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The Bub~Commitiece on Soviet Economic Policy has
p:‘cparod the attached report on the basis of official documcnts
on t:c Tulfilment of tiic 1965 ceonomic plans, the cconomie plans
for 1961;, ti:e pre-publication text of the CONOLIC SURVLY OF
SUN0Z5 IN 1963 of the iCE, Gencva, and on additional inforuation
obtained Trom delegations.

26 The Sub-Committee has decided t» subnit this document
to the Committeec of Economic .dvisers. It will be complemented
by resorts on the Boviet Unlon and on Continental China which
are at present being discussed in the Sub~Committee.

(S8igned) A. VINCINT

OTAlI/MATO,
Haris, Vlie.
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gcperal performanece

l. Acoording to the official plan fulfilment reports, the
slackening of the pace of economic expansion in the Eaetern
European satcllites of the Soviet Union continued in 1963(1),
High rates of increase i.° nct material duct of &% to were
claimed only by the agrarian countries, Engarla and Rumenia(2);
the agricultural-indostrial countries, Hungary and Poland, secm
to have settled down at increase rates around 5., whereas the
highly-industrialised Soviet Zone of QOccupation of Germany, with
an expansion of less than ¥, compares rather unfavourably with
most of the industrialiscd Weatern countries. Czechoslovakia was
the only country of the region with a dcelining growth rat¢ in
1963, after a rise of only 1% in 1962, It 1s generally
considered that bad economic performance was the principal reason
for a reshuffling of tho Czechoslovak Governmcnt in Autumn 1963,

1 1 tio

, 2. VWherc¢as until 1962 rates of growth of gross industrial
output were usually above those planned in nearly all countries
of the region, in 1963 this tendency waa continucd only in
Rumania and Poland as far as the original plans were concerned.
Tho other countries had taken the precaution of revising their
initial targcts downwards after the harsh winter, so that they
could later boast of having fulfilled them at a little over 100K,
In Czechoslovakia's industry, where production actually decreased
in 1963, bad management, power.shortages and a lack of labour’
discipline were tlamed. Increase rates for industrial production
in all countries under revicw have steadlly fallen during recent

cars, but most markedly in 1963, as can be seen from Tablc II
see Annex).

Productivity and laboup

3. Increases in labour prodactivity were considerably
lower in 1963 than in previous years in all countries exccpt
Rumania, and the targets werc nowhere attaincd, Industrial
cmployment rose faster than planned everywheorc except in the
Soviet Zonc. Better "matcrial incentivea" arc expected to
improve the situation. Labour shortages, however, continue in
the Soviet Zone and, to a lesser degree, in Czechoslovakia, whereas
Poland and Hungary secm dotcruined to release "non-productive"
labour, even at thc cost of causing unemployment.

}

1 See Annex, Table I,
{2 Albania, ;hich is no longer a satellite of the Sovict Union,
will only be mcntioned in the tebles,
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Invesgtmont

L. The deveclopments in the: investment sector seom to have
been rather unsteady in most parts of the region; significant
growth rates were obtainped by Bulgaria, Hungary ard Rumania,
Increases 1n Poland and the Soviet Zone secm to have teen modeprate,
whercas in Czcchoslovakia investments declined sharply. Invest-
ment plans for 1964 provice for a rather sharp decrcase 1in
Bulgaria, moderate growth ratea in Poland and the Soviet Zone and
eignificant increases in Czechoslovakia, Rumania and Hungary,

Agriculture

5. The year 1965 was less diaapgointing for Eastern
European agricultural planners than 1962, when gross output had
fallen considerably in three countries and stagnated in twe. Crop
prodiuction increased, but the output of the livestock sector con-
tinned to be Adepressed by the effects on food supplies ¢f the bad
1962 harvest. In Bulgaria, the rise in global output appears to
have been negligible, The same seems to be valid for the Soviet
Zone of Occupation of Germany which has not yet recovered from the
sharp fall in 1961 following forced collectivisation. Hungary
reported increased agricultural output filgures for the flrst time
in years, and seems to have regained its 1959 level. Rumania also
eppears to have nearly recovered from the 1962 losses and, with a
fairly good harvest, was able to return a "loan" of 400,000 tons of
wheat to the Soviet Union. Rumania is the only country which has
not teen obliged, as a conseguence of the Soviet Union's failure to
meet its export obligations, to negotiate grain imports from the
West. Czechoslovakia nearly resched ita high targets for 1963 and
has made good moat of its losses of 1962, Bulgaria and Rumania
are the only countries where increase figures for the years since
1958 show rates of expansion markedly exceeding the population
growth. The originel agricultural targets for 1965 wlll not be
attained in any country of the region, in spite of considerable
investuents Iin this sector,

