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!

In accordance with thc deceision of the Sub-Committec(1),
the Economic Dircctorante hos preparcd the cttached draft rccord
of thc meceting held on 20th Morch ond devoted to the examinntion

) of the cconomic situction in Rumania, It is herewith circulctod
to the poarticiponts of this mceting,

2, Should thosc who took part in the discussion wish to

proposc cmcndments to this draft, they are invited to scnd them
to the Internntional Scerctorint before 18t Mey, 1969,

(8igned) A. VINCENT

OTJ‘J’/‘I‘IJ.ATO ?
Brussuls, 39,

(1) +C/89-R/109, Itum I (6)
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SUB—COMMITTEE ON SOVIDT ECONOMIC POLICY

o

ECONOMIC DEVEBOPMENT IN RUMANIA
| Report of the meeting on 20th March. 1969

S ¥ PRI S|

The CHAIRMAN welcomed the experts present, as follows.

- Miss Van Snellenberg, Bureau of Special Studies,
i‘Ministry of Foreign Affairs, Ottawa. no

'Colonel Hochart, Ministry of Defence; Paris.

Mr. Von Kameke, Commercial Attaché at the German
Embassy, Bucharest. N N .

Mr, D. Chamberlain, Ministry of Defence London.
Miss A.M. Cary, Ministry of Defence, London.

Mr. Erwin Schiffman, COmmercial Councillor at the
American Embassy, Bucharest.. !

2. He recalled that in the studies of the Communist
economies members of the Alliance had always been prompted by
special considerations: -in the initial phase there had been the
guestion of deciding. to what erxtent they might succeed in -
loosening the links between the countries: of Eastern Europe and -
the Soviet Union; in the 'subsequent period, in which there was
a degree of détente.they tried to follow the economic develop-
ment of these countries. and in particular the meaning of the
economic reformas; when, after the: events of Czechoslovakia, the
political situation.had become more uncertain, attention was
directed to: the vulnerability of certain countries to economic
pressures vhich could be éxerted by the Warsaw Pact countrics,
and to the mcans available to thé VWest of helping the victims,
Measures to counter possible aggression have also becen cnvisaged
so that it might be as well to identify the weak points in the’
economies of Dast European countrics. w

3 In this rcspect, Rumania is 8 special case, the :
examination of which presents topical interest, In.view of the
note submittcd by the Canadian Declegation (AC/89-WP/269), the
CHAIRMAN invited Miss VAN SNELLENBERG, the expert of the -
reporting country, to start: the- discussion by bringing out the
most important points of the papcr.

b, Miss VAN oNELLENBERG opencd by drawing attcntion to
the sharp risc in the birth rate during the last two yecers ..
following legislation recently. adopted to promote demographic
ogkpansion,and pointed out that this trcend was likcly to slow
down, The standard of living is vory low as a very largc sharc
of resources is allocated to the programme of rapid industrial-
isation, Agriculturc employs 60% of the labour force (itsclf
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about 60% of the population) and accounts for about: 305, of the
national income; Rumania is self-sufficient in agricultural

- products and even has a surplus for'export, which contributes

largely to the country's carnings of hard currency. Because of
the low priority given to agriculture in national - .development
Plans, investment in agriculture is inadequatc; the nct
investment is stationary or is evcn-doclining,as 'a growing share
of the new material is devoted to rcplacement, The secrious
drought which occurred in 1968 rcsulted in a.fall in:production,
espccially of cercals. Industrial cxpansion has-been.very
rapid {13.2% in 1967); in fact the ratc of growth is among the
highest in the world; despite:a certain: slowing:down:(14.6% in
1968) it sccms likely to continue very high. The transformation
of an essentially agricultural economy to an:industrigl onc is
not yct complete, Industrial devclopment is based:on the
chemical and cngincering industrics and on those which provide
the nccessary support, e e T g

5. Rumonia, a small nation commercially and closcly ticd
to thc Communist group until 1960, has succeeded up to a point
in frceing itself from extrcme depcndence-on its.commercial
partners in COMECON. It sccms likely, however,: that thc share
of Western countries in Rumanian trade will decling over the
ncxt few ycars as the imports from the West envisaged in the
five-year plan 1966-70 (one milliard dollars of .industrial
equipment) have almost entircly been’ effected. (900 million in
1966-68), unlcss indeed Rumania decides to' take: advantage of the
currcnt liberal attitude of the West as regards-credits so as
to buy cequipment now which will be needed in-.the futurc. "Rumanian
indebtcdness is very hcavy and the balance of payments with hard
currcncy countrics will largely depend-on her ability to switch
from the réle of purchaser to that of vendor on:world markcts,
Although economic sanctions against Rumania are unlikcly; various
forms of prcssure could be excrted (e.g., delays in deliverics or
a tendency to drag out commercial negotiations) - which could
create problcms in certain industriel sectors, especlally as
rcgards thce hydro-elecctric Iron Gates scheme or the iron and
steocl combinc at Galati, ' ' T T »

6. Rumania has taken up economic reforms late in thc day;
-she was lcss prompted to do so than thc other East Europcan
countries, hcer industrial ratc of expansion being consistontly
repid over the last decades Unlike -vhat is happening in -
Czechoslovakia, the rcforms envisaged in Rumania,. which will
only come into force in 1970, will maintain central managemcnt
of thc cconomy; the crcation of "industrial contrals". which will
group thc cnterprises of a rcgion or scveral industries, arc the
most important new element in-this programme, -Certain changecs in
prices will be made, which, however, will still be fixcd centrally,
endl also in the wage structure, so as to stimulate labour: -
efficiency. . o ‘ ‘ S
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e The esscntial cheracteristic of growth stratcgy in
Rumania is reopid industrielisation;.in the long run this sccms
a scnsible programme in so far cs spccicl. c¢fforts have been

made to deveclop industrics.basocd-on, nationol resourcecs and to
improve thc queality of prcducts 80.. as to makc them more
compctitive on Wcstern markots. [fﬁ%q Eeo o .

