r  agreements , b u t  which resul ted 
ln a t rnde  surpltm qf $381( million. In 1964, exports arc planned 
t o  increnae by 8.&, m c l  imports by 7.796. 

10. Exports t o  the  l e t  bloc countries rose somewhat 
f aa to r  than t h e  t o t a l  Sovlct Union wnl cont h u e  t o  be the 
princlpnl  t rading partner. Early in 1964, the t ~ ; o  countries 
ngFoed on a very close co-ordination of t h c i r  development progrvllmcs 
f a r  the chcmicnl industry - by 197Q the Soviet Zone w i l l  d e l i v ~ r  t o  
t he  USSR about 200 i n s t a l l a t ione  far chemical enterprises, and the 
Sovict Union i n  r o t u r r i  w i l l  help in cstobliahing an oil-n-fining 
industry. Ropqyments of Soviet credits at a r a t e  of $180 mlllion 
a yoar a r c  t o  etart i n  1964, 

11. Sow chmxc in the r o ~ l o m l  dle t r fbut ion of foreign trade 
st36Sa probable. A-marked inc&ee i n  Eaat Ctcrw, trade with "non- 

ocid&t" countcieq i n  Europe(2) o m  be oxpcotad for 1964. LOO rig t o  tha a8rvc.ents for 1964. t rade with Dcnmrk l a  t o  rise 
by 2%. with I t n l y  by 284 and with Great Bri ta in  by 2&. Trodc 
w i t h  Yugoolnvia l a  t o  r i ao  3041. Trade exchanges with cvelo i n  efF,BRB tries &a mat eaam t o  be expmding t o  a g n a t  extent,  w t t c 

of? thoaa with India and Cuba. w h c n  incrcoees of 3% cnd 
2W- ~ e e p c c t i v e l y  r.rc being cnvieagad. 

c t  f o r  1964 provides for  a rwenuc; ~ r f  
over tho 1963 r e su l t s ) ,  cxp~ndi turcs  of 

EM. 56,806 million 2nd a surplue of m. 75 million. The report 

&ports i n  interzonal t'mdc i n c r e ~ s e d  2 . 6 ~ ~  only. 
This g o l i t t  cxpresaion waa usod i n  an o f f i c in l  s tn tmcnt  of 
14 th  Novcmbcr, 1963, anr.~unzing the  ww policy. T h t  
govemuncnt wwe agLncy iJ>ii ndded on 20th F~bruz'zry, 1%b, 
tha t  it should be followcd by the aatsbl ishmnt  of officinl 
trndc missions i n  London, Pnria,  Rome nnd o t L r  Europcnn 
cnpi tn ls ,  m d  that Omat Bri ta in ,  France nnd Italy should 
s e t  up t m d c  miesions In the  "GDR anpital". 



etatoe tha t  defence oxxnditum wre left "unchanged" a t  
EY. 2.764 illinion. i . c .  about oi the  t o t a l  budnet. ~ u t  It im . . -. -- 
belicircd t o  consist mainly of e x p g d i t u r e  an prs-&el, and thus 
t o  be ospecinlly imlelcadlng. 

J&&g standards 

13* Thoueh #@ i n  the Soviet Occupied Zone of 
Oer- w i l l  c m t  uo t o  the h i g h e ~ t  in the Soviet 
orb i t ,  prospect8 for  an fnc~efme cmtlnue t o  be dim. A r i se  or  
porsonsl ooneuIRpti0XI of abwt & wan oiieot  by a s l ight  growth i n  
tho cotst o r  living. A ~ O  i n  1964 tha rea l  wage b i l l  can hardly 
ba expueted t o  inoraaae ' w e  also paragraph 6 above). 

l4. In July 1963. tho introduction of a n e w  s stcm of 
uconomic pl-mnlng ruld mmigcment wae announced. *said t o  
ba bmod on oighty newly-ccm6titutad "Socinlist t r u s t s "  which 
wIU attmage kuy brmchcs of Fnductry with a considernblc dcgreo 
of Jnd#pml(-.nce, on a w i d e s p a 4  application of the "profit 
motlvo", and on "~aater ial  incentioce" t o  raise quality and 
prod~otivi ty .  A rcvnluntion of flxod oapitnl assets became 
c f l e a t l w  an lst Jnnuarg, 1964, On l a t  .'lpril, 1964. it hns 
been followad by an ihdustrial price Mfom fx?fecting coal, 
e leo t r i c i ty  anb power, a wide mt o f  m t a l l u r g i e d  product8 and 
baa10 chemicale, 8oCoUXitiag fo r  one-quarter o f  total industrial  
output. Moro ~ e a l i a t i o  dcprcciatlon rntes and n new ayetern of 
In tcrar t  payments w i l l  be introduced b t c r *  

15. Economlc ~ lecas l~ i t i e s ,  a n e w  gemration or  technocrate 
and, lus t  b u t  not lcnet,  the developmats bn the neighbourin 
Comwniet o o m t ~ l s e  acem t o  hao forced the  pigid Ulbricht &me 
down on tho aide of eaonornic pmgnatism. It would npptar ne it 
thcem refowe euw more i n  keeping r i t h  thc magnitude of the 
p~oblom than thoea unde .n slamhere i n  the mom advanced 
ooonoaics of Rastern Eor 



Ir. ~ 7 g H O E ~  

Population: 14.0 million 
;-mn: 127,900 sq.la. 

1. Tho etagncltion, o r  even regression, of -111 mnjor 
brmchos of t he  Czoch cconow except agricul ture i n  19b3 wert: 
not u n t i ~ l y  ~ x p c c t t . d .  1963 was t o  bo a t rnnsi t ionnl  year i n  
which industry waa t o  bc worirmtatcd. Thc ai tunt ion 
dctoriornted, howuver, t o  such m extent  that thc  1963 plnn had 
t o  bo "mxlifiad" ct t h -  end bi Wtif. Thc. Scvon-yc~r Ylnn (196tc/70) 
moms not t o  hnve been :imlised i n  1963, so tha t  1964 w i l l  bo 
m t h o t -  n t r ~ i t l o n n l "  year. 1% govern!ner& reshuffle  i n  
November ~ n d  tho aubett tut ion of a coneidcrable nunbcr of dogmntic 
par ty  rcprc l tcn ta t i~es  i n  key p o ~ t a  by economists and technicians 
m a  m o t h ~ r  corisegu~noc of t h i e  s i tuat ion.  

2. ,Iccordingly, t h e  o f t l c i n l  plan fulfilment report dee l l s  
n t  length on per captta  consumption figuree t o  console i ts  renders 
f o r  thc Tact t h ~ t  nct rnntcrial proctuct n f e L l  bclor the 1962 l eve l" .  
Tho ECE r ~ p o r t 6  n z c l l n z  of l&; if '  checlcect =gainst lndus t r i s l  md 
agr ioul turnl  growth r a t ca ,  t h i e  f igure  would only be v n l i d  if 
conetruatian ,and t rmapor t  declined by s o m  2@0. The growth 
targut  i o r  1964 is 3&&. This f igu re  seems on the low side 
aompfnwd with the targets i o r  i ndua t r i a l  and a g l c u l t u r a l  production. 

. The ~ e v l e o d  plan f o r  1963 nas claimed t o  hnve been 
130.T- f u l f i l l e d ,  but induatr in l  production actucl ly declined 0.670. 
This ahawe, thnt  the o r ig ina l  mudest I$ incwascr target  must have 
boon r o v i s ~ a  conelderably dur ing  thc course of the  yen?. Tht 
dimerunt  brmchee wnrure reported t o  have had thc following wsu l i a :  
builrling materials -9.@, mctsllur&y -it.%, consu=r goods -2.63, 
gowar production + O . ~ C ,  chcIPioal induatry +3.14;, f u e l s  + 3 . r 0  nnd 
tho  rood industry + 4.&. physical output f iguras  other than 
these given in thc  Annex included: t rna tors  26,400 (1962: 31,400); 
l o r r i e s  31,000 (1962; 19,800) ; cnra 56,000 (1962: 64,300) ; 
Pootwcnr 76 n i l l i o n  pairs.  