Foreign trade and tourism

6. In foreign trade and tourism there were interesting
developnents in 1963, especianlly in the dircetion of contacts with
the West., Hungary, the Soviet Occupied Zone of Gurmany and even
Bulgaria sccm to be eager to develop their trade relationc with
"non-Socialist countries"”, in the care of the Soviet Zone malnuly,
it seoms, for politicel reasons. Total foreign trade turncver
of the satellites increased by 8% as in 1952, Czechoslovakia has
atarted a vigorous campaign to attract tourlsts, In the case of
Hungary, tourist traffic scems to have developed both ways, with
ovcr halfl a million Hungarian visitors abroad. Rumenia, Bulgiria
and Poland also scem to have discovered toarlsm to be a valuable
source of hard currency. Poland, Czechoslovakia and Hungary arc
8aid to bc preparing a common publicity campalgn to attract
tourists from the 'Yest,
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Living ctandards

7. With the exception of Hungary (and possibly Rumania),
rcal income rose 1little if at all in the countries under review,
The consumer goods nmarkcet presented the familiar picture of
overnll increascs in supplies combincd with relative searcities
of some products (mcat and some dalry productas) and surpluses of
others (fruit, vegetubles, sugar). Popular discontent secma to
be growing in Czechoslovakiea and other countries, and even the
more rigld régimes in Bulgariam and Rumania now appear to be
prepared to poy some attention to consumer needa.

coO o

8., As a result of the unsatisfactory development of their
cconomies, the more industrialised countrics of the region
enbarked upon a reorganization of all branches of thelir economies
and a redical rethinking of their economic ‘theory. Hungary and
the Soviet Zone of Occupation of Germany are the first countries
of the rogion ready to incorporate some kind of market mechanism
in their central planning systems, while the agrarian countries,
Rumania and Bulgsaria, remain the only satellites where more or
less Staliniast methocs of- plamning and management still peem to
yield good results. T .

-
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B: OUNTRY ANALYSIS

I. SOVIJT ZONE OF OCCUPATION CF GERHANY(1)

Population: 17,1 million
Area: 107,834 sq.xn.

General performance

1, The most iIndustrialised Communist country and predominant
trading partner of the Soviet Union, the Soviet Occupied Zone of
Germany reports an incrcase in 1963 het material product of 3%,
the lowest achieved 30 fLr and well be t original target of
5.55, The economlc plan for 1964 provides for a more realistic
increese of only 3.8 over 1963, to reach a total sum of -

Boat Marks 82,7 billion{?2).

;nduatgx

2. According to the official plan fulfilment report, gross
&ndustgial pﬁg&%gzign in 1963 reached EM. 83.3 blllion(3), an
nerease o . agalnst an eriginal targeot »f &,04L%, However, as
this target was reduced considerably after the severe winter in
1962/63, thc planners can now claim a 1008 fulfllmcnt.

3. The electrical and chemical industries expanded most
rapidly, the latter by . within this branch, the production
of plostics increased fastcest, Nitrogen and phosphorous
fertilisers d4id not reach their targets. The production of
potassium products, for which the Soviet Zonec is thc world's
largest exporter, reached 1.7 million tons (+4.6k). Other output
figures not contained in Taeble VII of the Anncx included: steel
alloys 14,213 tons (+23%.), diesel fucl 1,7 million tcns (+12.8,.)
and lignite 254 million tons (+3%). The construction plan was
only .97 fulfilled,

L. Although nelthor the rate nor the pattern of industrial
expansion achieved is satisfactory, the plammed concentration on
priority branchea within the metal-using and chemlcal industrics
has apparently made some progrese, and the reorientation of
production towarda more promising export industries seems to be
procceding,

(1) The usc of the word “country” in connection with the Soviet
Zono of Occupation of Germany does not imply that 1t is belng
conslidercd as an Independent state llke the other Eastern
European countries under peview.

