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P aragraph 9:
Replace whole paragraph by:

"Unl ke the Soviet Union, where foreign trade is of minor
importance to the country's economy, the European satellites
depend on it tuv a considerable extent. According to
calculations by some ‘estern economists, foreign trade (in
one direction) accounts for the following approximste
proportions if compared with estimated GNP: Soviet Union -
less than 3%, Poland - about 7%, Roumania - about 8%,
Czechoslovakia - about 11%, Soviet Zone of Occupation of
Germany - about 12% and Hungary - ebout 13%. The comparable
figures for the United States are sbout 5%, and for the
United Kingdom about 47%."

Page 8, paragraph 13, line 13:

After "Czechoslovakia" gdd " ..., though eager to rationalise
production by producing a smaller variety of goods on a
larger scale and therefore favouring COMECON division of
labour policies, ¢.."

Page 8, paragraph 13, line 15:

Delete " -~ even ... expansion - "

Page 8, paragraph 1L:

At the end of the paragraph gdd: "Polish fuel prices and
Roumanian meat prices have also increased this year.

(1) These modifications are put forward by the Eccnomics
Directorate on the basis of United Kingdom comments.
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13. Though division of labour within the framework of
COMECON is making progress in certain sectors, it is doubtful
whether this orgenization will be able to push ashead with its
policy of rcgil.nanl specialisation, as contradictory economic
trcends and national intcrcecsts seem to be devcloping, the more
backward countries bcing reluctant to slow down their pacc towards
full industrielisation, and the more advanccd being ineremsingly
concerned about expending additional resources to assist. less-
developed satcllites. The attitude of COMECON member countries
towards intcgration secms to vary considerably: Poland shows grcat
initiativ>, though mostly of a self-promoting nature. Thc Sovict
Zon¢ of Occupation of Germeny and, to a lesscr extent, Bulgaria,
scum to be most susceptible to Soviet pressure. Czechoslovakia
is anxious to maintain thc¢ high living standard of her population -
cven to the detriment of economic expansion - and Hungary also
has to make concessions to the consumers, whereas Roumania sccoms
to disagree vdith most of COMICON's proposals and to opposc their
implomentation.

Living standardse-

14, Gains in the standard of living eppear to have been
small in most. countries of the region. Aversge real wages in the

_ non=ngricultural scctor eithe¢r remained at the level of 1961 or

dcclined, but family incomes may have incrcased somewhat as a
result of expanded cmployment, and an increase in the scope and
substence of social benefits. Though supplies of consumer goods
have improved in volume in most countries, sasles of some goods,
especinlly textiles, slackened, because of bad quality and assort-
mcente Shortages of meat and dairy products appeared in a number
of countries, In Bulgaria, (as in the Soviet Union) prices for
these goods have been sharply incrcased, with lesser incroases in
Hungary and the Soviet Zone of Occupation of Germany, where meat
and butter have virtually becn rationed under a "register with
your supplicr" system.
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. Population: 17.1 million
Area: 107,834 sq.kme

Introduction

1. The part of Germany nowunder Sovict rule had alrcady
been highly industrialisced before World War Il1. With an arca
comprising 22% of the entire area of Germany, this region
rroduced over 27% of all German gross industrisl output. After
the War, large-scale removal of industrial equipment, the dis-
mantling of nearly all sccond tracks of the railway lines,
military requisitioning and other reasons combined to shatter
the cconomy. For a numbcr of years, up to 20% of the entire
total of goods and services produced went to the Soviet Union
as rcparations, )

2. After a change in Soviet policy around 1955 allowing
th¢ cconomy to ‘recover, the Soviet Zone of Occupation of Germany
gradunlly became thc economically most powerful of the European
satcllites and the most important trade partncr of the Sovict
Unicn accounting now for spproximatcly 20% of the Sovict Union's
total trade turnover. The Soviet Zane of Occupation of Germany
is a highly specialised supplier -f machincry and chemicals for
the COMICON aren.,

Planning

3. The Scven-Year Plan 1959-1965 does not appear to have
bcen too successful; the average annual incercase torgets for nct
material product of 6.8%4 and for industrial production 9.4% havo
not becn achieved during the last three yecars, As carly as last
year, the Ulbricht régimc felt obliged to revise the 1962
targcets, TFurthermore, at the end of 1962, the Seven-Yenr Plan
had to bc abandcned halfway, an intermcdiatc plan for 1963 hal to
bu worked out, new planning methods and index systems had to be
introduccd after the new Soviet pattern of quality, proedactivity,
and profit, and a new Seven-Year Plan for the yecars 196L4-1970
was announccd. According to Ulbricht's statemcnt at the
Comnunist Party Congress in East Berlin on 15th Jenuery, 1963,
thc target of the new Seven-Year Plan includes an ingrease ovar
the expected 1963 results of 35% in net material product,

nnnunl average L.U%) and of 60#% in industrial production
iannual average 7 to 7.1%).
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Net material groduct

L. The information on the 1962 economic plan results
published by the Ccntral State /dministration for Statistics on
21st February, 1963, do not give any figure for the rate of increase
of nct material product (national income). According to official
statements made on other occasions, the incrcasc in 1962 may be
cstimated at 3%, ie.e., 8lightly less than the 1961 rcsults of 4.1%,
but a 1little short of the rcviced target of 4.5%. The economic
plan for 1963 provides for an increase in net material product of
5.5% over 1962, :

o eem e . . - -

Industrial production .

He According to the official statcment ustrial produc-
tion in 1962 reached 80.15 billian Eest Marks(1l) rising by 6.1%
over 1961 nnd thus fulfilling the modest revised 5.8% targct set
carlier in the ycar, but remazining much below the 9.L% target in
the abandoned Seven-Year Plan. The production of capital goods is
said to have risen by 6.9% and that of consumer goods by 3.3%.
Mcchanical engineering achieved the highest rate of growth with
9.1% followed by the chemical industry with 7.8% and electricity
gencration with 7.6%, whereas the output of pcwer transformers and
ship diesel engines wore reported to have becn below plan.
Ibsolute production figures do not seem to have becn released.

6. n 1963, gross industrial production is plenned to
incrcase by E.E% to 84.9 billion East Marks, with thc¢ ocutput cf
metallurgical goods rising by 13%, electrical equipment by 11%,
prccision and optical instruments by 10.9%, heavy industry by
10.6%, cngineering by 10.5% and chemical industry by 8%. The share
of industry in the gross social product is expected to increase
from 66% in 1963 to 705 in 1970.

7. Productivity in 1962 increased by 8.U% - the highest
increase figure in the Soviet bloc - against a 6% target in the
rcvised plan. The planned increase is 7% for 1963, and 65%
(annual average 7.4%) for the new Scven-Year Plen 1964-1970. The
industrial labour force, already depleted by the mass exodus of
1948-1961, has dcclined further in 1962 as a counsequence of low
wartime birth rates. This decline will continue up to 1965 when
the working population is estimated to constitute only 55% of thc
teotel population, as against the present 59-6063. The future rise
of inCustrial output will wholly de¢pend on an incrcase in
productivity, as labour resources arc fully extended and manpover
shortages exist even in agriculture. In particular, women cannot
be ealled upon to alleviote the situation, as their share in the
total labour force is already asbout 465, one of thc highcst in
the Sovict bloc; there are also no reserves for an increase in
woresing hours, which at the end of 1962 were L8 hours per week,
with 4 "voluntary" hours annexed.

(1) Scc Annex for rates of exchangees
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Jariculture

8. The lack of any official figure for gross agriculturcl
production in_ 1962 suggests that it did not fulfil expectations,
although thc harvest results are claimed to have "substantially"
surpassed those of the bad previous year, with a grain harvest
of 5.9 million taons (+ 23%) and a potato crop of 13.2 million
tons (+ 58%). Production plans of grain, vegetable and other
crops, are said to have been fulfilled '"for the first time in a
considerable period". On the other hand, livestock production,
which w2ighs hecvily on the total, appears to have declined.

Lack of fodder as a result of the poor 1961 harvest, black market
slaughtering, and “organizgational faults" are being blamed. Pigs
are said to have decreased by over 10% to & total cf 8.0 million,
and cattle by about 5% t¢ L.5 million head at the end of 1962,
Meat and butter had to be rationed under a V"register with your
supplier' system and prices for foodstuffs rose in 1962 by an
average of 13%, :

9, The Ulbricht régime followed a very rigid collectivisa-
tion policy, raising the percentage of socialised farming from
O to near on 100% within three months in Spring 1960. In 1962,
many of the Type I co-operative farms constituting about § of
the total and doing only field work in coomon, have been trans-
formed into Type II, where livestock is also collectively owned.
The régime seumns to have ceased applying pressure for the up-
grading of co-operative farms in the Autumn of 1962.