8. Mr. VON KAMEKE, while agrceing on ‘the wholec with what
the CANADIAN Represcntativc said, pointed out that the wholo
of the Rumanion- economy. is: dominated by industrialisation.
Although thc concept is certainly Justifiocd, hc wondecred whether
the way in which it was carricd out was: sensiblc and it appcarcd
to him that the aims of this programme ere cmbitious. to a degroe,
If Rumania wishes to 1mprovc living standards and to achieve more
eccnomic indcpcndcnce, ‘the. rate of industrialisation gshould be
less rapid so as to minimisc . the difficultics and zvoid forcign
indcbtcdness, It wolkld perhops be wiser to.-delay somewhat. the
rcalisation of a certain number. of objectives. In particuler,
considcrcble investmonts have been made:in mechanical
engincering, elthough tho latter pruosupposcs a certain level of.
industriclisation which in fact has not been-attained in Rumania.
In this context Mr. VON KAMEKE rcferrcd to certain personal
expericnces illustrating the deficicncics in the training of
personncl and the maintcnance of. cquipment; he gquoted in
particular the case of a very modern artificiel fibre factory,
where production was stbppcd bececause’ no.one had understood that
it wes necessary to clean the machincs, He thought that further.
facts could be cited es. regards the requircments . of cnergy which,
grow as industriclisation proceeds, In this rcspect he called
sttention to a study which a gpenrcd in July 4968 in thc revicw
"Problcme Economice" from which it appears theot the Rumanian
cconomy is alrcady. dependent, and will become more ocrxdmore so,
on ncw sources of- cnergy such aa atomic power and importcd
putroleum; Rumania is currently ncgotiating with France ond
Canada for thc construction of an atomic power station. It also
scemed to him that the Rumanian cconomy. was morc wvulncrable than
a rceding of tho Canadian note would lead one to belicve.  In
this respect it would be useful to provide some information as
rcgards the transport. sector, and to point out that the. :
inadcquacy of harbour installations would make it impossiblc to
rcplace imports arriving by rail from the Soviet-Union by itcms
coming by sca(iron ore): the dcpendence of Rumania on socialist
countrics for imports of orc ond of coal was, likcly to increase,
with the dcvelopment of the iron. and stecel.industry. In this
conncction it is useful to rccall that the Galati complex will
be fully working in two years, There is.the samo sort of
dependence in respect of exports,,thia cpplics ‘perticularly to.
the output of the metallurgicel -industry ~.ccrtain products
such o8 dicscl locomotives would not £ind. buyers in the VWest =
but nlso to consumcr goodss 80% of shocs.exported,. 93k of
textiles, 97¢% of furniturc, are sold in Communist countrics, .
cepeeiclly the Soviot Unton.‘ IR ,
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S Mr. CHAMBERLAIN, whilc paying tribute’ to the Canadian
paper, hed a certain number of reservetions to make, It‘secmcd
to him that the vicws expressed as regords gagricultural
mcchanisation were too pessimistic.. As regards industry, the
slow-down in the ratc of growth ovor the: last threc ycars,
mentioned in the document could give a wrong impréssion, " In
fact, the ratc of growth rcmains cxtremely fast and ‘the objcctives
of the currcnt five-ycar plan have been more than- fulfillcd..
Teking into account the rcsults alrcady obtained, gross .
industrinl output by 1970 will have achieved, or cven" somcwhat
excecded, the figures laid down in the plan, paﬁticularly 28
rcgerds capitnl goods. Similarly, although thé rate of growth |
in investments declined in 1968, it is still higher than the
average annuol rate cnvisaged in the five-ycer plan, ot locast
in industry., As to thc prospects for the  different sources of
encrgy, it scems that the consumption of petrolcum will rcmein
as it is while that of notural gas is likely to be stobiliscd
by 1970: it is intcnded to step up the extraction of - coaL Mnd
the production of hydro-~elcctric and ctomic power, .\ -

Mr, CHAMBERLAIN pointcd out that thce industrimlisation programmc,
which was of the Stalin type and bascd on idcology, at any rate

- at the beginning, hes since been reinforced by notionelistic

considerations, Turning to rcforms, hc did not think that the
ratc of growth was very pertinent in this conncction, The rate
was slmost certain to slow down aftcr a certain stoage of
development had been reached, In his view it was the degrec of
complexity achicved by thce cconomy which brought out thc nced
for a rc-orgenization in the form of grcater Blexibility.,
Howcver, it does not scem ~that a more flcxiblc qystem of pricc

fixing had bcen ensiVagcd in Rumania.}

10, Miss CARY added that with rcgard to foreign cconomic
rclations, ‘numcrous co-opcration agreements might be concluded
with thc industrialiscd countrics of the Westj in this respcct
Hungary was ahead of Rumania, However, Rumania has already
sterted on this linc in scicntific and technical reéscarch and was
going in for common entcrpriscs with France, Germony and the
Unitcd Kingdom, for the manufecture of chcmical and - .
pharmaccuticel products. The most important denl wos that with
Renault,which mokes Rumania, as from January ‘1969, the only -
suppliur of gcarboxcs destined for the Estafotte, Shc was colso
conccrned to improve her merketing tochniques,  There scemed,
thercforc, to te no reczson for unduc pessimism’ as rcgvrds
Rumenian export possibilitics towards tho WOst._