(2) 100 East Marks (EM) = official rate: g45,0, tourist rate:
£23.8. When making comparisons witl estern cocatrles, it
should be borne in mind that the carrencles of the countries
under review are heavily over-valued at the official rate of
exchange.

(3) That this figure is larger thon that for nct material product
is explaincd by the fact that beiug a grous agdgregate 14
contains a large elenenc of doubie counting.

NATO CONFIDENTIAL ~ 8~
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5. In 12%%, industrial production is plammed to inecre:
by 5.7 to ) +1 blllion, Above-aver epgrowth rates hq3§°
been flanned for metallurgleal products (&), electrical equip-
ment (7.88), engineering (7.7%) and chemical products (7.5%)
Oil-processing is to increase by LO.3% as a result of the

putting into operation of the Schwedt chemical works, the terminal
of the COMECON pipeline, the Polish part of which was completed in
November 1963.

6. With a declirning labour force such as that of the Soviet
Zonc, an increase in output can only be obtalned by means of a
more than proportional increase in ctivity(l). The 1963
increasc in productivity (615%) fell short of the planned 7.2%.
The 1964 plan provides for another increase of 6,%. The
introduction of a forty-hour week which, according to the original
Seven-year Flan, was to be gradually introduced by 1965, seems to
have been abandoned, and increases in compensating for the
reductions imposed after the erection o? %ﬁc Berlin wall do not
secen to be envisaged for some time to come.

Jnvestoent S :
7« The amount of te ‘a tA v i\ in 1963 represcnted
19.8% of thc net mteria;!i?tny-r#or;ucl%. ﬁ mums giuvgon as EM, 16,4 billion,

a8 claimed increase of 2,55 which wag far below the original 9%
target that had been adopted on Soviet insistcnce. The 1964 .plan
provides for a 3.7% increase over the reviscd targets for
1963 (5.4%), 1.e. an increase oyer the actual 1963 rcoults of
6.6 witieh the régime will have some difficulty in obtaining.
Building is to reccive EM. 7.1 billion, i.c. a sharc of close to
LO%se  Vilth tho little thet is known about the 1964 investment
programme, it would seem thrt its special feature 1s the tranfer of
fw:ds from heavy industry to chomicals. slthouzh the targets
for the original Seven-year Plan 1959/65 have becn abandoned, the
investment plan for the chemieal industry has only been reduced
from EM, 12 billion to EM. 11 billion for tiig vholc perilod. The
invoestment pattern will change after the iatroduction of the
lanned self-finaneing of the new “Socialist trusts®, or VVBs
sce laat paragraph),.

AATiculture

8. Agricultural performance in 1963 seems to have remained
nt about the same low lovel os in 4962, judzing from the little
that has boen announced so far: & "“general incrcase’ in livestock
and the fulfilment of the (undisclosed) plan or grain, vegetables
and potatoes, an incresse in milk production ol 6.3%, of fatstock
by 6% end of cgge by 7.7%. Plan fizures for 1964 arc again not
availablo,. Mcchanisation is to be pushed forward, with

M. 2.4 billion to be spent on investments and ti:rcc-quarters of
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(1) Scc paragraph 7, pacc 10, of AC/127-D/12B8(Rcvised)
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the groin harvest to be colleetcd by “combines™,
be introduced for all crops for the 1954 harvest, implying for
some products incrcases of 30r cver 1962, Another “materinl
incentive™ is m new system introduced con 1st January, 1944,
according to which premia are boing paid for all livestoek
producte in execss of the 1953 level,

Few prices will

Dorcign trade

9. In 1963, exports are sald to have increased by 13.50(1).
as planned, to reach £2.67 billlon., The figurc given for 1963
imports of £2.29 billion _showa .n 3.65 deeline, which has been-
partly attributed to «ifficalties of the Soviet Zone's Communist
trade partnurs in fulfilling thelr agreements, but which resaelted

in a trade surplus of 384 million. 1In 1964, exports are planned
to increase by 8.8, and imports by 7.7%,

10. Exports to the Soviet Eloc countrica rose somewhat
fastoer than the total and e Sovice nion will continue to be the
principal trading partner. Early in 1984, the two countries
agroed on a vepry close co-ordination of their development programmes
for the chemienl industry - by 1970 the Sovict Zone will deliver to
the USSR about 200 installations for chemical enterprises, and the
Sovict Union in return will help in cstablishing an cil-refining
industry. Repayments of Soviet credits at a rate of 180 million
a year arc to start in 1964.