10, No plan figures for 1 are available, the plan oaly
stating that the good 1962 harvest crcated “favourable concitions"
for raising the level of livestock production, and that invest-
ment in agriculture would be 16% higher then in 1962. The new
Seven-Year Plan 196L/1970 aims to increase the production per
hectar of araoble land of potatoes by 7%, of sugar beect by 16%,
of oil-bearing crops by 50%, of meat by 28%, of milk by 34% and
of cgegs by 52%.

Investment

1l. The omount of total investments in 1962 was given as
15.7 billion East Marks, or only l.4¥% more than in 1961, the
lowest increase for meny years and far below thce planned 6%.
The fact that in the Soviet Zone of Occupation of Germany
"accumulation" (mcaning investment and stnte rescrves) in 1962
constituted a much smaller proportion - an estimated 18% - of
national income then in the other COMICON countrics was sharply
criticised on several occasions, last but not lcest by
Khrushechev in his addrcss to the East Berlin Communist'Party
C.ongress in Jenuary 1963. The plan for 1963 thus providcs for |
20,3 of net matcrial proddct to be earmarked Iror accumulntion
representing an inercase of 9% over 1962. [fccording to the new
Scven-Yerr Plen, capital investment is tc increase from 16.0
billion East Marks in 1963 tc 28 billion East Marks in 1970;
i.ce, by 665 (annual average 7.5%).
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12, The number of centrally-administcred investment projects
hns been reduced from 142 in 1961 to 68 in 1962, with prcfirenco
given to those ncaring completion. The most important werc: the
cleetric power plant at L#bbenau, the brown coal combine "Schwnrze
Pumpe', the chemical works "Buna-Werke", the oil processing works
at sSchwedt/Oder and the steel and rolling mill at Ries,

Foreign trade

13. According to the plan fulfilment report, foreign trade
turnover in 1962, includ% that with the Federal Republic of
Germany ' and West Berlin, 27 amounted to thc equivalent of 19.9
billior East Marks, an incrcease of 6% over 1961, as planned.
Total ‘imports rose, however, by 7%, thus excecding expurts by
1 billion East Marks, mainly because of additional impcrts of
agriculturel products, the import of mecat alone having risen by
88%. This deficit is expected to be made up during the first
half of 1963. The increase figure for cxports in 1963 has thcrefore
becn scheduled to be 15.4%, with imports remaining at the 1962
lcvel, Besides a shortage of meat and meat produ t?, a lack of
high quality imdustrial goods suitable for export(2) werc made
responsible for the unfavourable trade balance.

14. The concentration of East German trade on other COMECON
countries was intensified in 1962, with this area acccunting for
apprcximately 74% of the total trade turnover and the Soviet Union
alonc for approximately 45%. Recent substantial credits (a fivc-
year credit in March 1962, valued at 1.3 billion East Marks) will
increase dependance on the Soviet bloe still further. Weetern
Lurope's total trade with the Soviet Zone of Occupation of Germany
barcly incruased in 1962, acecounting for less than 20% of the
total. Tradc with the Federal Republic of Germany has declined
slightly,but sccms still to have equalled that with the rest of
th¢ region, and has ained thec largest singlc bilateral flow in
thc East/Nest trade.ffT '

15. The merchant flect, during 1962, was recported by Western
sources to have becn incrcased by 22 ships, or 150,000 tons,

bringing the total to 82 ships, or 500,000 tons. Freight carried
in 1962 is said to have reached 6.8 million tons, an increcasc of
1.5 million tons over th¢ previous year.

Qonclusions'

f

16. The prospects for a rise of 25% in the standard o

1living provided for by the new Seven-Year Plan do not secm bright,
if onc is to belicve the many statemcnts urging an incrcase in

1) Trade botween the Soviet zone of Occupation and the Federal
(jRepUblic of Germany is not considered to be forcign trade but
domestic trade., :

(2) Stocks of unsaleable goods held by the foreign trade agencics
werc valued at thc end of 1962 at 145 million East Marks.

NATQ CONFIDENTIAL ~12-
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"accumulaticn" to the detriment of Vconsumption®, It might have
been cxpected that the Soviet Union should exert pressure for such
o rigorous policy considering that the Soviet Zone of Occupation
of Germany, although enjoying a higher standard of living than

the Soviet Union itself, still depends on substontinl Soviet
crcdits. There might, however, be another reason for both the
credits and the pressure for highcr investments. It has been
rcported that the cconomic difficulties of the Soviet Zone of
Occupation of Germany result largely from the fact that important
industries have been meshed with Soviet (and Czechoslovakian)
industries for the production of elcments of rocket and nuclcar
weapon systems. Should this be true, it would be o further ruason
for thc Soviet Zone of Occupation of Germany to scek, as she did
in 1962, industrial machinery and equipment in the West.
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Population: 13.9 million
Area: 127,900 Sq.kKme

Introduction

1. Next to the Soviet Zone of Occupation of Germany,
Czechoslovakia i1s thc¢ most industrialised country within the
Soviet Lloc. It has the highest living standard within that
nrca and is claimed to occupy one of the first places in the
world for the level of nutrition of thc population -

)

Untted-Kingdom, Within COMECON, Czechoslovakia plays an
important role as an exportcr of machinery and cquipmcnt, and is
o major supplier of credits for developing countries. fmong thu
bloc countrics, Czcchoslovakia is the only full member of GATT -
Poland being an associate member - and both countries arc
signatories of the Chicago Convention on Civil Aviation.

Plonning

2. The Statc Planning Committee announced on
lhth August, 1962 that the 1961/65 Five-Ycar Plan, provicding for
annunl avergge incrceases of 7.3% in net motcrial product
(national incomc), of 9.3% in industry and 7% in agriculture,
was to be abandoned, as the Czech economy had bcecen trying to
develop in too many fields at once, and thc correct propertion
between sgricultural and industriel production had not becn
maintained., Already early last year, thc original 1962 targects
had to be rcvised, The Czech plan for 1963 is a transitional
oneg=year plan designed to establish a basis for a new Scven-Year
Plan beginning in 1964, The lowest growth rates in Czech
planning history are contemplated: gross industrinl pr xduction
is to increase 1%, and labour productivity 0.7% (agriculture an
unrcalistic 9.5%). Targets for the new Seven-Year Plan,
1964/1970, do not appear to have been released as yect.

Nct materiasl product

3. = The 1962 Plan Fulfilment Report was published on
lst February, 1963. The material available does not give the
exact figure for net material product (national incomg), it orly
soys that althowgh production was bcelow plan, the naticnal
economy registcred further growth in 1962. . comparlsan_bctwccn
the rather good results in industry and the bad results in
agriculture mnkcs an cstimatcl increase of national income of’
aprroximately 1% likcly. The Rcport criticised shcertcomings 1n
mangegement and work organizetion and an excessive and
ccanomically unjustified growth of stockse.
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L, In industry, a rate of increase of 9% had been kept up,
and often surpassed, for a number of ycors until the end of 1961,
the first year since 1953 thoat the Czechoslovakian economy could
not rcach the industrinl output targets. In 1962, the rclatively
small increase of 6.2% increase over 1961 as against a 7.5% target
in the reviscd plan points to the fact that the pace of industrial
devulopment is slowing down consideradbly, a feature not uncommon
in highly industrisalised countries. The following branches have
slightly over-fulfilled their plan - fuel (+ 5%), chemicals
(+ 10.4%), and consumer goods (+ 5.5%); the rcsults achieved by
power (+ 7.5%), mctallurgy and ore mining (+ 5.1%), heavy
enginee.ing (+ 8.1%) and building material (+ 8.3%5 fell short of
their targets. Bullding results were extremely poor, with an
incrcasc of “less than 1%". ghour productivity increased only
3,2% agdinst a planned 6% which, except for 195%, was tho lowest
gruwth rate since 1948,

5« 'For the "ycar of reorganization and preparation",
1%65, the planners set thc modest target for industrial production
of only 1.0%, Torecasting a total cutput of 27.8 million tons of
hard coal (1962: 27.2 million tons), 8 million tons of stuel,
29,000 tractors, 54,000 cars (1962: 6L,300), 260,000 television
sets and 220,000 refriperatcrs. The plan for the chemical
industry foresees an increase of 5.4% in gross output, the major
part of it being accounted for by an expansion of the processing
of crude vil and the production of artificial fertilizers. The
main feature of the new Seven-Year Plan 1964/1970 will be an
improvement in the technological and orgonizational level of the
enginecring industry, whose output is to risc by 8% to 10%#
annually (the only figure so far aveilasble for this pericd).

OAriculture

6. The plan for agricultural production in 1962 was
fuifilled only by 88%, (crop productjon 84% and 1 ivestock produc-
tion 93%), despite a 6.7 billion Kcstlg investment in this sector
in 1962 =nd 7.3 billion Kes in 1961. In admitting that
agricultural production was 6% less than in 1961, Perty Loader
Novotny termed 1962 as ‘'one of the worst years' for Czech
agriculture, The wheat crop is estimated to have been 1.8 million
tcns (+ 10%), with vegetebles down by 16% and livestock production
by 7%. Milk production was well below plen by 6.8%. In 1963,
crop and livestock production are scheduled for increcses of
18.4% and 1.3% respcctively over 1962. The share of investments
allocated to agriculture in 1963 is, howevcer, to rcmain
approximately that allocated in 1962. Moreover, agricultural
co-operatives will receive fewer machines then last year; a shift
in cgriculturcl investment has been envisaged away from machinery
to scil improvement intended to inercase yields.

