
EXEMPLAIRE 3 G 
COPY . _. 

N 

~ I G I N A L :  FRENCH/ENGLISH 
.9- 6th July, 1967' 

ECONONIIC REVIEW OP INDIVIDUAL EASTERN EUROPEAN COUM!ERIES 

BULGARIA 

Note by the  Acting Chairman  af...%frhe-.CQmmhttee 
o f  Economic Advisers 

Within the framework o f  the second s e r i e s  o f  
examinations o f  economic developments i n  each o f  the  Eastern 
European c o u n t r i e s ( l ) ,   t h e  Sub-Comaittee on Soviet Economic 
Policy  held ox 27th A p r i l ,  1967 a special  session  devoted t o  
Bulgaria  with  the  participation o f  h igh   r ank ing   o f f i c i a s  f r o m  
various  capitals(2).  

2, The Committee o f  Economic Advisers  thought  that  the 
Council  might be in t e re s t ed  by the   resu l t s  o f  this review, In 
the  a t tached  br ief   report ,   the  Committee has attempted t o  
evaluate  the economic s i t u a t i o n  and trade p o l i c y  o f  Bulgaria 
during 1965 and 1966, t o  review, i n   t h e   l i g h t  o f  recent 
developments, the  prospects f o r  the  immediate  future and t o  
draw some conclusions. 

L(--" 
, x  8 v. /, ' ' " 

r. r'  r-\ 

(1) Ykthin this second x e s )  @zechoslov&ia's economy vfas 
e $ x i .  " --,-"966- and-.the main findings have 
been s t m r E r E s ~ & -  in C"( 67 >l (see C-R(67)7, Item III). 

( 2 )  m e   r e s u l t s  o f  the  f i r s t  examining session  devoted t o  
BU1 aria on 2nd July, 1965, are  contained i n  document 

rsproduced as AC/89-D/570 
7 65180; the  record o f  the  second session has been 
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ECONOMIC REVIEW OF INDIVIDUAL  EASTEXW ." EUROPEAN  COUNTRIES 

BULGARIA 

Report by the  Committee  of  Economic  Advisers 

The  present  report  on  Bulgaria's  economy,  established 
in  the  light of a meeting  of  experts  in  April 1967, is intended 
to bring up to date  the  previous  report  submitted to the 
Counci3  .in  1965(x). It describes  briefly  progress  made  in  the 
implementation of the  economic  reforms, as well  as  the  main 
developments in the  domestic  economy and in  the  country's 
external  economic  relations, 

I. RUTORM OF THE ECONOI'.IIC  SYSTEM 

2, Bulgaria  is,  with  Albania and Rumania,  one of the 
less  developed  countries of Eastern  Europe(1).  While  the two  
latter  countries do not  seem to have felt the  need for relaxing 
their  system  of  central  planning,  Bulgaria  has  embarked  on 
economic  reforms.  Although  her  planners  have  given a lot of 
thought to them,  it  seems  that  their  intentions in this  respect 
were  reinforced  by  the exmple of  the USSR. However,  when  it 
came to implement  the reforms, delays  occurred.  The  first 
decision to overhaul  the  system  of  planning and management  was 
taken  at  the  eighth  Farty  Congress in November 1962, but it 
was  only  in  DecemSer  1965  that a complete and official 
description of the measures  envisaged was published. It vas 
then  announced  that  experiments  would be carried  out  in 
selected  enterprises. In his report to the ninth  Party 
Congress  in  JTovember  1.966,  Prime  Minister Z ~ V ~ O V  indicated  that 
the  reforms  were  still in the  initial  period of application 
and  did  not hide that  obstacles  would have to be overcome in 
order  to  apply  them  throughout  the  economy.  At  the same time, 
the  Bulgarian  leaders  committed  themselves to do so and  the 
reforms  are now being  pushed  ahead  at a faster  pace  than  before. 

