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Note bs the Chairnan of the Sub-Conrnittce 
on Soviet Economic Policy 

The Sub-Comnittee on Soviet Economic Policy has  
prepared the attached report on the basis of official documents 
on the fulfilment of the 1962 econonic plane, the econonic 
plans for 1963, the various five to seven year plans nnd on 
additional infornation obtained from delegations. 

2, This report is the first t o  deal with econonic 
developnente in the European satel l i te  countries. The 
Sub-Connittee has decided to subnit this docment to the 
Cornittee of Econouic Advise in order to conplcnent it 
reports on the Soviet Union, fy) and on Continental ~ h i n a e 2 )  
so as to deal  with econonic develop~ents i n  the various 
Conrnunist countriee, 

3. The attached t e x t  has been revised in accordance 
with corments nade by delegations during its consideration by 
the Cocunittee. 

(signed) A .  VINCENT 
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1 Revised 

Introduct ion 

1. The seven European satellites 7 Albania, Bulgaria 
C zuchm$ovakia, thc  Soviet Zone of Occupation of (lermany, (1 j 
Hungary, Poland and lLlbariis - have a t o t a l  population of  j u s t  
about 100 mill ion,  end cover an area of 1 million squarc kilomct~rs 
(npproximatoly 0.4 mil l ion  square tniles). They include highly  
indus t r i a l i scd  countries, such as the Sovie't Zonc of Occupation 
of C)orma;:y and Czuchoslovabfa,. hdustr. ia1-agricultural  c o u n t r  i cs ,  
such 3s Poland and Hungary, md moro agrar ian countries, such as 
Roumnnia, Bulgaria and Albania. 

2 .  The economies o f  the leading industrial countrics - 
Soviet 20% of Occupation of Wrmariy and Cz~choslovakia - are 
those most closuly t i e d  t o  the Soviet  economy, They are also 
among the most dogmatic as f a r  as economic organization,  
uspc2ially c o l l w t i v i s a t i o n ,  is  concerned. Poland is cmsidercd 
t o  bc. the most "libsral,l' or  undogmatic, being the only c9untr-y 
of tlle group whore f;hu vast moJority of  thc lmd is nsw owned by 
private farmers, and whwe certain importent export i ndus t r l c s  
are given more freedom of action. This last feature applies n l s o  
t o  a lesser extent to H u n g a r y  and Bulgaria. Roummin, having 
rccuived lose Soviet  aid and credits then the 0th- countr ics  
(with the exc~ption of ~ z e c h a s l o v a k i a )  and being wcl l -pr~vidcd  
w i t h  raw materinls, plays a rather independent role i n  C O K E O N ,  
thaugh it is one of' the more rigidly argnnieed countries. 
Albania S8 very much t o  thc! left of the r e s t  and, having turncd 
Maoist, was deprived of a l l  c id  and creCits in 1961, and no 
longer participatca in COMX013 a c t i v i t i c s .  

planning 

3 The most odvanccd industrial countrics of the 
Comnlunist world, the Yovict Zonc of Occu~ntion of  Germany md 
Czcchoslovalcia, wcrc those which have hod thc greatest 
dif ' f icul t ios  in  f u l f i l l i n g  thcir  plans f o r  1962. Both count~ics 
had t o  abandon tho i r  plans (tho Seven-Year Plm, 1959/1965, f w  
thc Soviot  Zono of Occupation of Gcrizany, thc Fivt-Y~nr P l m ,  
1961/1965, for ~zcchoslovaltin) and w i l l  start IWVI Scvcn-Ywr 
i'lfllis in  1964, thus interrupting C O E U Q N  synchron l s~ t ion ,  
according t o  which all current plms should hnvc ended in 1965. 
Car~tlnuing failures and unsetisfoctory p ~ r f ~ r m m c c  hnvu f b r c d  
rcgimc p l m u r s  t o  undortah a more r u d i s t i c  n s s ~ s s m c n t  of t k i r  
ccunnr~ias; ns a result, with the  possiblr: cxcvytion of pltr~.ilx 
in  upriculturc 1963 plans agpear mom r e a l i s t i c  thm thost. uf 
t 1 1 ~  l j c 1 3  t s w ~ r a l  years, * - -- 
Tij  ~ h t :  u i  of  the w o r d ~ ~ n t r y ~ ~  w i t h  P C S ~ G C ~  t o  t h e  soviet 

Zonu of Occupction of G c r m m y  dms not imi>ly t h a t  thu 
Soviet Zonc of Occupation is considered an indcpcndcnt 
state l i k e  thc 0th- s a t e l l i t e s  of the USSR. 



Pct material nroduct 

4. For t h ~  European satellites, 1962 was a rathcr bad y t n r .  
NJVG of them was able to r ~ a c h  its targot f o r  net material p r d u c t ,  
with vi r tua l ly  no increase fo r  Czschoslovaki~, one d' 2.55 only 
f o r  Poland, npproximatuly 3% f o r  the Soviet Zme of' Occupation of  
Cfcrmany, 5% for Hungcr'y, 6% f o r  Bulgwia, 7% for Roumania m d  8% 
for Nbania. Tho average f o r  Eastem Europe as a wholc was 
probably about 35, as ageinet 6$ in both 1960 and 1961. 

5. The 1962 industr ia l  targets  appear t o  hove been ncmly 
rcached, or even exceeded, in  all 1Ph;LI.opsa.n s a t e l l i t e  countries, 
with incr~ases from 65 (soviet Z O ~ G  of Occupation of Gcmnany m d  
~zochoslovakia), eJ t o  (poland and ~ungnry) t o  11% ( ~ u l g n ~ - i n ) .  
With an increase of 14.7%, Roumania remained thc country with thc  
highest rntc  of increase i n  industr ial  production within thc 
Sovict bloc. In a l l  cauntries howevor them occurred a furthcr  
decclaration in rates of growth. 

6, Industr ial  output targets roached, o r  planned, in the 
different  countries re f lec t  the near COMEX30rJ division of labour 
policy which w i l l  soon rcsult in structure3 changes of  the 
economies. Thc main stress secms t o  bc put on an increase i n  
chemical products, especially plastics and i e r t i l i s e r s ,  of' which 
the Soviet  Zone of Occupafion of' G e r m a y r  is the lnrgcst producer, 
but great yrogrcss has also been made i n  this sector by 
Czcchoslovakla anB Hung,uy. For engineering products and equipment , 
Czochoslovakia and the Sovict Zone of Occupation of Ocrnany arc 
the main supyliers, with paland spmia l i s ing  i n  chemical machinery 
and plant, t ractors ,  buses wd ships, Bulgaria in e lcc t r ic  c q u i p  
mmt and lathes. Hungary is the main exporter of aluminium, 
Roumania secms t o  be developing more o r  less independently nn 
important pc tro-chemical lndus t r y  and engineering. 

7. Agricultural production has b e m  poor in  a l l  countries 
of the region, h Czedhoslovakifl crops as well ae livestock 
declined, end in Polmd the  crops fe l l  far shor t  of the 
excoptionally good resu l t s  of 1961, but livastock par t ly  mnde up 
for the 1088. The only increase8 in overall  output were reported 
f ~ o m  Bulgaria and Albania. 

8. Since the ~ ~ l c c t l . v i s a t  ion drive started, agricultural 
resu l t s  have been highly unsatisfactory. As  a consequents, 
~evcral countries of this area - Hungmy, Czechos lzvakin  and 
Bulgcrrin - introtiuaed in  1962 fnccntivcs f o r  livestock breelling on 
the private plots l e f t  t o  the collect ive farmers, pens 'on schcmcas, 
o r  minimum wage guarantees. Investments In agriculture w i l l  be 
intcnsif l e d  i n  1963, especially i n  Czechoslovakia and PolmLl,  nt 
the cxpense of industr ial  output targets  provided for i n  t i le 
or ig inal  Fivc-Yenr Plans, Mismanagement of the col lect  i vu  and 
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state fa rz~s ,  unrealistic production targets, inadequate 
nechanisation, low morale and lack of interest among t h b  
p~asants have made farming the gravest problem in all 
satellite countries. 

Foreign trade -- 
90  Unlike the Soviet Union, where foreign trade is of 

minor inportance to the country's economy, the European 
satellitce depend on it to a ~ass&$erable extent. According 
to cnlculaticms by sorile Western econonists, foreign trade (in 
one direction) accounts for the following approximate 
proportions if conpared with estimated GXP: Soviet Union - 
1 ~ 3 ~  t h n  3$,  Yolmd - about 774, Romania  - about 874, 
Czechoslovakia - about 117L, Soviet Zone of Occupation of 
Germany - about 12% and Hungary - ahout 13%. The conparablc 
figures for the United States ore about 56, and for the. 
United Kingdom about 17%. 

10. All the satellite countries dcpm-l on Soviet 
deliveries of raw nater ials ,  such as iron ore, crude oil, 
non-ferrous metals, e t c . ,  but have to turn to the West for 
modern equipment required under their anbitious industrali- 
sation programmes, m d  a lso  for foodsh~ffs, when thcss are in 
short supply, They depend on the S o v i e t  Union for aid =and 
credits, of which Poland hae been the largest recipient, fo1 lowr . i  
by the Soviet Zone of Occupation of Gernany, Wlgaria, H w a r y  
and Albania, whereas comparative y little has been provided 
to Romania and Czechoslovakia( 1 f . 

11, T h e  share of the Soviet Union in the foreign trade 
of the satellites varies significantly: around 5@ in the 
case of Bulgaris ruzd the Soviet Zone of Occupation of Germany 
(which,in turn, is by far the largest trade partner of the 
Soviet Union), approximately 35% in the case of Hungary, 
Romania and Czechoslovakia, and 2996 in the case of Poland. 
The share of the Soviet Union in Alha.niaVs foreign trade 
(50% to 60%) was t,aken over by Gommist China, which 
accounted for no less than 5996 in 1962. 

12. As to the share of trade wtth vcapitaliatw countries 
(.'co Annex, Table 6) the list of satellite countries is headed 
! v 1'02 and ( %) , closely followed by Rommia; Hungnry, 
Czccllo.; lo. imd the Soviet Zone of Occupation of Gemmy 

-- 
( 1 )  "Aid'l in Soviet terninology includes such things as the 

2.-rrc. '.lztion of reparations, the transfer of Soviet shares 
i~ ioiilt conpsniee, tho resi;itution of ownership of fomer 
e - ~ t m y  assets, the reduction of contributions towards thd 
mnlntenance of Soviet troops in fomer eneny countries such 
as the Soviet Zone of Occupation of Gernany, Hungary and 
R o m a n i a ,  as well as technical assistance, connercinl a n d  
irlvsv tnent crcdita, 

NATO CONFIDJ9JTIAL- 
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cone at a greater distance; Bulgaria and Albania are  at the 
end with o n i y  15s and 109& respectively. Rounmia has 
lately been the noat dynanic in developing her foreign trade 
with Western countries, whereaa Gonulka recently expressed 
concern at the large share of the "capitalists1' in Polmd's 
foreign trade. Nearly half of Czechoslovakials trade with 
the West is  accounted for by trade with developing countries 
(ovzr 15% of the totul ) ,  

1 .  Though division of labour within the framework of 
COMECON ie making progress in certain sectors, it ia 
doubtful whether this organization will be able to push ahend 
with its policy of regiond specialisation, as contradictory 
economic trends and national interests seen to be developing, 
the more backward countries being reluctant to slow down 
t h e i r  pace toward8 full indu3trialisation, and the sore 
advanced being inoreasingly concerned about expending 
addition 1 resources t o  aesiet less-developed s a t e l l i t e s .  
The atti de of COMECON nonber countries towards integration 
seems tc, 4: ary considerably: Poland ehows g r e a t  initiative, 
though nobtly of a self-promoting nature. me Soviet  Zone 
of Occupation of Gemany and, to a lesser extent, Bulgaria, 
seen to be most susceptible to Soviet pressure. Czechoslovakia, 
though eager to rationaliee production by producing a smaller 
variety of goods on a larger scale and therefore favouring 
COMECON divigion of labour policies, is anxious to maintain 
the high living standard of her population and Hungary also  
has to nake concessions to the consumers, whereas Romania 
eeems to disagree with most-of  COMECON'S proposals and to 
oppose their impleaentation. 

