
Attached is the revised version of AC/127-W/421 , 
which takes t;ccount of the  varioils comments and amendments 
f r o a  the German,Unitl;?d Kingdom a d  the United States Relegations. 

2. Unleos furtller cominents are forthcoming by ? 5th April, 
it is proposed to submit this docurllent to the Corncil. 

(Signed) J. BILLY 

This document includes: l Annex 

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



-2- AC (127-?@/421 (Revised), 

BULGARIA:  ECONOMIC REVIEW 1975" 974 

Draft  Report  by  the  Economic  Committee 

INTRODUCTORY  COPIPIENT 

1. Any  economic  evaluation of  Bulgaria  must  take  account 
of  the".fac+-.that  the  country's  close  ties  with  the  Soviet  Union 
constitute  the  basis and guiding  precept  of  its  policies  in  all 
spheres,  military,  political and economic, As soon as a 
conflict of interests  with  Moscow  threatens,  Bulgaria's own 
interests  must  take  second  place. I .  

2. Bulgaria  itself  regards  its  bilateral  relations  with 
the  Soviet  Union as a kind of' special  relationship  within  the 
Warsaw  Pact and COMECON. Of all  CONECON  countries  Bulgaria 
appears t o  have  the  least  reservations  with  regard to Soviet 
aspirations  for  hegemony.  This  attitude  probably .has its  roots 
in historical  factors (e.g. the  liberation of Bulgaria  from 
Turkish  rule in 1878 by  the  Russians), as well  as  in  the  ethnic 
and  linguistic  background.  It  is e.g, noteworthy  that  some 
12,000 Bulgarian  workers  are  currently  in  the  USSR - primarily 
in the  lumber  and  pulp  industry - at a time  when  the  Bulgarian L_ 

economy  continues  to  suffer  from a labour  shortage, Ln any 
case there are signs  that  the  Bulgarian  public does not 
disapprove  its  country's close ties with  the  Soviet Union. 

3. The  current  five-year plan period  (1971-1975),  as 
with  previous  plans;  again  reflects  the  fundamental  economic 
dominance of the  Soviet  Union.  Although  this  situation  is 
mainly  politically  rooted,  it  should  be  noted  that  to a large 
extent,  it  remains  an  economic  necessity.  Bulgaria  needs 
credits, and the  Soviet  Union  is  willing  to  grant  them: 
Bulgaria  needs  equipment and the USSR has been  ready  to  supply 
it  together  with  specialists  and  technical  documentation. 
Additionally,  .Bulgaria hasp hitherto,  had  relatively  little . 
to  sell  in  exchange,  but  the  USSR  appears  willing  to  take 
anything  that  is  offered,  particularly food products  and 
consumer  goods. 

4 .  The  Soviet  market  remains  the  safest  customer  for 
the  still  unattractive  products of Bulgarim industry, and 
conversely,  the  natural  riches  of  the  USSR are the  indispensable 
source  supplying  Bulgaria's  ever  growing  need  €or  power and 
raw  materials. 

N A T O  C O N F T n E N T I A L  
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5. Contrasted w i . t h  the  period 1961-1965, Bulgarian 
:onomic growth re f lec ted  an overal l  economic upturn  during 
366-1  970, During the  lat ter  period,  hovever,   the  country's  
xte of industrial   production showed a fur ther   decl ine,  
wal le l ing  the  t rend between 1961-1966. This was par t ly  due 
1 the  slow progress made i n  implementing labour  extensive 
> l i c i e s  - the manpower shortage i s  acute i n  Bulgaria - and 
w t l y  t o  inadequate  investment  capital. Although there  has 
?en much said on economic reform,  the  various  experiments with 
?cent ra l i sa t ion  and decentral isat ion have f a i l e d   t o  show 
I t i s f ac to ry   r e su l t s  i n  the growth figures;   indeed,  overall  
lowth in 1972 proved t o  be weak and l a rge ly  below expectations, 
ren taking  into  account  the downward revised  targets  o f  the 
lrrent  five-year  plan.  Bulgaria's  trade with the  West d id  
>t become s igni f icant  until t h e   l a t e  1950s. This share peaked 
1 1966, a f t e r  which it regressed,  al though  total  volume has 
Id  w i l l  continue  to  increase. 

6. Bulgaria's economy during 1973,. by cont ras t ,  appeared 
) have one of the  highest  growth r a t e s  within COMECOM, the 
i t ional  income r i s i n g  by an estimated 8 %. Factors  contributing 
) this upturn  include  increased  investment and wage hikes, 
trformance slackened in   ag r i cu l tu re  and, on a l e s se r   s ca l e ,   i n  
mstruction;  nevertheless, as a whole, the  economy  met o r  
trpassed  planned r a t e s  of  growth. A key  problem area remains 
le chronic  labour  shortage,  affecting a l l  branches o f  the 
:onomy, and especially  the  agricultural   sector,   al though low 
lbour productivity remains a l s o  of  great  concern  to  the 
igime (see paragraph 8), Clearly,  Bulgaria w i l l  pursue i ts  
t tegrat ion  pol ic ies  with the USSR and C O M X O N  - t h e   l a t t e r  
.ready  claims some 80% of Bulgaria*.s  trade,  but it i s  l i k e l y  
Lat trade with the West w i l l  progress as Bulgaria  seeks aid 
td equipment outside COMECON not   avai lable  from i ts  Eastern 
tr tners.   Finally,   Bulgaria  appears  to have suffered less 
 an other East Zuropean countries  through the energy c r i s i s .  
wertheless,  some shortages have occurred, p e t r o l  p r ices  have 
lared, and 1974 was declared by the  Central  Committee as the 
'ear .of m a x i m u m  economy of  fuels , .  power. and .raw .materials".. . .  

7. The planning data f o r  1974 show that   Bulgar ia 's   leaders  
,ped f o r  the  continuing dynamic growth of 1973. The plan 
r g e t s  - apart  from an ant ic ipated  real  income boost of  only 
; - were a l l  higher  than  the growth ra tes   reached   in  1973'. The 
. rget  was f o r  an 11% increase  in   gross   industr ia l   output  which 
u ld  have required an increase  in  labour productivity of a t  
a s t  9% and investments of around 13%. Agricultural  output was 

t e r i a l  product. With i t s  table   pr ice   levels   ensured,   the  
grow by 5%, and a t  l e a s t  a 10% growth was planned fo r   t he   ne t  
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retail  trade  turnover  was planned to  continue  its  growth  at 
last  year's  pace,  i.e. 8.5% while  the  planned  growth  rate of  
trade  with  the  Communist  bloc  was  around 17% (1 973: +12.7%) 
However,  data  released  for 1974 intimate  that in 1974 at  least 
national  income,  industrial  production,  capital  investment and 
probably  labour  productivity  were  below  plan. 