3.  The economic re forms show the  following  general 
characteristics: 

- the  decentralisation  of  decision  malring to "economic 
associations",  which are expected  to  take  over most 
of centralised  planning  from  the  national  planning 
agencies, to conduct  business  with  the  individual 
enterprises on the  basis  of  contracts, and thus 
largely  determine  the  degree  of  the  individual 
enterprise's  autonomy; 
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- a strengthening of  economic incent ives  by establ ishing 
c l o s e r   t i e s  -between wages and the   en te rpr i ses  I 

performance. Wages w i l l  be i n   f u t u r e  made up of two 
components: a large  state-guaranteed  portion and a 
var iab le   incent ive   par t  which will depend on the 
contr ibut ion t o  t o t a l  production by the  individual  
worker; 

- a price system with three  categories:   f ixed,  variable 
and free.  'Phe pr ices  o f  means o f  production and 
e s s e n t i a l  consumer goods will be determined by the 
State,   Prices f o r  the  remaining  products will be 
determined e i t h e r  by the  enterpr ises  withix a limit 
fixed by the  State ,  by contracts between en terpr i ses  
within naximum and minimum prices   f ixed by the  State  
o r  f reely  negot ia ted between the  producer and the  trade 
organisations ( 2  ) ; 

- changes i n ' t h e   c e n t r a l l y  planned t a r g e t s  that a r e  
mandatory f o r  the  enterprise  coupled with grea te r  
emphasis on net  value added and the   r a t e  o f  p r o f i t a b i l i t y  
as pain success  indicators.  

4. The Bulgarian  leaders want t o  avoid  the economic 
r e f o r m s  going out o f  haad;  they  have  kept  essential  t o o l s  o f  
cont ro l  which might  be  used a t   t h e  f i rs t  signs o f  economic 
disequilibr.lum. 

II e INTBRJYLL ECOROIXtC TRENDS 

decade.  According t o  Bulgar ian   s ta t i s t ics (3  7 ? national. income 
increased on the  average by 9.7% per  year  during  the  planning 
period of 1956 t o  1961 and during  the  period 1961 t o  1965, 
although  the  planned f i g u r e  of 9.8% could  not be reached, a 
r a t e  of 6.5% was achieved, one of the  highest  i n  Eastern Europe. 
In  1966, the growth  rate reached 11$(4), which led  the  Bulgarian 
planners t o  r a i s e  from an  or iginal  7% t o  8.5% t h e i r   t a r g e t  f o r  
the  period 1966 t o  1970(5). 

5m Baga- ia ' s  economy has expaaded ra i d l y  over  the past 

6. Whether. "S g o a l  w i l l  be reached w i l l  depend t o  a 
large  extent '  on the  developments i n   i n d u s t r y ,  which, a f t e r   t h e .  . 

r a p i d  growth of  the l a s t  ten  years - 15.9% during  the per iod 
1956 t o  1961 an?; 11% during 1961 t o  1965 - now accounts f o r  
about 47% o f  the  net   mater ia l   product .   In   spi te  o f  some 
slowing down i n   t h e  pace of expansion a t  the ' end o f  1966(6) the 
inorease i n  industr ia l   product ion l a s t  year  reached 12.2% and 
B u l g a r i a n  planners   are  aiming a t  a fur ther   increase of 11.3% 
t h i s   y e a r  and about  the same r a t e ,  o r  even a s l igh t ly   h igher  . 

one, for the  whole period 1966 t o  1970. Industrial   production 
Will, of course, depend on  the   ra te  o f  p rogress   in   l abour  
Productivity(7).  $or 1967? a considerable f a l l  i n  the growth 
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of employment i s  planned(8),  whereas  the  rate o f  increase o f  
labour  productivity  should a l m o s t  double(9). This, of course, 
implies that the  required  investment, and i n   p a r t i c u l a r  modern 
equipment f rom abroad? i s  available.   In 1966 t h e   r i s e   i n  
i ndus t r i a l  employment, mainly  of unskilled  labour,  exceeded the 
plan and correspocdingly  labour  productivity  lagged  behind what 
was scheduled. It i s  uncertain,  however,  whether th i s  
development represents a va l id   ind ica t ion  f o r  the  future. 

7. Agricultural  production grew more slowly  than 
indus t r ia l   ou tput  and i t s  r e s u l t s  were very  uneven:  an  average 
of 5.7% in 3956 t o  1960 and 3.,2% i n  1 9 6 1  t o  19654 A r a t e  o f  
5.4$ i s  foreseen for the  period 1966 t o  19700 Last year, 
agr icul ture  showed excep t iond ly  good r e su l t s .  There was an 
increase by U$, a f igure a l l  the more impressive  because 1965 
was a bad year (LO).  However, this achievement i s  e n t i r e l y  due 
t o  an  increase o f  20% i n  crop  output (11) Given i n   p a r t i c u l a r  
the  influence o f  clinnatic  conditions, i t  i s  d i f f i c u l t  t o  
deduce f r o m  i t  that the  plan f o r  the coming years will be 
f u l f i l l e d .  