11. Mr, SCHIFFMAN cxprcsscd hia intcorest in- the papor. put
forward by tho Canadian Dclegation,  Hc wanted first to rcply to
somc rcmarks made by Mr, VON KAMEKE as regerds ‘the industrislisction
progromme. ~ Although, from the cconomic point of viow, therce were
ccrtain weakncsses, onc must bear in mind that it was bascd for
the most part cn political considerations. Criticism has becen
voiccd cspecially as regards the pottern of investments, ond
doubts have been expresscd as to tho cconomic justification of
the iron and stecl industry which depcnds on imported matcrials.
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He shared tho views of. Mr. VON KAMEKE. cbout thc inadcquato
treining of labour. In his.vicw, thce Rymenions erc awere of
this deficicney ‘which, they arc -trying to rcmedy. In this
respcct colleboration, offered by, thc(Wcst is. grcatly apprcciated,
He callcd attention.to the .reccnt 'ercation, of a training centrg,
undcr the patronsge. of thc Unitod Nations ‘end the ILO, for
cnterprisc management 80 as -to.raisc.the qualitifications of the
prescnt enterprise. managers. Hc.als0 hoped that comnputcrs,
which will shortLy'be introduccd, will' improvo the mcthods of
mancgoment. - , S . GLSnT

12. The sharo of Rumaninn foroign trade with the Vest
dropped slightly in 1968. However, onc must .not concludc from
thc fact that the programme. of imports from the West has boen
90% complcted that. they.will now fall off; aftersll, the plan
is mode to be excecded,  Trade with the West should bc maintained
at a lcvel at lcast equal ‘to the prescnt one, Mr, SCHIFFMAN
went on to mention the existcnce of reserves and of .gold -
production in Rumania; .He pointed out that.tourism was not
dealt with in the Canadian report although. investment effort
in this scctor is considerable. The Federel Republic provides
the lorgest contlngont of visitors followed followecd by
Scandinavian countrics and Francé, .. As regards rcscrves of .
cnergy, ccrtain shortages might emerge in the near futurc, The |
Rumanizcns have. incressed their imports. of crudc petrolcum, both
as fucl ond as raw moterial for the petro-chemical industry.
They have gopproached Iran, Scudi Arabia, Venczuela and even
Indoncsia which would obtain tractors in- .exchange for thcir
dcliveries,

13. As regards the implcmentation of economic reforus, the
industrial centrals, a characteristic: feanture: of ‘the ncw system,
have now been under study for eighteen.months., One or two of
thcem will pcerhaps be set up in 1969.on an cxperimcntal basis,
These reforms are meeting opposition on progmatic os well os on
technienl grounds, The Rumaninns have ncver envisngcd the
csteblishment of o sociclist market economy; the control of
investments in the key seoctors ond the fixing of priccs ot the
ccntre will remein the rulo. . A few .days .go Cceauscscu in o
spcecch before the Party Central Committcc announced that the
Nntioncl Economic Council ereated a yeor rgo-will pass from the
Jurisdiction of .the Council of Hinistcrs to that of the Council
of 3tote; the significence of this chrnge is not very clear,

In any case Ccrusescu scems to have consolidated his position
sufficiently, and the strugglo for power in Rumania is over..

14, Coloncl HOCHART wonted to mnkehfour.points. - As
rogards Rumanin's ceconomic dopcendenceo, he angreed with Mr,
VON KAMEKE that 1t wne right to stross the contradiction between
thu cim of o~ vury cmbitious stool production pdan and tho
insufficicnt resourcus of thae country cs regards iron org ond
conl which make it very dependent on imports from the Sovict Union,

-7= NATO CONFIDENTIAL
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Morcover, there is difficulty in finding buyers on Westcrn
markcts for Rumanian machincry and moterinls which have to be
sold in socinlist countrics (particulcrly the USH, which'
incrcascs Rumania's depcndence,’ Hc. odded that the objcctives

‘of the five-ycar plon arc olways generously ‘nehieved;-os they -

were in 1968. 4As to the rcason.for thcé reforms-he did not -

“think that thc¢ cconomy is' as yct' cofiplex enough to Justify. -

re-orgonization, ond it would scem thot the Rumanians have'™
started very cerly nlong this road, with extreme prudence - =
incidentally, so as to avoid difficulties’in the:functioning of
the system, He was of the opinion that the real idéa behind the
rcforms, as in thc USSR, wids to preparc for the introduction of
computers, He added that in his view the influénce .of the
Fumanicn Communist Porty on the cconomy ' remains c¢onsiderable,
greater indced than in the other countries of Eastern Eutope. -
48 to industry, if thc rato of growth has-tended to fall in -
the last fcw ycars, this was to bo expected after: a certain
level of development had been reached, and the results are ,
better than the objectives planned; especially in steel and . =
aluminium, Ncverthéless, th¢ figures publishcd should be viewed
with cautiou as they represent the total rise in output without
taking occount of waste and unsalable goods, Agriculturc, the
poor rclntion of the Rumanian ceconomy, has hitherto prescénted
no problem for the régime. Agricultural production fecll by 6.3 -
in 1968, as in many other socialist countries, but this fall was
due to a vcry scvere drought; o S e