8. During 1973 and into 1974, the  Bulgarian  economy 
conkinued.,to  receive  the  usual  high  degree  of  attention  from 
the Party leadership.  The  State Comcil produced one of  the 
most  sharply  critical  documents  issued  in  recent  times  on 
violations of the  rules'governing  reporting on economic 
activities, and outlined~measures t o  be taken  to  ensure 
discipline  in  the  economy..  In  May 1974, a joint  Party  and 
state  document  was  issued  setting  forth  basic  principles  for 
non-material  incentives.  The  document  dealt  with  methods to 
be utilized  in  order  to  secure  greater  productivity  from  the 
labour  force  in  al1  sectors. To achieve  greater  flexibility 
in  economic  organization,  new  regulations  were  issued  in 
April 1974 permitting a much  wider  variety of state  economic 
.organizatipns.  Nevertheless,  stricter  control  and  greater 
discipline  in  the  economic  sector  will  probably  characterise 
1975 without,  however, any guarantee  that  this  will  really 
contribute  to  improving  labour  productivity - the  main concern 
of  the  Bulgarian  Communist  Party's  national  conference  held  in 
March 1974. This  goal,  as  Zhivkov  indeed  intirnated,  will 
probably  only be reached  by  economic  measures  more.  far-'reaching 
than  those  suggested  by  the  above-mentioned  Party-state 
document . 

9. After  relatively  modest  targets and achievements  in 
1971 and 1972, the 1973 plan targets  were  rather  more  ambitious. 
This  seemed  even  more so for 1974. Evidently,  the aim for 1974 
was  to  make  up for what  was  lost  in  the  first  years of the  plan, 
t'lus preparing.  the  way ,for ag.gregate  fulfilment  in. ,3975. It is. 
uncertain  whether  this  aim  will  now be achieved  (see  Annex). 

IO. A comparison  of  the  original 1974 plan  figures with 
the  actual  reported  achievements  indicates  that  the  national 
income,  industrial  production,  capital  investment  and  probably 
labour  productivity  were  below  target.  Nevertheless,  reported 
increases  for 1974 of 7.5% in  national  income, 8.5% in 
industrial  production and 5% in  per  ce.pita  real  income  are 
respectable  accomplishments,  indicating  substantial  progress 
during  the  year,  Agriculture,  however,  suffered a severe 
setback from the  drought  (see  Annex). 

N A T O -  C O N F I D E N T I A L  
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Outlook 

the  final  plan  year,  might seem more  hopeful. It is  interesting 
to  note  that  the  1975  plan  figures  more  closely  coincide  with 
the 1974 actual  .achievements  than  the  unrealistic 1974. plan, 
Nevertheless,  it is too  early  to  state  whether  the  1971-1975 
plan  target  for  industrial  growth  will be met.  The  increase 
required  in 1975 would be about 9.4%: the  annual  plan 
anticipates an upturn  of  only  around 8% in 197.5. However 
it  seems  highly  unlikely  that  five-year p lan  targets  for 
overall  economic  growth will be attained,  as  expressed in terms 
of national  income  increases. One reason  for this is  the  poor 
agricultural  performance.  While  details on losses  caused  by 
the 1974 agricultural  drought are not  available,  it  is  becoming 
increasingly  clear  that  these  losses  were  severe.  The  shortfall 
in grain  alone is  assessed at 1 to 1.5 million  tons.  Part  of 
the  justification  offered  for  the 9.356 increase  proposed  in  the 
1975  plan  is  that  the 1974 base  will  be even lower  .than  that 
for  1973 so that  normal  moisture  during 1975 would  of  itself 
contribute  substantially  to  the  increase,  However, 
precipitation so far  during  the  winter  does  not  suggest a very 
encouraging  1975  season. 

of current plan targets  remains  increased  labour  productivity. 
The  appropriate  consequences  appear  to  have  been  drawn  in  the 
1974 plan ( p l m e d  growth  rate of 9%) after some degree of 
success  was  reached in this  sector  during  1973 (+8%) , 

11. In  the  light  of  this  situation,  the  outlook  for  1975, 

' 12, Ultimately, a key  factor  in  the  successful  implementation 

13. Efforts  to  achieve  improved  labour  morale and 
discipline, a controlled  inflow  of  workers i n t o  industry  and 
wage  hikes  as an incentive  for  extra  effort  had  some  impact 
during 1973. Nevertheless an additional  prerequisite  for 
further  improvement of labour  productivity  would  appear  to be 
larger  imports of high quality investsent  goods  from  the  West 
than  planned  since COMECON appears  unable  to  satisfy  Bulgaria's 
growi.ng  import  requirements. . , . . .  . ' .  . 

of COMECOM countries.  Although  direct  foreign  investment  is  not 
allowed  in  Bulgaria,  it  does  wish  to  expand  foreign  relations 
and  has  enacted  various  decrees  and  regulations  which  provide 
for  increased  economic  co-operation  with  foreign  firms,  for 
example,  licensing and joint  production  arrangements,  Presumably 
the  régime  wishes  to  preserve  and  stretch  hard  currency  reserves 
by  repayment  from  production, Of course,  it i s  not  merely  lack 
of hard  currency  reserves  which  make  Bulgaria  seek  joint 
production  accords,  but also i t s  inability to generate  acceptable 
exports  to  pay  for  imports.  These  accords  often  have  the 

14. Externally  Bulgaria  remains  one of the  most  conservative 
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inbuilt  advantage of easy  access  to  Vestern  markets  for  the 
resultant  products  of  the  joint  venture. To hasten  the 
evolution  of  its  domestic  economy,  Bulgaria  prefers  to  purchase 
complete  manufacturing  processes  rather  than  the  products 
themselves.  It  is  also  interested  in  exploring  the  feasibility 
of third  country  join%  co-operative  ventures. 
., - - 15, Finally  it  should be' remembered  that  no  other coktry 
within COMECON has  such a high  foreign  trade  dependence  on  the 
USSR, and that  ultimately  Moscow  continues  to  play a dominating 
r6le  in  every  aspect  of  Bulgarian  economic  development.,  While 
on  paper  the  USSR  will  permit COMECON as  an  institution  to 
direct  Bulgaria's  further  economic  evolution,  Sofia  will  almost 
certainly  attempt to achieve  integration  as  fast  as  possible 
under  Soviet  directions,  and  thus  serve  as  the"ongoing  model 
of an ideal  socialist  state  in  Eastern  kxrope. 

MAIN REPORT 

16. Any consideration  of  the  Bulgarian  economic  situation 
is complicated  first,  by  the  inavailability,  questionable 
quality and general  unreliability of statistics and other 
information,  and,  second,  by  the  tyranny of the  five-year, 
annual  and  supplementary  plans,  Plans  are  expected  to be 
rigidly  adhered  to  in all sectors  and  it  is  in  the  name of 
meeting  plan  objectives  that Ministries and enterprises  juggle 
figures and make  economically  unjustifiable  and  inexplicable 
decisions,  Despite  these  factors  it  is  possible to make a- 
number of observations  about  the  present  economic  situation 
in  Bulgaria. 

