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ECONOMIC REVIEW OF EAST ETJROPEMJ COUNTRJES 

RUMflMIA 

Note by the Chaimm of  the  Cornittee o f  Econon2c Advisers 

I n  the  second s e r i e s  o f  examining  sessions on the 
economic developments o f  East European countries(1) 2. special  
session was devoted t o  Rwnania with  the  par t ic ipat ion o f  
Experts f r o n  various capi ta l s ,  

2. The Committee o f  Economic Advisers  thought  that  the 
CounciL night  be in te res ted  i n  t h e  r e s u l t s  of this review 
which, i n  accordznce with the  agreed procedure, are s m a r i s e d  
i n   t h e  c?ttachcd  report. 

(Signed) A. VINCENT 

O TAN/l!?ATO 
Brussels, 39. 

(1  ) Czechoslov2.kia (C-l!!I( 6 7 )  1 ) ; Bulgaria (C-M( 67) 39) ; Soviet 
Occu i ed  Zone o f  Germzny (C-M(57)45) and Hungary 
(C-14767) 67) . 
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Rcpoc t  @ m e  " Committee o f  Economic Advisers 

1. Although among the  East European Comunist   comtr ies  
Rumania i s  one o f  the   best  endowed in   natural   resources ,  i t s  
Gross  National  Product  per  head i s  s t i l l  one of  the  lowest i n  
Eastern  Europe(1).  Rumania's economy has  continued t o  expmd 
rapidly,   but  the  rate o f  growth has been h igher   in   indus t ry  
than in   ag r i cu l tu re ,  and in   i ndus t ry   i t s e l f   t he   ou tpu t  o f  
cap i ta l  goods has  increased  nuch more than that o f  consmer 
goods. This explains why the  standard of l i v i n g  - rrhich i s  
s t i l l  low - i s  inproving  only  slowly. This s i t u n t i o a  seems 
t o  be accepted with resignat ion by the population, It does 
not   c rea te   se r ious   d i f f icu l t ies  f o r  the   au thor i t ies ,  who have 
gained  widespread  support f o r  their   foreign  pol icy aiming a t  
a higher  degree o f  independence of  the  Soviet Union. 

2,  Rumania has recently  undertaken some measures o f  
economic refora ,   but   these  are  more l imi ted   than   in   o ther  
Communist countries of  Europe and  mhat t he i r   p r= l . c t i cd   e f f ec t  
mill be in   the   near   fu ture  i s  not  yet  clear. 

3 .  The a t t i t u d e  o f  Rumania towards  the  Soviet Union 
h w  been one o f  reserve,  i f  not  defiance, on  economic 3 s  well 
as  p o l i t i c a l   m t t e r s .  In  pa r t i cu la r ,   he r   pa r t i c ips t ion   i n  
COMECOM i s  se lec t ive  and never  goes beyond the  point where 
Ruan ia  thinks her own na t iona l   i n t e re s t  would cecl.se t o  be 
served. 

4. The developnent o f  economic r e l a t i o n s  wit11 the  Free 
World - and in   pcr 'c icular   the  grant ing of export   credi ts  on 
3. large  scale  - plays a growing pa r t   i n   he lp ing  RLux.nia t o  
maintain r t lpid economic growth and t o  pu-rsue independent 
pol ic ies ,  

5.. There has  been a marked s h i f t  of Rwilc7.nia' S t rcde  
from Comunist  countries t o  the  West. Nevertheless,  about 
h d f  o f  t h i s  t rade  i s  s t i l l  conducted w i t h  Comrmnist countries 
(End about o:le-third with the  Soviet  Union i t s e l f )  . T h i s  
Leaves Rumania s t i l l  vulnerable t o  economic pressure from 
other COIIIECON countries.  Although some further reor ien ta t ion  
o f  t rade seems t o  be possible t h i s  implies   that  Rumani?. can 
f ind   i n   t he  Free World n o t  only  sources o f  supply  but a l s o  
o u t l e t s  f o r  her  products.  hddikional  export  credits may 
i nc rease   t he   f l ex ib i l i t y  of Rumania's t rading  posi t ion but  
she has received  large amounts of such  credi ts  i n  recent  yenrs 

"y W 

( 1 )  Based on US estimates,  adjusted  purchasing power equi- 
valent  o f  1965 dol la rs :  Rumania 830, Soviet Union = 
$1,427, Eastern Europe  average = 180, Western Europe 
average = $1,603, United  States  

-3- NATO C O N 3 ~ 1 D ~ N T I A L  
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C-M(68) 31 

and has thus become  fairly  heavily indebted. Bearing  this 
new situation in mind  the  conclusions o f  the  previous report(?) - 
as regards the attitude of NATO countries - are  generally  valid, 
NATO countries  should  continue  to  take  the  steps  they feel 
appropriate to  expand  trade with Rmania and, nore generally, 
they  should maintain flexible  policies with a view to  taking 
advantage  of  any  opportunity which ney occur to inprove  their 
economic relations with Runania. 