15, after these prelimincry declarations the CHAIRMAK
suggested carrying on the discussion according to the plan of
the Canadian note, ' . S

Population, Labour, Standard of Living

16. Referring to paragraph 15 of the documeént, Mr. VON
K/MEKE argued that the Hungarian and German minorities in
Rumonia werc not léss numerous thon those in Czechoslovakia znd
Yugoslavin, _ T ) S -

17. The NETHERLANDS REPRESENTATIVE pointed out that in
1966 there werc about 376,000 Germans in Rumania as against
134,000 in Czcchoslovokia and 20,000 in Yugoslavia., 1In
Rumania therc were 1.6 miilion Hungarians, that is 10 of the
population, whercas in Czechoslovakia only 555,000 were counted
in 196L and 500,000 in Yugoslavia in 1961, He added- that although
emong thesc minorities thcre had not becen any cgitation, a report
scnt to his Authorities by thoir Bucharest Embassy & year and a
half ogo rcferred to the passivc resistance by the Hungerian
minority 'to the integration policy pursued by Rumania, '

18. Mr, SCHIFFMAN suggested thatin parograph 15 it would
be better to say that theru was no renl evidence of agitation
among thesu minorities but that this did not execludo cortain
latent discontent, L : :

N.TO CONFIDENTIAL 8=
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19, The ITALIAN REPRESENTATIVE wondered whether o standnrd
of living rcprescnted by o GNP figure of S940 por hcad could be
called particulerly low, "He pointed out that if the vulnercbility
of a country depcnds up to a point on its living standard it also
depcnds on the capncity of theo populﬂtion to acccpt certain
sacrifices,. ) ‘

20, ¥r. VON KnMEKE pointed out that tho 1mportant thing ie
the purchasing power of the lei,- This is very low, Tho :
average salary has not much.real meaning as .1t only rcprescnts
a proportion of tho family income, In eny casc the official

‘rate of cxchangc should not bc uscd os 1t would give the wrong

impression,

21, lne.CH,IRMAN statcd that givcn the high rate of
accumulation in Rumania the shera: of national income availeblo-
for consumption is rothcr low.

22, Mr. SCHIFFMAN thought it would bo as well to divido
paragroph 17 of the Canadian note into -two. parts so as to be .
cble to trcat scparately .two probloms which should rcmain
distinet in the mind of the reedor. Hc suggostod that tho
footnote should be suprosscd. S

23, Mr, CHAMBLRL:IN did not ac06pt, as was Boid at the
cnd of paragrzph 25, that Rumcnien agriculturo wes less capoble. .
then that of thc other East Europecan countrics of coping with
unfavourablce climatic conditions, He thought that the -
cvaluation made in poragraph 26 of the stage roached in the
mecchanisation of agriculturc was too pessimistic, A8 to
parcgraph 27, he pointed cut that the figures of the US
Deportment of jigriculturce quoted do not co®ncilde with the
official Rumanian figurces; according to these, agricultural
output had riscn 16% in 1967 ond had fallen 3.6 in the ncxt
yeer. Rceferring to paragreph 33, he ndded that Western. aid
for the irrigotion programme had been offered which cnvisaged
doubling the arens irrigatcd and that an important dcal (for
atout £50, OOO) was on_ the point of being concluded in thc
Unitcd \ingdom, covering not only deliveries of meterinls but
nlso the scrvices of British expcerts, : Finally he considcred. -
that thc forccasts made in paragraph 3& werc too pcssimistic:
in his vicw the progrcss of ugricultural mcchnnisation will
continue, though at a modcat pace. : .

2l chlying to the second rcmark of Mr. CHAMBDRLAIN :
ptout paragraph 26, Miss V.N SNELLENBERG called attontion to-
Table II in the Anncx which brought out thu risc in thc share
of dcliverics carmarked for roeplaccment, which secms to
Justify a ccertain possimism. about ngriculturul investments,

25« Mr. VON KAMEXE ndmittod that thc mcchanisntion of
sgriculturc in Rumania is lagging both as regards the plon ond
compoared with other socinlist countries. On average thcre is
orly onc tiactor to cvery 102 hectarcs, i.c. thrce times less
then in the industrieliscd countrics of the West, and in ccertain
scectors (vincyards, vegetobles) there arc none at all. However,
ornc must not be too pessimistic, - - ' :
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26, Mr, SCHIFFMAN added that in the first instencc onc
must.consult official Rumanian sources. These show a constant
risc in the tractor park and in agricultural machincry 1n 1966,
the 1969 plan cnvisages a morc modost growth. = .