17, Although  plan  figures for the  present  sixth  five-year 
plan  indicate a flatter  growth  -curve  for  the  economy  in  general 
and for  industry  in  particular,  in 1973 Bulgaria  met  or 
surpassed.planned.performance levels  in  the  bulk of.the.key 
economic  sectors,  agriculture  exoepted.  National  income  as a 
whole  showed  an  estimated  upturn  of 8% over 1972, led  by 
industrial  output  which  increased  by 10.6%. By oontrast,  the 
reported a ricultural  production  upswing  was 3%, well  below  the 
planned 7. f % boost,  this  in  spite of the  second  best  wheat 
harvest  on  record. 

18. The  plan  adopted  in  December 1973 by  the  Council of 
Ministers f o r  1974 appeared more ambitious  than  for 1973. It 
calls for a ?O% boost  in  national  income, 11% in  industrial 
production, 9.5% in  labour  roductivity and 13% in  industrial 
service-s  (.see  Annex  for 197 z results).  The  plan for the  farm 
sector  was  fixed,  however,  at 5%; reflecting  the  ongoing 
problems  encountered  in  agriculture,  due  partially  to  labour 
ahortages,  an  inadequate  investment  level, and the  usual 
relative  neglect  compared  with  the  industrial  sector. In fact, 
faxm output  was  even  below  that of ,1973 (see  paragraph 10 and 
Annex) * 
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C/I 27-!lrP/421 (Revised) “ f  - 
9% of the 4.5 billion  leva(1)  slated  for  capital  investment in 
ulgaria  during 1974. Despite  the  statistically  impressive 
alns,  Bulgarian  industry st i l l  has  considerable  problems  to 
esolve:  these  include  the  perennial  labour  shortages,  obsolete 
lant and equipment,  unused  production  capacity,  uncertain 
magement, etc.  In  other  words,  Bulgaria  certainly  has its 
air  share of those  problems  generally.  characteristic of 
ocialist  economi,es.  Nevertheless,  and,  taking  into  acco-ünt 
evised  five-year plan  targets,  the  overall  picture f o r  1973 
as of improved  growth  over 1972 - except  for  agriculture, 
ith 1974 planned  to be even  more  ambitious.  The 1973 breakdown 
ooked as follows: 

19. Investments in the  industrial  sector  will  total  roughly 

National  Income : up 8% compared  with an estimated 7% 
for both 1972 and 1971. 

Industrial  Output: up 10.6% compared  with 8.3% (1972) and 
0.9% (1971). 

Agriculture: 

Foreign  Trade: 

Real  per  capita 
fncome of the 
=tion: 

5 
20. One  salient 

with 4.8% (1972) and 

compared  with l l .4% 
(1971 1. 

reason  for  the  below-plan  figures  in 1973 
tnd 1974 (see Annex) has  been  the  problem of implementing  labour 
!xtensive p o l i c i e s  because of the manpower shortage,  Although 
the  labour  situation  in  the  industrial  sector is more  favourable 
than in  other  sectors,  the overa l l  manpower figures  reflect a 
iownward trend:  in  the  previous.  planning  period  the.nwnber of 
sorkers ar,d employees i n  the-economy  increased by an average 
If only 1%. During the  present plan period an even  smaller 
increase is anticipated (0.8% to 1% annually). A continuation 
)f this  trend  will  almost  certainly  adversely  affect  Bulgariafs 
mdustrial  development  in the  next  plan session. This  raises 
serious problems  as  Bulgaria  strives to create an economy  based 
m increasing  specialization and the  introduction of modern 
technology and planning  techniques. 

(l j Official  exchange  rate $1 = leva 0,97 

N A T O  C O N F I D E N T I A L  
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21. The  problem of labour  shortages  is so acute  that a 
recent'  National  Party  Conference  was  devoted  solely  to methods.of. 
increasing  labour  productivity.  Aside  from  bonuses and appeals 
for a greater  work  effort,  the  need  for  wider  utilization  of 
up-to-date  labour,,saving  machinery  and  equipment  has  gained 
increasing  recognition,  and  Bulgaria will doubtless look in  part' 
to  the  West  in  future  to  supply  such  equipment (see Foreign 
Trade) . , 
from 25.2 to 15.9 per 1,000 inhabitants, and is likely t o  
decrease  further  to  around 15.4 by the  end of .1974,. If the. 
present  trend  continues, a birth  rate of about 14 per 1,000 
inhabitants  can  be  expected.  by 'i990. Comprehensive  measures 
to counter  this  trend  by  granting  family  allowances  and  bonuses 
for  larger  families  have.'no+,  shown  any  perceptible success 
hitherto.  The  present  population  totals  around 8.6 million. 

22. Between 1950-1972, the Bulgarian birth  rate  decreased . 

-vestment and Wages 

23. In 1973, gross cmital investment  reportedly  showed 
a 9.76 increase over 1972. Taking  into  account  inflationary 
price developments  in  the  West and continuing  inefficiency  in 
the  Bulgarian  investment  sector,  it  must be assumed  however  that 
targets  were  only  partially  met,  This  assumption  derfoes 
especially  from the 1974 official  report  which  criticises 
lagging  construction  projects:  Itthe  construction  programme  as 
a whole  remains  unfulfilledf1.  Projects  completed  during 1973 
were  said  to  be  worth 3,700 million  leva, a figure  which 
indicates  that  the  volume  of  incompleted  projects  has  increased. 

24. Information  suggests  that  despite  continuing  heavy 
investment  in 1973, some  projects  even  considered  essential 
could not.be put  into  operation. For example,  the  Devnya 
industrial  complex  near  Varna,  which  when  completed  will be 
one of the  largest  producers..of  soda ash.in.the world,  operates 
currently  at a very  reduced  level  due  partly  to  construction 
bottlenecks and labour  shortages.  The  Bulgarian  construction 
industry  must  compete f o r  the  limited  manpower  available  along 
with  the  farming  sector. It is also  frustrated  by  poor  planning 
and  preliminary  arrangements,  inadequate  co-ordination among 
the  Ministries,  economic  organizations and district  people's 
councils  involved, and sub-standard  building  materials.  Housing 
construction  also  fell  considerably  short of planned  goals  in 
certain  districts  during 1973 and the  estimated  construction 
shortfall  for 1974 i s  assessed  at 54,000 housing  units. 
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25. The figures  given by the  report  f o r  l iving  standards 
'e on the  whole pos i t ive  and r e f l e c t   t h e   f a c t   t h a t  1973 was the 
!ar when  many o f  the  provisions o f  the December 1972 Central 
bmmittee  Plenum were implemented. Nominal  wages were sa id   t o  
we increased by 3.8% and r ea l  income by 7.9%, exceeding the 
.armed upturn  of 6,596, although it might be more r e a l i s t i c  t o  
. aha te  the   r ea l   pe r   cap i t a   i nc rease   i n  income a t  about 5% 
!spi te   the  upturn  in   the minimum  wage. Savings r e f l ec t   ' t he  
lme type of growth a s   f o r  nominal income. Reta i l  goods 
rnover was apparently  over-fulfilled  during 1973. An increase 
' 8.6% a t  comparable pr ices  was reported compared with the 
anned 7.4%. 