Livin~ standards 

14, Gains in  the standard of living appear to have been 
anall in noat countries of the region. Average real wages 
in the non-agricultural sector  either renained at the level 
of 1961 or declined, but family incones nay have increased 
sonewhat as a result of expanded enploynent, and an increase 
in the scope and eubstance of  social benefits. Though 
supplies of consumer goods have inproved in volme in nost 
countries, sales of some goods, especially textiles, 
slackened, because of bad quality and aosortnent. Shortages 
of neat and dairy products appeared in a nunber of countrico. 
In Eulgaria (a8 in the Soviet Union) prices for these goods 
have been sharply increased, with lesser increaaea in 
Hungary and the Soviet Zone of Occupation of Germmy, where 
meat ,and butter have virtually been rationed uEder n 
"register with your supplierf1 system, Polish fuel p r i x s  
and Romanian neat prices have a l s o  increased this year. 
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Introrluct ion 

1. The part of Ciormany now under Soviet rule had alrmdy 
becn highly industrialised before World W n r  11. With an area 
comprising 2% of thc entire area of Gcrrn~ny, this region 
produced over 27% of a11 Oermnn gross industrial output. After 
t h e  War, large-scale removal of indhstrid equipment. the d i s -  
m a n t l - i n g  of noarly a l l  second tracks of the railway l ines ,  
military requisit ioning rmd ,other rcamns combined t o  shatter 
tho cconomy. Fur LL number o f  ~ B E L F S ,  up t o  20%: of the cntirc 
tota l  of goods and services produced went t o  the Soviet  Union 
as reparations. 

2. Mtcr a chango in  S o v i ~ t  pol icy around 1955 allowing 
tho cconomy to.-recovcr, the Soviet Zone of Occupation of Germany 
gradually became thc economically most powerful of  thi; European 
s a t c l l i t c s  and tho most important trade pnrtntr of tht; Sovict 
Union sccounting now f br approximately 2C$ of the Sovict union's 
t o t c l  tr&e turnover, The Soviet Zone of Occupation of Ckrrnany 
i s  a highly spcialiscrl supplier ,f machincry mcl chemicals for 
the COMEON area. 

3. Thc Scvcn-Y~m Plan 1959-1965 docs not appcnr t o  hq~vc 
been too succcssrul; the average annual incronsc t ~ r g c t s  f o r  nc t  
m s t o r i ~ l  product of 6.846 end f o r  industrial production 9.4% hnvo 
not been achicvcd during the last three ycors. As e n r l y  ns l n s t  
Y m r ,  tihe Ulbricht regimz folt obliged t o  ruvise thc 1962 
targuts. Furthermore, a t  the end of 1962, the Sevcn-Yeor P l m  
had t o  bc ab,mdonee hnlfnray, nn intsrrncdiatu plan f o r  1963 ha! t o  
bc worked gut, new plnnning methods and index systems had to ba 
IntrsCucc-d Mtcr tho nevr Sovict pottcrn of quality , product ivi W ,  
and pr~fit, and a mar Sev~n-Ycar P l m  f o r  t h c  y ~ n r s  1964-19-70 
Wi3 mnilunccd. Alccording t o  Ulcricht '  s statcincnt z t  the 
Cornrnui~ist Party Congress in East B t r l m  on 15th JmucrY, l r 5 ! ~ 3 ,  
the t m g s t  of thc ncw Seven-ye~r plm includes an inc-en:-:: o v t ? r  
t h ~  uxpoctcd 1963 results of 355 in nct  mntcrinl p r m l u c t ,  

t t m ~ u n l  average 4.45) and of 6@ in i n d u s t r i z l  p r d u c t i ( 1 n  
annual average 7 t o  7.15). 



Nct mntorinl nroduct 

4. The b f  ormat ion on thc 1962 c;cmorr,lc plan results 
published by tho Ccntrnl State .'.dministration f o r   statistic^ on 
21st February, 1963, do not giye any f lgwc for the rate of i nc r cosc  
of nut maturinl procluct (nationlzl incomc). According t o  officinl 
statcmcnts mado on othcr  occasions, the incrcasc in 1962 may bc 
cstimatad at 3%. i.e.,eughtlplpes than tJls 1961 r c ~ u l t s  of 4.15, 
but a l i t t l e  short o f  the r~vised target of 4.5%. The economic 
p l m  for 1963 provides far an immxmc in  net matcrial prwl~ict of 
5.5% GVLP 1962, 

5 AccorBing t o  the official statement r dustrinl pruduc- 
62 remhcd 80.15 bi l l ion  East ~ w k s b  r is ing  by 6.1% 

ovir 196 F PnB .thus fulfilling thc m d o s t  revised 5,8$ t w g o t  se t  
emlicr i n  thrj year, but rumaining much bclovi the 9.45 tnrgtt in 
tho abandoned Seven-Year Plan. The pscxluction of c n p i t n l  goads I 6  
sa id  t o  haw risen by 6,s and that o f  consuqer goacds by 3.3%. 
Ycchanical engineering achieved the higheat &&-.to cf growth w i t h  
9.1% followed by the chemical indwtry with 7.& cad e l t c t r i c i t y  
gumration with 7*6';, whereas the output of  power transformers m d  
ship d iese l  engines mre reported to have be- below plnn. 
Absolute pr=sductiun figures do not seorn t o  have bccn r u l t ; n r ; ~ d ~  

, gross industrial production i s  plcmed t o  
incroase by t o  84.9 billion East Marks, with t h d  output cf 
nictallwgical goods rising by 1%. electrical equipment by 11$, 
precision and opticel inst~uwcnts by 10.9$, hcavy industry by 
lo.%, mginwring by 10.55 md chemical industry by 8%. The shore 
of industry in the gross social product i s  expected t o  increas:; 
from 6 q  in 1963 to 7% %xi 1970. 

oductivit in 1962 bcrcascd by 8.4s - the hiehest 
incrcase 70 f F - T ? d  gura e Soviet  bloc - against a 6% target in thc: 
rcviscd plan. The planned incxase is 7s for 1963, and 65$ 
(annual marago 7.4%) far the new Seven-Year Plm 1964-1970. The 
industrial l~bour force, already depleted by the mass exodus of 
1948-19616, has doclincd further in  1962 as n c.nsequmca of low 
wnrtime birth rates. This decline w i l l  continue up to 1965 when 
the working 'population is ostimatd to constitute only 55% of thu 
t o t a l  population, as ngnlnst thb prtscnt 59-6%. The future rim 
of industrial output w i l l  wholly dcpend on nn incrcasc in 
productivity, RS lnbour  resources arc  fully extcndcr? w-ti rnanpzr-Qi 
shortrics  exist ewn in agriculture. In ptwticulm, womcn cruu lo t  
be called upon t o  o l l~v ic? tc  the situation, as their shnrc in the 
t d n l  labour force i s  nlrem2y about 46$, one of the hight:st in 

Soviut bloc; there are also no reserves fcr m incrensc in 
W ~ r M n g  hsurs, which at the end of 1962 werc 48 kmurs per v ~ ~ c k ,  
w i e f l  4 "vdluntary1# hours annexed, 

( 1) SW Amex for rates of exchange. 
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8. The lack of any ~ P f l c i n l  figure l'or gross a g r i c u l t u r a l  
production in 1 ~ 6 ~  suggests t h a t  it did  not fulfil e x p c c t o t i 3 n e P  
although t h ~  h c r v c s t  P ~ S u l t s  m e  clofmcil t o  have i ' ~ ~ b ~ t m t i ~ ~ l l y ' ~  
surpassurl those of tho bad previous year, with a g m i n  h n r v t a t  
of 5.9 m i l l i o n  tons (+ 23%) and a po ta to  crop of 13.2 m i l l i o n  
tvno (+ 5 6 ) .  ProGuction plms of grain, vegetable and other 
crcpr;, nro s n i d  to hnve been fulfilled i t f ~ r  the f i rs t  time In a 
cons idernb le  pc-ri odl'. On the.ss*he~ hmd, l ivestock proauc t i on, 
which weigh8 hac.vily on t h e  total, appears t o  havo decl ined .  
~ n c k  of Poilder as a result of t h ~  poor 1961 hwvcs t ,  black mnrkot 
slnughtcring,  and worgan iz~ t iona l  f miltsmt arc being blnmed. P i g s  
arc sr.ic' t o  hcve decreased by over 10% to P t c ; t ? l  cf 8-0 m i l l i o n ,  
nnL? c f i t t l e  by about 5% t r ,  4.5 m i l l i o n  hend z t  tho end o f  1962. 
Meat and b u t t e r  had t o  bc rstionod undci* a f l r ~ g i r , t o r  wi th  y ~ u r  
c,upplier4' system m d  priccs for foodstuffs rose in 19b2 by nn 
nvorncc of 13:;. 

9, The Ulbricht rsgime followed a very r i g i d  col lect ivisa-  
t jon  policy, raising the percantngo of ~0ci~lif3cd frxmillg from m-zo near on within three months in Spring 1960. In 1962, 
mrmy of the Type I co-operative ferms constituting nbout 5 o f  
the t o t a l  end doing crnlg f i c M  work in cornon, hnvc been traxs- 
fumed into m e  11, where l i v e s t ~ c k  i s  aleo c c l l ~ c t i v e l y  owned. 
The regime secms t u  have c e a s a  applying pressure f o r  the up- 
grnding of co-operative farms in the Autumn of 1962. 

10. No plm figures for 1 6 m e  available, thc plan m l y  4 s tp t ing  that the good 1962 harves cmatcC Vnvournblc c m d i t i a n s "  
for raising thc l e v e l  of l i v e s t o c k  production, m2 t h ~ t  i n v ~ o t -  
mcnt i n  a g r i c u l t u r e  would be 16% higher thm in 1962, The new 
Scv~n-Year P l m  1964/1970 aims t o  increcse the  product ion per 
l:cctar of arable lmd of potatoes by 7$, of sugar beet by 18%~ 
of oil-bebaring crop8 by 50$, of mtat by 285, of milk by 34% :.nl 
of cggs by 52%. , 

Invss tment - 
11. The amount of t o t 2 1  investments in 1962 was g i v m  as 

15.7 billion East Marks, or only 1.4% more thm i n  1961, the 
lowest increase f o r  m n y  years end frir below t h ~  planned 6%. 
Thc f a c t  that in  the Soviet Zone of Occupntion of Germmy 
"nccwmlntionfl (mcanil-ig investment snct s tn t c  resrrv~s) in  1962 
c c n s t i t u t e d  a much smaller propor t ion  - m estiested laC. - of 
nrticnnl income than in the othcp C O M E O W  c o u n t r i e s  wna sh?.rply 
criticiscd cn scverril  cccncfons, l a s t  but not lccst by 
Khruchchev in h i s  odcrcss t~ the Ecst B c r l i n  Communist Pmty 
Congress  in Janumy 1963. The plan for 1963 thus providcs  f t>r 

20.3: of  nct m n t ~ r i 3 . 1  product to be earnarkell f dr : ~ n c c u n u l n t i f - n "  
rc ;prcscnt ing on increese of o v ~ ~ r  1962. :,ocorcling t u  the t l W  
S~vcn- err ~ l n n ,  capitp.~. investment is  t3 i n c r c n s e  from 16.0 
billion East Mnrlra in  1963 t o  28 b i l l i o n  Enst Marks i n  1970; 
i-c., by 665 ( m u d  average 7.5s). 



12. The numbur of centr~11padministcrcd investment P F O ~ L C ~ ~  
go?s becn reduct* from 142 In 1961 t o  68 in 1962, w i t h  prcforencc 
k i v c n  t o  those nccaring completion. The most important voro: the 
a l ~ c t r i c  powcr plant at Ltlbbcnau, the brown coal comb in^ qlSchwar~c 

mpo" , the chemicnl works "Bum-Wcrke;', the o i l  proccseing works 
schwodt/odtfr and the stcel rtnd rolling m i l l  a t  Ries. 