11, Some changc in the regional distribution of foreign trade
pocms probatle., A marked increase in East German trade with '"non-
%aclgi}st“ gountpries in Europe(2) can be cxpccted for 136L.
according to the agruvements for 1964, trade with Denmark is to rise
by 297, with Italy by 225 and with Great Britain by 21%., Trade
with Yugoslavia is to rise 308, Tradec exchanges with developing
countrics do not seem to be expanding to a grcat extent, with the

exception of those with India and Cuba, wherc increases of 35% and
205 pespectively rre being cnviesged,

Ihe budgct
l2. The %?Qget for 1964 provides for a revenuc of

CM, 56,881 mi11¥on (L.5 over the 1963 results), cxpcnditures of
EX. 56,806 million und a surplus of EM,., 75 million. Thc report

ilg Exports in intcrzonal trnde increased 2.6% only. '
2) This polite cxpression was used in an offieianl statecment of
14th November, 1963, announcing the ncw policy. The
government news ageney ADW ndded on 20th February, 1564,
that it should be followed by the establishment of offleial
tradc missions in London, Paris, Rome nnd other Europenn
capitals, anéd that Great Britain, Prance and Italy should
sct up tradc missions in the "GDR capital”.

NyTO CONFIDIINTT) ~10-
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states that defence cxpenditu were left "unchanged" at o

EM, 2,764 miTITon, 1.c. about Ei of the total budget., But it 1s
believed to cansist mainly of expenditure on personnel, and thas

to be espccinlly misleading.

v ras

13. Though %%gige_gﬁgﬁgg;gg in the Soviet Oceupied Zone of
Germany will continue to . anong the highest in the Soviet
orbit, prospects for an increase continue to be dim. A rise of
poersonal congumption of about 1% was offsct by a slight growth in
the cost of living. Also in 1964 the real wage bill can hardly
be expected to inorease ‘see also paragraph 6 above),

Lgononic reforms

i, In July 1963, the introduction of a new system of
gconomic planning and management was annocunced, T¥ Ts eaid to
bc bnsed on eighty newly-constituted "Socinlist trusts" which
will manpge key branches of industry with a consideradble dcgree
of independcnce, on a widespread application of the "profit
motive", and on "matcrial incentives™ to raise quality and
productivity. A revaluation of fixed eapital assetsa becamc
cffcotive on lst January, 1964. On let April, 1964, 1t has
been followed by an industrial price reform affecting coal,
eleotricity and power, a wide range of metallurgieal productsa and
basic chemlicals, accounting for one-guarter of total industrial
output, More realistic deprecclation rates and n new system of

“intcrest poymcnts will be introduccd later,

- 2%, Economic necesaities, a new generation of technocrats
and, last but not lenat, the developments in the ncighbourin
Communist countries acem to have forced the rigid Ulbricht regime
down on the side of economic progmatisn, It would appcar as 1f
these reforms are more in keeping with the magnitude of the
problcer than those unde’ ‘n elsewhere in the more advanced
cconomies of Eaatern Eur .