26. During the current  five-year plan period,  e f f o r t s  are 
ing made to  incorporate  overall  price  formation.and  planning 
,to  the  central  %ormativeft system. It i s  also  intended t o  
,ke addi t ional  changes in   fac tory   p r ices .  The goal of Bulgarian 
onomists to   adjust   nat ional   pr ices   to   those  prevalent  on the 
, ternat ional  market would appear t o  contradict   . the promised goal 
price  stabil i ty  during  the  current  planning  period.  Price 

duct ions  in  1973 f o r  various consumer goods w i l l  probably .be 
f s e t  by price  hikes on goods coming within the tlluxuryll 
tegory 

27. Finally,  economic  problems  which  must  de assumed as  
r e s u l t  of serious  discrepancies i n  of f ic ia l  data on Bulgaria's 
onomic development tend t o  be confirmed by data, .contained  in 
e o f f i c i a l   p r e s s   r e l a t i n g  t o  the  second half  of..A973. Criticism 
frequent,. f o r  example, o f  poor  labour  morale and d isc ip l ine  
well as of  i r regular ,  and in  general ,   unsatisfactory 

rformance of' i ndus t r i a l  plans. In  order t o  boost morale  and, 
ncurrent ly ,   product ivi ty ,   ear ly   in  1973 the  Government 
troduced  several  reforms  directed a t  improving the  standard 
l i v ing  o f  workers which included pay increases,  a gradual 

duction i n  the working week t o  five days and an extension of 
a l t h  and wel fare   fac i l i t i es .  In  1974.incomes  rose on the 
erage of S%, making t h e .  average  annual income 1 , 145 leva 
1 , l ? O )  and it i s  proposed t h a t  t h i s  f igure  be increased- by 
fur ther  4.3% i n  1975. Additionally, i n   p a r t  t o  meet the 
nflation.  factor",  higher o ld  age pensions  are  being  introduced 
am June 1974 together with a revis ion of  pensions  paid t o  
rkers and employees u n t i l  1970. It i s  also  planned that  by 
B end of 1975  only  farmers,  teachers,  medical  workers and 
r ta in  tradesmen w i l l  be  working more than a f ive  day week. 
the  same time, the Government announced the repea2  of  the 

Licy of exporting  better  quali ty*.foods and consumer  goods a t  
2 expense  of the  domestic market.  Reports from Sofia, 
vever, suggest  that  there  continues t o  be few q u a l i t y   f r u i t s  
I vegetables  available and that the   qua l i ty  o f  other consumer 
Ids has not  noticeably  r isen.  
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Industry 

29. The direct ives   for   the  current   f ive-year  p lan  aim a t  
developing  those  industrial   sectors  in  particular which w i l l  
a l low technical standards t o  . r i se  most quickly and guarantee 
output of  s u f f i c i e n t   q u a l i t y   t o  prove  competitive on world 
markets. The domestic raw material  base i s  t o  be  widened (see 
Energy) with the main stress  being  given t o  development of  
the  mineral o i l  industry,  chemical and rubber  industries and 
the  metal working sector. 

30. The r e s u l t s  f o r  1973  suggest that  Bulgaria  succeeded 
in  achieving a more rapid expansion by boosting  national income 
( N W )  by 8%. The leading  r81e  in this development was held 
by gross  industrial   production with an increase o f  10.6%  over 
1972, a percentage las t  reached i n  1967. The largest   increase 
18.6%, was reported by the machine building  sector (plan: 20%) 
whereas the chemical  industry with 11 .l 96 seriously lagged behind 
the  plan  target  of 22%. Off ic ia l  data a t t r i b u t e  230% of  the 
r i s e   i n  gross indus t r ia l   p roduct ion   to  an upturn i n  labour 
productivity (+8% over  1972). 

31. I t  seems l ike ly ,  however, that  an equally i f  not 
more important  contributory  factor was played by s t ruc tu ra l  
sectorial   adjustments,  e.g. greater  encouragement of energy 
production and of heavy industry.   In   addi t ion,   industr ia l  
growth was posit ively  influenced by a substantially  increas.ed.  . , 

investment.  Nevertheless,  industrial  output  figures  in 1974 
were below plan with +8.5% (plan +Il%). This may be p a r t l y  
a t t r ibu ted  t o  price  increases  in  the  investment  sector; .but 
also cer ta in ly  t o  the drop in   labour   product ivi ty  (+6% instead 
of  the  targeted +9.5%). 

32. Not much has been  reported i n  1973 and 1974 on the 
impact of the programme announced i n  December 1972 by Zhivkov to 
introduce a dramatic  increase  in  the minimum  wage (see 
paragraph 25) and a s e r i e s  of other  benefits   for the low paid, 
However, it i s  known t h a t  e f f o r t s  have  been made t o  improve the 
ava i l ab i l i t y  of foodstuffs,  especial-ly f i sh ,  meat and eggs, 
and t o  boos t  the  output of  durables.   In  addition  to  the 
underlying need f o r  a rev i ta l i sed   indus t r ia l   ou tput  on a more 
than  t ransient  basis via  increased  material   incentive,  some 
observers  see  the move as Bulgariats  belated  response t o  the 
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?olish  riots of  December 1970 which-started  the  trend  towards 
3 new look  for  workers'  wages  throughout  Eastern  Europe. It 
las  also  been  seen  as an attempt  to  close  the gap of  living 
standards  between  Bulgaria  and  its  more  developed COMECON 
?artners  such  as  the GDR, Poland and Czechoslovakia. 

lgriculture 

. . 3 3 .  Bulgaria's  agricultural  sector  continues  to grow at 
m unsatisfactory  pace,  reflected  by  the  November 1973 p l e m  
m agricultural  output and the  subsequent  high,level  personnel 
;hanges  in  the  Ministry of Agriculture.  The  amalgamation of the 
zountry's  farm  sector  into less than 170 units  has  reportedly 
:rested sone  degree of socio-economic  dislocation,  resulting 
In  continued  shortfalls  in  meat m d  dairy  production. 

34. T h e  most acute  problem  area, however, remains the 
critical  shortage of agricultural  workers,  reflected  yet  again 
in 1973 by  the  incomplete  harvest  gathering and the  poorly 
co-ordinated  distribution of fruit and vegetables  in  the 
domestic  market. 

36. Although  efforts  have  been  made to enlarge  the  usable 
agricultural  area end to  increase  hectare  yields; 1974 crop 
results will hardly exceed the Level of 1973. Also, the  results 
of the  first  half  year in stock-farming  should  by  no  means be 
spectacular,  .Thesefore, on. the .whole, . a n  increase:  in  gross 
agricultural  production of 296 to 2.5% (plan: + 5.4%) was expected 
for 1974. The S rious  drought in 1974 has  even  endangered  this 
forecast (.mexe. 

37. Bulgariats  response  hitherto has been towards 
additional  mechanisation,  modernisation of its  agro-industrial 
complexes,  higher  output of fertilizers and measures  to  boost 
productivity.  The  programme  to  achieve  total  integration of 
agricultural  units with industrial  enterprises  (already 
operative in the  sugar  industry) is also being  implemented, 

. .  