9 
pprcim trade 

2 13. According t o  the plan f;ul;eSment report, foruign trade 
pwnover  in 1962, incluit t h a t  with the Federal Republic of 
Wo~rnany and West Berlin, t8 amounted to  the s uivnlent of 19.9 
&illion East Marks, on incrcaae of over 19 2 1, os p l m e d .  

o t a l  imports rose, however, by 7%, thus exceeding exports by 
b i l l i on  East Marks, mainly because of additional imports of 

&ricultural products, the import of meat alone having risen by 
%&q. This duficit  is expected t o  be m a d e  up durlng the f i r s t  
mrlf ot 1963. Tho increase figure for  exports in 1963 has therefore 
S o c n  ~ c h c d U o d  t o  be 15.4$, with imports remaining at the 1962 
1 .  B~8ide8 a shortage of meat and meat produ t , e l a c k  o f  C B ,high quality industrid goods suitable for eXport 2 were made 
wesponsiblc for thc: unfavourable trade balnncc. 
H 
k 
n 14. The concentration o f  -st German trade on 0th- COMECON 
3 o u n t r i c s  was intensified in 1962, w i t h  t h i s  area accounting for 
epproximntely  74% of tho t o t a l  trode turnover and the 8ovict Union - 
s l o n c  for  npproximately 4%. Rocat stlbstantial credits ( a  f i v c -  
Qrcw crodit in March 1962, valuea at 1.3 b i l l i on  East ~ a r k s )  w i l l  
k%ncrcast dcptrrdmc~ on the Soviet bloc still furtier. Western 
m o p o ' s  total trade w i t h  the Soviet Zone of Occupation of Germany 

1962, accounting for less thln 20$r, of the 
Fcclorcl Republic of Gurmany has declinod 

s c ~ m  st i l l  to  hove cpucllcd that with t h ~  rest of 
ained the largest single b i l a t e r a l  f l o w  in 

15. The mcrchent Plect, during 1962, was rcported by Wustcrn 
m o ~ c c s  t o  hnvt; bmn increased by 22 ships, or 150,000 t ms,  

ring.hllj the total  t o  82 ships, or 500,000 tons. Freight carried 
1962 is m i d  to have mached 6.8 million tons, an incrcase of 
million tons over W o  previous yew. 

GI 
onclusions 

Pd 
I 16. The prospects for a rise of 25% in  the stmd=d cf 

@ivlna provided f o r  by the new sever,-Yew Plan do not s e m  bright,  
~3.f onc i~ t o  buli~vc the many statclmcnts urging on incrcme i n  - - 

1) Trqde bctwecn tho Sov ie t  Zone cf Occupntion thc Fcdcrzl 
Republic of Ocrmany i e  not considered t o  be f o r ~ l g n  t rade but 

% domcstfc trade. 

2 )  Stacks of unealeable goods held by the foreign trade ngencics 
U wore valued at the end of 1962 nt  145 million ][Past Marks. 
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l tnccunulnt ionu t o  thc detr i m a t  of "c  onsumpti oni1. It might hnvc 
bucn c q c c t c d  that  the Soviet Union should cxcrt pressuru f o r  C U C ~  
n ri~.;orous po l i cy  considering t h ~ t  the Sov ie t  Zclne of Occupntion 
of Ocrrmny, althgugh enjoying a higher  atandarc! of l i v ing  thm 
the Sovict Union i t se l f ,  still depends on substcatial s o v i e t  
c r o d i t s .  Therc night ,  however, be m o t h e r  ruason for both the 
c r e d i t s  ,mrZ tho presslaw for  highbr investments, It has beon 
r ~ p o r t e d  that thu ccmomic difficulties of the Soviet Zone of 
Occupwt ion of Oermmy rueu1.t. lar.~~I,#k#kom the fact  tha t  irnportnnt 
industries h w c  bccn mcahcd w i t h  Soviet (and Czcchoslovnkicn) 
industrtes for tht production l;f cloments 3f rocket and nuc1c.u. 
wenpon systums, Should this be true, it Would be a furthcr r t n s u n  
f o r  the Soviet Zone of Occupation of (fcrmnny t o  seek, ns shc ( l id  
in 1962, Industrial ,  machincry Elnd equipment in the Wcst. 
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Population; 13,9 million 
Area: 127,900 sg,kn. 

Introduction 

1. Next t o  the Soviet Zone of  Occupation of Gemany, 
Czechoslovakia is the nost indudtrialised country within the 
Soviet bloc'. It has the highest living standard within  tha t  
a r e a  and ia o l a h e d  t o  oct?upfS. aPrP 'Of the first places i n  t he  
world for the level of nutrition of the populat ion .  Within 
COMECON, Czechoslov;ikin plays an Important r o l e  ae an 
exporter of wachinery and equipment, and is a aajor s u p p l i e r  
of credita f o r  developing countries, Among the bloc 
countries, Czechoslovakia i s  the only f u l l  nenber of GATT - 
P o l m d  being an associate nenber - and both countries nru 
signatories of the Chicago Convontion on Civil Aviation, 

2. The State Planning Connittee announaed on 
14th August, 1962 that the 1961/65 Five-Year P l n n ,  providing 
for annual aver o increases of 7.3s in net nater-f a1 product 
(nat~snal incone 7 , of 9.3s i n  industry and 7s i n  agriculture, 
was t o  be abandoned, ae the Czech econony had been trying to 
develop i n  too narzy f i e l d s  at once, and the correct 
proportion between agricultural and industrial production 
hnd not been naintained. Already early last year, the 
original 1962 target8 had t o  be revieed. The Czech p l a n  
f o r  1963 is  a transitional one-year plan designcd t o  estublish 
R basis f o r  a new Seven-Year Plan beginning i n  1964. The 
lowest growth rates in Czech planniw history are 
contenplated: . gross industrial  production i s  to  increase 146, 
cud.labour p r o d u c t i v i t y  0.7$ (agriculture an unrezlistic 9.5%). 
Tmgets for the new Seven-Year Plan, 1964/1970, do not appear 
to  have been released as yet; 

Net natcr ia l  product ' 

% The 1962 Plan Fulfiluent Report was publ i shed  12n 

1st February, 1963. The material available does not g i v e  
the exact figure for net material product (national i n c o r . ~ ) ,  
i t  only Pays that although production was below p l n n ,  the 
national economy registered further growth in 1962, &k 

conpariaon between the rather good result8 i n  i n d u s t r y  and 
the  bad results i n  agriculture nakes an estsnnted i n c r e a s e  of 
national incone of a p p r d n o t e l y  1% l i k e l y .  The R e p o r t  
c r i t i c i s e d  shortooninga i n  nnnagenent and work organiza t io l l  
and an excessive and econwlically unjustified growth of  stocks- 



k$=== 
3 4. In industry, a rate of increase of g$ had bcxn kept up, 
g?xd oftcn surpnssal, fo r  a numbtr of y~:rs  un t i l .  the end of 1961, 
mhc first year aincct 1953 tl13-t thc CzclchoslovakSnn economy could 
&t r L ~ c h  t ho  i n d u s t r k l  outtpt targets. In 1962, the rcrlatively 
p r n n l l  incrcase of  6.2$ incr~nsc over 1961 as ngninst a 7.5% target 
&in thc: %vised plan points to  the f a c t .  tha t  the pacc of i n d u s t r i ~ l  
Fipevclopxnt is slaving d m  cone idcrably, n f oaturu not uncommon 
&n highly industrialised countries. Tho following branches hnvc 
slightly over-fulfilled t h e i r  (+ 5$), chernicnls 
H(+ 10.4$), rnd consumer goods .the resu l t s  mhimcd by 

ower (+ 7.5%). (+ 5.1%) hmvy 
%nglnccring (+ 8.1:3) m d  (+ 8 . 5 J  f e l l  short  of 
&,huir tm-gcts. ~ u i l d i n g  results were extremely poor, with M 
z i n c r ~ n s c  of  :'less than l:iJt. Labour ~ r o d u c t i v i t t  increased only 
W3.= n g ~ ~ i n s t  n p h m c d  6% which, except for 195 , was the lowest 
Wr wth r ~ t c  sincc 1948. 
m-  
u 

5 .  bor thc; "yuar of r~organization snd prsprur~.tion~~, 
, the planners set the modest targot for industr ial  production 

1&, forecnsting a t o t a l  out t of 27.8 million tam of P nhard coal (1962: 27.2 million tons), million tons of stcel, 
h29.000 tractors,  54,000 cme (1962: 64,300). 260,000 television 
*set8 and 220,000 ref  rigeratcjrs. The plan fb r the chemical 
*Industry foresees an increase of 5.4% in gross output, the major 
*$pe.rt of it being accounted f o r  by an exprmsion of the processing 
g o f  crude oil and thc prductlon of artificial f e r t i l i ze r s .  The 
~ m n i n  fcoture of the new 8cvcn-Year Plan 1964/1970 will be an 

improveincnt in  the technological end organizational level o f  the 
icnginecring industry, whose output l a  t o  rise by & to 10Y6 
W nnnut-illy (the only figure so far available f o r  this  ~eriod). 
H 
L J ~ r i c u l t u r c  

8 
A 6. The plan f o r  agrfculturnl pr&uction In 1962 was 
UfulTilled only by 88%. (crop p~aduc t  o 84% end 1 iwstock produc- 
m t i c n  93$),  despite a 6.7 b i l l i on  Kcs \ 1 7 investment i n  this sector 

1962 &md 7.3 b i l l i o n  Kcs in  1961, In admitting that  
nngz-iculturnl production was 6% less thaii in 1961, Party Leader 

Novotny tcrrned 1962 as  on^ of the w o r s t  yamsu f o r  Czech 
A agriclllture. Tho whmt crop is estimated to h ~ v e  been 1.8 m i l l i o n  

tone (+ 1055). with vcgetcbles dorm by 1% nnd livestock product ion 
3 by 7% Milk production was w e l l  below plan by 6.w. In 1963, 

crop and livestock production are scheduled f o r  incremes of 
' 18.kF .rid 1.3% respectively over 1962. The shclira of irivestments 

nallccr,tec? t o  n.piculturc in  1963 is, hmavur, t o  rmaln 
~ p l : r o x i a ~ t c l y  that  allocated in 1962. Yorcovcr , agricultural  
co-op~retives w i l l  receive fewer machines t h ~ n  l a s t  year; n sh i f t  
in n g r i c u l t ~ ~ l  invustment hcs been envisaged way Prom machinery * to soil improvement intended t o  incrmse jielBs, 4 

A 11) See Annex f o r  rntes of exchange. 
U 

E 



7. :.ccorrling t., an official Czech~slovakl~m statomcnt  , bnd 
r w s u l t s  i n  r.griculture presented a "scr ious  p d b l ~ ~ .  for tnl: L n t i r o  
n?.ti,.mc,l ccon~rny*~, ns the engineering ind~stry h n i  to produce 
hunvy m~chinary f o r  e x p o r t  t o  pay f o r  agricultural impttrts ,  t o  
t h e  d e t r i m ~ n t  of the 0rdi . r~  it  was supposeri t o  b t  fulf i1lir.g for 
i n d u s t r y  rt home. The  XIIth P c r t y  Congress d c c i l e d ,  t h c r t f . ) r ~ ,  
in  Dccenber 1962 t h a t  by 1970 the rate of i n c r c ~ s c  of ~ g r i c u l t u p n l  
p o i u c t i o n  should ruilch that of n d u s t r i n l  j r o d u c t i o n .  P m s p e c t s  
for this PTC, howcver, rnther o r  cons ide r ing  thnt aqr ic~f l . tu rc  
hr?s only inc roascd  by 1F QVW he last f i v e  ye?rs, and t h a t  t h e  
nbsolutc  l e v e l  of  production $ s app-oxim~tcly the s r n c  ns i n  
1936. S i n c e  c v ~ n  t h i s  r e s u l t  has been o b t r i n e c  lqrgcly t h r a t )ugh  
increased 1ivastoc;s  product ion ,  it i s  d i f f i c u l t  t o  scc h o w  the 
pl,nnned 18.4% increase in crop p roduc t ion  could be rcn1lsc.d. The 
r<gi,nc secms intent on continuing its doc t r in - i r c  po1icit .s  i n  
cgriculturc 'md 2spi ros  t o  improve t h e  s l t u n t i o n  m2inly t h r o ~ g h  
a d m i n i s t r a t i v e  mums. 

Investment 
I,-- 

8. State ccpit~l investment  =ippcr.rs t c  h9vc bccn 
partjcularly poor jn 1962, with an estimated decrcasc o f  15; r-~;:::lnst 
'. targat of 2p 8% ~ ~ ~ . r n ~ t h . & m i u u s  difficulties i n  thc economy vwrc 
sa id  to have b e m  caused by changing the f inn1 dates f o r  p u t t i n g  
f actol-ies into opere t ion .  EZlrtherxnoro, p l m e r s  h.-.d appcrcn t l y  
buen f o r c i n g  thc pace  of  investment  both by s t a r t i n g  too  rr.o,:ly 
pro3ects and by &i?~mdiilg t o o  much haste in  t h c i r  im~ lc rncn tn t im .  
1. further decrease of inv~stment by 65 has b e ~ n  mzouncuil for 
1963, where 197 of the nost  urgent p r o j e c t s ,  v d u e d  ct 
K c s  16.8 b i l l i o n ,  m e  expected t o  be completed. Only 85 ncw 
p r o j e c t s  w i l l  be strxted in  1963, worth Kcs 5.3 b i l l i o n .  