~11l=- N..TO CONPIDEITIAL
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I, CZECHOSIOVAKLA

Population: 14,0 miltiion
JLaront 127,500 sq.km.

gencral porformance

1, The stpgnation, or even regression, of all major
branchoe of the Czoch cconomy except agriculture in 1963 were
not cntircly uncxpeoted, 1963 was to bc a transitionnl year in
which industry was to b rcorientated., The situation
detepiorated, however, to such an extent that the 1963 plan had
to be "mrdificd" at th- end of WAY." Thc Sevan-ycar Plan (1964/70)
pocms not to have been Jinalised in 1963, so that 1964 will be
another "transitionnl" year. A government reshuffle in
November and the substitution of a considerable number of dogmatic
party represcntatives in key posta by economists and technicilans
was anothcr consequence of this situation,

2. Accordingly, the official plan fulfilment report dvells
at length on per caplita consumption figures to console its readers
for the fact that net matcrial product "fell below the 1962 level",
Tho ECE rcports a declinc of W&; AT checked against industrial and
agricaltural growth rates, this figure would only be valid 1ir
construction nnd transport declined by sone 20. Thc growth

target for 196L is 3.6%., This figure scems on the low side
compnred with the targets for industrial and sgnicultural productian,

lndustry

3. The revised plan for 1963 was claimed to have been
100,75, rfulfilled, but industrial production ancturlly declined 0.6fk.
This shows that the original modest 1% inercasc target must have
becen reviscd considerably during the course of the year. The
diffcerent branches were reported to have had the following resulis:
building materials ~9.8%, mctallurgy ~2.%, consumcr goods -2.6,
power production +0.7%, chcmical indostry +3.19:, fuels + 3.7% and
the Tood industry + L.l.., Fhysical output figurcs other than
those glven in the Annex included: tractors 28,L00 (1962: 31,400);
lorrics 31,000 (1962: 19,800); cars 56,000 (1962: 64,300);
footwenr 76 million pairs.,

4. umero 1fficultics and shortcomings were citced ns
being responsibie for the bad performance of industry: a too
extensive range of production; a disproportionntc denand for raw
matceriale, investment and labour; falling productivity; delays
in effecting technological improvements and in raising the quality
of output resulting in marketing problems at home and abroad; poor
monagoement and planning; excessive ndministrative costs.

5. The 1%65 industrial plan aims above all at putting an
end to incffective production and redueing thc consumption of
clectricity nnd raw matcrials, The incrcased target for gross

NTO_CONFIDENTLAL -12-
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industrial production iz 3.6% (in Slovekia 7,24). The checmical
induntry is to grow by 10%, power generation by 7.%, producticn
of stcel by 7.8%, of rolled gocds by 5.8%, of pig-iron by 7.%
and of magrietitc Yy 9.53, Other raw materiala have also been
aasigned higher than average targets, Bullding is to incrcase
by 11%, 162 enterprises, employing 15,000 persons, will be
¢losed nnd the staff transferred to establishments working at
leas than full capacity.

Egoggggivltx and egnloxggg}

6. Productivity n industry was not planned to, and did
not, increase in 1963, The total number of workers grew by lese
than 0,1% to 2.L49 million. The 1964 plan provides for an
increase of 2.8% in productivity(l) and of 1.¥’ in wages; the
industrial labour force is to increase by 99,000 (L), which

scoms inconsistent with the régime's efforts to return labour to
fa Pning -

Invostoont

7. Although the investment plan for 1963 provided for a
deorense of 6% compared with 1962, this modest target could not
be attained, State capital investment droppcd by % and
investments in the co-operative and private sectors by 23%,
resialting in an overall decline of 12%,

8. In 1964, the volumec of invostments is to go up by 14.6%.
Slovakia will have a much higher prate (20.8.), as a largce share
of the resources will be put into the new East Slovak centre for
‘heavy indastry, Kosice, which alone will receive Kos. 1.8 billica(2)
in 1964, an incrcasc of 600 over 1963, A considercble sum will
have to bhe alliotted to the construction of n new wide-gnuge railway
l1ine 90 im. in length which will supply Koaice with Soviet iron
ore, The line is to be completed by May 1Su6.

Agriculture

2 Tn contrast to the bad industrial performance, agri-
cultural producticn secms to have been unexpectedly successful,
a rarc exccption in the whole Communist world in 1963, fArcordirg
to the plan fulifilment report, gross agricultural production gmew
6-7, thus nearly fulfilling the esmbitious target and corpenact.ng
for the poor resuelts of 1662 (~6%). Totnl cerop productlon
incsrcased 15%., The following increeses were obtained by vori . 's
cropa: wheat 6,3%, maize 33,66, potatoce 27.8k, sugar beet 34, Js.
Vegotoble production was about 15% higher than in 1962, while
livestock breeding dropped 1-2% and the plan for milk purchas.a
could not be fulfilled. Invest¥gnts in agriculture fell by some

insteand of 8 OL nal rli~rpcd,

(1) Other statements give the following figures: U.3% in
industry, 4.8: in bailding.