N A T O  C O N F I D E N T I A L  
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38. Peasants are being  given  larger  plots on which t o  
grow vegetables, and considerable encouragement i s  being  given 
f o r  them t o  ra ise   l ivestock  pr ivately,   Increased  fer t i l izer  
Output has been f rus t ra ted ,  however, by the world-wide shortages 
i n  phosphates and potash which  have affected  Bulgaria also, 

Defence . -._+ 

39. In  general  terms,  Bulgaria has a far-reaching dependence 
mi l i t a r i l y  on the  Soviet  Union. It has no armaments industry of  
i t s  own, i ts  armed forces  b.eing eguipped entirely  with,weaponry , 

and equipment from the USSR, Again, the  Bulgarian navy i s  
v i r tua l ly   in te   ra ted   in to   the   Sovie t  navy i n   t h e  Black Sea. 
Start ing i n  19 g 8 ,  the  Bulgarian armed forces   in i t ia ted  a 
modernisation programme? with  extensive  purchases.of more 
sophisticated equipment  beginning i n  +1969. Bulgaria no longer 
publishes  national  defence  expenditure  data, but it is  believed 
tha t   the   cur ren t  re-equipment p r o g r a i e  w i l l  be terminated 
.essentially by the end of  1975. It is further  believed that 
the share o f  defence  expenditure in   the  es t imated GNP w i l l  
remain a t  the low f igure of  3.1% u n t i l   t h e  e2d of the  current 
plan  period. 

Research and  Development 

40, During the current  plan  period,  considerable  research 
i s  underway e spec ia l ly   i n   t he   f i e lds  of electronics and bio- 
phys ics ,   the   l a t te r  two areas having  been  assigned t o  Bulgaria 
within  the  specialization framework of COYECON, O f  pa r t i cu la r  
i n t e r e s t   t o  the West are  Bulgaria's  ambitious  plans  in  the 
f i e l d  of e lectronic  data processing, whereby a major part of the 
country's economy should be operated by data centres by 1975. 
I n  addition,  in  co-operation with i t s  COMECOhT partners,  Bulgaria 
a i r a s  a t  developing by the end of 1975, an automatic  system of 
transportation  control, .  one aim of which w i l l  be t o  compute 
the optimum dis t r ibu t ion  o f  f r e igh t  between r a i l  and road. 
Although Bulgaria  receives  the  bulk o f  i t s  a i d  and know-how 
from the USSR i n  i t s  R&D programmes, it is also  seeking  high 
technology frorn such  countries as France, FRG and Japan i n  
order  rapidly t o  double  output i n  i t s  electronic  industry.  

The Energy Crisis 

41 . Recent  global- shortages o f  petroleum and raw materiala 
have had a r e l a t ive ly  mild impact on the  Bulgarian economy 
compared with cer ta in   o ther  European countries, The USSR, 
thrcugh  trade  accords,  supplies  Bulgaria with roughly 90% of  
i t s  petroleum  needs u n t i l   t h e  end of 1975, although a proportion 
of t h i s  i s  Middle East o i l  obtained on Soviet  account. If t h i s  
proportion i s  excluded,  then  the amount of purely  Soviet: o i l  
supplied would average .at roughly 70%. Since 1970, the  Soviet o i l  
share ir, t o t a l  oil del iver ies  t o  Bulgaria has declined,  Bulgarian 
s t a t i s t i c s   e s t ima te   de l ive r i e s  as fo l lows:  1970: 83.5%: 1971 : 
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42. Nevertheless,  cutbacks i n  o i l  de l iver ies  from the 
Arab countries d i d  r e s u l t  in some shortages  in  late-l973 and 
early-1974.  Petrol   prices,  f o r  example,  were hiked 100% i n  
February 1974 and t o  conserve  fuel, and f o r  some time  days o f  rest 
were staggered  throughout  Bulgaria's districts. 

43.  Bulgaria has some reserves of low grade  coal,  although 
i t s  l ign i te   depos i t s   a re   insuf f ic ien t   to  meet future  domestic . 
needs,   ,especial ly   in   the power plants.  . Aid i s  actively.  being - 
sought in   explor ing  the  potent ia l  of o i l   f i e l d s   i n   t h e  Danubian 
plain  north of  Pleven in  the  Black.Sea  shelf '   areas,  although no 
major deposits have ye t  been located.  In  recognition of  l i k e l y  
short-term  energy  problems,  however,'the  Central Committee has 
declared 1974 #'the year of m a x i m u m  economy of  f'uels, power and 
raw materialsg9 

Foreign Trade 

1973 (1972: 1 l .4%) . . Trade with COMECON showed a 12.7% upturn 
i n  7973 (1972:  13.9%) and there  i s  no doubt, on the  basis of  
avai lable  trade f igures ,  t h a t  Bulgaria's  foreign  trade i s  
completely  dominated by i t s  Eastern  partners,   especially the 
USSR. Currently,  Bulgaria's  trade with the  other  COMECON 
countries i s  between 78% t o  80% of i ts  total   foreign  t rade.  
In  1973 the  Nestern share o f  foreign  trade amounted t o  a mere 
14.9%; the  Soviet  share (54.3%) is  consequently almost four 
times  larger  than  the combined t o t a l  of  Bulgaria's trade with 
the  developed  Western  countries. 

44. Bulgaria ' S  overall  foreign  trade  increased by ? 3.2% i n  

45. These f igures  must be  seen  against  the background of  
t he   ea r ly   s ix t i e s  when  commerce with the West was expanding 
rapidly.  In 1965, f o r  example, the Vest  accounted f o r  nearly 
20% of Bulgaria's  foreign trade and the  Soviet  bloc.'s  share 
dropped t o  around 73%. Since  then, however,  a  major 
reor ien ta t ion  has taken  place, and the Vest ts share has dropped 
considerably.  Apart from the  important  factor of Bulgaria's 
in tegra t ion  wXth5n' t h e  COMECON .special .programme; t h e  -downward = 

t rend  has c lear ly  been due t o   t h e   i n a b i l i t y  of Bulgaria  to 
achieve a corresponding  increase i n  i t s  sa l e s   t o   t he  West, 
thus  creat ing a r i s i n g  t rade def ic i t .  

boosted i t s  t rade with t h e  Western industr ia l ised  countr ies .  
This i s  reflectea  in  preliminary  Bulgarian data that  the  upturn 
i n  1973 in t rade  with both  Vestern and Third World countries 
was over 18% ( l  972: 2.6%) . The combined share of both  areas 
i n  Bulgaria's t o t a l  trade  turnover was about 21% (1972: 19.8% 
o f  which 14% for   the  Western countries).  Naturally, some portion 
o f  the  increased  trade with the West is  accounted fo r  by increased 
prices,   rather  than'merely  higher volume. 