- 
exteit3ivu-range of productior,; a dispfopnrtion?tr. dtrrmfi forb r n n  
mntr;rinle, invcatncnt zrd labour; f a l l i n g  productivity ; dt.1.w~ 
in effect ing tcchnologicsl improvements and In ra i s ing  the quali ty 
of output moul t ing  i n  mnrkcting problem n t  home uld nbrond; poor 
InmagCmCnt and planning; cxccssive ndninistrat ive costs. 

5. The 1364 Indus t r ia l  plan aims above sll ?t putting Lm 
end t o  in~f ' i 'ect iv~ production RnB reducing thc consumption of 
ClcctPiCity uld rnw matcrinls. Tkns Incrcnaed t r i r g ~ t  f o r  gross 



l n d u ~ t r i a l  production i a  3.65. ( i n  Slovdkla 7.256). The chemical 
indufltry i a  t o  r o w  by I*, power generotion by 7 . s .  prudu~ t ikn  
of e t ee l  by 7. & , of ro l l ed  goode bp 5.876, of pig-iron by 7.y+ 
an& of mngmtitc by 9.94. Other r a w  a m t c r i ~ l a  hare a lso  been 
aseignod hi e r  tlm average targets. Building is  t o  incrcme 
by 1s. 1 f' 2 onterprisoe, employing 15,000 persona, w i l l  be 
oloaed nnd t h e  staff t m e f e r r e d  t o  eetablishments working a t  
lee6 than f u l l  capacity. 

0 m d r z c t i v i  ty and eumlomng 

6 .  Productivity In inauatry was not pkvrned to ,  and did 
not ,  inctvase i n  1963. Tha t o t a l  numbeP of workure grew by l ees  
t h m  0,s t o  2.449 millLon. Tllcs 196431anp~ov idee  fo r  rm 
incroase of 2 . s  i n  productivity(1) nnd of 1.35 i n  wagca; the 
indufxtrinl labour force is t o  increase by 99,000 (L$%), which 
aeom inconaiatont with the dgium'8 e f f o r t s  t o  re turn  labour t o  
faraing. 

7. Although the i n v o e t m t  plan f o r  1963 provided fo r  a 
deoceaaa of 655 cowared w T t h  1962. thia modest tapget could not 
be attained. S ta te  capital invcatment droppcd by 9"/i m d  
invaatutents In the co-operative end prionte eactore by 2%. 
r o ~ l t b g  In nn overal l  decline of 1296. 

8. In 1964, the v o l w  o t  i n v a t n e n t s  i e  t o  go up by 14.6%. 
S l o m H ~  w i l l  havo ra much highor r a t e  ( 20.&), a s  n lnrgc sham 
of tho resources w i l l  be put i n to  the new East Ylovnk cuntre for 
haavy indmtry ,  Koeice, whiuh alone w i l l  mceive Kos. 1.8 b i l l i cn(2)  
I n  1964, nn incrcaeu of 6% ovcr 1963. k consider-ble sum w i l l  
have to be a l l o t t e d  t o  the construction of n n e w  wide-gnuge rollway 
l i n e  90 ?A. In  length which w i l l  supply Koaice with Soviet i ron 
ore. T!E l i n e  i e  t o  be completed by Yay 1 6 6 .  

9.  Tn cont rmt  t o  the bad indus t r i a l  perfomance, tlqri- 
Cultural p r o d u c t i ~ n  seems t o  have been unexpectedly succussful, 
a r a rc  exception i n  the whole Communist r m l d  i n  1463. 4-corar'g 
t o  $he plnn Eu Lfilment repor t ,  groaa agr icu l tu ra l  p-oductto? y--. 7 
6-3i. t hus  nearly f u l f i l l i n g  the  ambltlous t a rge t  and c ~ . p ~ r . ~ c - t  .I-g 
?o? the poor msultls of 1962 ( -696) .  Totnl croa prodiiotlun 
inorcased 1%. The followi lncreesea wcre o b t ~ i n e d  by v r r  1 ' 3  

crops: wheat 6 . 2 ,  mine 33%. otatocs 27.m. s u w r  'Jeet 5 - 8 . ~ ; -  
Vepotnblo production was about l g f h  higher t h M  ir. 1962. w h l l v  
l lveetock breeding dropped L-$ and the  plnn f o r  milk ~1lrch.36~ 3 
could not bc f u l f i l l e d .  Invest nts i n  ~ g r i a u l t u r e  fell by bow 

instend of r ls lrm 5 d 1 L r  clmmrd. - - I -  

(1) Othcr statcmcnte givc the following figures: 4.3% i n  
industry. 4.8,; i n  building. 

(23 Rates of excharge f o r  100 Czech crowns: o f f i c i a l  $13.9 
tourist  87.0. 



12. Czechoslo-rakla's forolgn t rade  i n  1963 was mportcd t o  
luivc! Increased by 8.&, with cxporte r i s ing  18; *md imports &. 
rcsu'l t ing In  3 trade surplus of' $503 rm lllon. i, 130 grort." i n  
iwportrr of  foollatuf+s was r c q u i r e c l  i n  1963, but oth-.r ! q o r t e  
rose l . l t t l c ,  if a t  a l l .  Tho glans ocl lcd far pa?ti-ul, ,r  cc.~r.r):?y 
i n  i a p ~ r t e  from r1eutc.m E ~ r c p e  m d  D 7.88 ill s*ports to  wdrus; 
the b n l w c e  of' pRyure~lis. Xn &&4, t h e  overnll volumr: of r'orcitpl 
t rade  is t o  increase by 3.746. 

trnao (3&% ir. 1962). T h  o i l  pipcl ine to-thc S l n : , ~ ~ i ' t  wsrk2 i r  
Brritis2ovn has oarried 5.75 m i l l i ~ n  t o r s  s i i ~ c s  the  t pelring ,wo yltars 
ago (1962: 2.65 million tens, 1963; 3.1 ~ ~ n l l i c m  t m s ) ,  nnd t h  
ccnatruction of the wide-qiluge milwag line t o  Kos+ce (fit.€ n. ,ov= - 
~nvortmcn+s) f o r  the transport of iron O-c will fc-tl i ir  co!:  r ~ h u t t .  
tornrde rw. integrat ion of the t : ~ o  cconoxiec. In a x c c n t  R ,atcment, 
tk(9 Czech Govern&nt tiimked the USSR f o r  i ~ . s  "outstnncily m l p "  i n  
gr-oviding the r a w  material  baelri for the  1564 economlc plnn 

13. In  1964, t r d e  with the " c s ~ i t ~ l i s t "  countrice i f  t o  
incmaac faster (6.6) thnn overal l  t rade (3.5). ;r recect 
ry3rc.exmt with th€ Netherlands providee for  the paywent c f  
o~%~xll3nt ion f o r  r~-itioxmlised property. In  a two-year trnAe 
agruememt with France, .an amus1 increase r a t e  of 1@ has btrm 
ngrecd on, with pttymnts t o  be m-de i n  my convertit lc, currc nzy 
inatco3 o? in f r m c s .  Ti-add w'th YcgoslnvSa 18 t~ : r i x  v.lbt: b;' 
39-  i n  296.4, and Yugoslav porcb w i i i  ot. used t o  a gl e : t ~ r  extent .  

RgXeUents h v c  boan co,.i-,lucIcd v 6 t h - ~ n i i a  ($?5 rrl l l l o r : )  , Indoncsi.?, 
BJ-nzil, thc Yemen, ;,lgeric and Burm(1).  Trnde with India 13 t o  
double by 1966. 



15. Thc potcntfnl of tourism a s  ry; e m c r  of' foreign 
currency sacme t o  have been ~ ~ c o g n l s c d  by Czechoslovakia i n  
Autumn 1963. Visas f o r  Weatern v i s i t o r s  are being issued within 
i,+8 hours, and more thnn Kca. 2 b i l l ion  w i l l  bc invested by 1965 
f o r  the b u i l d i n g  Rnd repnir of rcstaurante, hotcls nnd cnmping 
e l tes .  