9, One of ~ z e c h o s l o v a k i n '  s most imgortmt develoynent  
project+ i s  the new o i l  r e f i n e r y  of Slovnaft,  ne?r B r n t i s l n v ~ ,  
n cnpccious Danube p c r t  50 km. from Viema; t h i s  r e f i n e r y  r:r;os 
Soviet crudc oil supplied by the Czechos lcvak im brmch of t,hc 
"Primdship6' pipel ine which was completed on 22nd Fkbru2ry, 1962. 
r u r i n g  the first year of operatim, 2.65 million tm~ ;  of S.wiet 
p ~ t r o l e u r n  are said t o  have been conveyed t o  Br~tislnvn. 
Anothcr impor tant  p r o j c c t  i s  the Eas t  S1bvr.k I r m  '?o?lis of 
Kocice,  which, af te r  completion, is expected t o  , ~ r s L u c e  
3 m i l l i o n  tons of  finished steel  products z ycnr .  It will rcly 
1.11olly on S o v i e t  i r o n  o r e  f'rom K r i v o i  Roe rnd c o d  from Ostr .?vn 
in 19ornvian S i l e s i o ,  a t  p r e s e n t  ~ z e c h o s l o v o k i r i ' s  only r c q l l y  b i ~  
stccl csntrc. 

10. Czechoslov~kia' s f c r c i g n  trqdc i n  19b2 incronse4.l by 
only 4-77; as egainst &.7$ i n  1961, nnd nn mu31 nvcrrgu "f 8: 
schcdulod by t h c  F i v ~ - Y w x  Plan. According t o  n CTK broqcicqst of 
14th February, 1963, f o r e i g n  trade turnovcr  cxcecdcd Kcs 31.2 
b i l l i o n ,  of which ncnrly 9.0 b i l l i o n  ( 2 9 . q ; )  was t r m s n c t c d  with 



.*capit  :listH countries. Fuel and raw mt?tcricls account for more 
t h a n  5G and foodstuffs for more thnn 205 of Czechoslovnki~~s 
imports with mnchincs and equipment rankirlg first on the export 
list (ncnrly 505.~). 

11. A gr3ct decl of Czechoslovakia's current difficulties 
w e  being attributed t o  the fact that this  ccuntry, after the 
s o v i e t  Union, is the largeet supplier of foreign credits among 
the Europcm satellites; per cnpita, Czechoslovakia is said to 
hove spent Wrae timc;s more thhn the Soviet Union on nid t c  

(IIILL 

develo~inp: countries. Another problem sccms t o  have boerr the 
disruption of Czechoslovakia's trade w i t h  China, oncz her fifth 
lnrgest trailing partner-. In 1961, Czechoslovakian/~hincse trndc 
had fallen by about 7% compared with 1960, and ln te i n  1962 
foreign trade with China was reported to have stopped c o m p l e t t l y .  

Conclusions 

12 .  The abandoning of the current very elaborate Five-  
Year Plan after only two years point8 to serious di f f i cu l t i e s  
in Czcchoslovakials economy, With the degree of dcveloynent 
now reached, planning may have become more difficult than in 
a less advanced and lee8 complex economy. A s  foreign trade 
i s  playing an important role in the Czech economy, the 13ss of 
a client like Communist China may have had eome effect on 
economic development, eepecially as Czechoslovakia must at  
the sane time adjust herself t o  increased specialisntion with 
COl'ILt",CON. Another reason for CzechoslovaMats current diffi- 
cu l t i e s  might be her integration, together with the Soviet 
Zone of  Occupation of Germany, in the Soviet armaments 
programme (see abovo, I, 16), All  these facts make it 
difficult for the r6gime tc maintain the high living s t a n d n r d  
of the population, though it appears that great efforts h a w  
been made in this direction since the upheavals in Hungary 
and Poland in 1956. 

NATO CONFIDENTIAL 



Population: 30.5 million 
ibca 3 311,700 sq-km; 

In - tr d u c t  ion 

1. Poland i c  the largest cf thu Europerm s a t c l l i t c a  i n  
territory and population and, after t h ~  urphcaval i n  1956 an.1 
 orn nil? h i ' s  r c t u r n  to powcr, tho  one consicbred by m a n y  Viestern 
observers to bc the most i81ibcra18i of th-t nrt.a, ns ind iv ir l i l s l  
f zrmws still own 87% of c u l t i v a t e d  lmds. Though i n d u s t r i ~ l i s r r -  
tion i s  adv,mcing a t  a c o n s i d e r e b l e  pace, - ~ r l c u l t u r c  s t i l l  plays 
a major role in the  economy, with about 25:: of net  mztcr i :~l  
product ( n ~ t i o n a l  income) being derived from t h i s  sec to r  r?nd 
ovcr 5m of the populntion still living in r w ~ l  nrcas. !;!i thin 
COF,:UCON, iJol?nd i~ m importrnt supplicr of har6 C C ? ~ ,  c h ? ~ " i ? a l  
plant and ships,  The count ry  is an associate meL.ibcr 3f WXT <rind 
a signatory of the Chicago Convention on C i v i l  i.vintion. 

2. In 1962, Polmd m ~ t  with d i f f i c u l t i e s  ~ i m i l m  tc, t hosc  
in t h ~  Soviet Zone of Occupatian of Germzny and Czcchoslovckia, 
resu l t ing  in a lowering of the production aims f o r  1963, i n  
comparison ~ i t h  the. annual. average incrcllsc tcrgets provided for 
in  the Five-Year Plan 1961J1965 of  75 i n  ne t  ma te r i a l  product ,  
8.7% i n  industrial and 4.1% in agricultural  producticn. 

Net material product 
7 

3 According to the' Polish plan, fulfilment report  for 
1962, gubliahed on 20th F ~ b r u a r y ,  1963, net  r;at r a1 ~ r o d u c t  bf ( n ~ t i o n n l  income) mgunted to 427 b i l l i o n  zloty , m i n c r ~ m c  
of only 2.5% ns a g ~ i n s t  a pl-d growth of 75, nnd an w t u n l  
i n c r t a s e  i n  thc preceding y;ar of 845. Nstional i n c w e  for 
1363 is scheduled t o  amount t o  446 million z lo ty ,  i nc r tn sc  
over  1962 of 5.2$. 

Industrial product ion 



>Ian - 369 o f  390 plcnned pro jec t s  were completed. O u t ~ u t  of 
&srd c o . 1  t o t ~ l l c d  109.6 mil l ion t m s ,  an increase over 1961 of 
3i.&%. Froauction f i g ~ r e s  of major commoditihs, not given in  the 
d m e x ,  include the f ollowlng: sea-going ~ r t s s e l s  (290,000 dead- 
 weight tons),  mctal cutt ing machine tools  (24,800 u n i t s ) ,  t r ac to rs  
d .112,625= i.c., p l u s  19.6$), passenger e r r s  (16,100), l o r r i ea  
&?,bQC), sulphur (209.000 tons) and p la s t i c s  (82,500 tons; 
i . ,  p l u s  18.85). 

W 5.  The 1962 indus t r i a l  plm foresees an increase of only 
559 ovcr 1962. ~pread  unevcnly nmong the varioue branch~s .  Thc 
boutput of p-oducar goods is t o  increase by 6.% anii that of 
Uconsumw goods by 2.6%. Above average Increases arc planned f o r  
~ c h c r n i c a l  machinery and plan t  (35$) ,  tractors (33$), l o r r i e s  and 
dbuses (22%) ,  e l e c t r i c a l  machines and oquipmcnt - especial ly power 
Ztnrbincs  ( 1 . 7 )  en&incoring and mctnl working output (11.7%). 
Wmerns of t r r n s ~ o r t  ( l l s ) ,  chemicals (9.4$), mctnllurgical products 
w(L.6 1, md c l ~ c t r i c  power (8.57,). Steel production is  t o  at toin 
mb million tons, ro l l ed  stesl 5.4 mill ion tons; shipbuilding 
Hinc?ustry i s  expccted t o  show an increase over 1962 of 22$, 
Eproducing 52 ships ~ " ~ i t h  over  350,000 deadweight tons. 

I 

W 
H 6. In contrnst  t o  the situ~tlon in  the Soviet Zone of 
kOccupation of  Germany and Czechoslovakia, vast  lnbour resmrces 
$ere s t i l l  o v n i l ~ . b l c  in Polnnd's agriculture.  l~ t  the Tradc Union 
mongrcss  i n  Novcmbcr 1962, Qomulkn stated tha t  while employment 
4in thc; whole of thc socinliscd monomy had botn lanncd t o  g ~ i n c r c c s e  by 263,000 persons in the years 196l./19 2, the nctunl 
U f  igure was almost twice as large. This unexpected incrcasc in  
W~mploymunt put 3 heavy s t r a i n  on the wage fund nnd prevented wages 
'from rising ns planned. Gomulka cmphssiscd that thc indus t r i a l  
\ 

output targets  should rather br: achieved through b e t t e r  orgmim- 
g t i o n  of work end h i g h ~ r  roductivity, which In 1962 seem t o  have 69- ~ f r l l u n  short  of the 5 .  ,o incrcase tnrget,  
m 
O&r i c u?- ture 
d 
U 7. O f  ~alieh f~rmlnnd,  8796 Is priviitely owned by individual 
~ p r n s m t s ,  1% by 5,300 s t a t e  fnrms md only 1% by c o l l c c t i ~ o  nf~rms, thc number of vhich hzs fal len from more thrn lO,OOO be fo re  
~ ~ o m u l k n ' s  r u f o r m  i n  1956 t o  n mcro 1,600 in 1962. Thcra is no 
Hindicotion that Pomulk~'s declared intent ion t o  avoid m y  form of 
df orcud ~ l l e c t i v . ~  - w uetion w i l l  be discontinued. The earmarking of 
3 8 0 ~ ~  t o  90% of' rgr ieul ture l  investm~nta from s t a t c  funds in 
@963/1965 f o r  tho development of s t n t e  farms and thc decision t o  

I r d l c c :  tc unusud lnnd to stn tc  farms, whereas h i t h e r t o  it h3d 
p a s t l y  gone t o  private farmers, seems, howevcr, t o  be indicntive 
WO;L? z ,  tcnc'.oncy t o  E; tress thc importmcc of the public sector.  
Y 





currency z l o t y s  (in c ~ r ~ n t  p r i c b s ) .  Exports increascd by 9.5% 
t o  6.50 b i l l i o n  z l o t y ,  and imi?orts by 11.&, t o  7.54 b i l l i on  
zloty.  Tic m o u n t  of the imb~3ancc s r s  reported t o  bc npp-oxim~tely 
670 million, 

13. The Soviet  Union is Polmd's most importrnt trndinq 
pzrtnur ,  w i t h  a shme of approximately 3* of thc; turnovir, 
supplying k?lf of  a l l  raw materials consumed in  Polish industry, 
The shmu of flcr.pitzlist if  cduntries in poland's foreign t r n d c  in 
1962 weo nacrly @, n fact sharply c r i t i c i s e d  by Gomulks nt  the 
Trndc Union Congress on 26th November, 1962, whcru he sa id :  'V;e 
w a n t  to ,  and ve should, trade with c a p i t n l i s t  countrics,  but wc 
must not f 311 into dependence upon t h c s m ,  because i n  t h n t  case 
the dynnmics o f  c ~ . p i t a l i s t  markets, as w e l l  as t h t  golicy of t r n d a  
d i ~ c r i m i r ~ a t i o n  against the aoclnlist s t a t e s  cunducted by the 
c n p i t r l i s t  countries,  could undermine our plans m d  impede thc 
development of our economy.It 

l m  expects nn increase In Po1,md's f o r e i g n  14. m e  1365% 
trade turnover of io, exports incrcasi~g by 65 m d  imports  by 
no more t h m  ).a, a ra ther  unrsalistic r e l o t i m a h i p  not 
achieved in Pol i sh  f o r e i g n  trade for many years.  E x ~ 0 r . t ~ ~  3f food- 
stuffs, which account f o r  over 50$ of Polmd' s  d e l i v w i t s  t c  
l t c a p i t r l i s t ~ '  countrics, are t o  be reduced shnrply, whi l e  tho 
expor t  of e n g i n e ~ r h g  oods t o  the West i s  p1,mncd t o  grow by 
30% ((present &we:  157 . The attempt t o  enlmgc the pr -por t  ion 
of eng im~r ing  exports w i l l  certainly not prccludc n c t i v c  efforts 
t o  r e t a i n  rav rnfitcrial. ngriculturnl in?-rkcts. Impor t s  of 
c c r ~ n l s  vrhich mounted to 2.1 million tons in  1960 and 2.5 million 
tons in  both 1961 ,and 1962 w i l l  be incrw.scd t o  2.85 m i l l i o n  tons 
h 1963, thus r cech i i z  ? t o t d  of z.pproximctcly 10 million t.ws, 
~ l u o d  a t  2.5 b i l l i o n  fc,rcign cxchem&e zloty within four y e w :  . 