11. "V A G R I C X G J  

6. Collectivisation  of  agriculture, which was completed 
in 1962, seems to have been  achieved more smoothly  than in aost 
of the other Oomunist countrieso As the result of a higher 
level of procurements f rom the peasants and in view of  the low 
rate of population  increase,  output has been adequate to meet 
the growing needs of the  towns  and  to  provide for the  rapidly 
expanding  export  of  agricultural  products.  These  exports have 
helped  to furnish the  foregin  currency  required Tor the  import 
of nachinery 2nd  equipment fron western countries. 

7, Howeverg Rumania's agriculture which employs  over 
50% o f  the totd labour force(2) is still prinitive  by  European 
standmd-s, Yields per hectare of basic crops( 3)  cnd use of 
chenical  fcrtilieers(4) are m o n g  the lowest in Ec.stern Europe, 
Privztely  tended  plots (7% of arable  land)  yield  the bulk of 
the  potato  crop  and  show much better results than those  worked 
by the  collectives.  The  average  annual increzse of total 
sgriculturnl  output in the period 1961-1965 ,mounted  to 2.5%. 

8. Nthough the  Rumanian  planners  are  giving loner 
priority  to  investments in agriculture from Sixte funds(5) 
they hope that prod-uction  can nevertheless be increased at Sn 
annuel  average of 4.5-5,7$ in the period 1966-1970, In fact, 
the annual average (7.5%) for 1966/1967, the first  two years 
of the current planning  period,  seems  to justify this hope. 

(1) C-M(65)18 
(2) Share of  total labour force in agriculture: 1950 = 74.15, 

1960 = 65.45, 1966 = 55%. 
( 3 )  Yield in quin$als pe r  hectare (1966 figures): mim = 

24.4 (Hungcry = 31.6); wheat = 16,7 (Bulgaria = 27.9). 
(4) In kilograms (pure nitrogen  content)  per  hectare  of  arable 

lmd: 1964 = 19, 1965 = 27, 1966 = 34, 1967 = 59 
(Czechoslovakia:  1966 = 182; Zone: 1966 = 286). 

( 5 )  ShP& of total investnent (zt 1959 pr ices) :  1951-1955 = 
g o @ ,  1956-1960 = 14.9%~ 1961-1965 = 15.5$, plmned 
1366-1970 = 72,6$. 

NATO COrJPI -4- 
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III. INDUSTRY 
" 

9. Industr ia l   product ion i s  contributing raost t o  Rumania's 
economic grovuth. Its. znnual  rate of  increase i s  anone; the 
h ighes t   i n   t he  vrorld (13.8% in   the   per iod  1961-1965), c?.pital 

7 oods  (Group A) being  favoured a t   t h e  expense o f  consmer goods 
Group B ) .  Rapid  growth in   recent   years   has  been made possible 

by the  high  rp.te o f  investment( 1 )  ( i n   pa r t i cu lm  in   nach ine rg  
and equipment) 8nd by large impor t s  o f  equipnent nad technical 
know-how f r o n  the  West(2).  In 1966, industry  accounted f o r  an 
estimzted 36$ of GNP end 19.7% of the  labour  force, Although 
the  growth o f  p roduct iv i ty   in  Rumania's industry nay be expected 
t o  slow dovm i n   t h e   1 9 7 0 ~ ~  it probably will reuain  1"airly  rapid 
over  several years, 

'i 
IO. In  the  plonning  period 1966-1970, g ross  i ndus t r i a l  

roduction i s  t o  i n c r e m e   a t  an a m u a l   r a t e  o f  10.6-11,6$ 
i n  1966 itrincreased by 7 1.7% and i n  1967 by 13.5$) 'During 

this period, a large  nmber  o f  plants  previously  under con- 
s t ruc t ion  will cone i n t o  full production, Many o f  these  plants 
use  n,n.chinery  inported f r o o  the West and cre  capable o f  
producing goods o f  higher  quality  than  could  have  been  obtained 
with nachinery  produced i n  Rumania o r  other  Comunist  countries. 