26. Thc budgot f 'ommst f o r  1964 rov idc~  f o r  n revcnue of 
Kce. 130,W4 million - M Increase of 9 over 1963 - and 
axpenditures of Kcs. 130,318 m i l l i o n .  fence e x ~ c n d t t u ~ e a ,  
taking o sham of' 8 . e  i n  t h  buQct,  wig be reduced from 
Kca. 11,334 tLfllion i n  1963 t o  Xos. 10,950 million, n 3.& 
decrease. 

17. :Tith nn admltted increase i n  consumption of only 4% in 
1963 and a planned growth In retail trade md consumption of 
bclow 3 2  f o r  1964, no rapid increase i n  the compnratively high 
~ t~u ld i l rd  of' l iving c m  be expected in the  nenr future(1). House 
rents,  which a t  present cover only 6 s  of maintennnce costs, k v c  
gonu up ear ly  i n  1964 i n  a Wve t o  lessen thc burden of honning 
on thc budget, which was ncaorngm1t.d by an Gncourngcaent of private 
ns w e l l  3s 60 -oy~~g t ivc  home ownershtp. Thir m d  t h o  c o n s t ~ n t  
dcacnd for  3. "hr?monis~tion" of production m d  cxccssive con- 
sumption m n k c  i t  not u n l l b l y  that the envieagcd far-rcnching 
s t ructurnl  tmnaformtion ef the mtiom-t-1 economy can only be 
achluvud :it the cost of o taarporary stngmtion OF reduction of 
tho rod incorn of tho population. Populnr dissntisfnction 
appears t o  be wickspread. 

pconomic r~fbrm 

18. 'IT& aconomlc measurns t n h n  i n  1963 h 3 v ~  gcncrally 
tundca t o  strongthen control by the  central nuthorities, m d  
particularly by the s t a t e  planning comarission. ;L l ivcly 
i¶iscusefon is, however, in progress on the chzmgcs necessnry i n  
tho plwmSng model. o m  school of thought ndvocating more 
ciYuctivc ccntrnl c o n t ~ o l ,  anothor a syskm =lying more cn 
affective incentives and a kind of market mcchnnism t o  be 
introduced nt the cnterpr iw level. Furthtrmore , i n s t r u c t i o n s  
have bccn iasued for  the clriboration of the g m e r n l  princip1.e~; 
of nn e b s t l c  price policy which mlght lead t o  n refors o r  mucL 
widcr scopc thnn the changes nlrc-ody announced. - -- 
(I) Tho recently-mnnounced "clearance sales" of  some consumdr 

goods n t  prices reduccd by t o  k& aim ?bow rill n t  
rcducjng unsnluable stocks. 



p ~ p u l n t i o n :  30.9 mil l ion  
1.zcEt: 512,500 sq.km. 

1. The P ~ l i s h  cconorcy seems t o  have l o a t  most of i ts 
inyc tus  m d  t o  hqvc somc d i f f i c u l t y  in  rccovorirg from t he  

rosult .s  ~ m w t c e d  f o r  both M u s t r i n l  n;ld a p r i c u l t u r o l  p r o 6 ~ c t  icn.  
A f i y r c  of about k.% woulil seem more r e n l i s t i c .  1. growth of 
nbmt 3.e:  is  cnviwged f o r  1964. 

3. For 1 6' , inc tus t r ia l  output is t o  rise hy 6.$. Th- 
production of' P" ex t i l ee  and leatherwear w i l l  grow more r-iyiclly 
thnn o v e r a l l  prodwt?on. Above average increases  are nJ so  
plawcd f o r  thc  chemical inf lustry (11.%), engimcr1r.g ru~d thc  
e ldc t ro - t cchn icn l  i n a u a t r i ~ s  (7 .s ) .  Cc ~wr.t c a * . ~ u t  i v i l l  i~crunst 
Is, ececl s, brown con1 215, hard c o a l  l & ( l ) .  

. Lnbour prodilctFvity i30rca8~;d by 2.75; but die xot r x c h  
the rnocl~st t n r g c t  of 3 .  ba~.nuse of' n highcf thnn plnnr.+l,l incru?sc 
i n  in~ . Ius t r in l  omphymcnt. The lg& zcrge t  hns bee:) :.L.+ 3% $,5;0;,, 
m d  ! i i g h c r  product iv i ty  is t o  a c o o u t  Tor 7a~ of additlollnl 

(1) For phys ica l  output f i g u r e s ,  see ,lnncx. 



prodllction. 1% scorns that t h i a  tnrgot  could only bc reached if 
n litrge numbcr of ~mrginnl ly  prottuctivc workcrs wcrc dl Y ~ E ~ S C ~ ,  

which in twn wsuld crcntc an unewloymcnt groblcm, md if thc 
ne;v ayst~rn ci wwt. fund control  introduced in  Dcccmber 1963 
would have tho dt.sircd O f i c t t  . 

5 .  According t o  thc 1963 plan fili'i l ~ n t  r c  o r t  , atn+e 
oapl ta l  i n v o e t e n t  smunted t o  Zloty 103.6 b l l l i on f l ) .  on incrcose 
of only 3 , s  ovor 1962, falling f-m shor t  of the 8.35 tnrget . 
Thc shnm of ne t  inv~stmcnt  In rmtlorhl  inconk? thus droppcd from 
19.2; t o  1 8 . s .  tho lcmxt i n  any o f  the countsics undur review 
cxcept f o r  thc Sovict Occupied Zonc of Oermriy. L i t t l e  hns so 
far bcon m i d  about 1964 ifmrestmint. The tnrget  seem t o  be ?n 
inarcaec of 2 mom 1.7%. and a 330 icm. gae p i p l i n t  fron the 
Sovlct bordcr t o  Si les ia .  wt.lch l a  t o  go i n to  service i n  1965, 
soome t o  be among thc mnjor yrojeote. 

&&rIcuI tnre -- 
6 .  Havirg fa l lon  by 7 . S  in 1962, ajp-iculturnl output imd 

bocn g l m r d  t o  rise by 6 3  In 1963. The aotusl  incmaac, 
howcvcr, WTB only 3.%%. Cropa are s a i d  t o  havc increased by 
1 .  The gmrcmrent ' a policy af encourogiag whent prodwticn 
roeultcd in n 1% rise; i n  output: gQt3toce and sugar beet - which 
mprtrsent about 3@> of t o t a l  out r - had c r c o l l ~ n t  y i ~ l d s ;  
livoetock production droppcd by .I$ 'c.8 the  resu l t  of the bad 
1962 hnmwst; tlu: July 3.963 taus lndiantud a 14.w decline in  
pig& nnd n 2.65 increase i n  cattle. Meat production f e l l  7.6, 
and m i l k  output zi. Total  imrcatnm In ngrieultum incrc?scod 
by about 1%" agnirmt 22.3~ p e smmd. C r t d i t a  t o  individunl 
fnrmrs rcac 1@, but only more f e r t i l i s e r  m a  rrpplitd i n  
1963, n fact  scvcrcly c r i t i c i a e d  by the Farty. 

7. For 1964. an incrcasc of 1.s ( i , c .  insu~"fic1mt t o  
rcgain the 1961 &val)  18 p L h ~ ~ d  for groee ngricul tural  output. 
Thc number of p igs  is  t o  rise by 5.646. Inv~stmcnts  i n  ~ig-I- 
culturc arc t o  r i m  by 2&;, Is nore f e r t i l i s a r s  will b suppliud. 