27. Thc BELGI,N REPRDS NTnTIVE suggcsted that the - ‘
cvaluation of thc cffort to mcchanisc ggriculture should be based
on tho sharc of investmonts allocated .to this scctor,’ These
investments in Rumania in 1968 amountced to 6 milliord lei out
of n totcl of 56, He asked whether this pvoportion is
comperable with that in other countrics of Eastern Durope.,"

28, is8 rcgords the figures of agricultural output quoted -
in paragroph 27 of the Canadian note, Mr. SCHIFFMJN shared the
doubts cxprcssed by his UK collceguc. In any case the data arc
preliminary and could be roviscd. - : a

29. Mr, VON K/iMEKE pointcd out that in 1968 the grain
harvest only rcached 6.8 million tons instead of the 8 million
envisaged in the plan of which 4,9 million tons was whceat,
against 5.4 million originally.cnviscged. - Vegetable production:
amounted to 2,3 million tons, that of fruit 2.2 -million, :
whercas thc plan provided for 3.1 and 2,6 million tons
réspectively. These figures are lowver than in 1967 because of
the drought which occurred in the course of the year but also
becrusc of insufficient mcchenisation and irrigetion,:

30, Therc was some discussion on the uscfulnéss of
Judging futurc prospeccts on the' basis of results in 1965 and 1967
and Coloncl HOCHART proposed the method uced in.the

" Rumanion statistics cnd suggested quoting figures in comparison

with the oveirage of the yebors 1961-65,

31, It was finally dccided that thc US Delegatlon would
submit a notc on agriculturcl mechanisation. and agricultural =
production, on the bneis of aata available.:

32, Miss Vi.N SNELLENBERG askcd whether the mrticularly
cold wintcr which the Sovict Union has hed would effect the
wintcr whcat harvest in ncighbouring countrics. ‘

33, Mr, SCHIFFMAN mede the point thpt ‘the winter 196&/69
was cspecially notable in Rumania for the falls of snow which -
will have mcant cxtra humidity; this will probably cousc 1less
damage than kceen frosts, It is atill too enrly to- nssess thc
cffcet on the eccrcal harvest, ‘

3&. The ' CH,.IRMAN cnquircd whothcr in the mattor of‘
agricultural policy there have beon price changes cnd, gencrally
spcaking, whether measurces have been takcn to incroase labour
productivity in agriculturc,
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35. Mr. VON KAMEKE said that thc authorities were trying
to stimulate the intcrest. of tho ﬂgriculturnl population in :
work and to cncouragc it t6 play a morc. active port in production,
To this cnd gencral’ councils have’ bccn sct up in-the co-opcrative
cnterpriscs cndowed with certain powers -such as bcing able to
rceprimand a dircctor 6r cvcn to disniaa him. .

36, Miss VAN SNELLENBERG cnquired whcther tho fiscal
reform in agriculture wgs not-intended, ns far as the Govcrnmcnt
was con¢cerncd, to favour private forms and plots:

37. Mr. SCHIFFMAN pointcd out that this logislation, as
indced Ceauscascu had oxpressly indicatod ‘in his spcichos, was
intended to rcstorc a balance between: thé tax burdens of tho
urban and rural populantions and botwoeen farms at diffcrent
lovuls of profiitnbility, Tho docision in queastion is éne of n
soclinl charaocter, rathor than a muasuroe intondud to af'foct
fiscal rcvemuvu. Ono cannot ascec in this a doliborato intention
to favour the private scctor of agriculturc; it is rather a new

hdring of the toax lood.

38, Mr. VON K MEKE drecw pttention in this: contcxt to the
quitc considereblc incomes carncd by falmcrs from thc selo of
their products on the frece m"rkct.A

Industry

39. Mr, VON KiAMEKE pointed to the difficultics which wcro
reiscd by the pursuit of the too ambitious plon objcctives: a
forcign tradc deficit madc worsc by not very competitive
production on thc intcrnationcl market and a somewhat backward
ngriculturc, Thc Rumaninns do not hcsitate to order foreign
factorics, thc output capacity of which cxcceds the nceds of
the country, without having previously studied foreign outlcts,
But this is a matter of impressions, tnd 'it is very difficult
to moke a really objcctive judgcmcnt on thc industriqlisction
Progromnmc, -

4O, The CHAIRMAN thought that therc werc two decisive
critcria in this rcspect., LAprc any industries in Rumania -
vorking part-timc Yecausc denand is insufficient? AHAnd how
large are stocks? S _ .

41s Mr, VON K. MEKE pointcd out thnt thce stocks of consumcr
goods crc considerable: ‘as regards capital goods he did not
think that unsold stocks worc very large, but Rumanian goods
arc rarcly oxportqble to Wcstcrn mnrkets.

42, Hr, SCHIF FM/N pointcd to n cortain tcndcncy to buy
installations of n thecorctically optimal size, without worrying
too niuch about the nbllity of the doucstic markct to absorb the
output, Thec problcem is csscntially one of manngement and
distribution and thore does not sccm to be any solution cxcept
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in the fromework of economic rcforms; here the computers could
no doubt we very uscful, In forcign tradc, compcnsation
errengomonts cccount for 80% or cven 100% of some transoctions,
which reduccs thc payments to bc made in hard currcncy. :
Investment policy is inspircd both by cconomic and political
tonsiderctions. Just beforec the last elcdtion Prime Minister
Maurcr quotcd among the achicvcments of the régime success
obtaincd in making troctors; in fact thesc aro very difficult
to disposc of on Western morkets although they eould well scrve
as a moans of exchange with tho less devcloPCd countrics.‘

L3, Mr, VON K.MEKE aducd that one should, however, bear in
mind the recl cost of this achiovcment, in fact it is the
population which paye the bill in the form of o reduced standnrd
of 1living, He pointed out. that the vloment of componsation is
very strong in trade between the Federal Re?ublic and Rumania
which is very disadvantagecous to the latter's. economy! German
cxporters adjust their prieces to tanke into nccount this :
arrangomunt, to thu dotrimont of thoir Rumanian cliontw, "

L, Thc FRENCH REPRESENTATIVE hod the impression that this . :
proctice of compensation trade had been perticularly developed ‘
in Rumania. He also asked whether it weas more difficult in
Rumonis to make o gpecialised workcer out of o pgasant than in
the other countrics of Eastcrn Europec.