11. On the  whole,  Runania's i n d u s t r i a l  p l a n  rnalres econonic 
sense  since  nost of the  investnent i s  based on the  r2.w n a t e r i e l  
available  in  the  country  (petro-chemical,  food processing, wood 
processing). HoweverS output of crude o i l  i s  increasing  only 
slowly as a r e s u l t  of  the  deplet ion o f  known oil reserves and 
Rmania w i l l  begin, in 1968, t o  inport  crude o i l .  Rumnials 
refining  capacity i s  increasing  fas ter   than i t s  o i l  production 
and the  decision t o  export  donestically  processed  crude with 
l o w  sulphur  content 2nd t o  inport  lower  quality  crude from I r a n  
i s  therefore ,   econor icd ly  sound. The enphasis  placed on a 
r a p i d  expansion of  the   i ron  and s teel   product ion i s  nore 
questionable f r o n  an econonic  point o f  view. This policy V J ~ S  
o r ig ina l ly   insp i red  by Cormunist ideology which  favoured heavy 
industry; n o r e  recently  the  Rmanians have been cnxious t o  
f o s t e r  all round inGustria1  developnent as a nems o f  achieving 
p o l i t i c a l  and econonic  independence. 

IV. CILINGES I__." I N  EOONOl'JIC WdAGEMEMT k d D  PLiiITNING 

12. The Runanian econony i s  perforning  quite  sz. t isfactorily 
2% present and i t s  planners are under no imedia te   p ressure  t o  
ini t iD. te   basic   inst i tut ional  changes.  Further  econonic 
expansion n2-y  be C i f f i cu l t  t o  nchieve  within  the r i g i d  fra.nemork 
o f  the  present  plnnning  nechanisn  the  rhgine is now 

( 1  ) As a share o f  total   investnent :  1959-1965 = $9.4$? 1966 = 
54.5% o f  which Group A .= 45.8% and Group B = S,7$. 

( 2 )  These inports  mounted t o  about 20% of totc21 investnent 
i n  machinery s.nd equipnent f o r  1965. 

"P 
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experimenting  with  economic  reforns,  The  measures  approved by 
the Nationrtl Party Congress in Decenber 1967 rre plcnned to be 
introduced  gradually and will be  combined with a najor overhaul 
of the  provincial  bureaucracy, 

13. These masures - the  tern llrefomsil  is studiously 
avoided by the Runanians - seem  to ain essentially at: 

- relieving the central  economic  bodies o f  the  need 
of supervising  the  current  cctivities of enterprises 
through  the  setting up of "industrial cen-t;rals"; 

- rearranging  the systen of conpulsory  indicators; 

- reducing a nunber of centrally  distributed  products; 

- nodifying  the former systen of budget  finance of 
enterprises  by  increasing  the r ô l e  o f  bank  credits 
and  self-finance; 

- co-ordinating  the  policy of price  fixing  between  the 
central  authorities  and  the  newly  established 
ilindustrial  centrals1' ; discouraging  enterprises fron 
excessive use of inported  products  by  raising  the 
price 0-f sone imports; 

- a high degree of differentiation in the wage systen 
according t o  quantity,  quality and responsibility 
o f  work. 

The uost striking  feature o f  these  proposed chhges will be 
.the setting up of new economic units between the ninisterial 
2nd enterprise levels. These new llindustrial centrals*1 will 
hcwe broad  control over groups of enterprises of the srue  
branch  and will eventually  carry out nnny of the planning  and 
nanagement functions previously  exercised by the central 
goverment, including  substantial  responsibility for foreign 
trade, 

14. Seventy-one  enterprises have been testing  sone of 
these new neasurcs since the Diddle of 1967. A11 that is 
known about then is the f a c t  that these  enterprises  contribute 
about 15$ to  total  industrial production. It is not  known 
whether t'ney continue  their  experinent and there is no 
indication as to  the results achieved so far. Heither is it 
clear whether the new principle of -individual  investment by 
enterprises out of retained  earnings will be  a.lreaily introduced 
in 1968. Finally, there are indications that- sone rethinking 
has taken place recently.angng the Runanian leaders and it 
has becone  doubtful  whether the new 'lindustrial centrals" will 
be  able to exercise the functions  delegated  to then by the 
central  authorities  according to  the IIDraft Directives", 
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v, 

Ties t 
with 

FOREIGN -EOONOMIC 4" REUTIONS 

15. The pronounced s h i f t  o f  Runanial s trade  towards  the 
has   r e su l t ed   i n  1967 i n  an  even  balance  between t rade 
Collmunist and non-CoLmunist s t a t e s .  No other  Ecst  