8. Thcrc wae n marked slackening in thc di.vtlopr?c;?t of  
Pollah foreign t rade  in  1963, owing rxainly t o  3. sloncr g r x t  5 of 
importa caused by tk pol ish  ;~uthor i t fcs '  dcsirc: t a  r c d d c ~  t h c  i r  
tradftlonr.1 tmd;: de f i c i t .  6 opts  arc rcportcd t o  have 
incranscd by 7.55 t o  $1.77 b i l l  7 on, imports b;r t t o  $1.98 k f  ! l l m ,  
resultins i n  ? t radc  d c f i c i t  of $209 million -tgnlmt 9214 ml:l*on 
i n  1962. The b n h m e  with "capitnlirrt" i n d u s t r i ~ l i s c d  count! 1:  9 
was not lmprovcd ns  hnd beer. hoped. The s h n n  of r'ood8tuf'l'Y 4 1 

pollah imports h-ts risen from 13.yv i n  1962 t o  15 ,B .  

(1) 100 Lloty = of f i c i a l  rate:  $25.0; tou r i s t  m t c :  8L.3. 



10. 111 1963, Communist countries R r e  azid t o  ~ n v c  3ccountcd 
f o r  6%. o f  Polnnd's  forc l~n  tPnde t u r n w c r  s c a i n s t  6Z.L i n  1962. 
Tmcle with  t h c  Sovict  UrAon nccxnted far  3 .?% ( S o v i t t  Zone 10;L, 
Czo&oslovnkln %, ~urlgmy~4u&&maxLa a: 7 and tr.ide with 
d ~ v c l o p d  " c n g i t n l i s t '  cow.trles SOP 2% (uni ted Kingdom 5 .t$. 
F c d e r ~ l  Republic &, Unltcd Statos 3.l&). Pol-x-~.~ wl 11 c o n t i ~ ~ u , . ?  
t o  i ~ p o r t  lwgc qunn t i t i c8  of w y i c u l t u r n l  products Prom t t i ~  WL,:?, 
c s + c i n l l y  from C m & n  mi thc, United S t n t c s ( 1 ) .  I t  was ~ t r c . l t l y  
ogreud tmt F o l m d  wl'l i npor t  40@,000 t o  600,000 t~ ILS of grn i r i  
nr~nuolly from Prnce  durlng the next thrm years. R trrlde. 
agreement with I tn ly  prSovides f o r  nn jncrense of npproximtely 1s:. 
.'a qssoc1ct.c mmber of GATT since 1959, Polznrf h.s now np2iic.d fur 
provial  on?: nremkrship, t o  cnnblc her t o  pn,nticlpnt.t i n  tht. 
Kcnn~dy round. 

12. The Pol iah  --.------ mcrckmt f l u e t  of 191 shlps wl .h n tot.-11 or" 
1.2 mi l l ion  tona dcnd wci@,t oorr.cc a foreign c x c k ~ ~ & c  s ~ ~ ~ ~ l u s  of 
ovcr  $43 mjl l ion  i n  1.363, som 1l$ moru t2mn i n  1562. R c x i r h  
o f  f o r e i g n  ships nc t t cd  19 mil l ion  foreigm currcncy zlotys. 

.13. 120,000 tour1  t c  are rcgor ted  t o  hnvc v i s i t c d  P3??r.3 i n  + 1962, of whloh 90, 0 cnw from Western countries. spcndink 
$3.2 mil l ion  worth in  fo re ign  exchange. h mw progrwnae t o  
c ~ t t ~ n c t  Wcstorn t o u r i s t s  was announced i n  J w u n r y  1964. 



The budaet 
W 
5 14. The 1964 budget revenue I s  estimated a t  Zloty 275.9 
million, the  expmditure zt Zloty 271.0 bi l l ion .  Defenc s e n -  

w e e  w i l l  incrc-se by 2.15 (fron Z l o t y  21.8 b i l  ion t o  
JB%2.2 

+ 
b i l l i c ? ~ )  clthough they will form s m l l e r  proportion 

30r" tho budgo* (8.3.3). 
& 
WJ,ivim standards 
P! 
c, 15. Despite n chtmed increme in rcal w ~ s  i n  the Socifil'st 
bsscr tor  of 8 m d  in perb~rnl consumption o r  &, 1963 does not seem 2 t o  have bccn too  f'r.vo~rnblc 3 ycw fop  the Polish gopulnt ion, as 
&the income of the peasants, who still Feprescnt nearly 5% of  

polahd' s working population, 3 ars t o  declined somewhat, 
~ n b o v o  a l l  a s  thc  reaul t  of a incmnae in thc pr ice  of c o d  -nd 
W conoider3bly highcr p r ices  f o r  gm yld e l c c t r i c i t l ~  as of April 1963. 
m 

gconomic ref ormq E 
I 16. The now cconomic re fo~ms Bcem above a l l  t o  be directed a townrds a rcreuction cf excessive laboup, nnd mZg11t r e su l t  in  rl 

&wave of kmumploymcnt so far unpFecede%ted i n  oentraliecd economics. 
mThe n l t b m t i v e  - R consumer-oriented afilft advocated by the 
m r e a l i a t s  - aceme t o  be unacceptable t o  tho dogmatfete, o r  
4 "prtirsml* grou2, which incraesed its L,lflucnce on the  rEgime. 
Allhue, the Polish model of rclatloe '*liberty1* eccms t o  be much 2 talked ebout , whilst  l i t t l e  is being done a\ o u t  it. Many links, 
n eoonomie nrd other ,  h v e  however developed with the  West which 
-.would be dif i ' icul t  t o  sever. 

- 
3 
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W 
5 Popul-~t ion: 10.1 m i  l l l o n  
(2' :ixa: 
H 

93,000 s q . b .  

pmurnl gclrform,?nce --. 
k 

r' 
& 1. The Hur!qwizrA econorry 1s developing morc sncothly t ~ n s  w thoao of moclt of thc othcr colmtriae, under rcvica. Though t h ~  
&balk of thc r ~ o r g m i z a t i o n  d-k-, nimiw n t  the creation of 
3 higgcr productive rind c-conomit W1ita m d  of more d i rec t  

co--opr:ition between en erprlaea, was carried out lnst yenr, 
~ i n ~ t u s t r i o l  parformanee dccs not sppenr t o  have suffe-cd from i t .  W 
d 

2. 42cc~rding t o  of f i c l s l  "preliminary c n l c ~ ~ l x i o n s " ,  
zr?r:t. --- r n ~ t n r * l n ~ ~ o d u r r t  i n  1963 surpassed the ~ e s u l t s  df' thc preccdicg 
yuar % y K  6iiniii bnsia of thg plan t 3 r g c ~  pu3lich3d 80 fun, i t  8 would ace.1 na if a 6imiI.m incrca3e l a  being anticipated for 1964. 

s 4. Phyeical output f iguree, not inclutlcd in t h e  Annex, 
c/r! worn na follows: bauxite: 1.36 mllllion tons (m 8% iccrensc) , 

aluminium: 55,500 tans (+%), t rac tors :  3,100 ( + 2 2 J ) ,  
buSCR: 2.375, =hoes: 23.8 mllLlon pairs. Thc r c sc~ . t  canplains 3 that u r - c e s e a r i l y  large stoc:cs of ce,Ttain praducts cmtinucd t o  

c;l accunulntc RB some e n t a q r i s e a  produced artl .clos wl-:l.ch d:' d not 
mcct domustic nnd foreign market requirements. 