15. The t annagc of scz-going merchmt shivs under the 
Polish f l ag  in 1962 vqas c?pproximntely 1.1 million derdwlght  tcns .  
P o l i s h  por ts  htmdlcd 24.6 million tons of gods. 

onc l u s i o n s  E--- 



Populntion: 18.6 mi l l ion  
l s c n :  237,500 s q . h .  

Introduct ion - 
1. Roumcnia is s t i l l  an egricultmnl country, with nanrly 

7 6  f its inhabitmts living in rural arcas,  md ci th ovcr  jfl 
of n o t  rnr.lx1-ial product  (national income) b ~ i n g  d ~ r i v ~ d  f rom 
n p i c u l t u r n l  product ion, Full collectivisntlon nns r ~ n c h c d  in 
spring 1962, f o u r  y o v s  ahcad of schedule. M u s t r i n l i s o t l o n  is 
being pushed f omve.rcl chd RoumaniLm industry, if onc c m  trust t h o  . 
offic?al s t a t i s t i c s ,  ha2 or-e cf thc hipbest growth r2tc.s in 
i;'urope. Thc cmi~try has large nrttural r~sourccc, n b r ~ v ~ :  fill crude 
oil nnd noturn1 gns, but  also i ron,  manganese o x ,  bquxitc RTHI 
timber. Rournrnin is ropor tcd t o  bc rclnct~nt to play  thc: rr lc  of 
a suppl ivr  a f  raw m:'lteri*Kls w i t h i n  C O M E O N  nn3 t o  s c t  i ts hih-$I 
i n d u s t r i a l i s a t i o n  t ~ i y e t s  aside f o r  bettcr cs-opcrnt ion c.i t t , i n  
COli:I.ZON. Having received considertlbly less d i m c t  worromic nid 
from the  Soviet Union thm the o t h e r  European sntullitus cxccpt 
Czcchoslov~kin, Roumnnia secms t o  be playing o rcl?t ivcly 
indcpcndant r o l e  in that or w i z s t  ion. 

2. The current Six-Year P l a n  providas f o r  n much f n s t ~ r  
P ~ C C  of dcvolopnmt of thc cconomy, m d  of i~dustry 'md a p r i c u l -  
turc i n  particular, during t ho  ycars 196045165, than i n  thc 
prcccding S ~ J C  yoars, Thc planned rise 02' n z t i o n a l  i n c m c  by  
70-805 ( m u n l  aversgo 9.85) is one of the highcst flarcsccn for 
m y  count~y of thb ~.r~3r  and baaed mainly on a r a t h ~ r  o ~ t i r r i ~ t i c  
estimate o f  thu expansion GP the labour ~ J ~ C L ,  c plLwaed f c u h l i n g  
of investments, and a predicted increase in gross a ~ r i c u l t u r n l  
production of no less th?n (m-iual  avorage 7%). 

3. According t o  a cormuniqu6 of t i l ~  C c n t r n l  Dirccturztc 
of' St?Cia t i c s  published on 1st February, 1963, n ~ t  m n t . t . r i n 1  
prccluct (nrticmc.1 incornu) rosc  by  only 77: in 1962, whcrc.nn thc 
Six -Yunr  P lun  1960-1965 f o r ~ c q e t s  an m u r l  incr.:-:;L rr,tc of 
3.3% which h::s s o  i n r  b c a  surpassed only in 1961 ( 1 L f ) .  T h ~ r c  
is n o  plan inrgct n v a i l n b l c  f o r  1963, Ghcorghiu-Dc j :,tnt inc? Ln 

29th Dcccrnbcr, 1962, t h a t  n ? t t i o n d  inccrmc v;ould l ' i r ~ c r e n s c ' i .  

4. The 1962 p l ~ a  f o r  p ross  i n d u s t r i d  product i o n  tins b c ~ n  
ovor-fulfilled, resulting in a t o t c l  incr~.?si: i r m f  114.7' 
kgninbt n t r sgc t  oi. 1:,5;: w.9 a r i s e  ~f 15.6@, between 1900 mtl 



lg61, This is a l so  well  above the average m u a l  incrcnsc r n t c  of m$ pinnncd f o r  thc 1960-1965 puriod (sca m c x e d  t n b l c ) .  output 
st' monns of production r a n t  up by 17.5:*- and t h ~ t  of consumer goods 

0 .  E ~ p ~ c i ~ ~ l l y  high incrccec r n t c ~  werc nchicved in pie 
F on prcduction (+ 375). t h ~  chcmicnl Industry (+ 24$), aloct r ic  

, r  (+ 2 ,  1 roccsslng (+ 2l.596), cngine~ring (+ 19%). m d  
g i l d i n g  r n n t i r l n l s  f+  18.55) ( f o r  absolute production f'lgurr.~ of  
& y p o r t n n t  comotl i t ies  scc annex). The communiqud puts n specis1 
Hress on the i n c r ~ a s o d  qunlity of the  p r d u c t  ion. &;bo~lr 

i 

@.oductivity rose 6.696 only, instead of a planned 8.5,. 
4 
H 5 .  1.n important branch o f  ~oummia ' s  economy is the crudc 
k&1 ~ r o d u c t i o n ,  which w a s  nlrcady highly devclopod before the 

ct vmr. It appcars the t  thc "co-ordinationw with the Soviet 
i o n  worked much t o  the detriment of  Roummiat vihcreas Roumnnian 

*u-wnr o i l  production was &@ady over 8 million tons a year, 
ociuction by 1962 had only incre~sed  by about t o  reach 

W.86 million tons; on the  other hand, Sovlct o i l  production which 
Byls only  31 million tons bcfore the w a r  has incrussed s i x  fold, t o  
W6 mill ion tms in 1962 an8 is planned t o  reach 205 million tons 
% 19963. 

H 6 .  The 1963 -plan providcs f o r  sn incrcssc of "rnorc than 
k2$11 in indus t r i c l  proauction over t h ~  1962 rcsults. In the 
Gi3rnches praducing means of production, the cqectcd increase is 

in thosc producing consumcr goads lo$. More importmt 
ncrcnscs m e  c ccted f o r  the output of Pmer 7 enuration (+ 21$), 

un ice l s  (+ 263 and building materials + 1 . To a c h i ~ v c  
s a c  t n r g u t s ,  labour ~ r o d u c t i v l t ~  in industry must incrcose by 
3 rl targut which had also beon planned b u t  not achieved in 
4962. In vicw of past performance in industry and the r ~ t h e r  
Cailodcrato increase p l m e d  for 1963, thc industrial tLargcts for this aenr should, however, poso no great  diff i cu l t i c s .  Chemicals and 
h . g i n e c r i n g  hcod thc  production tar ets of the 1 -Year P l m ,  

Y 
d h h  %th annual avsragc: increases of 2 and 14%. ich w e n  

urpnsscd i n  1962 ( s e c  4. above). The long-tern perspective plan 
o r  indus t r i a l  development, 1960-1975, provides for gross 

&dust r ia l  production t o  incrwse 6 fold ,  chemistry l4 fold and 
aingincming 7 fold ovLr tho 1959 r ~ s u l t s .  

w i c u l t u r Q  
GI 
W 7. Thc cornmuniqud says very l i t t l c  on t h u  1962 r e su l t s  in 
~ ~ r i c u l t u ~ a .  The  grain harvust i s  r c p o r t ~ d  t o  have been 8.5% lowcr  

in  1961, appnrently in  consequence o f  3 vury poor maize crop,  
tChorcns the wheat crop is said t o  hove been higher, Roumanilm 
Grop yields have elways been particul-ly poor and even lower than 
@ose in Bulgnrin and Albania. Livestock numbers i n  1962 remained 
t?pproximatcly a t  the  l eve l  of 1961 (see  ex). Investment in 
r$3riculture i n  1962 increased a mere 1% over 1961, and the  shwo of 
mots1  investments allocated t o  agricul ture decrccsed from 17% in 
*19G1 t o  15% in  1962. 
GI 
U 

E 
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8. 1963 - m m  ~ ~ U C X I  t o  * 1% - with crop 
and l ivestock production to increase 20.% and 10.8 respcc t i v o l y .  
. + r i c u l t u r a l  investments are to reach the l e v e l  originally 
plmed for 1365. The 1963 agricultu~al plan says that thc steady 
progress of crop and nnimal produc-tion is one of the princi,ml 
conditions f or  the development of the entire ecanomy, that maize 
c u l t i v a t i o n  w i l l  be largely extended and tha t  a l l  state fmm 
shall specialise; some of them w i l l  gr~.duelly be converted into 
large maize groiluction units. Tin0 plm onvisnges the pr*oduc t ion 
of almost 1 mill ion ton8 sF-m~'ar*, more then 30 mill ion h c c t ~ l i t r e s  
of m i l k  and 28,000 t m a  of wool. ~ l g ~ i c u l t u r e  w i l l  receive 53% 
more chemical fertllisers than in: 1962. 

9. ' One can hardly see haw. agricultural production crn 
i n c r ~ a s e  by 5G - requiring an annual avcrngo increase uf 73 - 
in the course of the Six-Yenr P l m  1960-1965, as it was below t b c  
l eve l  o f  1959 in the first three years of the plLm. Thcrc arc 
scrious d o a t s  whether the diff icult ies  in qr icu l ture ,  now 
93.4% socialised, can be ot7r;rcome by tho t h o r o u ~ a  rcforms of 
rnrtnagornent introduced aFtcr the S~viet pattern in April ,  1562. 

10. State cwgita3. investment is runnir-g at a ra te  cf up t o  
25% of national income. 3he to ta l  volume in ig62 mounted to 
31.5 b i l l i o n  l e i ,  an increase sf L s  cm 1961. Industrial i n w s t -  
ment rose by 2m t o  more 'than 17 billion l e i ,  or 5574 of  thc 
t o t a l ,  Of' this, poncr nnd fueL industry receivcd 33.8$, . 
met,allurgy and onginooring 27.6$, a d  chcmicnl, pspcr and 
cctllulose industry 15.4%. 4.9 billion l c i  or 15.9% uf the t o t a l  
were allotted t o  agriculture,  ageinst n planned 4.7 b i l l i o n  l e i ,  
~ n d  2.8 billion l e i  to transport. 

from s k t c  f ~ n d ~  nro expected t o  
1962, and will amount to 34.6 b i l l i o n  1 ~ 1 .  

The main investrncnt p m l s c .  is  the new iron and stocl combim n t  
Oalnt i ,  working on coke an$. iron orc supplicd by thc Sov ie t  Unicm 

dcsigncd t c ~  producu 4 million tons cf stkc1 anil 5-6(70,000 
tons of ro l l ed  p l a t ~ s  n year by 1965. ('Shc p l a t  *ich, it is 
c l a i m ~ d , w i l l  be t h ~  lmgeat 4 its kind in thc; acrld,  is 
rcportcd t c  bc constructed by an Lnglo-French ~onsortium). 
Othcr projucts now baing carried cut incluile plcvlts f r . r  thc 
pruduction 02 cr,r tyrcs, pnpcr, ccl lu losc; ,  md.  bui ld ing  
mrttcrinls. 