45. In rcply, Mr, VON K.MEKE said thet chnngos of this.
kind rcquirc a ccrtain time,

46, Mr. CHiMBERLAIN pointecd out that Britiéh firms which
exportcd cquipment to Rumonia rcaliscd that one day they might
have to cope with compctition from Rumanian products.

L7, Miss CARY madc tho point that, generully speuking, the
Rumonian decvelopment programme gave on imprcession of
industrialisation for its own sake, 48 a matter of fact 211
Communis t régimes tcnd to adopt this attitude for rcusons of
prcstige. .

L8, Turning sgain to thc chapter "Industry" of the Canadian
notec, and examining it in grcater detail, Mr. SCHIFFMAN said
thgt 28 rcgards parograph 38, invcstmcnts rcepresonted 30% of
national income in 1967. Hc corrcctcd the first sentence of
parcgraph 42 to the cffect that Rumania has one of the most
important dcposits of natural ges in Europe, not: the most
important,

L9. Mr. CH/MBERL..IN, referring to paragraph 38, said that
Rumania was the country in Eastcrn Europe where. the 1nvcstmunt
share of national incomc is thc highest, Hec thought that further
details might wcll be given. He fecarcd that paragraph 39 might
give a slightly false imprcssion of industrial cxpansion.
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If therc has becen a tecndency to slow down in recent ycars the
output of thc scctor has noncthelcss constantly cxcecded the
plan cspcecinlly as regoards-capital goods., Hc intends to submit
a notc comparing thec obJuctives of the prcscnt fivo-ycvr plan
with the rcsults obtaincd. -

50. Mr, VON KnMEKE pointcd out that judging by . stetistics,
the plan for most consumer goods had also. bcon achicved, ..t the
cnd of last ycar Ccausescu had declarcd that in 1969 thce ratc of
growth of consumcr goods output (Ceategory B) would be es gront
as that of other goods, so as butter to mect the nceds of the
populction, Mr, VON KiMEKE proposcd: to scnd in'a study .
putlished by the Rumanians: in "Problome REeongmise! in Jnly 4068
on the futurc demand: for fuel and powcr, a problcm likoly to
como up in the Schntics. Lo _

514 Mr, CH“MBERLMIN added that tho share of investments
dcvoted to the consumer. scetor is rising. Tho volume of savings
shows, - however, that -thc purchasing power of the popul‘tion 1s
not cntirely ﬂbsorbed by thc largcr supply of goods.

k

Defencce Expcndituro

[

52. Replying to a qucstion from the TURKISH REPREbTNThTIVE
about armoment production, Mr., SCHIFFMAN. sbid that Rumania
produces vrorious light arms of Soviet désign but is heavily
dependent on imports from the Soviet Union of hcavy matcrials
(aircraft, tanks, ctc.,). It would scem that the Rumanian
luaders have latcely shown more interest in the manufacturc of -
arms at homc, They are reportcd to have cxpresscd their
intuntion to take up the production of certain hcavy items but
it is unlikely thet anything definite will be achicved before
the scventics., 4s regards. lorrics, Jjeéps and personncl
carricrs, Rumacnia is more: or lces sclf-sufficient. She is also
intcrested in producing duralumin. This material i8 probably
intcndced for aireraft construction,  The Rumanians have shown -
‘an - intcrest in o ¢ivil ' ecircoaft, of which-they might be
tcmpted to make o military version, - Howover, it would scem
thot dependence on socialist countrics will incrcasc as o
rcsult of the reccnt addod cffort in armnments.

53. Tho CH“IRMLN aekod whcthor this cffort Wwes not linxud'
to o rcecent riso in tho Rumaniun dofencc budgut in 1969. '

54, Miss VAN SNELLENBDRG askcd whether Rumanin would not
try to obtain light ocrms on Western markets. She also wanted
to know whother inercased militory cxpandituro would hvvc
rcporcussions on invostments, ‘

- 55. Mr. CHAMBERLAIN pointcd out that the increase in the
defence budget wes less speetocular if secen in relotion to the
risc¢ in thc budget generally. The poreentage of military
cxpenditure compared with totnl outlay had constantly declined
sincc 1950, This trend was halted in 1969,
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56. Colonel HOCKALRT thought one could explain the 23, 7%.
rise in the defence budget by the increase in Rumanian military
effort following events in Czechoslovakin end also &s o result

f 2 purcly book-keeping change made necessary by the rcforns
which mcont transferring to the official defence budget outloy.
prcviously hidden under othor headings, He stresscd, however,
that one should be very careful in assessing thc reql military
cxpcndituru of Ecst European countries. .