European Comunist  country  has gone s o  far i n  pushing t m d e  
mith the West, 

16. I n  the y e m s  1960-1966, Rmanian  t rade  incressed  a t  
2.n average annual r c t e  o f  13%  compared with only 4% i n   t h e  
years 1956-1959, During this period,  trade with C o m u n i s t  
countries  increz.sed by a t o t a l  o f  only 7576 wherezs t rzde  with 
the non-Connunist countries  rose by 369%. As c2 resu l t - ,   the  
shere o f  non-Connunist. countr ies   t rade  incremed fron 20.2$ 
i n  1959 t o  br0.4$ i n  1966. Although  the  Soviet  shnre f e l l  f r o n  
4'7% i n  1959 t o  34s i n  1366, the  Soviet Union renains  Rumnia's 
principal  trading  partner.  Trade w i t h  the  other COPdBCON 
countries  declined f ron  25,1$ o f  the t o t a l  i n  1959 t o  20,6$ 
i n  1966; Czechoslovzkia and the Zone are  Ruuanizu*s  nost 
i r q o r t m t  trading  pcrtners,  

I?.  The comodity  composition o f  foreign  t rade shows t h a t  
fue l s ,  rm n a t e r i a l s  and seni-finished  products s t i l l  represent 
the  nost  iapor-tant  cctegory o f  exports  al though  their  share fell 
fron 68% i n  1959 t o  49% i n  1966, Among t h e   f a s t e s t  growing 
exports have  been chenicals  which, i n  1966, were nearly six 
t ines   the  1959 level.  Foodstuffs'conprised 24% of t0tl . l   exports 
in 1966 2nd nachinery  (mainly i n   t r a d e  with COMECION countries) 
sone 19%. Irqsorts of nachinery and equipner,t  accounted f o r  
41% of t o t a l  i n p o r t s  f o r  1966, o f  which nost cane f r o n  the 
West(1). The share o f  the West i n   t o t a l  Rumanian inpor t s  
increased fron sone 20% i n  1959 t o  alnost 43% i n  -1966. 

18, During the  1958-1966 period, RumaniCu incurred 2. 
cwmlative t r zde  d e f i c i t  o f  sone 450 n i l l i o n  do l l z . r s (2 ) .  This 
deficit  increased  considerably  during 1967. To cover i t  
Rurilania hzs receivedg over the prtst years ,   qui te   substant ia l  
c red i t s   f ron  both C o m u n i s t  and Western countriesI Between 
1965 and nid-1967 new export  credits  extended by NbTO corn t r ies  
alone  mounted t o  corn tries nillion, lion, a large par t  o f  which has 
not y a t  been  used.  Outstanding  indebtedness  on  2rivnte 
guaranteed  credits f r o n  NATO countries drawn since 1959 
totalled  about $220 n i l l i o n   a t   t h e  end o f  1966, I n  Fildition 
t o  these governner,t  gumanteed  credits sone NATO countries 
hcd extendecl pr iva te  non-guaranteed c red i t s  t o  Rmaniz, 
About  $50 n i l l i o n  o f  these  credi ts  were drawn a t   t h e  end o f  
1966 so th2.t t o t a l  Rurmnian indebtedness t o  NATO countries 
mounted t o  an estimcted $270 rnillion a t  that   dzte ,   Credi ts  

( l )   I n  1965: 37% of t o t a l   i n p o r t s  f r o m  the  West conpared with 

(2) 291 n i l l i o n  with non-Comunist  countrieso .l58 n i l l i o n  with 
20% i n  1959, 

Comlunist countries. 
-7- NATO (IONFIDENTIAL 7 
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extended by indus t r i a l i s ed  non-NATO countries were conparatively 
sna11. Outstmding  indebtedness was an est inzted $50 n i l l i o n  
=st the end o f  1966, The expansion o f  t rade  with Western 
coun-tries has been   s ign i f icant ly   f sc i l i t a ted  by these  credi ts ,  
which  hzve ralso helped  Rmania t o  acquire  noderil  technology. 
Howeverg they  have  reached  such a l e v e l  thc7t the  Rmanizns 
themselves  seen t o  have begun t o  doubt the  nisdon o f  resor t ing  
t o  then t o  the  sane  extent as in   recent   years .  

19. Since 1956 Rumania has  extended some  $267 n i l l i o n  
worth o f  c r e d i t s  t o  less-developed Third World countries  but 
only $51 n i l l i o n  hcd  been d r a m  by the  middle of  1967. 