3 
a 5 .  Thc 1 s t  plan t a rge t s  provide f o r  m3thi.r i$ incrc?sc 

I In grdss ixduot r in l  pi~oduction. F a a t e ~  than aver?pe r r ~ t c s  ht:v: 
b u m  plarulcd f o r  b u i l d l r ~  m t e ~ i s l s  (IS$), erigimeri nq ( 10-15,%) , 

H ~ l c c t r i c  power (I+), tinncd rood ind'istry ( I@)  nritl the chemi*:nl 3 lrAmt..ry (3;). The highest r ~ t e s  of cxgw.sion are  twin,-  envlsnced 
Cf2 fox i r : + c ~ ~ m t i o n a l l y  cxlpctt?;ive i n & a ~ t r i : . s ,  such 2 s  phnr~rn~ceutlc.ils, 2 v.h: c h  12 1963, n1runcL.y nccounted f o r  2% ~ c f  a l i  cherdcnl  production. 
c;l 
0 
W n 



6. Productivity f e l l  short of tho 5 . 5  increase target ,  
maahlng only ~.TO-., the lowest r a te  f o r  years. i ~ n  unusually 
high proportion of the rnte  of increnee in lndustrinl production 
wne thcmforo due t o  a growth of 3 . 5  i n  the labour forcc which 
totallud 3.2 million by the end of 1963. Lack of l a h o u r  
dieaipUne m e  quoted a s  the amin reason f o r  low prductivity:  
"If cdueationnl methods and the withdrawal of materiol odvmntr.gc8 
rail t o  produce ~ ~ l t e ,  people mey have t o  bc sacked1' , aaya the 
report. 

7. Capital invcstmcnt $8 m i d  t o  haoc increased by 1 2 - 1 s  
over 1962. The dletributlan wae W t o  Industry nnd 2091; to  
agriaulfure , agninst prevloue a r c s  of WO and 1%. Tho 
investumnt plan for  houeing me not fulfilled. ! r h e a  p b  
pmHdoe f o r  a 1s inorcase i n  c o p i t d  inveetmcnt, o ch tho 
ahemial i n d u t ~ ,  hous in~  and agriculture w i l l  receive n large 
.haFe. 

I. 

&5zmuw 
8. The 1963 plan fulfllnmnt report gives a preliminary 

inwas& figure for gross agricultural reduction of 4-9$ over 
1962, againat an utter ly  unreolist lc 3.d ~ ( L P B C ~ .  .*er three 
yeare of deareneing or etngnating output, t h i s  would bring 
Hungary back t o  i t e  1959 Lsvol. It appears, however, that  the 
preliminary f'lgure w i l l  have t o  be "revised". According t o  the 

o r t ,  production of bmad a in  to ta l led  only 1,738 million tons, shoo t on6 leer, than in 1 8 2 (-m), ivrd thnt of fodder groin 
m a  288,000 tons less  than i n  1962 ( -2s ) .  However, the mnize 
crop rose @6, exceeelng both the- plan Rnd the 1962  reaults. 
Therc m e  n reooril crop o r  eugar beet (+285'0)(1) and vegetable8 
(15.-2@), tho apple crop rae outetsnding and tho vintage good. 
Tho pig gopulntion decrcaaed by w, ca t t l e  by 4.796. without. 
howavur, affecting tho output o f  dairy praducts which remined 
n t  the 1962 level ,  beaauee of better yielde. Invostmcnt in  
ogrlaulturc m a  3 s  higher than i n  1962, the highost increase of 
all countrice under ~ o v i c r .  

9. Ths plnn target  for the _1964 agricultural output of 
4-55: is more rca l io t i c  thnn previous tnrgeta. Capital invcst- 
Wnto i n  ngriculture are t o  reach J0.5 billion Forints(2), a 
l3$ inerenee over 1963, Them w i l l  be 3C& more ch~mi cnl 
fcrti l laore i on  Hungnrian agriculture . . 

In mother statement, the incrense figure was only 1%. 1 loo forints: o m c i a 1  ra te  $8.55. touris t  gb.3. 



tradu( 1) 
5 
(2' 10. Forcign trade lo  receiving spec ia l  a t tent ion i n  the 
uH~mgnrion p l n n  fu lXi lmnt  report f o r  1963. In  thc introduction 

countries 

z o t  a ~ o r t a  were nnchlnery ,and e q u i p e n t  w; indust r in l  consumer 
agoode 2ms f oodstuffe 23%. Agriculturml products m d  food- 
W ~ t u f Y a  C/) aocountoa t o r  of HungaryFy'a exports t o  "ccrpitalist" 
~ a o u n t r i e e .  Main Imports included rnw materiale ( 5 @ ; ) ,  machinery 
E and epuipwnt ( 3 6 )  . 

I 

W 11. Thc Hungerinn iffiport plan f o r  1964 provides fo r  a 5.5% 
z inoroaec ,  IncLudtng 1 millIan toner of chemlcd f e r t i l i s c r s ,  
$(nbout 5(46 of internal eonsumgtian), large amounts of bread nnd 
miodder grains, and 1i$ of its e l e c t r i c i t y  r c q u i r c ~ e n t s  via the 
4 C O E X O N  power grid. Exports ore t o  inc=asc 6.S i n  1964, 
4 eepeaial ly thoao "anming convertible ourrency". In tho etnte- 
Omcnt on t rade p r o e p c t s ,  it says iu~thcrmore  thnt  "the time hns 

0060 t o  improve our" relntiona w i t h  the United State*". According 
?to o recant five-year agrecmcnt, Hungnrinn t rade  with Denmnrk is 
W t o  incmnae by 60$ I n  1%" by another 8 6  i n  1965 nnd tit an evtn Efntnetctr rota i n  subnequent ycnrs. The trndle with Austria is ?lsJ 
a t o  be expended comfd.embly. Tmde w i t h  the dcveloplnu countries 
m 1nOFctieod by about 2% i n  1963, especia l ly  that with t h ~  UAR, t o  
0 which Hungmy had extended a a r e d i t  worth $23 m i l l i ~ n  h t e  i n  1962. 
c;l 
z ~ o u r i a m  

3 12; During 1963, thcre wcla a rap id  growth 111 touriam. N O  
Udoubt tho Hungarian ,$uthorltice are keen t o  dcvelop the t o u r i s t  3 t rado ae a source of hnrd currency. So far, however. the t m M i c  
noppoara  to be dcvcloping i n  both dlrect iona.  According t o  the 
3 ~ l ~ l  f'UltllmOnt repor t ,  572,000 Hungarian c i t izens  t ravel led 
Labrond - about 100,000 of thcm t o  Wtstern countries - whcrem 
' 585,000 foreigners v i s i t e d  Hungary. 
n 
W 
G 
53 (1) Acoordlng t o  the report for. 1963, ~unga rY ' s  f oreig~l tr\&.+ 

2 turnovur was cquliv?lent t o  over 60$ of net m t e r l n l  p r o d u c t  

c;l 
In  1962. Thls would correspond t o  a eM?e of  about 2m of 

0 t roac  ( i n  ono d i rec t ian)  t o  estimnted GrIP. On prigs 7. 
W pnragrnph 9, of iiC/127-D/128(RevIeod), t h l s  s l m r ~  was 
fi cstimted at only 1%. 



6 3.3. Budgot revenues i n  1964 are t o  reach Forint 92.9 bi l l lon,  
=M incrense of I@, o w r  1%3. fenc cnctitureg were recluccd 
a by Forint 0.45 bi l l lon  (f'rom For% 6.H- on i n  1963 t o  
3 ~ o r i n t  6,163 million), reducing the ehnre i n  thc budgot rrom % 
& t o  6.6. The Defence LIinister, i n  announcing t h i s  cut. addrcssc& 
W h i m e e l f  especially t o  tho NATO countricm. s ta t ing that  ir thuy 
@would "set out on o road of guamat@&kg o lar t ing peaco". Hungary 
drould be amow the f irst  t o  ealrg even mom siemfficant outs in 

&crermLae expenditures. 

l4. Hungary eeems t o  have been the only country of the 
~ r e g l o n  uho* the population could enjoy n sizeable Improvement i n  
U'J It6 l iv ing ettmdnrd i n  1963. Real inooro -6 said t o  have been 
-up i$ an 1962 for r o r b r a  and employeerr. and sl ight ly  leee f o r  
tho gensantm. Retell tmde, *hioh ws 6 up on 1962. 1. t o  