7 
8. I n   s p i t e  o f  t he   co l l ec t iv i sa t ion  o f  agr icul ture ,  

r i va t e  p l o t s  represent a growing pa r t  o f  the  arable  land 
over lo$ i n  1966) and en ter  f o r  a s ign i f i can t   sha re   i n  total 

output: 15% f o r  grain,  over 30% f o r  l ivestock and even  higher 
f igures  f o r  potatoes,  meat,  eggs and honey(l2). 

9. The growth r a t e  o f  investment in   the  Bulgar ian 
economy has  been  very  uneven i n  past years ( l3) .   In  1966,  the 
growth o f  t o t a l  investment  reached 24%(14), mostly, i t  seems, 
owing t o  la rge  i m p o r t s  of machinery(l5) f r o m  abroad ,  financed 
by credits.  The s ta te   sec tor  had the   l i on ’ s   sha re ( l6 )  
whereas  investment by agricultural   co-operatives  hardly  rose 
a t  a l l (17 ) .  There has a l s o  been a sh i f t  i n  investment towards 
trade and se rv ices ( l8 )  and i t  seems that  i n  the  period 1966 t o  
1970 there  w i l l  be an  increase o f  f ixed  out lays   in   industry and 
a dec l ine   i n   ag r i cu l tu re ( l9 ) .  For 1967, the  growth o f  investment 
has been  planned a t  about 14$(20). 

.III. EXTERNAL ECOPTONIC “uu_ RELATIONS 

10. The r a p i d  growth of the  Bulgarian economy was 
g rea t ly   f ac i l i t a t ed  by the  expansion o f  foreign  trade from 
1955 t o  1965. The trade  turnover  (imports + exports) has 
increased on the  avorage  by 15.5% per  year  since 1964? and the 
growth r a t e  was 197: i n  1966. The r i s e  was f a s t e r  over  the 
past ten  years f o r  trade with Western countries (27%) than f o r  
trade with Communist countries (10%). Bulgaria  conducts  about 
74% o f  her  trade with these  lat ter  countries  and,  al though 
this percentage has decreased somewhat over the p a s t  years(21), 
i t  i s  s t i l l  by far  the  highest  of any of the  Eastern  European 
countries(22). 
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11. The USSR alone  accounts f o r  over 50% o f  Bulgaria 's  
t rade  (23 ). Hertrade  turnover  with Bulgaria  has  r isen by 14% 
as an m u a l  average  during  the  period 1961  t o  1966 and, 
although.some  decline i n  the growth r a t e  may  be expected, 
agreements  betweefi the two countries aim a t  a fur ther   increase - 
t he   f a s t e s t   i n   Eas t e rn  Europe - t o  some 10% a year  through 
1970, A Treaty o f  Friendship,  Co-operation and Mutual Help 
signed i n  S o f i a  on 12 th  May, 1966, f o r  a period o f  20 yezrs 
provides f o r  c loser  economic co-operation between the  Soviet 
Union and.Bulgaria, who i s  t o  be even more c lose ly   t i ed  t o  
the  industr ia l   nucleus o f  COMECON. 

12 .  Bulgaria i s  deriving  considerable  benefit  from 
membership o f  COIiII$CO?T. She i s ,  therefore ,   no t   res i s t ing  - 
as some other member countries do - the   ex is t ing  plans f o r  
c loser  co-operation and i n t e g r a t i o n   i n  COMECON* Long-term 
agreements with other COMECON countries  assure  Bulgaria's 
economy o f  o u t l e t s  f o r  pzoduc,ts  which  otherwise would become 
d i f f i c u l t  t o  s e l l  somewhere else.  95% o f  Bulgaria 's  machinery 
exports(24) unsellx,,'dl_e i n  the indus t r ia l i sed   count r ies  o f  
Western  Europe, go t o  COMECON countr ies ,   in   par t icvJ .ar  t o  the 
Soviet Union, Czechoslovakia and the  Soviet Zone o f  Germany, 
Plans f o r  the  period 1966 t o  1970 provide f o r  a pa r t i cu la r ly  
marked increase   in   t rade   wi th  Rumania. 