(2) Rates of excharge for 100 Czech crowns: official £13,.9

tourist %£7.0.

- -
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i0.  The 1964 plon provides for an inerense in groes agri-
cultural preducticn of 6.%5 (market production: +5,2%). Graln
production is to ilnerease 115, meat 4,.8%, mivx 10,2%, surar
beet 7.8 2nd foicder cropr 8.6%., A 2% insrease in invectment
is called for. 22 wore fertlliscrs, 7 more tractoirs nnd
125, morc combine hnevesters will ve made availalle, end
4N,000 hectarcs of 1dic land ere to be brought under caltivation,
More vifforts «11) be made to attract young people to the villnges,
copeelnlly ¥ ranting better "raterial incertives", thoagh the
1663 drive - r t very succzeslul, as only 37,000 yvoung workora
could be reor. ted for farming, instead of a planned 42,000, A
prcemia system for mill deliveries for collective farms will be
introduced, and social security provisions for co-opurative farm
frmilics hive becn improved with the eim of giving farm workers a
statac similar to that of workers in industry,

Foreimm trade

1l. Czechoslovakia's forelgn trade in 1963 was reported to
have increased by 8,.7%:, with e¢xporte rising 126 and imports Lo,
resulting in a trade surplus of #303 million, 4 1% growth in
inports of foodatuffs was required in 19453, but othir famorts
rose little, if at all, The plans culled for particulur cconnny
in inports from Yestcrn Eurcpe aad a r.8e ln eiports to redress
the balance of payuenis, In 1964, the overall volume of Ioreign
trade is to increase by 3,7,

12. Trade with cther Hlee cowrntrics grew quicker than that
with Yest -n countricd (%» anhd fw rcspeceively;. Whe Sovict Unien
will probably maintain or increase hor large share in (zech forelgn
trade (33% in 1962), The oil pipcline to thce Slorraft worka ir
Bratislnva has carried 5,75 milliicn tona slice the opening two yuars
ago (1962: 2,65 million tons, 1963: 3.1 willion tous), and thu
ccnstruction of the wide-gauge rallway line to Kosice (see nhove -
Investments) for the transport of irgn orc will further conuribute
towarde al integration of the two econonies, In o recent s.atoment,
the C2ech Governaent thanked the USSR for iis "outstanciung relp” in
pooviding the raw material basis for the 1964 economic plan

13, In 1964, trade with the "capitalist" countries ir to
increasc faster (6.4%) than overall trade (3.7%). . recent
agrceeaent with the Netherlands provides for the poayuwent of
conpcnaation for nationalised property. In a two-year trade
agreement with France, an annual increase rate of 10% has becn
agrecd on, with payments to be mode in any convertltlc currency
instcad of in francs. Tiade with Yugoslavia 1s to !rnzicase by
30. in 1964, and Yugoslav porcs will be used to a grecter extent,

Iy, Czecchoslevakia's trade with the éovelepirns counriee ia
contiruing at a high rate bceausc of the r:latlva?HTﬁrgu VOolunLG
of outstanding crcdits to developing councrlcs, Now credit
ngircenents have boen conzluded with Yndaia (825 rilliton), Indonesin,
Brazil, the Yemen, .lgeria and Burmo(l). Trade with Indla is to
double by 1966,

(1) Sec AC/B9=-wWP/115
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Tourism

15. The potentinl of tourism as an carner of forelgn
currency secms to have becn recognised by Czcechoslovakia in
Autuan 1963, Vieas for Western vislitora nre being 1ssued within
48 hours, nnd morec than Kes. 2 blllion will bec invested by 1965
for the building end repair of restaurants, hotcls and camping
sites.