(1) Sze Annex for rates of exchange,
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7. Jleccording to an official Czechoslovakian statement, bad
results in cgriculture presented a 'serious problem for the cntire
nati.nal economy', as the engineering industry hac to produce
heavy machinery for export to pay for agricultural imports, to
the detriment of the orders it was supposed to be fulfilling for
industry at home. The XIIth Party Congress decided, therefore,
in December 1962 that by 1970 the rate of increase of agriculturnl
production should reach that of industrial production. Prospects
for this arc, however, rather poor considering thot agriculture
has only increased by 1% over the last five years, and that the
absolute level of production is approximately the secme as in
1936, Since even this result has been obtoined largely through
incrensed livestock production, it is difficult to sec how the
planned 18.4% increase in crop production .could be rcalised. The
régime secms intent on continuing its doctrinsire policies in

agriculturce and aspirces to improve the situation mainly through
administrative means,

Investment

8. State ceopital investment eppears to have been
particularly poor in 1962, with an estimated decrease of 1%
against a target of 8%. BSerious difficulties in the economy were
snid to have been caused by changing the final dates for putting
factorics into operation. Furthermore, planners had apparcntly
been forcing the pace of investment both by starting too many
projects and by demanding too much haste in their implementation.
A further decrease of investment by 6% has been ennounced for
1963, where 197 of the mest urgent projects, valued at
Kes 16.8 billion, are expected to be completed. Only 85 new
projects will be started in 1963, worth Kcs 5.3 billion,

9. One of Czechoslovakin's most important development
projects is the new oil refinery of Slovnaft, nesr Bratislava,
a capacious Danube port 50 km. from Vienna; this refinery uses
Soviet crude o0il supplied by the Czechoslcvakian branch of the
"Friendship" pipeline which was completed on 22nd February, 1962.
During the first year of operatioun, 2.65 million tons ¢f Soviet
petroleum are said to have been conveyed t¢ Bratislava.
Another important project is the East Slovek Iron %Works of
Kosice, which, after completion, is expected to produce
3 million tons of finished steel products a yecer, It will rely
wholly on Sovict iron ore from Krivoi Rog and coal from Ostrava
in Moravian Silesia, at present Czechoslovakia's only rcally big
steel centre,

Forcipn trade

10. Czechoslovekia's foreign trade in 1962 increascd by
only L4.7% as against 8.7% in 1961, and an annual average of 8% .
scheduled by thc Five-Ycar Plan. According to a CTK brondcast ol
14th February, 1963, foreign trade turnover cxcecded Kee 51.2_ .
billion, of which nearly 9.0 billion (29.0%) was transacted witn
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‘capitrlist? countries. PFuel and raw materials account for more
than 50% and foodstuffs for more than 20% of Czechoslovakia's

imports with machincs and equipment ranking first on the export
l1ist (ncarly 505.).

11, A grcat deal of Czechoslovakia's current difficulties
arc¢ being attributed tc the fect that this cauntry, after the
Soviet Union, is the largest supplier of foreign credits among
the European satellites; per capita, Czechoslovakin is said to
have spent three timcs more than the Soviet Union on aid to
developing countries. Another problem scocms to have been the
disruption of Czechoslovakia's trade with China, once her fifth
largest trading partner. In 1961, Czechoslovonkian/Chinese trade
had fallen by about 705 compared with 1960, and late in 1962
foreign trede with China was reported to have stopped completely.

Conclusions

12. The abandoning of the current very elaborate Five-
Year Plan after only two years points to serious difficultics
in Czechoslovakia's economy, With the degree of development
now reached, planning may have become more difficult than in
a less advanced and less complex economy. As foreign trade
is playing an important role in the Czech economy, the loss of
a client like Communist China may have had some effect on
economic development, especially as Czechoslovakia must at
the same time adjust herself to increased specialisation with
COMECON. Another reason for Cgechoslovakia's current diffi-

“culties might be her integration, together with the Soviet

Zonc of Occupation of Germany, in the Soviet armaments
programme (see above, I, 16). All these facts make it
difficult for the régime to maintain the high living standard
of the population, though it appears that great efforts have
been made in this direction since the upheavals in Hungary
and Poland in 1956,

NATO CONFIDENTIAL -18-
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111, POLAND

Population: 30.5 million
Area: 311,700 sqg.km.

Introduction

1. Poland is the largest of the European satellites in
territory and population and, aefter the upheaval in 1956 and
Gomulka‘s‘rcturn to power, the one considered by many Western
ocbscrvers to be the most “liberal' of that arca, as individual
farmers 8till own 87% of' cultivated lands. Though industrialisa-
tion is advancing at a considerable pace, sgriculturc still plays
a major role in the cconomy, with about 25% of net material
product (national income) being derived from this sector and
over 50% of the population still living in rural arcas. Yithin
COMECON, Poland is an important supplier of hard coal, chemical
plant and ships. The country is an associate member of GATT and
a signatory of the Chicago Convention on Civil Avi-tion.

Plann

2. In 1962, Poland met with difficulties similar to those
in the Sovict Zone of Occupation of Germany and Czechoslovakia,
resulting in a lowering of the production aims for 1963, in
comparison with the annual avernge increcase targets provided for
in the Five-Ycar Plan 1961/1965 of 7% in net material product,
8.7% in industrial and 4.1% in agricultural production.

Nct material product

3. Liccording to the Polish plan, fulfilment report for
1962, published on 20th February, 1963, net mat?r al product
(national income) amounted to 427 billion zloty(l), an increase
of only 2.5% ss against a planned growth of 7%, and an actual
incrcase in the preceding y.ar of 8%. National income for
1963 is scheduled to amount to L46 million zloty, an increase
over 1962 of 5.2%.

Industrial production

L., In 1962, gross industrisl production plans wcre
fulfilled 100.,9% - an 8.7% increase over 1961. The following
production increascs werc claimed: pharmaceuticals, 35%; oil
refining, 31%; chemicals, 16%; mechine industry, 15.6%; pover,
105; textiles, clothing and footwear, 6.,2%; building materials,
5.5% and fuel, L4.1%. Rcsults in a number of importent branches,
such as steel, freight cars, trucks, rail passenger cars, rolled
materials, turbo-gencrators, iron and zinc ore failed to rcach
the targets. Labow productivity rose L.1% instced of a planned
5¢5%; although the housing construction plan was r eportcdly
fulfilled, a shortfall occurrcd in the cepital construction

(1) See innex for rate of exchange.
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plan - 369 of 390 plenned projects were completed, Qutput of
hard coel totalled 109.6 million tons, an increase cver 1961 of
2.6%. Production figures of major commodities, not given in the
Annex, include thc following: sea-going vessels (290,000 dead-
weight tons), metal cutting machine tools (24,800 units), tractors
212,625- i.e., plus 19.6%), passenger cars (16,100), lorries

22,40C), sulphur (209,000 tons) and plastics (82,500 tons;
i.c., plus 18.8%).

5. The 1963 industrial plan foresees an increase of only

5% over 1962, spread unevenly among the various branches. The
output of producer goods is to increase by 6.6% and that of
consumer goods by 2.6%. Above average increases arc planned for
chcmical machinery snd plant (35%), tractors (33%%), lorrics and
buses (22%), electrical machines and equipment - especially power
turbines (13.7%), engineering and metal working output (11.7%),
means of trensport (11¢%), chemicals (9.4%), mctallurgical products

8.6¢ ), and elcetric power (8.5%). Steel production is to attain

million tons, rolled steel 5.4 million tons; shipbuilding
industry is expected to show an increase over 1962 of 229,
producing 52 ships with over 350,000 deadweight tons.

6, In contrast to the situation in the Soviet Zone of
Occupation of Germany and Czechoslovakias, vast labour rcsourccs
arc s§till available in Poland's agriculture. At the Tradce Union
Congress in November 1962, Gomulka stoted that while employment
in the whole of the socialised economy had becn planned to
increase by 263,000 persons in the years 1961/1962, the actuanl
Tigure was nlmost twice as largc. This unexpected increasg in
employment put a heavy strain on the wage fund and preventcd wages
from rising as planned. Gomulka emphasised that the industrial
output targects should rather be achieved through better orgnnizn-
tion of work and higher productivity, which in 1962 scems to have
frllen short of the 5.6% incrcase target.

HEricul ture

7. Of Polish farmland, 87% is privately owned by individual
peasants, 12% by 5,300 state farms and only 1% by collective
foarms, the number of which has fallen from more then 10,000 bcfore
Gomulka's reform in 1956 to a mere 1,600 in 1962, Therc is no
indication that Gomulka's dcclared intention to avoid any fcerm of
forced collectivisgtion will be discontinued. The earmarking of
80, to Q0% of egricultursl investmcnts from statc funds in
1963/1965 for the development of stote farms and the decision to
nllocate unused land to statc farms, whercas hitherto it had
mostly gone to privatc farmers, seems, however, to be indicative
o 2 tendency to stress the importance of the public sector.