13. Given these  psospects,  there are obviously l iai ts  t o  
the  expansion o f  economic r e l a t ions  between Bulgaria and the 
~ e . . J ~ o r l d ,  In  1966 Euigaria's trade deficit w i t h  OECD 
countr ies   rose t o  $163.2 mi l l ion ,   In   re la t ion  t o  her   s ize  and 
volume o f  t rade,  her t o a d  indebtedness i s  one o f  the  highest  
in   the   Comunis t  v a r l d :  over $300 mil l ion a t  the end o f  1966, 
t he   l a rges t  part  o f  i t  i o  be repaid  within  f ive  yearsr A t  the 
end o f  1966, outstanding  credits  granted by NATO cou-ntries 
alone t o  Bulgaria m.ounfed t o  $285 mill ion,  of which $37,5 
mi l l ion  were l m g - t a m  c red i t s ,   I n   sp i t e  o f  th i s   Bulgar ia  

b i la te ra l   ba lanc ing  of "cade with Western indus t r ia l   count r ies  
and she  continues t o  i n p o r t  f rom them modern equipment. She 
has already  concluded  several  arrangements f o r  j o i n t  under- 
takings with IIiJestern f L r m s  i n   o r d e r  t o  be assured o f  technical 
know-how and a t  the s a e  time o f  an o u t l e t  f o r  products i n   t h e  
West, She has also skown some.interest   in  co-operation with 
in t e rna t iona l  economit bodies,  such as GATT and FAO, 

VUULUU 
annmc. t o  k,e ~ ~ f ~ - ~ ~  C- -W-< -A-! *- AT*-- + A  L/u S V  "Ad G W . L . l q j  U V G S  U U  8 ayatei?; Û f  

14* Receipts f r o m  tour i sm samewhat offset Bulga5fa's trade 
d e f i c i t .  They are   reported t o  have  reached $40 m i l l i o n   i n  
1965, about ha l f  of w h c h  was i n  hard  cnrrencies, and th2:jr may 
c0ni;iXUe t o  increase in the  future,  The flow of  touï-is-ts in'to 
Bulgaria 'not only helps  the  balance o f  payments of -&is C O l x t I t r Y ,  
but a t  the same time it  involves many personal  contacts with the 
local population and cannot fa i l .  t o  have an impact on i t s  
P o l i t i c a I  out look ,  i n   p a r t i c u l a r   i n   g i v i n g  i t  a t ruer   p ic ture  
of l iving  conditions  abroad, 
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$ 4  IV. COMCLUSIONS 

15, In shor t ,  t h  e Bulgarian economy (by cont ras t  with the 
note o f  caution  included  in-the  previous  report  submitted t o  
the  Council(%), has continued t o  grow at a r a p i d  r a t e  and i t  i s  
planned  t o  maintain a f a s t  pace o f  cxpansion in   future   years .  
The economic reforms now implemented may a f t e r  a t r ans i t i ona l  
period assist i n  achieving this ,  The economic progress o f  
Bulgaria has, however,  depended largely on foreign  trade and 
foreign  credits.  Bulgar ia  has mlc.%zi.ned  close economic 
r e l a t ions  with the USSR and Co-operztion with the COMECON, 
while  obtaining  credits f o r  i m p o r t s  of modern equipment f r o m  
the West, and, in   spi te  o f  her heavy indebtedness,  she inCends 
t o  continue t o  do s o  i n   t h e   f u t u r e ,  

1 6 ,  In t h e i r  economic policy towards Bulgaria, Western 
countries  should  probably  discount  the p o s s i b i l i t y  o f  
s ign i f icant ly   loosening   the   t i es  - b o t h  of  a p o l i t i c a l  and 
economic n a w e  - o f  t h i s  ccun'iry wfth Soviet  Russia, A t  the 
same time  the flow of t o u r i s t s ,   i n  sedition t o  providing 
Bulgaria with foreign exchange, has probably made a 
psychological  impact on the  local  population, Also, the West 
has an economic i n t e r e s t   i n  developing  trade with Bulgaria 
which provides  an  outlet  f o r  i t s  indus t r ia l   expor t s  and i s  
committed t o  l a rge  repayments o f  Western c red i t s .  On the  other 
hand,  Western countries  should be ca re f i l   no t  t o  over-play 
t h e i r  hands in   ma t t e r s  o f  c r e d i t s  t o  the  point where the 
credit   worthiness of Bulgaria  might be i n  danger. In 
developing economic re la t ions   wi th  Bulgaria, care should a l s o  
be taken  not t o  damage the   l eg i t ima te   i n t e re s t s  o f  Western 
countries,   especially  those which a re  s t i l l  in   the   course  o f  
development, 