46, Nevertheless, i n  1973 Bulgaria  appears t o  have sharply 

. .  . 
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47. Although Bulgaria's aim i s  to   increase   t rade   re la t ions  
with the  Soviet  bloc, imports of machinery and equipment from 
the  West+.are  expected t o  grow, I n  view of  the  large  planned 
developments i n   t h e  chemical  engineering,  electronic and 
precision  engineering  industries it i s  highly  improbable that 
a l l  stages of  production  could  be  achieved by using  only  plant, 
equipment and machinery of COMECON origin; moreover, the 
expansion- and modernisation of  the consumer goods industry 
and/or  agriculture  should add t o  the d.emand f o r  Western  goods. 
Sofia  will also s t i l l  have t o  r e l y  on sophisticated equipment 
of Western o r ig in . fo r   t he  development of i t s  engineering 
industries.  . Nevertheless,  Bulgaria's  indebtedness . to the NATO 
countries  remains  the  second  lowest  within COMECON (behind 
Hungary) and reports  suggest that  the Bulgarians  intend.  -to 
maintain t h i s  situation.  Nevertheless, Bulgar ia  had a debt 
service ra t io  in.1973 of nearly 23%; thus placing %ss above 
all i ts  East European partners,  In other,words,  Bulgarla 
is i n  a poor position,  although  perhaps  only  temporarily, as 
regards i t s  a b i l i t y  t o  service i ts  debt. 

48. It i s  in te res t ing  t o  note that  Bulgaria's  export 
production has moved  away from agr icu l tura l  goods and towards a 
l fspecial izat ion"  in   industr ia l   product ion,   especial ly  machine 
building and metal  processing.  In q973, these two areas of 
specialization  provided 37.4% of  the production growth r a t e   i n  
s ta te   industry as a whole, although  their  share of Bulgaria?.s 
total   industr ia l   product ion i s .  only 23%.. 

Touri S? 

become an  important  source  of hard currency,  In 1973, 
3.35 million  foreigners  visited  Bulgaria,  approximately a 7% 
increase  over 1972: of  these,  approximately T.7 mill ion  cme 
from the TkTest, t he   r e s t  from Communist countries.  Foreign 
currency  earnin S from tour,ism for 1973 are  estimated a t .  . . . .  . . .  

$1 61.3  million 71972:  $146 million). 

49. Bulgariars  tourist   industry  continues t o  boom'and has 

50. O n  1st November, 1974 Bulgaria revalued i ts  " tour i s t i t  
r a t e  of exchange by s l i g h t l y  more than 25%, bringing it much 
closer  t o  the 19commercial ra te" .   Off ic ia ls  a t  the  National 
Bank have apparently  intimated that e a r l i e r  t h i s  year 30 of  
Bulgaria's  missions i n  Western countries were requested t o  carry 
out a survey of  over 100 goods and services.   After  the  f igures 
were averaged and compared with pr ices  of 19comparablefg  Bulgarian 
items it was concluded that  Bulgarian goods were urzderpriced 
by 25%, hence the  revaluation by 250/. However, it i s  n o t   f e l t  
tha t  package t o u r s  so ld  abroad in   loca l   cur renc ies  w i l l  r e f l e c t  
"ce revaluation and. w i l l  remain  oonstant o r  increase only. 
s l igh t ly .  

, -  . 
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TABLE I - POPULATIO$Y i"JALYSIS 

Tota l  (at end of year) 
Urban (96) 
Working age  group 
Males 16 t o  59 
Females q6 t o  54 
Birth ra te   (per  1,000) 
Death rate   (per  1,000) 
Natural growth (per I ,000) 
ErnpIomen* by sector (l ,000) 
Industry 
Building 
Agriculture( 3 ) (social ized  sector)  
Transport,  etc. 
Trade/commerce 
Other branches 

8,230 m 
46.5 55.7 

954 l ,290 
224 31 5 
21 4 358 
180 240 
200 283 
423 586 

Forestry  included 

TABLE II - ECONOMIC PROFILE OF BULGARIA 
FERc%RTXGE GROWTH OF S E ~ S C ~ ~  

Net material 
product 
Indus t r ia l  
production 
Agricultural  
production 
Capital  
investment 
Labour 
productivity 
Labour force 
Real per 
cap i t a l  
income 

1970 1971 1972 

12.5 7.0 7 e O  

4.8 4.2 7.0 

1 Estimated 
2{ Planned 
1 A----- 
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1, Product (1 ) 

Consumption 
Personal 
Other 
Accumulation 

TOTAL 

Net material w o d u c t  

1971 
10,411 

7,678  (69.5%) 8,377 (70.2%). 
295 (3.7%) 333 ( 3  . 8%) 

2,772 (26.8%) 3,060 (26.0%) 

(current prices: million  leva) 

192? 1972 (estimated) 
11,242 12,254 

-O net  material  product (%) 

?971 1972 
Industry and building 60.0 59.6 
Agriculture and forestry 23.1 22.8 
Transportation and communications . 7.. 3 7.4 
Trade and other  sectors 9.6 10.2 

( l  ) Absolute  figures  at  annual prices, not identical  with 
current prices 

1 Total i 

Turnover 1 1 Balance Import ; Export 1 Trade 

i 

L 
! 276 . 4 

668 . 6 
-l 9375.7 i - 2.2 
1,526.9 -202 . 7 
1,706.1 1 -133.0 
1,889.7  -195.6 

! 

2,09905 1 + 52.8 
2i344.5 I .  +202.2 
2,553.3 1 + 73.4 2,837.0 + 64.5 
3,196.4 1 1 + 40.2 1 

4,321.0 3.761.0[3) 3 1 + + 17.0 22.0(31 3 
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TABLE IV - FOREIGPJ TRADE STRUCTUR.E 1965-1975 (% OF TOTAL TURNOVER) 

' .  

i 
l Socialist  countries 1 76.8 ! 77.8 

CONE3CON( 1 ) i 73.0 i 74.4 
i USSR f 51.5 j 53.0 
Other  socialist  countries 3.8 i 3.4 I 

I Western countries 1 19.1  16.6 l 
1 Developing countrfes i 4.1 j 5.6 

! 