W n  f L ~ r r ; i p  traclc in rclation t o  notional inccmc, The volume of 
anumnnim foreign traclo increnaec? by' in 1962 clLd, th .u& 
Qal1ln.g c~nsidurnbly short uf the 15% incrcasu cnvisagd, h m  

thu 1959 l eve l  by over 7046. Tho 1963 plan pr ovidbs 

h 
31- m i r c r ~ n ~ o  of 5.35 OVQI: 1962. 

d 13. Sinco 1958, therr: has bow same ~ c o r i w t f -  t i m  of 
m~umnnin's forciign trade tuwards Westom X%.ropu, whoso shnre of 
woumnnim imports rose from 17% t o  25196 - the highest figure f o r  
kmy E!stcrn Eurnpaan c % , t r y  - while the shcre of Wbstern 5urc;po 
n R ~ u m o n i a ' ~  oxports rosc from 1% t o  25%. c f lgwc among Sovict  
a t t l l i t t - s  only cxcacded by PoLand. The moet remarkable nspcct 
f Rowmnim imports from Woetern Europe is thc: rc lnt ivc ly  1m&o 

4,rdcrs for complcto frctcry plants placed in  Britnin, 
rnncc md tho Pcdcrzl R~public  'of' (3~p-y. 

E 14. $*>me wcstern o bscrvers believe thct if tho present 
,rc\rid upw?rd trcnd of lndustry cea bo m~.intninetl,  Roumcmin mny 
, nc: c k y  b ~ c  me the c;c momically strongust of  the S o v i e t  s n t ~ l l l t r ; ~ .  

&-r t h ~  momcrit, the task of thc planncrs is mrnlc easiur by the 
~ Y m p a m t i v u l y  prirnitivc structura of tho country' 8 economy. A 
mi* rate of invostmant has bccn cchieved by m:.fntaining the living 
%tmdoxd ~f thc rnasscs nt ti v ~ r y  low levcl,  1s Boum~mia bccmcs 
$cro industrinliaod 
~ ~ n s u m o ~  ncods, thc 
~ 8 1 0 w  down. 

anC t r i l l  U v c  t o  pay mare attentian t o  
prceent pace economic growth is bound to 





5 ,  ,',ccording t o  thc grass i n d u s t r i a l  prsduct ion  
is c x p e c t ~ d  t 3  incrmso by , riith above aver e incrcosc 
to ree t s  i n  thc chemical (+ 1-65} and in the engineering "$ + 9.5%) 
industries.  ,;b,,ut two-thirds of the gromth i n  i n d u s t r i a l  prcduc- 
tion arc ts come f rom higher productivity, S a m  of  thc mzre 
irnportmt producti..n figures planned for w c  givon in the  
t~nncx .  Othcrs include bauxite : 216,000 tons) 
m d  nlurninium production 57,000 t c n s  tms) ;  the 
chcmicnl industry is t o  increase by no less thLm 7% over 1960. 
Tho results obtained during tho first two yonrs of thc current 
Five-Ycqr P l m  mnke it ne t  unl iksly t h a t  most of thc indust r ia l  
produc t i an  trrgcts w i l l  bc attained. 

6. Mvbrsc n o ~ t h c r  was b1,med f a r  t he  failure. of thc 
~ r i c u l t u r c  to m o ~ t  the 1962 plan t w g c t s ,  but praduction 
cllcgcaly ' : s l ight ly  c x ~ c c d c d ~ ~  1961 Icvels, Thc output of maize, 
p o t n t o c ; ~ ,  sugar beet  and vcgcjt~b1e.s was reportcd t o  be h i a e r ,  
while that of grnpcs ant3 other fruit was much lower than in  1961. 
Productim r e s u l t s  in 1 i v c s t ~ c k  were more disappsinting thLm tkLmc: 
for crops: thc numbcr ~f c n t t l c  and pigs drogped below lost ycnrt c 
l eve l s  and thc output of eggs and m i l k  wns % mil 6% rcspccxvcly 
below tnrgets. 

7. Mter tho w r y  bad rcsults of the  two previous YCE~FS,  
which haC ahom a docroasct in &solute production cis against the 
rn thar  miccussful year of 1959, the  1962 results nust cause 
Hungmian planners much concern and it appears utterly unr tn l l s t i c  
t~ expect thst the goal. so t  for 196) - on inorcase of 12-1455 over 
1962 - can be attained. Stnte -chases in 1962 surp. ssed the 
1961 rusults  by 5:;. attain -d fo r in t ,  but d i d  not 
reach the planned ta rget  of  n W% incrmse.  F o d  ~ r i c c s  twc said 
t o  have been much highcr in  1962 thm in  1961, with a r i s e  in thc 
p r i c ~ s  of fruit and vegetables of 245, Hov!cver, improved mcthode 
of distribution may to some extent havo compnsated f o r  t h i s m  

Investment 

8. f.lthciugh state c e p i t a l  investment in 1962 was claim& 
t o  be 8% higher than in 1961, plenned l eve l s  were met. Of' 
tho t o  t n l  sum of approximntcly 35.2 b i l l i o n  forint?ef ,  &$ went 
t o  industry and only 175 t o  agricul ture,  about thc same shares as 
i n  1961. Thc 1963 plan envisages investnents mmunting t o  39.4 
b i l l i o n  fo r in t ,  representing Pn increase o f  145 over the 1962 
f ip l rc .  

porcign t rade  

9, According t o  the report ,  the 1962 forelm trzde turnovor 
excc~dcd that of 1961 by lo$. M i t h  a 1961 turnover of 24.1 
billion f o r i n t ,  thc: absolute figurc f o r  1962 can bc ks t imted  to 
bc approximately 26.5 b i l l i o n  fo r in t ,  Forciw trndc has thW 
11) scc :mcx f o x  

- 



d o ~ b l t  I s inco 1957. Exports excoeded p l m c d  t n r g e t s  , m i l e  
imports  w r e  soncwhnt lover thm plmqed, rcsu l t in r ;  in s bet  tcr- 
tlmn-planmil b j 1 m c ~  of t m d c ,  However, f urt ip trade show& n 
n c p . t i v c  balnnce amounting t o  #be million, T h i s  will make it 
d i f f i c u l t  f o r  Hungczry t o  s t a r t  paying back the  crcciits reccivud 
from o t h e r  COMEOT: countrics i n  1957 for her recovery yro~rmrnc, 
Du;ning 1962, t r n d c  w i t h  Communist cour.tri cs  increnscd by lo%, t h n t  
vrith I?cstt.rn cow.tric.s by 4% mc: t h a t  with d c v c l o p i n ~  c .untrics 
~y 21:., t h o u ~ h  it should be not& t h n t  the l a t t c r  remclins very 
r , n ? l l  i n  clbsolutc tcrms, T ~ G  shnrc  of other Comunist c o u n t r i c s  
i n  ~ u n g r r y ' c  ovcrr.11 t :~ik  ?-138 71.6%. Eaothcr 107; f ~ r c i g n  trnde 
i n c r c n s c  is p r d i c t c d  - cnC n o t  unlikely - f o r  1363. Lccord inc  
t v  tho  ~ 1 ~ x 1 ,  tr*aclu with Y!csttri~ c o u n t r i c ; ~  is intcnllcil t o  i n c r ~ a s c  
by 13%. 

5 one lus  i ons 

10, The stnndnrd of living showed l i t t l e  inprovcmcnt: r ~ a 1  
wrtgc:; of worlmrs nnd enployces increased by 1$, v;hureas pcnsnnt 
ccnsumption rarnained at  1961 lcvcls,  Food prices vere hi&-her 
thm in  1961, offsetting m y  rcnl  ndvmccs. T h i s  is c e r t l i n l y  
d u e  to a g n a t  cxtent t3 tho bad r e s u l t s  in  agr icu l ture .  B u t  
Western obswvers  a l s o  b ~ l i o v e  that much of tht cur~sidernblc:  
grvwtri of industry,  mrYL  cspccially hcnvy indust ry ,  has b e ~ n  used 
f o r  mili tary spmding rnthcr thm for raising l iving strulclnrds 
of the populntion, 



Populatim: 8.0 nill ion 
&oat '. - 110,5300 sq.lan. 

p t r o d u c t m  

f Bulgmia Is ,  apart from Albahia. tho l eas t  developed of  
the  population nli thc European satdiiitesv. w i d h  &out 63% of 

still  l iv ing  in rural 'areas. Howcvor, her industrinl progress 
has bem rcmarkoble. The shares -of ln~uetry and agriculture in 
the net m n t c r i ~ l  product are claimetl t o  be cbout 45% md 30% 
against a prc-war distribution of 20$ and 7075, with gross 
industrial production now being allegedly thirteen times thr.t of 
1939. Within COMI!EON, Bulgaria is the main supplier of tcjbacco 
a d  grapes and has recently sp~cialiscd In electric equipment m d  
lathcs'. - .  

2. Planning eOt3Ills t o  be handled rather incomfstcntly in 
Bulg.mia. After me Tfailum of the lf&rcat leap f oxward" , 
praclaimed in M i t c t i c p  ;of C o ~ ~ ~ ~ ~ u n i s f  China in 1958 and putting 
thl: main s t ~ d s s  of 'agriculture, a lee6 runbitious Five-Yem F l m  
covering tho ycnrs 1961J1965 was atiopted in ~ l y  1962. I,ccording 
to  th i s  p l m ,  not rnatcrhl product ie to incrcnsr; by an annual 
nvcrage of' go%, industrial prduction by 1% .md cqriculturd 
production by 8.35. Bulgrrlc hns 80 f*m bean thc only satell ite 
comtry t o  establish a.Tvienty-Yum Plm far thc period 1S61/1980 
after -the Sovi.et -pattern. Aocording t~ .this, thc following . 
incrt,nscs are f o ~ o & a s t  r net material product 5o'OC$&, industrial 
production 7OW cmd ~ ~ e ; r i c u l t u r ~ l  proCuction 2005; chcmicnl 
production is  ' t o  incrcnse 27-Fold, machine industry 17-f o16: rnd 
cJllstruction 12-fold. 

* - .-;, 
N e t  m a t e r i ~ l  ~roc~.uct . u :; 

3 The BuLgarian C e n t r a l  Stn'tistical Depcxtment issucd a 
s t f i tummt on 26th Jmumy, 1963 claiming that thc. Bulpr ian  
economy had continued -to grow in 1962 n t  QII ncce1c;ratccl paced 
Thc few f igurc;s off id' inl ly  relcarsd do not,  however, fully 
sup1 ort this optimistic nppraisal. Tho@ thc statement 6d~rns  t o  
bc cdrrcct 3s  fcr 'a& Lxhstr,ial production is cwcerncd, the 
r u s u l t a  in ngriculturc, still a decisive f r c t o r  in Bulg7rim 
Cconorny, and NI induBtrin1 construction givc rise to doubts. !.t 
a rough estimate, not m ~ t e r i ~ l  product mny hava risen by 6% in 
1962 as ngciinst r. tnrgct of 14%. with results in 1961 of 2.9". an3 
in 1962 of G, there i s  l i t t l e  likelihood that th~; Five-Ycrr PILm 
tnrgct oT un c?munl incrcnse of 9.9% can bu achitved. 



4. The claimed increase in inaustrfal production of 11.15 
as larger thm had been plnnnd (9,s). Heavy industry continued 
o develop a t  a more r ~ p i d  pace thnn overr l l  industrial production; 

rnctal lurgy increased 35.3, non-ferrous metsllurgy l8$ 
machine building 23%. Construction exceeded plans, while 

e lec t r ic  md thcrmal power f n i l e d  to  meet t h e i r  targets. 

5 .   he p 6 3  plon forecasts a fwther rise of 10$ 'in gross ' 

dus t r i a l  production, This soem t o  be a rcasonab lo  target ,  but 
short or' the average mrnual rate of Increase of 18 

wecessary t o  roach thc 1965 gaol of "not less than 70%". ~ l s  is 
mhown In the annexed tnblc,  the annu111 increases s o  far achieved 
&r plennad have never r~nched th i s  lovel. 

W w 6 .  Mversc wonther was blamed f o r  agricultural fa i lure6 in 
0th crop and livestock production. Oross agricultural production 

but 2.3% O V C ~  1961 - which wns a part icularly poor yew - 
omparoil with a planned growth of 12.w. Higher yislda were 

f o r  wheat, maize, sunflower seed, orim t n l  tobacco, 
k p p l e s  and grapes, while yields of beans, potatoes and some f r u i t  
s e r e  lower then III 1961. ~ i v c s t o c k  production was reported- t o  be 
u-9 8$ Zowcr, ' t h q  in. 1961, mainly because o r  fodder shortages. 4. 