&, Adverse wenther conditions are blaned for 2 drop in the

1902 rgriculturrl production of 7.8% from the exceptionally good
reovlts In 1961.  TotAl crop production has dccrecsed by 13%,

with grain output dovn 2 million tons (- 10%), potatoes 7.5 million

IS0 _CONPIDENTIAL =20~



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

-21= N4LTO %Q%%IDENTIQL
W/127-D/1

tons (-1€%), and sugar beet 1.3 million tans (-109). The
hrrvesting arca decreased by 80,000 h. Livestock production has
risen by L.6% - pigs alone only 1l.4% - over the high 1961 level
(for production figurcs obtained in 1962, sce Annex). The rapid
growth of livestock and the poor grain harvest have mode the
Polish authorities anxious lest inereasing imports of fodder
grnin might draw heavily on the foreign exchange reserves badly
nceded for imports of industrial goods.

9, In 1963 egricultural production is planned to increase
by 5.8%, with a further increase in cattle herds, of 2.5%, the
number of pigs remaining at about the same level as in 1962.
Crop production is cxpected to incrcase by 11.6% over the very
bod results in 1962, PFor the years 1963/1965 an inercase in the
totnl sown orca from l.4 to 2 million hectars is advocrted to
make Poland indcpendent of grain imports from the West. Invest-
ments in agriculture, which rosc in 1962 by 79 over 1961, will
bc substantially incrcesed in 1963, by making available funds
originally planned for industry. The sharc of total investment
nllocated to agriculture will attain 22.8%. In contrast to most
other European setcllites, the Polish 1963 agriculturel plen docs
not scem to be unrcalistic,.

Investment

10. According to the .lan fulfilment report for 1962, stnte
capital _investment increased by 13.4%, reaching 101.1 billion
zloty (in current prices). The main investment nrojects
included the laying of 269 km. of oil pipelinc, the completion
of the first construction stage of a dry-dock at Gdynin and the
putting into operation of new turbo-generators with a capncity
of" 1,102 Mw,Work at the huge new covper field at Glogow/Silcsia,
ccntaining cetimnted reserves of 10 million tons of purce metal
is to bc continued; production is to start in 1966/1968, with an
aniual capacity of 100,000 tons of refined copper. Housing
construction by state and co-operative enterpriscs provided
270,800 rooms, an increase of 6.4%.

11. In 1963 net investments are planned to incrense by
8.3%, to a total of 125.6 billion zloty, priority bcing given to
18 mining and power projects, 16 projects in heavy industry and
17 in thc chemical industry, which 2lone will reccive 10.2
billion zloty, compared with 8.3 billion zloty in 1962 and
6.7 billion zloty in 1961, The share of investments allocated
to light industry, water economy, municipal economy, transporta-
tion, social welfare and health services will bc restricted.

Frorcign trade

12, Polish foreign trede continued to develop in 1962 at
nbout the same rate as in previous years, rcaching an incrense
over 1961 of 10.6% and a turnover of 14.12 billion forceign

-21- BATO COw IDENTLAL



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

N.TO CONFI ' -22-
IC/127-D/128

currcncy zlotys (in currcnt prices). Exports increased by 9.5%
to 6,58 billion zloty, and imports by 11.8&75, to 7.54 billion

zloty. The amount of the imbalance was reported to be approximately
$70 million,

13. The Soviet Union is Poland's most importent trading
portner, with o share of approximately 30% of the turncver,
supplying half of all raw materials consumed in Polish industry,
The share of Yecopitalist! countries in Poland's foreign trade in
1962 wos neerly LO%, a fact sharply criticised by Gomulka at the
Trade Union Congress on 26th November, 1962, where he saild: "We
want to, and we should, trade with capiteslist countries, but we
must not £all into dependence upon them, because in that case
the dynamics of capitalist markets, as well as the policy of trade
discrimination sgaoinst the socialist states conducted by the
capitelist countries, could undermine our plans and impede the
devclopment of our economy."

1. The 1963 plan expects an increase in Polond's foreign
trade turnover of §.5%, exports increasing by 6% and imports by
no more then 3.2%, a rather unrealistic relationship not

achieved in Polish foreign trade for many years. Exports of food-
stuffs, which account for over 50% of Polend's deliverics to
"eapitalist" countries, are to be reduced sharply, while the
export of enginecring goods to the West is planned to grow by

30% (present shore: 1%). The attempt to enlarge the proportion

of engineering exports will certainly not preclude active efforts
to retain raw materiael and sgricultural merkets. Imports of
cereals which amountecd to 2,1 million tons in 1960 and 2.5 million
tons in both 1961 and 1962 will be increased to 2.85 millic, tans
in 1963, thus rcaching 2 total of zpproximately 10 million tons,
valued at 2.5 billion forcign cxchange zloty within four years.

15. The tonnage of sea-going merchant §g;2§ under the
Polish flag in 1962 was approximately 1.1 million deadweight tons.
Polish ports handled 24.6 million tons of goods.

Conclusions

16. The Gomulka régime considers the slackening in the ratc
of economic develo.ment to be of a “passing charactcr", and hopcs
to muke good the lowered increases plenned for 1963 by morc
favourable results in 1964. There cen, however, be no doubt thnt
the targets of the Five-Year Plan 1961/1965 will not be attcincd
in many sectors. Little or no improvement can be expected in per
capitn consumption and living standards. Jlthough the régimc has
promised improvcment in the supplies of such items as mecat, whect,
flour and most building materials, planned 1963 production figures
do not rcach those planned for 1962. Poland's cconomy, as wcll as
that of thu Sovict Zone of Occupation of Germeny and Czechoslovakia,
has now rcached a stage of industrisl development at which planning
becomes more and more complicated and the rates of increase arc

declining to a level close to that of Westurn industrislised
countrics.
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IV, ROUMANIA

Population: 18.6 million
Area: 237,500 sq.kme

Introduction

1. Roumania is still an egricultural country, with nearly
7075 of' its inhabitants living in rural arcas, and with over 30%
of nct ma‘erial product (national income) being derived from
agricultural production. Full collectivisation was reached in
spring 1962, four ycars chead of schedule. Industrielisation is
being pushed forward and Roumanian industry, if one can trust the
officinl statistics, heas one of the highcst growth rates in h
Europe. The country has large natural resources, sbove all crude
0il and natural gas, but also iron, manganese orc, bauxite and
timber. Roumenia 1s rcported to be reluctant to play thc role of
a supplier of raw materials within COMECON and to set its high
industrialisation targets aside for bettcr co-operation within
COMIXON. Having received considerably less direct economic aid
from the Sovict Union than the other European satcllites except
Czcchoslovekia, Roumania seems to be playing a relatively
indcpendent role in that organization. _

Planning

2. The currcent Six-Year Plan provides for n much fastcr
pacc of development of the ceconomy, and of industry and agricul-
ture in particular, -during the years 1960-1965, than in thc
preceding six years., The planned rise of national income by
70-80%_(onnual -average 9.8%) is onc of the highcst forcscen for
any country of thc arca and based mainly an a rathor optimistic
cstimate of the cxpansion of the labour forcce, a planned doubling
of invcstments, and a predicted increase in gross agricultural
production of no less than 50% (annual average 7%).

Net _materjal product

3. According to a communiqué of the Ccntral Directorate
of Statistics published on 1lst February, 1963, nct material
product .(national income) rose by only 7% in 1962, whercas thc
Six=-Year Plan 1960-1965 forccasts an annual incrcase ratc of
9.3% which has so far beun surpassed only in 1961 (10%). There
is no plaen target available for 1963, Gheorghiu-De} statlﬁg_on
29th December, 1962, that national incomc would "increase'.

]ggustrx

- ion has bee¢n
L. The 1962 plan for gross industrial product s b
over-fulfilled, resulting in a totel inercase in 1962 of61u.7§
againet a target of 13.5% and a rise of 15.67 between 1960 an
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1961. Tnis is also well above the average annunl inercasc rnte of
13% planned for the 1960-1965 period (see anncxed table). Output
ot mcans of production went up by 17.5% and thet of consumer goods
LY 10.2%. Espeeinlly high inercase rates were achiceved in pig
iron production (+ 37%), thc chemical industry (+ 24%), elcctric
power (+ 239)), oil processing (+ 21.5%), enginecring (+ 19%), and
building matcrials %+ 18.5%) (for mbsolute production figuruvs of
important commodities see¢ annex). The communiqué puts a speeinal
stress on the inercased quality of the production. Labour
productivity rose 6.6% only, instead of a ple ned 8.7

5. An important branch of Roumania's ¢ ...~ny is the crudc
0il production, which was already highly developcd before the
last war. It gppears thet the Yco-ordination" with the Soviet
Union worled much to the detriment of Roumania: whereas Roumanian
pre=war oil production was alrcady over 8 million tons a year,
production by 1962 had only increased by about LOZ to reach
11.86 million tons; on the other hand, Soviet oil production which
was only 31 million tons before the war has increcased six fcld, to
186 méllion tans in 1962 and is planned to reach 205 million tons
in 1963.