17.  With these  qual i f icat ions,  Western countries  should 
give due consideration t o  t he   i n t e re s t   t ha t  might be derived 
from Bulgaria 's   entering i n t o  contact with in te rna t iona l  
economic organizations o f  the Free 7;fG-Fid. They should  take 
such s teps  as they   f ee l   t a  be appropriate w i t h  a view t o  
developing trade with Bulgaria,   Joint  projects between 
Bulgarian enterpr i ses  and Western firms should a l s o  be 
encouaged. A s  was already emphasised in the  previous  report ,  
Western countries  should  pursue  an economic pol icy   f lex ib le  
enough t o  a l l o w  them t o  explo i t  any opportunity that future  
economic developments i n   Bu lga r i a  may of fer ,  and with t h i s  end 
i n  view s h o u l d  cont inue  to  f o l l o w  such  developments closely,  

(3) C"( 65 )SO 
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Footnotes  referred t o  5.n " C-$G7)39 

GNP per head i n  1964 using  calculated exchange r a t e :  

Bulgaria = 690 
Rumania = 680 

The proportion 
categories  has 

dollars 
d o l l a r s  
Economic Committee, 
Par t  IV, 

o f  products   fa l l ing 
not  been f ixed ,  I n  

P r i c e  system  has  largely  served as 

Congress o f  the USA 

i n t o  each o f  these 
Czechoslovakiay whose 
a model f o r  the  

Pre-publication  text o f  the Econonic  Survey of Europe i n  
1966, SCE Geneva, Table 30. 

Against 9% planned. 

I n  1967, nat ional  income i s  scheduled t o  increase by 9%' 

Plan 1966: 4,3$; ac tua l :  7*4%; Plan 1967: 2.8%. 

1966: 4,5$, Plan 1967 : 8.3%. 

(10)  1963:  2,6%,  1964: 11.4%, 1965:  1*€3%. 

(11) 1963:  4*6%,  1964: 10*3$y 1965: -1*5$* 

( 1 2 )  Potatoes: 27*3$, meat: 32,2$, eggs:  48,3%, honey (50.5%). 

(13)  1962:  4,5$9 1967 : 1 4 , ~ ? % ~   1 9 6 4 :  10,276, 1965: a%. 
(14) In  the  State  sector  investment even s h o t  up by 29% 

" Source : Sta t i s t eeesk i  Godi2hi.k 1965 
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(18) Trade  (annual  changes) 1962 = 18*1%, 1963 = l e g % ,  
1964 = 24*5$, 1965 = 14,6% at 

I current  priceso 
Services (annual changes) 1962 = -6*1%, 1963 = 12,4%, 

1964 = l!jOO$, 1965 = 22.5% at 
current  prices. 

(19)  Industry: 1961-64 = 46.5%, 1966-70 = 52.4% 
Agriculture: 1961-64 = 26.0%, 1966-70 = 18.4ka 

(20) A s  a percentage o f  GNP, gross fixed  investment at 
estimated  factor  cost in constant  prices mounted to 
23.7% in 1950-54,  27J$ i n  1955-59 and 4 L 5 %  in 1960-63, 
" m .  Source: . Joint  Economic  Committee,  US  Congress 1966, 
Part IV, 

(21) 1963 : 79$, 1964: 75%. 

( 2 2 )  Czechoslovakia: 68.6%, Zone  Germany:: 70,4$, Hu.ng:,;.r-T 6""r9k9 
' Poland: 60,4$, Rumania: 60.6$, Soviet  Union: 62.% in 1965, 

(23) Share  in  total  exports: 1960 = 5307$,  1961 = 50,8$, 
1962 = 50,2$, 1963 = 53e4%,  1964 = 53,1%,  1965 = 52,2%, 
Share  in t o t a l  imports: 1960 = 4506$, 1961 ="!j3e4%, 
1962 = 56,3$,  1963 = 53.5%, 1964 = 52c7'$p 1965 = 49-9%0 

(24)  The  share of machinery  in  total  exports was 241.2$ 5-1: 1966 
and is planned to reach 37% in 1970, 
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