' inomatre by 5.s i n  19&. W 
z&pppplaic r e f o a  
53 
WI 15. Though fhithftll to Yocrcorr. Hungnl.y Is l ikely to con- 

tinue to go its own *ay in eo-ric policy by paying more 8 tittention t o  the of c--m at  home and abroad, improving 
qualify nnd proiitcbility, The ~.eor(.tanization of enterprises 

fi Into large-senla units uas coaplated in 1963. Qn 1st Jfinunry, 1964, -. H-rim entcrprieea bogan payLne in tares t  on rixea assets 
W ond rorldng capital.  Experimnte with Incentives w i l l  continue, 
@ and there are r u m w e  that  Kadar is thinIcing or imitating the 52 Yugoahv 8yetom of workers* c o u ~ l b .  The b r g e  investment . 
0 programme for agricultulvt ahould also eventually lend t o  n 
c;l sotlafactory performance of th in  b a e t  ef'ficicnt sector of the 
U ~ungarian oconow. 
U'J 

8 
U 
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v, jtUK&fi& 
W 
5 Population: 18.9 million 
C' irrco: 237,500 8 q . h .  
3 

p r f  ormtncg 

PI 1. Thc rrltc of growth of the Rumanian economy which, in 
Wgplto of i ts speedily developing induetry, is sti l l  pp imr i ly  
gbneed on n g r i c u l t u r e ,  sc?enw to. have. 8Aowed down somewhat i n  1963 
@ i n  consequence of the bsd agricultural gerformr.nce of 1962. 
b ~ c c o r d i n g  t o  the 1963 plxn iul t r lment  report ,  net m t e r i Q  prod 0 U C t  

Inorensod by 7% over 1962. 
c;l 
zInduatllr 
W 
W 2. The reported increase i n  indue t r i a l  production of 12.3% 
m m e ,  aa in th6. pri-vioue year ,  by far the  higheet o f  the ~ e g i o n ,  
u a l i g l ~ t l y  excceding the 1% target. The performances of the f i r s t  
Elcour years of tho current six-year plnn ahon, however, n con- 
' aidarable slnckonlng of the mtc of growth. Thc output of' a producer goods went up by I&.*, thst of consumer goods by 9 .s .  

by tho chcmicnl 
gcnernt ion (leu) , 
glnsa anc? 

up W.5. "L 
in the ovcrfulfllrncnt of tho 

o i l  rose by 3% from 
Othcr physicnl output 

-- flguree f o r  1963 nrc given in the Annex. 

2 3. The lJf$+ t a rge t s  l n c l u ~  a growth of 13: f o r  the 
QPOduction of cap t d  nnd of fop indus t r ia l  consumer gooda. 

 both gowcr gtnorution and chcmical output a r c  t o  incrcnsc 235, 
c;l engineering 1%. food inbustry is, l igh t  industry 546. Thu 
U output of f e r t i l i a c r a  i e  exgecteu t o  be 1.1 million tons in 1964 
3 ( + 2 5 )  and close t r  2 million tons In 1965 (n fur ther  increase of 

mi). 
3 productivi ty ?nd em~loymcnt 
c;l 
n 
3 4. Lnbour productivity was reportcd t o  hnve inzreasud by 6 , i n  1963, the best  nchlevc-ncnt of a l l  countries under rev iew,  but 
, tlmn plnnned. The i rc resse  i n  the Lqbour fo rce  <u?s lo-ger* 
fi t h ~  pl?nned (% a alns t  n 2 .% t a rgc t )  . The plan f igures  f o r  
W productivity i n  19 are 9 .50  fo r  industry nnd 7. ,Tu f o r  building. 
I 

t 

4 5 .   stat^ cap i t a l  inves twnt  continticd t o  account fo r  0 
4 oompnmtively high proportion of nat ional  incomc. The t o t a l  
U volul~r; In 1963 is m i d  t o  have amountod t o  L e i  34.3 b i l l lon(1) .  
W 
n - 

(1) 100 L c i  = o f ' f i c i d  r a t e  $16.66, t ou r i s t  rate $d . 3 j  



on increase of $5 ovcr 1962, agninst growth ratca o f  1% t o  3 5 ;  
i n  rcccnt ycara. I n  atnte capi ta l  invcatmcnt w i l l  to ta l  

w Lei 38.8 b i l l ion ,  An increase of' 1% over 1963. Xe i n  most 
5 other countries 0r the region, Ru&? interne t o  L7stt.n the 
C' complction of works already atartod. Investmcnta w l l l  continur: 

t o  be mainly concentrated on the Galati  i ron and steel combine(1). 
U 

5 ~ i c u l t r r r q  
& 
W 6. The WE6 cstimatcs an increase i n  global ngricultur31 

output' In 1963 of 3 - 5 .  The of f i c in l  f u l f i lmn t  report only g s t ~ t e e  that ,  deeplte \be not very favoureble weather, m e a i s n t i o n  
nnd ngro-technical mcaeums mado it gaaslble t o  obtain n grnin 
output 700,000 t o m  in cXCos8 of tho 1962 harmoat. With n 1962 W 

c;l grain output of 9.8 n i l l ion  .tom, thc 1963 increase i n  gmin 
output would be 7$ over the extremelg poor 1962 resul ts .   he $ docline of bread errtin by 69;r was eoapeneated by a 2 s  increase i n  
tho mizc  crop. Eugnr bcvt output increased 1W. The npplica- 
t ion  of f c r t i l i s e r s  r c g i s t c ~ e d  n record inoreose of 8s, though 
the current rnte  l a  still the l a e a t  in the region, cud e imihr  t o  

E that o r  the Soviet Unlon (1849  kg. per hsctare). 
I 

W 7 .  From tho little tht is known about the targets  IOF 
it o m  be guessed tha t  an inarease or  1s is being envienged. 

3 rn only o t ~ i c i n l  increase f lgure available so f a r  is that  for  the 
c/r! aupply of i e r t i l i s e m  (+XI$). 
3 

Eorcim trnde 

8 8. Though the aensat iaml increaeee i n  ~umnnion foreign . trade (33% i n  1960, 1& i n  1961) seem t o  be a thing of the -at, 
thc rcportcd Increase i n  1963 of 18 still one of the highest 

& of the rcgian. A growth ai a n o t h r  1% i e  glnnned f o r  1964, by 
whcn the volume of Rumanian foreign trnde i e  expected t o  hnve 

0 doubled aincc 1959(2). There w i l l  be a f i r t hc r  subs t -=t in1  

c;l incrcaec i n  the  exports of chemicnle. onginecriw, timber and 
u food produots, anB "producer goode" w i l l  continue t o  rnnk first 

on thc list of Smgorts. 

9. The elgmture of an ngraement with Yu~oslavin i n  
November 1963 on tho  joint construction of the Iron t h t e  hydro- 
e leu t r i c  power and n~vigati0.n system aftor more than thrw ycnra 
or  negotintions, the linking of' the power systems of thu two 
countries, the pan t ing  of credit  f nc i l i t i c a  nnd the settirig u p  
of R joint committee for  economic co-opamtion innugurnted n new 
and important development which w i l l  contribute towards mnking 
RuPlani~ more independent of COUEXON economic co-opcration(3). 
According t o  the n e w  tmdc agreement, Rumnnin's trnde with  the 
Federn1 Republic of Gerrmany l a  t o  Increase 3U$ i n  1964. 

(1) For dctai le ,  ace page 2 5 ,  parngrnph 11 of :.~/127-~/128(~cvised). 
1959 turnover: $1,024 bi l l ion ,  nccording t o  Polish etat ie t ic80 

[ j  A more detailed study of ~uman(n'm pale i n  COYBCON is con- 
t ~ i n e d  i n  AC/09-'W/107/3. 



Tho budsfet 

W - 10. The 1364 budget forecast  provides for r, re7.enue of 6Lei 92,132 b i l l i ~ n ,  nn increase of 1% ovor t?e 1963 r e s u l t s ,  2nd 
H ~ I  a u r p l u ~  of Lei 0.8 b i l l i o n  (against  n su~*plus of ,.6 b i l l i on  i n  
4 1363). f2fknce ex nditures i n  1963 amounted t o  L t i  4.19 b i l l i on ,  
a o r  5.q0 004 the  b u d .  ay w l l l  decrcnse i n  196bto  
51ai & 4.11 bi l l ion .  thus ~ e ~ w a e n t l n g  only 4.F of t k i  budget. 