6. The 1963 plan provides for an incrcase of "morc than
12%" in industriel production over thc 1962 results. In the
branches producing mcans cof production, the expectcd increasc is
13.3%, in thosec producing consumer goods 10%. Morc important
increases are cxpected for the output of power gencration (+ 21%),
chemicals (+ 26%) and building materials %+ 17%). To achicve
thcse targets, labour productivity in industry must inercasc by
9.3%, a target which had also bcen planncd but not achieved in
1962. In view of past performance in industry and the rather
modcrate increase planned for 1963, thce industriel targets for this
yenr should, however, pose no grecat difficulties. Chemicals and
enginecring hcad the production torgets of the Six-Ycar Plan,
vith annual averagc incrcases of 22% and 14%, which were both
surpassed in 1962 (sec 4. above). The long-term perspective plan
for industrial development, 1960-1975, provides for gross
industrial production to inecrease 6 fold, chemistry 14 fold and
cngincering 7 fold over the 1959 rcsultse.

Agriculture

7. The communiqué says very little on the 1962 results in
agriculture., The grain harvest is rcported to have been 8.5% lower
than in 1961, apparcntly in consequence of a very poor maize crop,
whercas the wheat crop is said to have been 9% higher. Roumaninan
crop yields have always been particularly poor and even lower than
those in Bulgaria and Albania, Livestock numbers in 1962 remained
approximately at the level of 1961 (see Annex). Investment in
sgriculture in 1962 increased a mere 1% over 1961, and the share of
total investments allocated to agriculture decrcased from 17% in
1961 to 15% in 1962,
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8. 1963 agriculturel productian is scheduled to rise 17% - with crop
and livestock production to increase 20.9% snd 10.2% respectively.
JAgricultural investmcnte are to reach the level originally
planned for 1965. The 1963 agricultural plan says that the steady
progress of crop and animal production is one of the principal
conditions for the developmecnt of the entire economy, that maize
cultivation will be largely extended and that all state farms
shall specialise; some of them will gradually be converted into
large maize production units. The plan envisages tho production
of aimost 1 million tons of meat, more than 30 million hectolitres
of milk and 28,000 tons of wool., Agriculture will receive 55%
more chemical fertilisers than in 1962,

9. One can hardly see how agricultural production can
incrcese by 50% - requiring an annual average increase of 79 -
in the course of the Six~Year Plan 1960-1965, as it was below the
level of 1959 in the first three years of the plan. There are
serious douwts whether the difficulties in agriculture, now
93 .4% socimlised, can be overcome by the thorough reforms of
management introduced after the Soviet pattern in April, 1962.

Invegtment

10. State capital investment is running at a rate of up to
25% of national income. The total volume in 1962 amounted to
31.5 billion lei, an increase of 12% on 1961l. Industrial invest-
ment rose by 20% to more than 17 billion lei, or 55% of thc
total. Of this, power and fuel industry received 33.8%,
metallurgy end engineering 27.6%, and chemical, paper and
ccllulose industry 15.4%. 4.9 billion lei or 15.9% of the totel
were allotted to agriculture, ageinst 2 planned 4.7 billion 1leil,
end 2,8 billion lei to transport.

11. In 1963, investments from state funds are expected to
incrcase by 1 over 1962, and will amount to 34.6 billion letl.
The main investment projcct is the new iron and stcel combine at
Galati, working on coke and iron ore supplicd by the Soviet Union
and designed to produce 4 million tons of stccl and 5-600,000
tons of rolled plates a yecar by 1965. (The plant which, it is
claimed, will be thc lergest of its kind in the werld, is
rcported to be constructed by an ..nglo~Frcnch Conscrtium).

Other projects now being carried out include plants for the
production of car tyrcs, paper, cellulose, and buildinhg
matcrials,.

Foreign trede

12, Until recently, foreign trade hec not played an
important role in Roumaria's economy, hcr per cepita volunc of
forcign trade turnover being smaller than that »>f any cther
Buropeon satcllitce Recently, however, the country has been
stceuping up its commercisl relations with both the Wesp and the
East and appears now to have entcred a phasc of rapid increase
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in forcign tradc in relation to national income. The volume of
Roumanian foreign tradc increased by 9% in 1962 and, th-ugh
falling considerably short of the 15% incrcasc cnvisaged, has
surpassed the 1959 level by over 70%. The 1963 plan provides
for an incrcase of 5.3% over 1962,

13, Sincc 1958, there has been some reorientetion of
Roumania's forcign trade towards Western Europe, whose sharc of
Roumanian imports rose from 17% to 29% - the highest figure for
any Eastern BEuropean c wuntry - while the share of Western Europe
in Rcumania's exports rose from 19% to 25%, a figure among Sovict
satellites only cxceccded by Poland. The most remarkable aspect
of Roumanian imports from Western Eurcope is the relatively large
volume of orders for complecte factcry plants placed in Britain,
France and the Federal Ropublic of Germany.

Conclusions

14, Some western o bscervers believe that if the present
rapid upward trond of industry can be maintained, Roumania may
one dry become the cconomically strongest of the Soviet satcllites,
For the moment, the task of the planncrs is made casicr by the
comparatively primitive structure of thce country's cconomy. A
high rate of investment has been achieved by maintaining thce living
standard of the masses at a very low level. As Roumania bccomes
more industrinlised and will have to pay more attention to
consumer nceds, thc present pace of economic growth is bound to
slow down,
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Population: 10.07 billion
irecas | 93,000 sqg.km.

Introduction

l. Of Hungary's population of Just over ten million
inhebitants, sbout 60% arc living in .rural areas, and over 25%
of net matcrial product (national income) is dcrived from
agricultural production, JAfter thce uphcaval in 1956, which did
great damage to her economy, Hungary reccived substantinl credits
from the Soviet Union end other Communist countriecs, which,
together with a cautious collectivisation policy, allowed her a
speecdy rccovery. Ncoxt to Poland, Hungary is believed to have
begome the most "liberal" of the satcllitc régimes in Eastern
Europes Under COMICON's division_ of labour policies, Hungary wns
picked to bc one of the Soviet bloe's chief aluminium produccrs,
because of her high quelity bauxite,

Planning

2, After a successful Three-Year Plan (1958-1960), Hungnry
synchronised her medium-range planning with that of the othor
COMECON countries by intraducing a Fivc-Year Plan (1961-1965)
under which net material product is to rise annually by 6%,
ind;strial production by 8.3% and agricultural production by
5-5 ] L . - 7 -

Nct _materinl Qroduct

3. In the fulfilment rcport of the 1962 e¢conomic plan,
published in "Nepzabadseg" of 20th Janunry, 1963, the Hungarian
Central Statistical Officec announced an incrcase in net mntcrial
product (nationsl incame) of 5% ovcr 1961, the lowest for ycars
and wecll below the short and medium-renge torgets of 9% and 6%
(sce Annex). Calculated from the 1961 figure (141.3 billion
forint in prices bascd on 1957) this would give an absolute.
figure of 148.4 billion forint for 1962. For 1963, a growth of
only 3.1% haos been predicted.

Industry

L. Industrial production exceeded that of 1961 by 9%,
ngainst a target of &}f, a result due mainly to a 10% incrcase in
the output of hcavy industry, wheras the output of the other
branches rose as follows: mining 4%; light industry 5%; fcod
industry 8%; and machine industry 11%. The 16% incrcase of
chemical. output (pharmaceutical 35%; fertiliscrs 18%) points to a
structural transformation of Hungarian industry according to
COMECON proposals. So do the. results of some industrial gaod
branchcs -such -oe eanning {+ 12%), the meat -industry (+ 11%) and
poultry proccssing (+ 10%). '
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5e leccording to the 1963 plan, gross industrianl production

= is cxpected t inercasc by another s With abouve average inercasc
= targcts in the chemical (+ 16%) and in the enginecringa%+ 9.5%)
C industrics. Ab.ut two=-thirds of the growth in industrial produc-
tion arc to come from higher productivity. Soie zf the mcre
importont production figures planned for 1265 arc given in the
Anncex. thers include bauxite 260,000 tons (1960: 216,000 tcns)
A and aluminium production 57,000 tcns (1960: 51,000 tuns); the

chemical industry is to incrcase by no less than 75% cver.1960.
o2 The results c¢btained during the first two years of the current
— Five=Year Plan make it not unlikely that most of the industrial
= production targets will be attained,

A"riculturc

6. Jdverse veather was blamed for the failure of the
mr\griculturcto mc.t the 1962 plan targets, but production
B ~llcpedly #slirhtly excecded' 1961 levels., The ocutput of maize,
% potntocs, sugar bect and vegetebles was reported to be higher,
while that of grapcs and other fruit was much lower than in -1961.
, Pruduction results in livestock were morce disappeinting than thosc
for crops: thc numbur of cattle and pigs dropped below last year's
= levels and the output of eggs and milk was 9% and 6% rcspcctively
— bCclow targets. . :

UBLI

N LEC

7. After the very bad results of the two previous y ars,
which had shown a decrcasc in absolute production as against the
 rather successful ycar of 1959, the 1962 results must cause
= Hungarian planners much concern and it appears utterly unrcalistic
A& t. cxpeet that the gonal sct for 1963 - an incrcase of 12-14% over
~ 1962 = can be attained. tate chases in 1962 surprssed the

961 results by 5%, attaining EE millinrd forint, but did not
reach the planncd target of a 10% increase. Fped prices are said
to have been much higher in 1962 then in 1961, with o rise in thc
prices of fruit ond vegetables of 24%. However, improved methics
of distribution may to some extent have compensated for this.