Foreign Trode _ . R

~ 57. Mr. VON K/IMEKE pointed out that Rumanian imports of
raw material from COMECON countrics were not mentioned in
paragroph 69 of the Canadian note clthough in fect there were
more important than the purchases of machinery.and equipment,
At the end of paragraph 71 he read that Rumania depended only
marginally on external sources for solid fuel; in fact 505, of
cokc is imported (ninc-tenths from Communist countrics). He
vould likc to see mentioned in paragraph 73 Rumanian dependence

on Communist countrics for outlects for consumcr goods (furniture, .
shoes, tcxtilcs). Referring to parcgraph 84, he added that :
Western commercial bonks have granted short-term:ercdits (90 - ‘
doys) to Rumania, The lattcer had asked for longer credits (up

to thrce ycars)., He called attention to certain statisties on
tradc between Ecst European countries in 196L4/65, publishcd by
the Gcrman Burcau of Statistics at Wiesbaden,

58. Lir, SCHIFFMAN thought it would be o good thing to
give somc details aobout denls concluded by Rumania for the
import of crude petroleum, In porticular -Iran is supposcd to
deliver 34 million tons of crude bctwcen 1968 cnd 1970 and to
reccive in return troctors as well aos various- typcs of_equipmcnt
for agriculture nnd forestry. An cgreement in principle had .
been made with Kuwnit, on which thcre is no- further information,
rlso with Saudl Arabia ond Libya. Ncegotiatlions with Venczucla
arc being carried on; a triangulcor decl is envisaged between '@
the Lcebanon; Saudi Arebia and Rumania for the construction of n
refincry with the aid of Rumﬂnian tcchnology. ‘i’

59. Miss CARY made the point that the ro-oricnt tion of
Rumonian commercial policics over the last few years is due
much more to thc rcalisation of the advantoges. of Western -
tcchnology thon to any desire for independence of the Soviet
Union., She cdded, moreovoer, referring to para raph 75, that
Sino~-Rumaninn trede incrcascd cspccizally in 19%

60. The CHAIRMAN asked whother the experts thmignt that

occonontic pressure is ot prescnt being exerted on Rumonic by
thc USSR
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61. Mr. SCHIFFMLN and Mr, VON XK4AMEKE werc cgrecd in srying
that there was no -real. evidence: of, pressure; Mr. VON KAMEXKE
added that the Iron Gotes. projecct might. have booen espcainlly
licble to Soviet economic pressurc,. but nothing of this kingd -
appeers to have: hnppencd.: . Cortain difficultics. had indccd <
riscn in the Gelati steclworks but it turncd out that thoy were
not duc to the: Russians,r Howover, tha:Soviet Union hes rcduced
. imports. of timber and drilling: equipment but there is- nothing :
to suggest that this development.is due to. anything othor. than .
a normal fall-off. 4n the Sovict demand, for thcse products, '
There is, thcrefore,. no proof: of. a: doliboratc 1ntcntion on tho
pert of thc Russians to exert prcssuro.A : : :

62, is regards the last sentence in paragraph 9L, it is
difficult for experts to foresee the future attitude of the
Soviet Union in respect of Rumania's foreign trade, and the
word "liberal" seems imappropriaté&,.,. Mr. CHLMBERLAIN thought
that if the Russians see no disadvantage in the Rumanians
getting Western credits it is because control by the Communiet
Party inside the country remains veny rigid.

63, Mr. SCHIFFMAN thought that if the hypothesis of
military intervention were excluded a complete embargo would be
rather unrealistic, but one should not rule out the possibility
of delaying measures, In such a case Rumania would probably
try to adjust to the circumstances by making sacrifices which
the population would be ready to accept on patriotic grounds,
Rumania, moreover, has the means of -control necessary to bring
this about, It would be difficult to foresee the repercussions’
such a situation would have on the standard of living or how long
it viould last, /8 regards the help which Rumania might get from
the West, he recslled the precedent of Yugoslavia in 1948 whose
situation was much more .serious in 'view of the blockade, and
also the case of Poland in 1956. -4 wave of sympathy might also
cause a change in the United States commercial policy towards
Rumania, However, it would be for the Rumanians themselves to -
decide whether they wished to have Western aid, bearing in
mind the risks they might run in their relations with the Soviet
Union, , S

6li. iB regards the document of the Committee of Lconomic
idvisers on Rumanian vulnersbility (.C/127-WP/235(Revised)), the
experts generally speaking had no objections to raise,

65. Nevertheless, Mr. VON X/MEKE thought that the
difficulties which the Rumaniane might have to' face should not
be underestimated. As .regards imports, alternative sources of
supply of iron ore from, say,; Third World countries could pose

gerious transport problems, - . lioreover, difficulties in
finding new outlets in the West for certain Rumanian products
might be pretty serious too,: . 1In fact; Rumania would be lcss

in nced of credits than ,of markdts for her output, He added,
however, that the Federal Republic has liberalised trade with
Runania up to 80% and that this policy «<ontinues.
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66, The CHLIRMIN pointed.out that, paradoxically, Poland,
which took part in the-invasion of Czechoslovakia, -has ‘for nany
years enjoyed most-favoured-nation treatment by the United States,
whereas neither Rumania, which did not take part in the invasion,
nor Czechoslovakia, which was the victim, benefit from this clause.