5 
b 11, With n c ln ime~  rise In r e d  wages i n  1963 of 4.6, i t  
Owould seem na if the  regime had decided t o  do some'king about a 
Whlgher l iv ing stnndrxrd i n  Rumrnnla, which i e  a t  p r e e n t  about the 
c;lloweat of the region. The slgnificnnce of t h i e  f i g ~ r e  ~houlcl, 
zhowever. not be overcstirnntcd, ne it does not includz the income 
Wof the  puneante who reprcscnt 6€$ of the  working pop la t ion  ( the  
Whigbeet a h r e  i n  thc  region). m 
Epconumio reforms 

I 

W 12. Them  re el80 aigna of some n e w  thinking in the r&ime'a 
H3pgroaah t o  economic prablcms, but the comparative brckwardnese snd 
& t h o  m t b r  sa t i s fac tory  p e r f o r m c e  or the country's economy nppenn' 
mnot t o  require ns yet  any economic reform of the kind envisaged or  
mintroduced i n  tho more l n d u s t r i a l i w d  countries of the region. 3 



vl. B V I O , ? P ~  
W 
5 Population: 8.0 arillion 
0 
H 

Area: ~ 1 0 , $ ~  co_.km. 

& 1. A growth r a t e  of 6$ is being claimed f o r  Bulgnrian m t  
Wm&srial product i n  1963, a f igure  which aeems t o  require 80m 
&dmgpnd lng  if  chcckea against the  increase figure cL?imcd for  
5 ~ r f e u l t u r a l  productioh The 1964 ghIt ;;rovidus fo r  EI fur ther  

inarsnse of 6.s. 0 

Z 2, nccoWng t o  the glm fulf i lment  report.  1963 gross 
ln&mtr ln l  prdluct ion roee by 10.m wer 1962 t o  a v d u o  pf 
6 b i l l i o n  ~ o d l ) ,  thus f 'ulfl l l ing the or ig inal  p h n  .md over- 

3 f i l f i 2 1 i n g  the rcviaed targets .  Engineering i e  enid t o  hnve E lncreaaed by 2 0 . 9 ~ ~  fue l  production 1 9 . s .  fcrrous mtAollurgy 19.446. 
1 cc l lu losc  m d  paper 17.1.916, uhomicah 16.w. glass ?LXI chtnn 15.9% 

Wand o l c c t r i c  power -. 
H 
Cr 
53 fn&str ial  prodaction i e  t o  PCmh 
m I*rm 6,655 nn i n o ~ 9 ~ t a ~  of gc%$, The output of honvy 
4 f n d u s t ~ g  will contlnuc t o  tog  the Ilst by an cstimztcd incrcosa 
4 of wer 2#. w i t h  n morlg-doubled pig-iron production -tnd a growth 

rate f o r  iemoua mctcrllurgy o r  44.s. The tnrgct f o r  the chemical r/ iMrutxy 1. 25 .s  uld the output of oincnl iur-tlllsers 1. t o  be 
,doubled. Othoc acctors  w i t h  abooe-avqr5@3 tnrgate include 

building mterials ( 2 3 , s ) .  acl la lose  Rnd papr (M.B) nnd 
& a l e o t r l c  power produtrtion, whieh is t o  mach 8.95 b i l l i o n  kwh, nn 5 inumnae of l*. 

w 
m 4. The o l a l m d  i n c r e a t ~  in productivity of 4.s nae 
8 w i t i 4 l a e a  me h.irin@ been "comidex~bly below" the growth rntes 

of previous yeom. Lnck of labour discipline, an excessive 
3 labour turnover, frequcnt absentedrrm crad tho rseting of 
4 c l e c t r i o i t y  were etnt@d as the  main reason8 fo r  t h i s  "unsntls- 

fnctory" s i tunt ion.  .2 decree of November 1963 provides f o r  
hcnvy pcnsl t ice  f o r  mmnngers who overstaff t h e i r  enterpriecs,  set a , excessively low norme, h l ~ e  workers who l e f t  t h e i r  previoua 

fi Cm~loyment without nuthorisntlon, e t c .  The 1964 p l m  sets 
w increase tnrgate  o r  4.s  f o r  productivity i n  induatry nnd 5.s 

f o r  produot I v i t y  i n  building. 

J 
(1) 100 hVCi = o f f i c i a l  r n t e  $85.1, t o u r i s t  ra tc  $50.0. 



w Tnvcstm~nt 
5 
(2' 5. The Lmgest growth of c s p l t a l  investment of n l l  

coun t r i e s  uncicr r.c.view oecms t o  have been nchievcd i n  Bulgariq. 
whcre an increase  of 17.@ over 1962 hns bacn rope-tad. Invcstnent 

5 continued t o  bc hcyvily conccntrntud on f o u r  major projects :  the  
PI Krenikol- E t w l  works, the Stnm-Zogorn c h ~ m i c a l  combinc, the  
w Maricn-Iztok thermo-elcctf ic  powor s t a t i o n  and the  Burgnn o i l  
& r e f i n e r y ,  which a r e  bcing equipped ond f inanced t o  n lnrgc cxtont 
5 by t h e  Soviet  Union. 
b 
0 6 .  According t o  t f r c  1964 plzm, inves t rknte  n~ t o  decrcase 3 by 7.s.  The report says  t h n t  i n  1964 accumulntion w i l l  reach 

23.a of' nct mntePlnl product,  fis ~ g n i n s t  25-28$ i n  t h e  pa r t .  
P r i o r l t y  w i l l  bo glvcr? t o  the d w e l o p m n t  of engineering. the 
l ight nrd food l n d u s t r i u s ,  and t he  production of c l e s t r l c  power. 8 The plm lurthcrmorc providcs f o r  the comt ruc t fon  of n power 
t r m m f s s i o n  line t o  l i n k  Bulgar la  with the COhEr[ECON e l e c t r i c  

E power grid. 
I 

W 7. After t h e  complcti& of the first c ~ n s t r u c t i o n  stsgc of 
t h o  Kremlkovtd i r o n  m d  steel combine, probably n t  the  end of 1964, 

5: annun1 production f igures  will be as followe ( i n  mi l l ion  tons;  i n  
c/r! bracke t s  t o t a l  Bulgarinn production i n  1962): pig-iron 1 .12  (0.5). 
4 stcel 1.25 (0.4). r o l l e d  steel 1.0 (0.3). Rfter the second con- 
4 s t r u c t i o n  s tago ,  t h e  output w i l l  be  t r i p l e d .  
0 8 Lprioulture 
\ 

W 8. Thc severe  winter aM drought rere again a d e  responsible 
& f o r  t h e  non-fulfilment o f  the ambitious 1% lncrceae t a r g e t  f o r  
5 n g r i c u l t u r n l  production i n  1963. The of ' f icial  es t imate  is .m 

increnee of 0.G over 1962, n very u n s n t i s f ~ c t o r y  r e s u l t  f o r  n 
0 pr imar i ly  n g r ~ r i n n  country which has f n i t h f W l y  hi tn ted  a l l  

o rgan iza t iona l  mcasures o f  thr Soviet  Union without the  cxpeoted 5: ~ c ~ u l t e ,  Thc nhmt, production m s  reduccd by 1%. bu t ,  thnnks 
3 t o  n 1% increnae I n  t h e  maize crop, t o t a l  gra in  productioll 

remninc'h a t  about t h e  1962 l c v e l ;  t h e  beet crop was r epor t td  to 
0 hnvc beon l3.B mp on 1962. C a t t l e  hordo seem t o  h v r :  doclincd 3 fbrthcr, but  the  number of' pigs md chap continued t o  grow. 
n 
3 9. The t n r g e t  f o r 2  6 i s  8.6); .ad grnirl output is if-8 ateci t o  incr-se by 42 , W t u ~ ~  o v u ~ .  I U I  mrf 'vc a1t.d output i n  