7. &.' incentive t o  collective f srmcrs, and t o  cvercorno 
acute food cr ises ,  the Bulgerim (tovernmat, on 

0th J u l y ,  1962, f o l l o w  the Soviet example by increasing food 
,~r icep 'as  f o l l w s :  meat by 23.?$, meat products by 25*4%# poultry 
&y 27 .8 ,  dniry produce by 31.896 and egg8 by 1l.s. Potatoes, 
ppnione, bcms nnd rice were rationed, Reforms providing f o r  
s e t t e r  managemmt price recluctians for industrial goods used in 
m r i c u l t u r c ,  better co-ordinat ion and higher wages were mmunced 
Qimultanucusly. Bu1g~lrI.a a l so  became the first country w i t h i n  
&ha Soviet bloc t o  ~ r m t  minimum wagas t o  collective farmers. 
U 
fa 
H 8. The 1963 plan c a l l s  fo r  an increase in gross agricultural 
k o d u c t t o n  of 17.1$, with grain reduction incrcosing by 1796, 
VTodder grain 40$ a m  augm beet e($. The number of c a t t l c  is t o  

9.496, pigs 15.5% md poultry w. The outlook f o r  meeting 
plans for either 1963 or the Five-Yenr Plan appears 

lcak. *Bulgaria has made no progmss during the past two years 
m c ~ t l n  the average m u n l  increase o f  8.H called for 

under the 196 3 1965 plnn in  gross agriculturcl production. The 
R e s u l t s  s o  fur achieved must disamoint the l e ~ d c r s  of  a country 
What wns once proud of being thc f lrst after the S o v i e t  Union t o  
Bave ochikvcd full collectivisntion. 
z 
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I n v ~ s  tment 

9. Bulgaria i s  the sp tc l l i t e  country with the hiehost r q t o  
of invus tncn t  as com@ared t o  n e t  material product (close t o  30%). 
Vkcrcns most other countries uf the group make concessionr; from 
t i m e  to time t o  s t i m u l a t e  l i g h t  i ndus t ry  and the production of 
cmsumer ~ o o d s ,  Bulgar ia  has always followed tho lthnrdH line of 
mnintcining abso lu te  priority f o r  heavy inclustry. The plan 
praviding f o r  an increase in statc capit'a investment for 1962 of 
11% ovcr 1961 was ful f i l led  only t o  the ex ten t  of 91.4%. With a 
t ~ r g o t  of 891.6 million l eva  this would moan a sum of 816 mi l l i on  
l c v n  or an incrcnse  ovcr 1961 of 7.5%. A new f e a t u r e  o f  thc 1962 
investmmt progrcmne was t h o  concentr?t i : -n @n e few irnportvlt 
gj ant  unrlertzkings, o f  which the Kremikovtsi combine, wi th  
rt:jervQs of 250 million tons of i r o n  o r e  nnd rn eventual  steel 
c a p x i t y  of 3 m i l l i o n  tons ,  is the most importcnt. 

10. For  1963, a modest 5% r ise  in s t a t e  c npitol investment 
is f'urcseen, The major share w i l l  cont inue t o  be d l o c a t e d  tc: 
hezvg industry.  Almost 85:'; of i n v e s t ~ e n t s  in herlvy industry will 
be f o r  thc power, m e t ~ l l u r g i c a l ,  chemical Rnd engineer ing branches. 
However, the 1963 p1p.n provides f o r  a drop i n  t h e  percentage of  
tc tc l l  investments crrmcrkcd f o r  industry from 70$ i n  1962 t o  60% 
i n  1963. On thc o t h e r  k<md, investmtnt in a g r i c u l t u r e  i s  t o  r ise 
15%: from 756 of the t o t z l  investments in 1962 t o  127; in 1563. 

11. Bulgnr im  forcign trade has cbntlnu~d t o  cxpmd i n  1962, 
I cctding, hovrcver), to an wiYwcurablc b a l ~ n c e ,  According t o  thc 
s tn tcmcnt ,  thr; plan f o r  exports was implemented by 102.45 =ind 
t h o  plLm f o r  int2orts by 106.7$. As the 1962 plan callcd for m 
i n c r ~ a s e  cf 15$, t h e  nctual  i n c r m s c  C L ~  be ca l cu l a t ed  t o  hnvc 
bccn 18$, b r i n ~ i n g  f o r e i g n  trade turnowr t o  apgroximntcly 1-67 
million leva. The share of S o v i e t  bloc countries in Bulgnr ia ' s  
f c r c i g n  trnde i s  zbout t357&, w i t h  thc Soviet  Union ~ P o n c  tlccountinp 
for ,?bout 455. P s i c u l  turn1 prirnnry products  ( c o n s i s t h a  n l iqcs t  

c n t i r c l y  cf grcpcs and tabacco) s t i l l  td i~  t h c  l~rgcst s h w c  o f  
B u l g c r i m  expor t s ,  mrdcing up approximately 2% of t h ~  t o t a l  
vr?lue. The most cljrrrwic expor t  s e c t o r  i s, however, machines nnd 
cquipmcnt, which from n sha re  of cnly 2+5$ in 1955, rc~chcd 
21:; i n  196- znd, acc~rCing t o  the Fivc-Yew P l ~ n  t a r c c t ,  %-ill 
reach ST,-' ' 9 6 5 .  The f o r c i m  tra& incrcrzsc t w g c t  f o r  1 % ~  i s  
805 0vt.r .. -900 r e s u l t s .  'iiith the present pzcc ccntinucd, t h i s  
t ,wget, L Y L L ~ C ~  wmld r e q u i r e  an n n n u ~ l  avercage incrccsc  af 1 2  e5\L, 
s ~ t n s  to be wi th in  r tnch .  

Conc l u s  i c~ns 

L2. In s p i t e  of good r e s u l t s  i n  c c r t ~ i n  branches, p r o s p ~ c t s  
Jc, n c t  secm td'b'i: t30 b r i g h t  fbr the Bulg?xinn ecijn3my. The 

cntirc: systc~n secins t~ have been ovc r s t rn l i~cd  by ninbit ious 
yldqnning and cxpcriments,  thus m~.king inl ' lctionary t cndmc ies in 



x s i b l c .  Consi~!cring that the n est currency reform was t T ly carried out on 1st January, 1962 1 I it seems unlikcky t h a t  
SSfic Bulgnr inn  plcnncra could resort again t o  c devaluation of  t h o  
d c v n  tc ov~rcome these difficulties. 
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VII . N;BNW 

Populnticm: 1,7 million 
lircn: 28,748 s q 0 ~ .  

Pamg thc ~ur0p&dif'@&l%3tlitt~ j FJbmin is not only the 
smal,lest, but also the p00r6st in naturc.1 rusourccs and the most 
bnckwnrd economically and cultttrally. Its popul~tion incruzs~s  a t  
the very hieh rrrto of 3.WA. In 1945, the only "raw mater ia ls"  for  
the plmpers wcro land md hbour; them were no rl~tilwnys, very 
fcw mcl poor roaLq-6,, and no electricity,  E w n  now, after f i f t w n  
ycrra of' industridliaation, Albania remains n vcry undcrdovel~pccl 
country with ncnrly 7% of i t a  inhabitants living in rural a r ~ o s  
md npproximataly 4433 of net mntcrial product being ckrived from 
ngriculturel production. 

2 ,  iqmrt from being a source of several raw mntcri n l s ,  
which in tht post-war ysnrs were in short supply within the 
Soviut bloc, ns  f o r  instence bitumen and chromc o m ,  the main ' 

importclnce of  Albmin  to  the Soviet Union was thet of r\ m i l i t p r y  
and naval bcse on the Ldriatic Sea, Large sums were i n w s t c d  3y  - 
tau Soviets in Albanian rocds, the cstablishmcmt af a net-wrk of 
a i r f  iulds f o r  jet f ightcrs and light bombcrcs, thr; ovcrhaul of  tht; 
V n l o m  n w a l  bnse, the construction of bomb-proof submnrino 
shcl tcre , the bui2cling of kxtensivo undergrouncl o i l  storage 
f,n.cilitics a 9  the lcying of plpc;lines 1-k- the o i l  refinery 
n t  Ccrrik, t b c  ail f"i~lr2s uf Patos, mid thc port of Vnlona. 

3 Thc Albmfm leaders c n & ~ r l y  imitntor? the Smiet 
intlus tr in1 prsgrxmo, putt 9 the strcas on h,nvy industry .with 
little rognrd to the country s nsturnl raamrc3c.s and pussibilities. 
T h i s  Led t o  h crjnsistent Inck of bzlsmce in t h c  Nbmim econony 
fad  the country's nccZ for n stecdy stram of fnrcign subsi3ien.  
Tho mnbitious first Pivci-Yolr P1.m (1951/1955) h?.f' t f i~rcforc  t~ 
b~ d r n s t i c r - l l y  curt5),il€?i! in 1953, and Savict  ndviscrs S?W t c  it 
that thc second plan ref 1ectc.d more caut i ,us L,vtstincnt pol  ic3cS. 
Thc current thircl F i v e - Y e ~ z  Plm 1961-1965 cnvis~gccl , in cont rae t  
t . 3  it8 prcdcccsscrs, r. f'?ster g r ~ w t h  of cross q p i c u l t u r r l  ~ t u t g u t  
t+hm of inCustrin1 producti~n, ~ r o v i d i r q  for rm o v c r r l l  increase 
in n ~ t  mctorirl -,roc?uct of 56% ( m w l  r".vercE;i: 9.35), i n  
Industry i l f  52% trmunl rvercee 8.7$), and in ngricultun; of 7c. 
( 7 ~ ~ 2 1  3VC;PCEC 11.55)- l.8 the P ~ M  PlnS b ~ 6 t . d  On Soviet b l o c  
credit totcllin& 800 m i l l i a n  o l d  rublds, thc p c l i t i c ? l  rind 
oconcmic: rift aith thc.sovict Union in 1961 ~bligcif  thc IJbn.rlim 
plmncrs to ruviee their t.irgats. Net matts-in1 pr x . u c t  in 1962 
rrzs r ~ p x - t e d  to have been 85 ovur t h 6 1 9 7  



F 
4. The complctc rupture of comcmial re ln t ions  w i t h  the 

a v i ~ t  Union, the f r d ~ z i n g  of c r e d i t s  and the r c c a l l  of 
m t i c n l l y  n l l  S o v i ~ t  anC Znstern Europum spcbal i s ts  from 
bqnin pu t  n hcrvy s t rnin  on L l b m i m h O u s t r y  i n  1961 nnd 1962. 
m t h ~  v~ ry fcw C a t 3  ovz~il-ble,  it nppsms, howcvcr, t h n t  thmks 
500 Chinc.8~ t c c h n i c i m s ,  Chincsc dcl ivcr ioa  cz*Irl c ~ c C i t 8  i n  

rc ign  currcncy, lJbmian industry awcrwd& in avl;rcoming these 
ff 1cultic.s. 

5.  In  1962, Froso i n d u a t r i ~ l  production walie r ~ p j r t e d l y  
100.7$& - 6.45 incrensc over 1961, but f~ Prom the 
r.vo, ~ a e  tif 16.75 claimed p ~ i ~ r  t o  the brrrk with thr. 

Unian. Tqrgets were m i d  t o  have been overi 'u l f l l led i n  
o production of crude oil chrome, nickel and coppcr (m:mg 
baniq's pr inc ipa l  ~xpnrts m d  in coal and e l e c t r i c  power. In  

the mlrchine inWs ry m s  praised for I t s  " v u ~ ~  g o . 3  

i n J u s t r i a l  sector, 

E 
ir! producing mrt~h ih~ry ,  equipment and spwe p m t s  f',r t h ~  

W 
6. Thc $963 p l e n f o r g r o s a  industrial reduction, invest- 

n t s  m e  vclumc of csnstruction envisages 3 
!@6 

& incmaso over 
2; c m s t r c c t i o n  i s  t o  begin on various Chinese-suppmtod 

@o3ects, including ti cogper raflning and processing g lzn t ,  a 
g&osphntc. fnctory,  3 brick ti?ml t i l e  fac tory ,  three paper mills ^ad 
$ . ) c o t t m  f ~ b r i c s  combine, Albania hns not bcen able i n  the first 

yems of t h ~  third Five-Year P l m  t o  nchlovu the 8.7% average 
ucll incrccso in industrial prductian nePded f o r  t h e  achieve- 
t of the 1965 t a r g e t s ,  In v i m  of pas t  performance, ns w e l l  
t h e  fnqt that the 1963 i n d u s t r i n l  growth target is even further 

low t h i a  f iguro ,  it seems unlikely that the lcng-term plLm f ~r 
dustry w i l l  be r ~ a l i s e d .  