1 

j 
i 
i 

i 
I 

i 
l 
i 

L 

l 

i 
- 1 - 

i 
I -  . ! -  

Without Cuba until 1971; from 1972, including Cuba 

Due to increasing world market prices and growing import  requirements (hfgh- 
qual i ty  investment goods): the share of the Western industrialized countries 
is assessed a t  14.6% (1973) and 16.0% (1975) 

'1 Preliminary data , 

(5)  Estimated 

M A T O  C O M F I D E M T I A L  
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ASSESSMENT OF 1974 RESULTS ' ' ' 

SU"'I.ARY 

1st February  published a report  on t h e   f u l f i h e n t  of the 1974 
United  Social and Econoaic Plan. As i s  customary f o r  the  
periodic  reports of  t h i s  nature,  the  information is  usually 
given i n   t h e  form of  percentages of increase €or vaguely 
defined,  incomplete, and incoapatible categories. The result. 

conparison o f  the plan and f u l f i b e u t  is severely l i s i ted  by. 
the  frapgentary  information  given, 

LI-rpwwu 

1. The Ministry of Infornation and Comunications on 

. defies  detailed.ana1ysis and r a t iona l  comparison, Even 

2. The Minis-try! s repor t   s ta tes  ItAccording. t o  the  besic  
indices,  the  United  Social and  Econozic Plan was Xulfil led 
successfully". fiowever, the  f igures  contained  in  the  report  
f a i l  t o  support  that  claim.  National  incone,  industrizl 
production,  agricultural  production and capital  investment 
were below the   l eve ls   se t  f o r  the  1374 Plan Gpproved by the 
Matiovlal  Assembly i n  DeceaSer 1973 (see  attac'hment)  Eespite 
this fac t ,   the   repor t  s t i l l  c l a i m  "chat t h e  plan f o r  
industrial  production was f u l f i l l e d  by 100.6% This could 
only be accurate if official,  but  unpublicised,  adjustments 
were made i n  the  plan  subsequent t o  par l ia~entzry  approvâl ,  

3. It would- a lso appear tha t  labour   product ivi ty   fe l l  
considembly below the  9 * 5 %  increase  called fo,r i n   t h e  plan, 
Labour productivity  in  industry was up only 6?0 and i n  
agricultural   production it must have  been a  minus figure.  
With these   r e su l t s   i n   t he  4x0 l a rges t  segments or" the economy, 
it appears  very u-nlilcely the  9.5"/6 increase was achievedo But 
even i f  the 1974 plan was not   fulf i l led,   the   report   c la ims 
very  substantial  progress  during  the  year  except il1 t h e   f i e l d  
o f  agriculture,   Increases o f  7.5% in  national  incoue and 805% 
i n  industr ia l   product ion  are   cer ta inly respectable. Winety- 
seven  percent o f  the   increase  in   nat ional  income is a t t r ibu ted  
t o  . labour  praductivity, ,  which indicates.   considerable  success . . , . 
i n   c a p i t a l  invesrtaent i n  nachines and technologyo  In  addition, 
per  capita  real  income reportedly  net   the  plan,  while r e t a i l  
trade exceeded it. It i s  in t e re s t ing  t o  note   that  the 1975 
Blan figures more closely coincide wlth the  1974 s c t u a l  
achievements  than  the  unrealistic  1974  Plan- 

4. The most ser ious b l o t  on the  1974 perforaance i s  i n  
the   f i e ld  of agricultural  production. The GOB has carefu l ly  
avoided  Eaking  public  details on the losses  caused by the 1974 
drought. It is, however, beconing  increasingly  clear that  
these  losses were severe. The s h o r t f a l l  i n  grain  alone i s  
estinated a t  1 t o  1.5 xill ion  tons.   Bulgaria as a r e s u l t  has 
had t o  Fiborrowtt froa its s o c i a l i s t  neighbours as wel l  as aake 
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substant ia l   purchases   in  t h e  West. Part of t he   j u s t i f i ca t ion  
offered  for  ,the 9.35: increase  proposed i n   t h e  1975 Plan is 
that the 1974 base will be even lower thaa that f o r  1973 s o  
that normal moisture  during 1975 would i n  and of  i t s e l f  
contr ibute   substant ia l ly  t o  the  increase. However, p rec ip i ta t ion  
thus  far   dur ing the winter bodes ill for t he  1975 season. 

.5,' '.The report  malies no  mention of  in f la t ion .  Adnaittedly, 
BuLgariz, with i t s  dependence on the  Soviet Union f o r  basic 
materials and i t s  r e l a t ive ly  low t rade with the  industr ia l   west ,  
vas largely  insulated from rampant i n f l a t i o n   i n  1974. However, 
Bulgaria is not irmune from these  external  pressures,  although 
it is not  possible frorn t h i s  vantage  point t o  assess   the 
e f fec ts .  The reported  doubling o f  Soviet o i l  p r ices   e f fec t ive  
1st Januaryo 1975 (there  has been no local.  confirmation as of 
ye t )  will cer ta in ly  have a highly  inf la t ionary  effect  on the  
Bulgarian econoay. Internal ly ,   the  wage increases,  increased 
pensions, and decreased work week i n  1974 would supposedly 
have  been o f f se t  by increased  productivity, but that i s . a l so  
d i f f i c u l t   t o   a s s e s s  with any accuracy. 

SPECIFICS 

I . Industry 

f u l f i l l i n g   t h e   p l a n  by 0.676. The Ninis t r ies  o f  Electronics 
and E lec t r i ca l  Technoloogy, Agriculture and Food Industry, 
In te rna l  Trade  and Servxes ,  and Forests and Protection of the  
Enviroment  achieved  the  greatest  overfulfilnent. Econonic 
organiza t ions   in   the   f ie ld  of  communications, e lectronics ,  
machine-building f o r  heavy,chemical  industry,  tobacco  products 
and furn i ture  were the  best  performers, while the  enterpr ise  
for the  Devnya cher?lical colizplex, as well as enterpr ises  i n  
automotive  production, glass and f ine  ceranics ,  and building 
ceramics and mater ia ls   fa i led t o  aleet the plan. 

6, Industrial  production  increased 8.5:; i n  1973,  over- 

7. It is  in te res t ing  t o  note that  the  Ministry of  
Agriculture and Food Industry  could me t   t he   i ndus t r i a l   po r t ion  
of i t s  plan  despite the general agricultural   setbacks.  The 
e f fo r t s  o f  cer ta in   enterpr ises  such as tobacco  processing were 
apparent ly   suff ic ient  to aake the Lcinistry a leader. It is 
a l so   i n t e re s t ing  that  the.auch-publicised Devnya complex 
f a i l e d  t o  meet i t s  plan,  perhaps as a r e s u l t  o f  delays and 
d i f f i cu l t i e s   i n i t i a t ing   p roduc t ion  and bringing it up t o  
capacity. Also,  the   general   s i tuat ion  in  the chemical  industry 
l ed  t o  high-level shake-ups a t  nid-year, 
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S. Labour productivity  reportedly  increased by 696 
Contributing 757; of the grovrth in  nanufacturing  production. 
Production  costs  decreased by l$ and considerûble  econonies i n  
raw and- other   nater ia ls  as well as fue l s  and power were 
realised.  