(productlon i n  1962 wrm 4.45 rnil l ion t m s ) ,  218 t1lous:inrl t c . n d ,  

fi OF j& more C e r t i l l ~ e r e  w i l l  be given t o  ngr icu l ture  ( t x y c c t e l l  o m  
3 production i n  1964: 190 thousrmd t u n s )  anrl invest wr nts 11, ngri-  
k cu1tul.t: w i l l  mount  t o  Levn 360.5 mi l l ion ,  Highcr y r i c c s  w i l l  be 
5: i n t r ~ d u c e a  f o r  tobncco <and potatoes ,  toge the r  with new incc r~ t ivc  
rA measure8 t o  promote production on ind iv idua l  plot&.  
4 
4 
0 
W n 



1,s i n  1962, B u l j p r i , n n  foreign trnde turnover hncl t h e  
hlgh-.t;t growth r s t c  of the region (+U%) r~orta 1 ~ r c r u ~ r c d  
only half' ns quickly  ns imports ( 8 . S  - 
ace T a b l e  VI). The v l s l b l e  trade de f io l t  rcae from $12 million 
i n  1962 t o  $77 million i n  1963. In  1964, exports ere t o  ipcrense 
by 7.- - the export of machinery and equipment alone by l@ - and 
imports by 3.B. 

11. I n  1963, 82.s of Bulgaria'@ foreign trade was exchnxed 
w i t h  Communist c o u n t _ r l ~ ~ ,  ond the Soviet Union continnes t o  be v- BulgnTi% s m ~ ~ p o r & n t  trading partner.  In n long-term 
agreement signed Fn J:nunry 1964, tho  Soviet Union h a  g n n t c d  
Bulgnrin n l o w  of 300 .Pillion roubles i n  the form of' equipment 

technicnl support f o r  the  completion of the projecta mentioned 
i n  parngrnph 5 above(1). 

12. The most i n t e r e ~ t i n g  developmcnt in  t m d e  policy seems 
t o  be Rulgnriri's new ottit11d4? vie-5-via We8te-w countrloa. The 
setting Up of a sgeoial foreign bear& in Sofin nnd trade 
ngreamenta show t h n t  the  necessity t o  import technology and 
FooA~tulfs  rrom the Weat h v e  convinced the  r6gime of the 
advantoyea of expndlng trade re la t ions  outside the  Communist 
m a .  Trnde exahnngce with I t a l y  w i l l  be nearly t r ip led ;  a 
three-year t rade  agreement with the  Federal Republic of Ocrmnny, 
Bulgnrin'e p r i n c l p d  Hcatern t rade  par tner  f o r  years, provides 
fop a docubling of future exchangca; trade with Turkcy is 
expected t o  incrense by m; a ~ S t i t u t i o n  ngrtemnt was signed 
with the United States;  negotiat ions with Greece s tn r tcd  i n  
A p r i l  19'54 after protmcted prapnratiom. 

13, Trnde re la t ions  w i t h  d e v c l o ~ i n a  GO n t r l e s  nre a180 
improving. C r e d l t s  hove bem txteMed t o  *?&in ($6.5 million) 
and Tunisin: t rade with India is t o  increase by 4@! i n  1964 m d  

ouriem is being stepped up ,md might prove t o  bc on 14. L ,  
bmport,mt aource of convertible currencies. According t o  a 
Wastern estimate 20?000-30,000 Western tou r l e t s  paid about 
$5 million i n  1 d 2 ,  a f igu re  which i e  bellcvcd t o  hnve been 
~ 0 ~ 1 d o i ' ~ b l y  suqmeseb i n  1963, A t c u r i s t  ra te  of e x c h x e  wne 
recently introduced, reducing the v ~ l u e  of+ the Leva by 70s. and 
the governnent seems t o  be wi l l ing t o  grrst tive-ycnr credi ts  of 
up t o  $500 t o  c i t i zens  rho want t o  le t  rooms t o  touriate .  

(1) I ~ c c o r a n g  t o  Radio Sofln of 18th February, 1964, Bulgfir l  1 h?n 
rcceived from 1947 t o  1963 Soviet long-tern loans total:  in& 
R o u b l e s  1,200 million, or    bout one-third of sll s t a t e  
cap i t a l  invest=nt. 



15. Thc: rcvcnue of the Bulgarian s t a t e  budget i a  t o  deo-e lse 

by ?.bout 1w. from Leva 3,257 mi l l ion  i n  1963 t o  Levn 2 , 9 j e - ~ i l l ? o n  
i n  1564. The ofCic in l  explnnntion hor t h e  decrease is t tmt 
fro13 1St  J m u n r y ,  1364. thu budget would only U C C G U ~ ~  f o r  "the 
dif f eroncts  betwaen inconu. nnd expenditure" of  f o r e i r n  t rode 
enterprisc.s ,  nnd nppnrcntly no longer  f o r  t h e i r  t o t ? i  turnover. 

arc t o  be reduced by 12.39 - fro3 
n 1963 To ?iem'I!6WIBPllion (about * of the  

budget It has  bccn repor ted  that 3 reduction i n  thc e izc  of 
tho army was under cons 'derat ion for eoononlc reasonu. 

15. Bulg2rian lcnder8 admitted t h a t  l l - ~ i n g  standnrcts of the  
populntion d i d  not incrcnsc much, if n t  a l l ,  i n  1963. Thuy 
si~owcd, howevcr, g rea t  cngernoss i n  NLnouming i n c r e ~ s t ,  or  FO i n  
r(;a1 W O ~ C B  3nd 7.9$ in consumption f o r  1964. Thc discontent  of 
t h t  popu ln t io i~  secns t o  bc incrcaning,  and t he  r&l;i~;r~ c=i 
nppn:wntly no l o n g ~ r  d is regard  thei r  requirumtnts t o  the snmc 
extent RB i n  the pnst. 

gconomlc rcf o r m  

16. As i n  Rumanin, ?ad more o r  less f o r  the  enre rensons. 
mnjor economic reforms do not  eeem t o  be contemglntc3 i n  B u l y ? r i ?  
for t h e  time bcing. The i ncen t ives  f o r  f a rx r s  d is - r iLe3  i n  
pnragmph 9 clbovo i n d l c s t e ,  however, n somwhut ltss r i f f i d  
a t t i tude.  Though the  regime will also i n  the  f u t u r c  c!c~:ir.l 
henvi ly  on Sov1c.t nss i s tance  f o r  i ts  economic devclo:me!~t, tht:  
n o w  t r a d e  pol icy  townrds , ies tcrn c o r n t r i c e  (see para-.grnph 11 ?bow) 
might eventua l ly  r e s u l t  in  an n t  tenuat ion  of t h i s  ckpnil t inc y . 
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Rntc of incroasc in $ of previour: year 

Soviet Zone o r  
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Ocrzlmy 
Czechoslovakia 

R u n n i  a I 6.4 

M U ~ W ' Y  

Bugat-1 n 

l b a u a  , 11.2 7.2 

Total Ensturn 
I;urapo 1 1 . 0  9.3 



2L&%.€u 

Rotu of' increase In % of previous year 

1 964 
plen 



'&,g&u 
w-(l ) 

Rato of increase as 98 o f  prcvlous y t a r  



s 
c;l 
n 
5 
a 

I 

n 
W 
G 
53 1 htiourte by the bonolnice Directorate. 
4 
c;l 
U 
W n 



DECLASSIFIED - PUBLIC DISCLOSURE 1 DECLASSIFIE - MISE EN LECTURE PUBLIQtIE 

TABLE v& 
g'0REIQN TRADE 

Percentage increasee over previous year 
Values (in ourrent prices) of total erports and iworts 
Visible tmde balance 

i 1 P lbania 
I 



* E s t b ~ n t e s  by the Economioa Directorate according t o  1962 results. W 
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* Estimates by the Ecorlomice Directorate according to 1962 results. 