Investment

8, Although state capital investment in 1962 was claimed
o be 8% higher than in 1961, plenned levels verec ?o met. Of
he total sum of approximately 35.2 billion forint(l), LLZ went
o industry and only 17% to agriculture, about thc same shares as
n 1961. The 1963 plan envisages investments amounting to 39.4

illion forint, rcpresenting an increase of 14% over the 1962
igurc,

LASSIFIE

E
-

I Rell ol Hadas

rd

Forcign tradc

9. Aeccording to thc report, the 1962 foreign trade twnover
cxccuded that of 1961 by 10%. With a 2961 turnover of 24.1
billion forint, thc absolutc figurc for 1962 can be estimated to
bc approximatcly 26,5 billion forint. Forcign trade has thus

(T) Scec nnnex for rate of CXchangc. o
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Coubled since 1957. Exports excceded plonred targets, while
imports were somcwhat lower than planned, resulting in o better-
thon-planncd balancc of trade. However, foreign trade showcd n
negntive balnnce amounting to $48 million. This will mnke it
Aifficult for Hungory to start paying back the credits reccived
from othcr COMECON countrics in 1957 for her recovery programnc.
During 1962, tradc with Communist countrics incrensed by 10%, that
vith Western countrics by 4% end that with developing countrics
by 217, though it should be noted that the lattcr remains very
smell in nbsolute terms. The sharc of other Communist countrics
in Hungnry's overall trade was 71.6%. Another 10% forcign tracde
incrcase is predieted - end not unlikely - for 1963. According
to the plan, trade with Western countrics is intended to incroase

Conclugiong

10, The standnrd of living showed 1little improvcment: renl
wages of workers and employces incrcased by 1%, vwhcereas pensnnt
consumption remained at 1961 levels. Food prices werc highcer
than in 1961, of{sectting any real ndvances. This is certninly
due to a grcat extent to the bad results in agriculture. But
Western observers alsc bclieve that much of the considerable
growth of industry, and cspecially heavy industry, has beuen usced
for military spcnding rather than for raising living standaris
of the population,
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VI: BULGARIA

Population: 8.0 million
Lrcas 110,900 sq.km.

Introduction

1. Bulgaria is, apart from Albania, the least developed of
all thc European satellites, with about 65% of the population
still living in rural arcas. However, her industricl progress
has becn remarkable. The shares of industry and agriculture in
the net material product are claimed to be about 45% and 30%
agninst a pre-war distpribution of 20% and 70%, with gross
industrinl production now being allegedly thirteen times thrt of
1939. Within COMBCON, Bulgarin is the main supilier of tcbacco

and grapes and has recently spceialised in electric equipment and
laothces,

Planning

2. Planning secms tq be handled rather inconsistently in
Bulgeria. Aftcer the failure of the "great leap forward",
proclaimed in imitation of Communist China in 1958 and putting
the main stress of ggriculture, a less nmbitious Five-Year Plen
covering the ycars 1961/1965 was adopted in Moy 1962. [fccording
to> this plon, nct material prcducet is to incruase by an annual
average of 9.9%, industrial production by 12% and agricultural
production by 8.3%. Bulgarin has so far been thc only satellite
country to establish a Twenty-Year Plan for the period 1€61/1980
after the Sovict pattern. JAccording to this, thce following
inerceses are foreegst: net materinsl product 5009, industrial
produetion 700% and egricultural production 200%; chemicnl
production is to inercase 27-fold, machine industry 17-f»1d ~nd
construction 12-fold.

Net _mnteriasl product

3« The Bulgarian Central Statistical Departmcnt issued n
statemunt on 26th January, 1963 claiming that the Buliarian
cconomy had continued to grow in 1962 at ~n acceluratcd pace.

The Tfew figures ofi'icially released do not, hcewever, tully
support this optimistic appraisml. Though thc statement scems to
be correct as far as industrial production is concerned, the
results in agriculturc, still a decisivce factor in Bulgariun
vconomy, and an industrial construction givc rise to doubts. Lt

a rough estimate, net material product may havc risen by 6% in
1962 as against & target of 1l4%. With rcsults in 1961 of 2,9% nnd
in 1962 of 6%, there is little likelihood that the Five-Year Plon
tnrget of an onnunl incrense of 9.9% can be achieved.
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Industry

L. fThe claimed increase in ‘industrial production of 11.1%
was larger than had been planned (9.9%). Heavy industry continued
to develop At a more rapid pace than overell industrial production;
ferrous metallurgy increased 35.7%, non-ferrous metallurgy 18%
and machine building 23%. Construction excecded plans, while
transport, €lectric and thermal power failed to meet thalr targets.

5. The 1963 plan forecasts a further rise of 10¥ in gross
industriel production. This scems to be a reasonable target, but
falls short of thc average annual rate of increase of 129
ncecssary to rcach the 1965 goal of "not less than 70%". As is
shown in the annexed table, the annunl increascs so far achieved
or planned have ncver reached this level.

dgriculture

6. AAverse weather was blamed for agricultural failures in
both crop and livestock production. Gross agricultural production
rosc but 2,3% over 1961 - which was a particularly poor yunr -
comparced with a planned growth of 12,6%. Higher yields were
claimed for whest, maize, sunflower seed, oriental tobacco,  ~
aprles and Qrapes, whilec yields of beans, potatoes anc some fruit
were lower than in 196l1. Livestock production was reported to be
2.8% lower than in 1961, mainly because of fodder shortages.

7. As an incentive to collective farmers, and to overcome
the acute food crises, the Bulgarien Governmcnt, on
30th July, 1962, followed the Soviet example by increasing food
priccs as follows: meat by 23.7%, meat products by 25.L4%, poultry
by 27.2%, dairy produce by 31.8# and eggs by 11l.5%. Potatoes,
onions, beans and rice were rationed. Reforms providing for
better management price reductions for industrial goods used in
agriculture, better co-ordination and higher wages were cnnounced
simultaneously. Bulgaria also became the first country within
the Soviet bloc to grant minimum weges to collective farmers.

8. The 1963 plen calls for an increase in gross agricultural
production of 17.1%, with grain production incrcasing by 17%,
fodder grain 4O% and sugar beet LLUF. The number of cattle is to
rise 9.4%, pigs 15.5% and poultry 6%. The outlook for meeting
agricultural plens for either 1963 or the Five-Year Plan appears
bleak. Bulgaria has made no prograss during the past two years
towards mect the average emnual increase of 8.3% cnlled for
under the 1961/1965 plan in gross agricultural production. The
results so f'or achieved must disappoint the lenders of a country
that was once proud of being thc first after the Sovict Union to
hav> achievad full collectivisation.
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Investment

. Bulgeria is the satellite country with the highest rate
of investment as compered to net mhterial product (close to 30%).
Whereas most other countries of the group make concessions from
time to time to stimulate light industry and the production of
cansumer goods, Bulgoria has elways followed thce "hard" line of
maintaining absolute priority for heevy industry. The plan
providing for an increase in state capital investment for 1962 of
11% over 1961 was fulfilled only to the extent of 91.4%. With a
targct of 891.6 million leva this would mean a sum of 816 million
lceva or an incromse over 1961 of 7.5%. A new feature of the 1962
investment progroamme was the concentraticn on s few important
giant undertakings, of which the Kremikovtsi combine, with
reserves of 250 million tons of iron ore and an eventual steel
capncity of 3 million tons, is the most important.

10. For 1963, a modest 5% rise in state capital investment
is foreseen. The major share will continue to be allocated to
heavy industry. Almost 85% of investments in heavy industry will
be for thc¢ power, metallurgical, chemical and engineering branches,
However, the 1963 plaa provides for a drop in the pcercentage of
total investments carmarked for industry from 70% in 1962 to 60%
in 1963, On the other hand, investment in agriculture is to rise
15%: from 7% of the total investments in 1962 to 12% in 1963.