II e e l a t i o n  

9,. Real income per  capita  increased by 5% aad average 
wages rose by 3$, while 300,000 pensioners  received  higher 

Retai l   t rade (a t  comparable pr ices)  increased by 9 ,  595 and the  
number o f  people in   r e t a i l   t r ade   i nc reased  by 11,500 or by 8.5%. 
The sale or” meat rose 11.396, meat products by 9.9$;, and fresh 
f r u i t  by 1&1$, while  other food  products  increased by smaller 
amounts. The s a l e  OP durable goods was also up; e l e c t r i c  
washing  machines by 3lmY6, vacuua  cleaners 260/;;, autonobiles 
28.6% and bicycles 35.3% S t i l l  the  demands f o r  a number or” 
itens  could  not be %et and 1mny enterpr i ses   fa i led  t o  provide 
goods i n   t he   qua l i t y  eizd variety  contracted f o r ,  

I Pel?sions aizd 1.5 mi l l i o i ?  workers be+arY five-day work weeks 8 

LO. Desp i t e   subs t an t i a l   p ins  clairiled here ,   the   l iving 
standard-  leaves  mch t o  be deslred. At least   teu?orzry,   local 
shortages o f  basic food  i tens  continue t o  ex i s t ,   i n   e f zec t  a 
kind o f  ra t ioning where prices  are  maintained a t  a r e l a t ive ly  
low-level. Nore luxurious food  items  such as f r e s h   f r u i t s  and 
vegetables  out o f  season o r  t rop ica l  fruits are of t en   d i f f i cu l t  
t o  f ind  as well as being  very e3Qensive.  Although sa l e s  o f  
durable goods may be r i s h g   s u b s t a n t i a l l y  percentagewise  the 
actual  volLame renains low because of  shortages and exorbitant 
prices. I-Iousing, by the  goverment’s o m  admission,  reaains 
a par t icu lar  problem with 110 solut ion  in   s ight .  

III. m and For- . ,  . , . . .  . .  

was Ftsli&Cly less  U %han in 197Te Xaize and industr ia l   crops 
were zest severely  affected.  R-oduction o f  barley,  tomatoes, 
peppers and potatoes, however, increased  over 1973, and the 
nunbers o f  livestock  (with  the  exception of poultry)  increased, 
as d id  n i l k v  egg  and wool production.  Another 51,800 hectares 
were reforested during the  year,  

31. Because of the  drought, t o t a l  agr icu l tura l  produ-ction 

12. The success  in  increasing  the  nuabers o f  l ivestock 
also contributes t o  the   agr icu l tura l  problem because o f  the  
shortage o f  forage. Recently the BCP and G03 have  been 
conductiing a caiqaign t o  evlcourage increased  fodder  production 
i n  oyder t o  forestall reduct ions  in   the nuubers of  l ivestock 
as farmers try t o  compensate f o r  fodder  shortages. 
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. Construc- 

13. Although construction a t  mid-1974 was reported as 
ing O. Rd below plan, according t o  the  current   report   the  plan 
S exceeded f o r  1974 by O..%, ar, increase i n  construction  in 
74 of 10% over 1973. Coupletion o f  p ro jec ts  o f  Ifparticularly 
ea t  iEportanceti t o  the  national ecoi1only (apparently  such 
o jec'cs as the  Xozlodui nuclear power p lan t ,  Devnya coinplex, 
C . )  exceeded the  plan by 5.9% and the  plan €or t he   coq le t ion  
industrial.  construction as a whole was exceeded b 4.9%. 

using construction, on %he other hand, was vnderfu T f i l l e d  
though  construc-bion worth 337 million  leva was completed, 
ich was 11.4'/i higher -%han in 1973 and! 44,462 new dwellings 
re finished. 

14. Freight t r a a q o r t  increased  in  vo1w;;ze by 15.8c/$ i n  
74,  exceeding 'd2e plan by 2.8%. Passenger  transport was up 
l$$, with alr t ravel   increasing by 26.1%. Labour 
oductivi-by  increased as follows: railway  transport , 3.3%; 
mestic highway t ransport  6,696; sea t ransport  21.3%; r ive r  
ansport 10.35; and a i r  transport  13,956. 

15. Sixty-eight new post  arc! eelegraph of f ices  were 
ened mc! 74,725 telephones G2d 416 -telex l i n e s  installed. 
lephone service between Sof ia  and a l l  East German c i t i e s  was 
tomated md. Sofia's service with Budapest and Warsaw was 
mi-autorzated. 

1 . F o r e m i c  Relations 

1Ge Special isat ion and co-operation with the Socialist 
untries, ax3 part icular ly   the Soviet Union continued.  Bulgaria 
s o  1s; enlarging its ::participation in the Soint construction 
capaci t ies  f o r  raw materials on Soviet s o i l ' r .  Foreign  trade 

creasee. by  23.6s; d w h g  1974. The relative share of iizachines 
d equipnen-t i n  e q o r t s  increased from 38.3S$ t o  r&O?&. The 
p o r t  o f  c i ig i ta l   coquters  quadrupled  and .of chemicals More 
an  doubled,  while Lhe export of  consuner goods decreased. 
p o r t s  o f  raw materials,  noskly from the  Socialist  couatries and 
r t icular ly   the  Soviet  Union included hard and l iqu id   fue ls ,  
on o re  and ferrous netals, rubber,  tiaber,  cellulose,  paper, 
t ton ,  and ~hwo1, Nore consumer goods were also reportedly 
ported. 
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17. Over 3,800,000 t o u r i s t s   v i s i t e d  Bulgaria i n  1974, an 
increase o f  570,000 over  the  preceding  yearo 

3-8, No breakdown was made i n  the increase  in   t rade  with 
Socialist   countries and capi ta l is t   countr ies .  The 1974 Plan 
c.qJ&?-d--$o~-.,.-ar? increase i n  t rade with Social is t   countr ies  of 
17$. Also no brealcdovm is given %or  exports and inports ,  SO 
tha t  a subs tan t ia l  par t  o f  the reported 23.69; increase may 
ref lect   the   increased cos ts  Bulgaria  has t o  pay f o r  Western 
indmtrial   products- .   .Bulgar ia .  i s  apparently  running. . 
substaît ial  d e f i c i t s  i n  i t s  trade  with  Vestern  developed 
coun-ll-ies D 

VI11 .C[ 

19. The current   targets  f o r  1975 provide f o r  an  increase o f  
the  net   industr ia l   product  of  9% and of  gross  agricultural   output 
by 9.3%. It seems unlikely that  this planned  hike i n   t h e  
agricul tural   sector  w i l l  be a t ta ined o r ,  therefore,  that  
national income t a rge t s  w i l l  be reached.  Foreign t rade f o r  
1975 i s  scheduled t o  increase by a r e l a t ive ly  low 9%. It must 
also be assumed tha t  inf la t ionary  pr ice   increases   in   the West 
together with the  new pr ic ing  system f o r  Soviet  crude  deliveries 
i n  1975 will no longer be as extensively absorbed by subsidies 
as previously.  Consequently, i ndus t r i a l  taxes and conswer 
prices are  bound t o  increase. 
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Industrial  Production 

Agricultural  Production 

Capital  Investnent 

Per  Capital  Real  Income 

Retail cormodi-ky 
circulation 

4.5 billion leva 

5 . 0:; increase 
8.596 increase 

(37$ of increase 
in  national income 
attributed  to  labour 
prod-uctivity; 6% in 
industry) 

8.5% increase 

(Decreased by 
unspecified 
percentage) 

3.9 billioa leva 

g. 0% increase 

8.1% increase 

8.0% increase 

9.3i increase 

4.6 billion 1 

4.3% increase 

7.1% increase 
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