3 R T

67+ Mr, SCHIFFMAN thought that a wave- of sympathy towards
Rumania could arise within Congress, He added that most-favoured-
nation treatment had been granted by justralia’and New Zealand -
and no. doubt would be granted shortly by Japan,...is regards’ -
Rumania's application for membership of. GATT, no: problem- of
principle seems to be involved., The qnestion is to be examined
in the course of a meeting in April. :

68. The NETHERL..NDS REPRESENTALTIVE thought that Rumania,
in view of the heavy indebtedness towards Western countries,
might refrain from asking for new credits, :

69.  Miss CARY pointed out that most Western industrialised
countries are competing to export to Eastern Europe, and are
ready to grant the necessary credits, except perhaps in the -case
of Bulgaria., In 1966/67 Rumania managed to increase sales on
Western markets by 23%. _ )

, 70. Mr, SCHIFFM:AN agreed with this view. The trade deficit
with the industrialiscd countries of the West rea¢hed 700 million
by the end of 1968, The annual trade deficit in his view was
£200 million in 1967 and no doubt about the same in 1968, although
the geogrephical break-down of indebtedness altered, To:this
trade deficit should no doubt be added the deficit on-invisible
account. Up to now it would not seem that this indebtedness
repreacnts too heavy a charge on the Rumanian economy. Gold
reserves are thought to be g140 million and annual output
£85 million., As there are no sales of gold, output may be
considercd as an addition to rescerves, Rumania has always mct
her financial obligations regularly. ~

71. As regards paragraph 93 of thé Canadian note, Mr,
SCHIFFMAN said that Rumania is far from having established an
advanced technological base for her industry and that imports
of machinery and equipment from the West are likely to go on
for a long timc

72. Miss CARY said that apparently the record for orders
of complete installations was in 1966, when 20 important
factories were ordered; since then the figure fell to 12 in
1967 and to 2 in 1968, It is likely, thercfore, that the amount

-of credits requested will fall off during the poriod when

crecdits already granted are being drawn on.

75. The CHAIRMN asked whether the question of rescheduling
the repayment of forcign debt had been brought up by Rumania,
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74. Mr, VON XAMEXE recplicd that Rumania has not madc any
requcst to this effect; such a:procedurc would imply bilatcral
ncgotiations at government level, and no longer bctween
government and firms, as at present, .

~ 75. In reply to a question from the ‘TURKISH RErRiSLIT..TIVE,
Mr. SCHIFFMLN stated :that Rumania does grant import crcdits to
Third Yorld countries, in particuler to ‘the U.R and syria. ..
few ycars ago shc accorded some to ‘Indoncsia, Some projccts
have bucn started in developing countries, in co-operation with
Western firms; the latter supply technology and the scrvices of
their cxperts while the Rumanians deliver some of the materianls,

76, Mr. SCHIFFMLN said that 100,000 tourists from the
Federal Republic had been registered last year; each visitor |
is assumed to have spent at least DM, 500, 4lthough no precisc
information is available, 1t appears that on the whole thc -
Rumanians carn from the tourist trade g25-230 million in hard .
currcney. sgaist this one must set invisible imports: payment
for licences, scrvices, insurance and transport. ‘ :

78. Mr., SCHIFFMiN conaidered that tourism was an important
assct for Rumania., The Dircctor of Tourism has mintstcrial rank.

79. Miss ViN SNELLENBERG said she would like to have
information on other sources of income, cspecinlly frecight.
She would also likc to know whcther any resentment had been
shown by thc: population or the lcaders against orders given by
the Sovict Union with regard to cconomic oid granted by Rumania.

80. lr, SCHIFFM/,N did not have any procisc informction as
rcgards freight. 4s to economic aid to developing countrics,
this ccertainly was not grantcd as the result of Sovict prcssure,
as was the case of Czechoslovakia; in this respect the iumanians
appcar to havc acted independently. It is certain, howcver,
that the means they disposec of for aid to developing countrics
are limitcd,

81. Miss V.iN SNELLENBERG asked why Rumania should import
petrolcum from Venczucla despite the hcavy transport costs,

82, Mr. VON K/MEKE explained that Venezucla was recady to
acccpt Rumanian goods, In an cffort to promote sales the
Rumanians had askcd Israel to act as intcrmediary in thc sale
of some drilling cquipment,

Economic Rc¢forms

83« In reply to a question from the IT.LIAN REPRESNI..VIVE,
Mr, SCHIFFMAN rcported on an interview he had recently had vith
the Vice-Chairman of the State Committee on Prices, Pricos of
industrial products are still rixcd centrally and rcomain
unchanged for long periods, /. rendjustment of the prices of
certain key products is cnvisaged and will tdke placc pcriodical 1y;
nmeans to avoid repercussions on retail prices will have to be
wcrked out later,
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84, NMr. CHAMBERLAIN added that since last year new .casurcs
are being tried in 71 pilot firms., ;s the results achieved have
not been decisive the trial period has been prolonged and no
final decision will be taken before 1970, It is intended to
introduce concepts of profitability and enterprise production
cost, ..ccording to Mr, CHAMBERLAIN, the method of fixing prices
is thc erucial question, He drcw attention, too, to the concept
of competition which in socialist countrics is regarded in a2
special way. A8 rcgards rctail prices, any change vould raise
a basic political problem, and no dccision thcrefore is likely
to be taken in the¢ ncar futuro. ' ‘

85, The CHLIRM/N thanked those who took part in this
session, in particular the Canadian Dclegation for the note
which had been presented, As in thc case of earlier mcetings,
it was deccided that the Economic Directorate should prepare a
rcport of the session., " He invited the cxperts prcsent, as well
as the dclegetions, to send to the International Scecretariat,
beforec 1st May, commcents.swhich they would wish to make and "
also any supplementary information which they might have. .
revised version of Note AC/89~WP/269 could then be prepared by
thc Bconomic Dircctorate or by the Canadian iLuthoritics according .
as the Committee would later decide, S
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