Foreign trade

11. Bulgarian foreign trade has continucd to expand in 1962,
leading, however, to an unfavcurable balence, JAccording to the
statcment, the plan for exports was implemented by 102.4% ana
the plan for imports by 106.7%. As the 1962 plan called for an
incercase of 15%, the actuel increase can be calculated to have
been 18%, bringing foreign trade turnover to approximatcly 1.67
million leva. The share of Soviet bloc countrics in Bulgrrin's
fcreign trade is about 85%, with the Sovict Union elone accounting
for about 55%. [Lgricultural primary products (consisting almost
entirely cf grapes and tobacco) still tekc the largest sharc of
Bulgerian exports, making up approximately 22% of the total
velue, The most dynrmic export sector is, however, machincs nnd
equipment, which from a sharc of only 2.5% in 1955, reached about
215 in 1962 ond, according to the Five-Year Plon target, will
reach 27% in 1965. The forecign trade increase target for 1965 is
80% over thc 1960 results. With the present pace continued, this
target, which would rcequire an annual average increase of 12.5%,
scems to be within reach,

gonclusions

12. 1In spite of good results in certain branches, prospects
do not seem to be too bright for the Bulgarian economy. The
entire system secms to have been overstrained by ambitious
planning and experiments, thus making inflstionary tendcncies 1in
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1963 possitle. Considering that the
only carried out on lst January, 1962

15

est currency reform was
» 1t scems unlikcly that

the Bulgarian planners could resort again te o devaluation of the

leva to overcome these difficulties.

NATO CONFIDENTIAL -3



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

35
,.’ e Gt
V1L, ALBANI)

Population: l.7 million
Lircas 28,748 sq.knm,

Introduction

Among thc¢ European satellites, flbania is not only the
smallest, but also the poorest in natural rcsources and the most
backward cconomically and culturally. Its population increases at
the very high rate of 3.0%. In 1945, the only "raw materials" for
the planners were land and labour; there were no railways, very
few and poor roads, and no clectricity, Even now, after fiftoeen
yeers of industrialisation, Albanis remains a very underdeveloped
country with nearly 70% of its inhasbitants living in rural arcas
and approximately LO¥ of net material product being derived from
agriculturel production.

2. Apart from being a source of several raw naterials,
which in the post-war years were in short supply within the
Sovict bloc, as for instance bitumen and chrome orc, the main
importance of Albania to the Soviet Uniocn was thet of a militery
and naval base on the /fdriatic Sea. Large sums were invested by
the Soviets in /lbanian roads, the establishment of a network of
airfields for Jjet fighters and light bombers, the overhaul of tho
Valona naval base, the construction of bomb-procf submarine
shelters, the building of extensive underground oil storage

ccilities and the laying of pipelines linking the oll refinery
at Cerrik, thc oil fields of Patos, and the port of Valona.

Planning

3 The Albanian leaders eagerly imitated the Soviet
industrial programme, putting the stress on hcavy industry with
little regard to the country’'s natural resources and possibilities.
This led to a consistent lack of bealance in the Albanian economy
and the country's need for a steady stream of foreign cubsidies.
The ambitious first Five=Year Plan (1951/1955) hac thcrefore to
be drosticelly curtailed in 1953, and Soviet adviscrs saw to it
that the second plan reflected more ecautious investment policics.
Thc current third Five-Yeer Plan 1961-1965 envisaged, in contrast
to its predeccessors, a foster growth of gross agriculturnl output
than of industrinl production, providing for an overall incrense
in nct material product of 56% %annual average 9.3%), in
industry of 52% (ennunl everage 8.7%), and in agriculturc of 727
(~nnual average 1l.5%). /4s the plan was based cn Sovict bloc
credit totolling 800 million old rubles, the political and
cconomic rift with the Soviet Union in 1961 cbliged the Albarninn

planners to revise their targets. Net mgterial product in 1362
wns reported to have-been 8% over the 1961 icvele
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Industry

L. The complete rupture of commercial rclaticns with the
Sovict Union, the freczing of credits and the recall of
practically all Soviet and Eastern European specialists from
Albnnia put a hceovy strain on Albanisn industry in 1961 and 1962.
From the very fow cdata avoailnble, it appears, however, that thanks
to 500 Chincsc technicians, Chincse deliverics and eredits in
foreign currency, Jlbanian industry succeeded in ovurcoming these
difficultics,. oo

5 In 1962, pross industrial production was rcportedly
fulfilled 100.7% = 6.,4% increase over 1961, but far from the
1955/1959 ave:age of 16.7% claimed prior to the brerk with the
Soviet Union. Targets were sanid to have been overfulfilled in
the production of crude oil, chrome, nickel and coppcr (among
Albania's principal exportss and in conl and electric power., 1In
addition, the machine industry was praised for its "very go:d
resultsY in producing machinery, equipment and spare parts for the
industrial sector.

6. The 1963 plan for gross industrial production, invest-
ments and volume of construction envisages a g% increase over
1962; construction is to begin on various Chinese-suppcrted
projects, including a copper refining and processing plant, a
phosphate factory, a brick and tile factory, three paper mills and
a cotton fobries combine. filbania has not been able in the first
tvo years of the third Five-Year Plan tc achicve the 8.7% average
annual inercease in industrial production needed for the achieve-
ment of the 1965 targets. In view of past performance, as well

as the faect that the 1963 industrial growth target is even further
below this figure, it seems unlikely that the long-term plan for
industry will be realised.

Agriculture

7. Despite admittedly edverse weather which affected
agriculture, the Albonian Government .claimed a 10% increase in
production over 1961. Mnjor inercases were reported in the
production of tcbaeco, grnin, vegetebles, mect and milk, with
incrcases in deliveries from state agricultural enterprises of
13,5% for meat and 18.3% for milk. The park of tractors is
reported to have beun 21,5% larger in 1962 than in the previous
yuar,

6. In 1963, agricultural production is to increase 22% =
with production of tobacco, cotton, grain and beans to range from
250 to LO% higher than in 1962, thus nearly doubling the average
incriuse torget of the Five-Year Plan of 11,5%. For 1965, the
folluwing production targets have becn set: cattle O. million,
shecp 2.2 million, goats 1.5 million and poultry 3.3 million.
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Foreign trade

9. The share of Soviet bloc countries in Albanien foreign
trade beforc the rift in 1961 had always becn close to 100%, with
the Soviet Union accounting for 504 and mores. A continued cnnual
deficit in the trade balance of up to 2,5 billion Lek(l) mnde
Albania more and more dependent on her bloc partners. In 19ol,
suddenly all long=-term crcdits and all Soviet deliveries were
stopped and repayment of former credits urged. Communist China,
which hitherto hed pleyed a minor role in Albanian foreign trade
with an average share of 2% in thc years 1957-1959, went up to
28% in 1961, and 59% in 1962, a larger shere than had cver been
accounted for by the Soviet Union. Furthermorec, the Chinece
foreign currency credits enabled Albania to buy more from the
West, whose share went up from less than 5% to 9.7% in 1962, Italy
being the main supplier. The European satellites who had never
scvered their trade relstions, have renewed their trade agree-
ments with Albenia in 1962, and Czechoslovakia is again in second
place with a share of 17.4% (1961: 15%) of thc total.

10. No statistics are avalilable on the volume of foreign
trade in 1962. Hﬁwever% the Government reportcd that forcign
trade showed a furthcr "marked development® (fcereign trede turne-
over actually decreased in 1961) and that, with the cxccption of
a few articles, 2ll goods destined for export had bcen cxportced.
In 1963, cxports are to rise 26.,4%, with imports to remain at the
1962 level. However, more machinery and equipment arc to be
imported then in 1962,

gonclusions

11. Though Chincse aid should prove acdequnte to save the
Albanian cconomy from collapse, or even stagn-tion, China crnnot,
owing to hcr own industrianl wcakness, ensurc delivery of nll the
industrial equipment and sparc parts ruquired for the fulfilment
of Albania's 1961-1965 plan. Furthermore, thc inconvinience to
Albania of conducting three-fifths of her trade with a country
on the other sidc of thc earth must be ccnsiderable. Nevertholess,
ideological rcasons make it rather unlikely that Albania's trade
with Western countrics will be increased to o much grenter extent,
at lcast if one is to believe officinl statemunts.