0 

7. Daspltc nclmittcZly advcrae weather which dYr;cted H 
~ g p c u l  turc, thc .Ub~.nim Government clnimed a lOgd  incr~ase i n  

oC.uctim over 1961. Mcjor i n c r ~ n s e s  were reported in the 
dduction of tljbrtcco, g m i n ,  vegetables,  meet milk, w i t h  
crcnses i n  dclivcrios from s t n t e  a g r i c u l t u r a l  en te rp r i ses  of 
.5$% f o r  mcnt m c ?  18.35 for milk, The nrk of t r a c t o r s  is 
portcC t o  hnvc lscm 21.57, larger in 19 2 than in thc p r w i o ~  
a r e  

g 

8. In  1963, n , r r icul tural  production is t o  increase 22% - 
th procluction of tobocco, cotton, grr?in and bcms t o  m g e  from 
7 t o  46% hi,ghLr thLm in 1962, thue newly cloubl&ng the  nvcrngc 
crease t o r g ~ t  of thc Fivc-Ye~it. Plnn of 11.5$, Pcr 
1lovixi.g production tarzeta b v c  b c a  set: cattle 0 .  
ecp 2.2 millicn, ~ m t s  1.5 mi l l ion  nnrl poultry 3.3 mil l ion-  



9. Tho share of Snviet  b loc  cvuntries i n  iJbLmim f I rcign 
trmk b c f ~ r c  thc  rift  in 1961 had always b e ~ n  close t o  1%. with 
thd S ~ v i o t  Union nccounting for 5% 2.M mom. A ~ r n t ~ y e ; ~ y u a l  
d e f i c i t  in  thc trace bzilnnce cf up t~ 2.5 b i l l i ~ n  Lck 1 
rA,lb,win nore and more rlcpcndent on her bloc p a r t n ~ r s .  I n  1'361, 
~;ud('only a l l  low-term orodLto .nni\,.all Soviet dolfvories wcre 
ctc tyy~d ,md repnyawlt 3f f ormur credits urged. Communist Chinn,  
which hithcrt;, hail plwed a minor r o l e  i n  .?lbmlm fore i r jn  trqde 
with an nvorag~ share of 2$ in t h ~  ycws 1957-1959, w m t  up tc 
2875 i n  1961, md 5% i n  1962, a l r r g w  shrre tharl h?d c v ~ r  bcon 
nccounted f o r  by tho S o v i e t  Union. Furthe~rnurc, thr: C h i n e m  
fclrcim currency credits enabled Albania t o  buy more from t h e  
tiJc;st, whose share went up from less then t o  9.7% in  1962, Itnly 
being the main s u p p l i ~ P ,  The E-uropcan s c t c l l l t e s  wha hnd never 
severed their tr&e rel?tions, have renewed Lhbir  trade ogrce- 
munts w i t h  tabmia in 1962, and Czechmlovzkia is again in second 
plnc2 w i t h  a shme of  17.4% (1561: 15%) of the t o t a l .  

10. No statistice ace avnilable on the volumc of f :~roign 
trnde in 1962, Hawcvor, tha Qowrnment rbportcd t h n t  foreign 
t x d s  shou~d h f'urthw wnnrked development" (foreign trede turn- 
uvcr n c t u ~ l l y  dccrorrscd in  1961) ?ad t ha t ,  w i t h  the exception of 
n f t w  n r t i c l ~ s ,  all GOO& d ~ s t i n e d  fa& c x p r t  h7.C bcm exported. 
~n 1963. cxpcrts are tr; risc 26,4$, w i t h  imports t o  rcmnin r t  t h ~  
1962 level .  However, m G r e  machinery ,and equipmmt arc tc be 
imported t h m  in  1962, 

11. Thou* Chincsc aid sh3uld prove cGequ:-.tc t o  snvc tho 
Nbmim economy from collapse, ur wen  stogn: t ion ,  Chino c m o t ,  
r jwing t o  her ovm industrial wcnkness, ensurc del ivery of -111 t h c  
industri~l equipment me spwc parts ruquiref! f o r  thc fulfi lment 
of Albania's 1961-1965 pim, Furth~rmora, thc  inconvcnic~cc t o  
Klbmia of conducting three-f if ths of her trrrclc with 3 cr,u.try 
on the other sic?t' of the e,wth must be ccnsic?crr?'ulc, Mcv~r thdcsg  
i d u ~ l o ~ i c ~ . l  r x s 3 n s  make i t  r ~ t h e r  unlikely th?t f d b m i n ' s  t r d c  
wit11 Western c o u n t r i ~ s  v i . l l  3~ hcr r=zseC  tc. . much grcnter cxtt.nt, 
at least  i f  onc is t o  bclicve off i c i n l  statcrnxlts. 
Pr~rnicr  Mchmct Sllchu is reported t o  n:.ve said in July  1962 t h ~ t  
LlLmnims would "cat cr-ss md epxth if nucr;ssr?ry r n t h c r  them 
?ck f o r  crerll ts  an9 c i C  from Inper in l i s t s - ; ,  

12. Cmsirlering thc t  thc Hcxha r&ginc. is np, -.rcntljr i n  
firm control  of thc country, Albonin will p c b ~ b l y  tt q b l i  t o  
ket2p the stcndmd :?f l iv !nc  of thc popu l~ t ion  7.t i t s  cxtrumcly 
l a w  lcvcl ,  m d  t o  c . v r y  on with hcr economic develupmcnt  
pro&r,?:nnc, thou& at n r ~ d u c e e  pace m d  with rcviscd clutrut 
tnrgcts,  



DECLASSIFIED - PUBLIC DISCLOSURE 1 DECLASSIFIE - MISE EN LECTURE PUBLIQUE 

NATO CORFIDEYl!IAL - 
k r , m  

. . to, 
A~/1?7-~/128 ( ~ e v i  sod) 

TABLE 1: MET MATERIAL - -- PRODUCT 
Rzte of increase in $ over previous year [ $ shares of industry and qgriculture in 
net material product 1962 I 

Germany SZO 
Czechoslovakis 

Poland 
Roumania 

Hungary , 
Bulgaria 
Albanf a 

I Planned 

I 
annual 
average 
to 1965 

1959 1 1960 
actual 1 actual 

1961 
ao tual 

4.1 
7.0 
8.0 
10.0 
6.0 

2.9 
10.0 

--*e 

actual 

(1) Estimates by the Economic Commission f o r  Europe, Geneva 
( 2 )  Estimates by t he  International Secretariat 

( 3 )  Other sources give 4 . 5 %  

( 1 )  11 1 10.7% 

$ shares ( 2 )  

indus- 
try- 

69 
6 3  
51 
46 I 32 
5 5  26 

45  32 
40 1 40 

I 

NATO CONFIDENTIAL -- 



"!AT0 rO1~l%IDENTIAL 
r -2- 
Z / r 3 / 1 : d ~ e v l  sed) 

TABLE 2: GROSS INDUSTRIAL PRODUCTION 
(Rate of increase in $ of previous y e a r )  

Germany SZO 

Czcchoslovakia 

Poland 

Ro~un~mia 

Hungary 

Bulgcria 

Albania 

(1) 75 i n  the new Seven Year Plan 1964/70.- 

7 

Planned 
annual 
average 
t o  1965 

9.4(11 

9 . 3  (2) 
8.7 

1 3 . 0  
8 . 3  
12.0 

8.7 

i;::o ro 1961 I 1962 1963 

w ( 2 )  8 t o  lO$ i n  the new Seven Year Plan 1964/70. 
W A ( 3 )  9.4s in the unrevised plan 
H 

( 4 )  9.5s in the unreviaed plan 

2 

p l a n  actual actual 

NATO CONPIDENTIAL 

actual ac tunl 

8.2  1 6.2 

plan 

6.1 1 5 . 8  ") 6 .4  



NATO CPNF1DE:I'PI'II"A 
r a f m  t 9 
L 

a i mf-'64 ;?a (W t 
2 

T,̂ ;BLTi: 3 : GR 0% i'LG3ICULTlWiL PRODUCT1 ON - 
(Rate of increase in $ of previous yenr) 

Hungary 
Bulgaria 

Albania 

(1) Bclow 1961 level 

- -  ---- 
1955 - 
1959 1960 1961 1962 1963 

a ~ c t u a l  actual actual actual plan plrin 

 a ate of increase in $ of previous year) 

1.955 - 
1959 
actual 

(1) 7.k-5. in the m w  Sever! Year Plan 2964/70 



Tt;LiLE 5 :  IIUVES~ENT 

(f ixed s ta te  capital  investment) 

( ra te  of increase in $ of previcrus year) 

-- 

Germany SZO 
Czechoslwakia 

1955 - 
1959 1960 
actual actual 

- 
1961 
actual 

(1) Estimate by the International Secretariat 

(2) 7.5% In the n e w  Seven Year Plan 1964/70 

1963 
p lan  

9.0 
-6.0 

8 . 3  
12.0 

14.0 

15.0 (1) 

6.0 
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r2tc of increase i n  percentage of  previous year [ ]  pcrcentagc shares of' Sino-Soviet b l o c  and of Western oountries 

Czcch&lovakia 

Poland 

Roumanin 

Hungary 

Bulgaria 

Albania 

1955- 
1959 
actual 

I gG0 
actual 

I 961 
actual 

- - -  

actual -- 
6.0 

4.7 

I 0.6 

9.0 

9.6 

18.0 

Soviet  ! VJest 
B l o c  I 

(.1 ) E s t i m l t c s  by the Internctional Sccrc t a r i a t  except i'or Czechoslovnkia, Polcmd a d  Hungary, 
whcrc o f ' f i c i a l  f igurec sre given. 
Of t h i s ,  Cocrmmist Chins aloni ziccourits f o r  59C \ {  The I i p x Y s  of tnis t t . b l ~  m e  bps& or. officinl ~ o i i ~ i m i s t  sourccs  -nd the-ef'ore inrludc 
t r ~ d c :  h~ : ' ~ 2 i ' ?  t h 3  Eovitt Torx  of llccupatio!:. m d  L_hz Fedcrsl 3cuublic of Qermny wnich is 



actual populaf ion 1962 
e~tirnated gopula-Lion 1565 
natural increase index 
d i s t r i b u t i o n  (urban and r u r s l )  in : 

o i f l c ia l  rate for  c m e r c i a l  trannactions 
touriet rate 

I 100 E a ~ t  (~erman) Marke 
100 Czech. Crowns 
100 ?oli~h Z3qty 

& 100 Roumanian Lei 
100 iIungarian 20rint  
100 Bulgarian Lev 
100 Albanian Lek; L . r r - -  

1 
Scurcaa: Izveetiet  2.3.63; Financial Times, 5.3.63. 

. . 
( 1 )  According to n R ~ u t e r  r epo r t  from ,iorsnm of 2 .h.<.!, t ' . r  

zloty has  be n devzlurd wainst the roublc  by 2'- a c  of 
1 . 4 . 6 3 ,  main 't aining the t o u r i s t  ndd comlcrcial  r-.t,e o f  
exchongc of V'estern currerxiee  a t  t:;e f o r w r  It vcl. 

(2) Tourist ~ n d  official rpte arc i d c r ) t i c n l  : c ~  t h e  
Bulgcrian ,Lev, 

.; 
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NATO CONFIDENTIAL 
aNEx t o  
k ~ / l 2 7 - f j / l 2 8 ( ~ e v i s e d )  

TABLE 9, Contd 

I !unit / Gernsny ! Czech. I poland I Roumnnia 

I aolled Steel a ' n. - 2.5(6) 5.7 1 1.67(, & *  rt\ i [b{ ! tons 3.5 I 6.0 2.0 

Hungary Eulgaria  I Albania ' Total 

( 1 )  Estimates by t h e  I n t e r n a t i o n a l  Secretariat according t o  1960 o r  1961 re~ults, 
increaoe and/or f u l f  i l n e n t  figurea 

Of this, 109.6 at, hard coal. 
Of this, 3pi~rosLataly 30$ hard cmL 
In add i t i nn :  822,OGb t t n a  etee: tubes 
B r w n  c o c l  only (here o m 1  equivslent; 74.0 nt. ) 
O f  which 300,000 tons s t e e l  tubes 

NATO c O W F I D E N T I ~ ~ L  