20, Runanic's g o l d  reserves  have  sonewhat  enhanced  the 
countyy's  creditworthiness. These - reserves ,   subs tmt ia l  for 
a country  the size of  Rmania, mounted t o  sone $1 10-130 
n i l l i o n   a t   t h e  end of  1966, Since 1948, Rumulia h m  s o l d  
sone $1 IO n i l l i o n  o f  g o l d ,  all ' o f .  which  went t o  Western 
countries.  Donestic  production o f  gold was es t inz tcd  t o  be 
worth between 12 znd 25 n i l l i o n  dollars a yem  ( the  United 
States  Authorit ies  favour  the  higher  f igure,   the  Gemm and 
United Kingdon .Authorit ies  the lower). 

21, Exchanges o f  goods. among C o m u n i s t  countries have 
been acconpmied by various foms o f  loans o r  c r ed i t s ,  During 
thz  period o f  1945-1956 Runania received sone $189 n i l l i o n , .  
s ince when she hss received  fron  the USSR only $28 n i l l i o n ,  
covering  purchmes f o r  the  Iron  Gates  hydro-electric  project, 
i n  1965. Over t h e   l a s t   t e n  y e a r s  Runania hGs received  sone 
$130 n i l l i o n   f r o u  Czechoslovakia,  the Zone, Poland and Hungary; 
she  herself   has  since 1950 granted  other  Commnist  countries 
sone $1 50 n i l l i o n  of  loans o r  credi ts .  

22. The dependence of Runania's  heavy  industry on raw 
n a t e r i a l  inports f ron '  o t h e r  Comuni s t   coun t r i e s ,   i n   pa t i cu la r  
the  Soviet  Union,' does not seen t o  d i s t u r b  the  Rm?.ni,o.n 
lex lersh ip(1)  e Should econonic  pressure be aiyplied i t  would 
undoubtedly hurt   the  Rmanian economy. However, various 
p o s s i b i l i t i e s  would be l e f t  open t o  the Runanians t o  renedy 
this s i tua t ion ,  They could  switch t o  imports  fron non- 
C o m u n i s t  countries a s  suppliers o f  raw n a t e r i s l s  and buyers 
of raachinery, One of t h e i r  principal  preoccupztions would be 
the  naintenmce o f  s t e e l  production. But the Rmmians  night  
be prepared, as  they have done i n  the   pas t  p t o  cut  down 
tenporar i ly   thcir   product ion of s tee l   un t i l   the   supply  
s i t u a t i o n  had inproved. The Runanians n ight  d s o  f ind i t  
d i f f i c u l t ,  i n  czse of a c r i s i s ,  t o  market in  the  Free World 
their   export   products  which are intended for OOllIECON countries. 
1% i s  not  excluded  that  they  nay  turn Soviet econonic  pressure 
t o  t h e i r  cc?vsr,ntzgc i n  o r d e r  t o  enhance their  bargaining 
posi t ion ill llcgotiations with the indus t r i a l i s ed  West over 
econonic  matters. 

(1)  Runanian  self-sufficiency i s  as  fo l lows:  i n  iron ore :  
- 

48,4$, i n  coking  coal: 62,176, i n   me ta l lu rg ica l  coke: 
60e3%, i n   r o l l e d   s t e e l :  79.5$, i n  rubber: 66$. 

* .  
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23*  The Ruamians  continued t o  show i n t e r e s t   i n  
p?.r t ic ipat ing  in  GATT. They endeavoured t o  take advantp.go 
o f  t he   r e su l t s  o f  the  recent UNCTLD nee t ing   i n  New Delhi t o  
expand the i r   t r ade  with developing  countries. They hoped t o  
en t e s   i n to   j o in t  ventures in   these  countr ies  with Western 
partners. In this they  night  have  an  advantage  over  the 
other &.st Xuropesn countr ies   s ince  the  pol i t ical  ar:,guzmnt 
i n   t h e  Wsst tends t o  favour Runanians as  partners. Altl?ough 
the Runanians m e  i n   p r inc ip l e   aga ins t  supra-national 
organimtions  they do not f o l l o w  the Soviet   lezd  in   a t tacking 
the Cormon Mzrlret, The change in   pos i t i on  hzs ,oilso becone 
evident   in  Ruanico.' s r e l a t i o n  with C1OXECON. The Runanians 
have  sonewhct relzbxed the i r   pos i t i on  by opting  out o f  
agreements rather'."than  vekoing  .then.  fdthough they par t ic ipa te  
i n   d i f f e r e n t  CONBC03f corn i t tees ,  they co-operate o n l y  on the 
basis  o f  the   " interested par ty"  principle.  
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