Premicr Mchmet Shohu is rcported to have said in July 1962 that
Albanians would “eat grass and earth if nccessnry rathor than
nsk for credits and aid from Imperinlists-,

12, Considering that the Hoxha régime is appnrently in
firm control of thc country, Albania will prdbably be nble to
kecp the staondard of living of thc populetion ~t its extrcmely
low level, and to earry on with hcr economic devclopment
progromme, though at a reduced pace snd with revised output
targets,
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ANREX to
EEZZZZ'E{IQB
PART C: ANNEXES
TABLE 1: NET MATERIAL PRODUCT: -- - -
ga; Rate of increase in % over previous year
b) % shares of industry and agriculture in
net material product 1962
| Planned - . T
annual | 1959 | 1960 1961 1962 - | 1983 | * shares (2)
:zeiggg actual | actual actual actusl | plan | plan indus- | agri-
: try—- [ culture
+ | cernany s20 6.8 8.5 4.6 a1 |3.001)°] 4.5 5.5 69 | 12
S | cgechoslovakia | 7.3 6.4 | 8.2 7.0 Jo.0¥) ] 752 o | 63 15
Poland 7.0 5.0 | 6.43)| 8.0 |25 | 6.0 |5.2 | =1 25
Roumania 9.8 13.1 | 8.04)| 10.0 |7.0 |13.0 46 32
Hungary . 6.0 6.9 | 10.1 6.0 |5.0 | 9.0 3.1 55 26
Bulgaria 9.9 21.6 7.0 2.9 |6.0 |14.0 14.002) | 45 32
Albania 9.3 16.9 3.0 10.0 '!18.0 i 15,0 o 40 40

(1) Estimates by the Economic Commission for Europe, Geneva
(2) Estimates by the International Secretariat

(3) Other sources give 4.5%

(4) " i ' 10.7%

NATO CONFIDENTIAL
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TABLE 2: GROSS INDUSTRIAL PRODUCTION

(Rate of increase in

of previous year)

Germany SZz9
Czechoslovakia
Poland
Roumania
Hungary
Bulgaria
Albania

—

Planned| . .

annual }323 1960 | 1961 1962 1963

2ge§3%§ actual actualfactual ! actual | plan plan
9.4, 9.0 8.2] 6.2 6.1 15.803) 6.4
9.3} 10.5 | 12.7.] 9.0 6.2 | 7.5(4) 1.0
8.7 9,8 ! 11,171 10.3 | 8.7 | 8.4 5.0
13.0 10.5 | 16.9 | 15.6 14.7 |13.5 |12.0
8.3 - 7.0 | 13,1 | 10.9 9.0 | 8.0 | 8.0
12.0. }..13.1 | 13.4.]. 9.9 11.1 | 9.9 |10.0
8.7 16.7 | 11.2 7.2 6.4 | 6.0 6.0

(1)
(2)
(3)
(4)

NATO CONFIDENTIAL
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NNEX to
-D/128

TABLE 3: GROSS AGRICULTURAL PRODUCTION

(Rate of increase in % of previous year)

NATO CONFIDENTIAL

=
-
-
py
-
=

Flanned

average 1959 1960 | 1961 1963
= to 1 actual |actual lactual {actual |pilan|plan
) Germany Sz0 4.5 2,0 10.6 |- 11.2)c.1. M ]c 1. o, 1.
EE: Czechoslovakial 4.1 2,8 7.0 1.0|- 6.0} 7.1] 9.5

Poland uol 3.8 5.'4 1100 - 708 102 5-8

a Roumania 7.0 L.2 1.6 5.0] c.i. c.1.{117.0
7| Hangary 5.5 | 4.5 |-5.0]- 0.6] o | 9.0]13.0
>{ Bulgaria 8.3 | 5.1 3.3 |- 3.5 2.3 )12.6|17.1
é Albania 11.5 1.3 |- 7.0 18.7! 10.0 ]|20.0}22.0
m N
g (1) Below 1961 level
Z
-
= %ABLE L: PRODUCTIVITY
a (Output per man in industry)
E (Rate of increase in % of previous year)
& -
% Planned 55

annual [19 -
S average [1959 | 1960 | 1961 1962 1963
@ to 1965 |actual |actual |actual |actual |plan|plan
% Germany SZ0 903(1) 5.5 8.7 7.2 B.LL 6.1 7.0
o| Czechoslovakia 7.4 6.5 7.7 5.1 3.2} 6.0} 0.7
—| Poland 7.0 6.0 | 10,7 | 6.6 L.1 | 5.4}c.i,
g Roumania 8.5 8.5 |11.1 5.9 6.6 | 8.5] 9.3
A} Hungary 5.8 L.0 6.0 8.1 5.7} 5.4} 5.0
~| Bulgaris 8.4 L.6 2.7 7.8 7.6 | 7.4] 6.1
=l Albania 4.9 5.0 9.7 | 5.0 |2-14.5 |5-19}c.1.
=
<mﬂ (1) 7.4% in the new Seven Year Plan 1964/70
-
o
o
)
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TABLE 5: JNVeSTMENT
(fixed state rapitel iv-estment)
?.wao‘ow »u..ﬁ,u.mmmaq‘ in % or bﬁgwocm year)

. w“_.mbbmn_ - o .

: anmaal {1955 - | . . 1962 |
averagel 1959 1660, ] 1961 1963
to 1965] actual | actual| actual|actual | plan| plan

Germany SZ0 ”_.OL.-ANV 15,0 . HO-m. 3.01 1.4 6.0f 9.0
Czechoslovakial 9,7 12.7 12.5 7.3 |-1,0 8.0]-6.0
Poland 7.9 9.0 6.5 8.2 |13.4 {10.0] 8.3
Roumania 12,6 . 8.9 32,0 21,0 12,0 16.5(12.0 -
Hungary 5.1 m.oAL 13,0 |=-20.0 | 8.0 16.0]14,0
Bulgaria 8.9 |1.u [ 16,0 3.4 7.5 11.0|15.0(2)
Albania 8.0 18.0 -6.5 6.71 7.0 na.| 6.0
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ANNEX to

5C/127-D/128
TABLE 6; FOREIGN TRADE TURNOVER(3’

233 rate of increase in percentage of previous year -

b) percentage shares of Sino-Soviet bloc and of Western eountries
Planned | 4g55.- ) 1962 j % shares()
anmual | 4353 1960 1961 . ; 1963 | Sino- |
ichg g actual actual | actual actual plan plan gggtet' West
Gernany 8z0(>) 8. | 1.6 6.0 | 1.0 6.0 6.0 (128X 7 26
éﬂ Czechodlovakin 8.0 11.4 12.4 . 8.7 4.7 | 9,0 n.e. 73 27
| Poland 7.0 7.7 10.0 134 10,6 5.5 L,5 63 37
Roumania 12,2 3.8 33.0 17.0 9.0 15.0 5.3 €5 35
Hungary 7.9 8.3 | 17.3 | 11.0 9.6 10,0 fo.c | 7.6 | 28.4
Bulgaria 12.5 18.7 16.0 102 18.0 | 15.6 c.i, 85 15
| Albania 10.9 | 27.0 8,7 -6.8 n.a, ; 8.0 [28.bex 90(2)i 10
. i ——

(1) Estimates by the International Secretariat, except for Czechoslovakia, Poland and Hungary,
wherc of'ficial figures nre given,
2 Of this, Communist China ilonc accounts for 59¢
Ej% The flgures of this table are bosed onn offlcial communist sources and therefore include
tradc between the Soviet zone of Occupation and the Federal Reputlic of Germany which is
not considered to be foreign but o.omes.in trade . S —
NATO CONFIDENTIAL
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or:

in million)

App. B, poll»c
(2) e

Gerceny wan 18.2 million.

by the Tncretariat.

TABLE B: RATEL OF IXCHANGE

t5s

official rate for commercial transactions
tourist rate

a) actual population 1962
b) estimated population 1965
c; natural increase index
d) distribution (urban and rural) in %
ST T i
en en diatribution
- 2962 | 19650} 1ndeX | yroan | rursi_
Germany, 3.4.0. 17.1 17.6 1 .. 72,. 28,.
Czschoslovakia 13.9 14.2 1.1 58, b2,
Poland 30.3 32,4 1.2, Ly, {  s1,.
Rourania 18. 19.7 1.3 35, ¢ 0G5,
Hungary 10.1 10.4 1 5 Lo,. | 6o
Bul('aria 8.1 8 2 1l Fy 35, i 651“
Alb&"ia 1.7 1.8 _3 :'J 32, 68, .
TSRS B L Py 1 TIPS S RPN SOURSRIG SRpsuten)
(1) ECE eatimate of March, 1960 - see 1959 Lconomic Survey,

The ECE eastimate for the 3oviet Zone of Occupation of
The figure given is an estimate

[ l{e) official ____Tal toucist
[ Rouble Ny SO U A lg
100 East (Gevman) Marks| 40.50 | 45.0 |  23.8 |
100 Czech. Crowns 12.50 1 13.9 7.0
100 Polish Zicty 22.50(1) | 25.0 Le3
10C Roumanian Let 15.00 | 16.66 8.33
100 Hungarian ferint 7.67 } 8.55 L3
1CO Bulgarian Lev 76.92 85.1 -(2)
o 100 Albanian Lek 1.80 2.0 ' 0.66 g
Scurces: Izvestia, 2.3.63; Financial Times, 5.3.63.
(1) According to a Reuter report from VWarsaw of 2.4.63, the

zloty has Lcen devalued egainst the r.uble by 2. as ol
1.4.63, maintaining the tourist and ccmmercial rate of
exchange of Vestern currencies at tihe former level.

(2)
Bulgerian lav,

Tourist and official rate are identical tor thq

NATQ CCILIDLIWIAL
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