Tho budget

16, Thec budgot forecast for 1964 provides for a revenue of
Kes, 130,414 million - an increase of over 1963 - and

expenditures of Kes, 130,318 million, fonce expendltures,
teking a share of 8.1 in th budget, wig% be rcduced from
Kea. 11,354 utillion in 1963 to Kos. 10,950 million, = 3.1&%
decrense.,

L;ving standaprds

17. #ith an admitted increase in consumption of only 1% in
1963 nnd a planned growth in retail trade and consumption of
below ¥ for 1964, no rapid increase in the comparatively high
standard of living ccn be expected in the near future(l). House
rents, which at prceent cover only 62% of mmintenance costs, have
gonc up early in 1964 in a move to lessen the burden of housing

on the budget, which was accompanicd by an ¢ncourangement of private

na well ns co-operative house ownership. This and the constant
depand for a "hormonisation" of production and cxeessive con-
sumption mnke it not unlikely that the envisaged far-rcaching
stractaral treansforantion of the national economy can only be
achieved at the cost of n temporary stagnation or rceduction of
the real income of the population.  Popular dissatisfnction
appears to be widespread. ‘

EQOHO%E I‘(..'! orms

18. Tre economic mecasures taken in 1963 have generally
tendcd to strengthen control by the ceniral authorities, and
particularly by the state plarming commission, o lively
discussion 1s, howcver, in progresa on the changes necessary in
the plarning model, onc school of thought advocating more
effeetive ccntral control, another a sysiem relylng more cn
effective incentives and a kind of market mechanism to be
introduced at the enterprisc level. Furthermore, instructions
have been issued for the claboration of the goneral principles
of an clastic price policy which might lead to a reform of much
wider scopc than the changes alrcady announced.

(1) Thoe rccently-announced "clearance sales' of some consumer
goods nt priccs reduced by 205 to LOY aim above all at
redacing unsalcable atocks,

~15- NATO_CONF IDENTIAL
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III. POLAND

Population: 30,9 million
rreas 312,500 sq.km.

General performance

1. The Polirh ccononxy secms to have lost most of its
inpotus and to have some diffieulty in rcecoverirg from the
cxtromely poor agricultural rosults of 1962, The "provisicnal"
of'ficinl cstimate of + 5.5% increase in noet material roduct in
1963 is certainly too optimistic if ‘compared with the lowor
results ocnnounced for both industrial and apricultural productien,

A figurc of about L,% would seem more reailstic. A growth of
about 3.6 is cnviseged for 196€L.

Indnstey

2. In 1963, the grogs incustrial production plan is claimecd
to heve been 100,65 fulfilled - o 5.3 inereasc cver 1852, =nd the
lowest rate of growtl in recent years. For produccr goocs thoe
plun wag overfulfilled (7% against 5.9% planncd); but ior
consuner gocds, 1t was not met {2% innsterd of 3,165}, This
pattern ol giowth left uvaremcdled many of the basic Cefec.s8 of
the earlier development of Folilsh indugiryv, aud cvin accentuated
some problems, The slackening growth reile was gatd to be doe
above all to a eharp drelince in Lhe suppiv of agrleultural raw
materials after the bad 1952 erops and a dacpiasc ir the iaport of
raw maierials resulcing from balnuc: of poymencs ddivieul . ico,

As 1n previove years, the increase raves in the engsoeomng.
electro-technieal, transport eculipment and rotpl ir2Lstiies were
maech faster than in indusiry as a wholz,  Light frlis4ny
inercnscd 1ts export production cousideenbly. Elccuric powelr,
iron nnd chemicenl industries did not fulfil their plians. Hene
building was snid to have increased by 2.3%.

3. For 1964, indusirial cutput is to rise by 6.3%. Th2
production of textiles and leatncrwear will grow morc rapidly
thnn overall production, Above average increases are nlso
planrcd for the chemieal intustry {(1l.3%), engincerirg and the
eluctro-technical industries (7.7%). Ccoumont cuiput will incrensc
1%, siccl S, brown conl 21%, hard coal 1.3%:(1).

Procuctivity and employment

L4, Labour productivity faorcascd by 2.7 but daic not r2och
the moacst target of 3.2% because of n highoer than planra’ incrunsc
in industrinl cmployment, The 190k target has becn oot an 4,54,
nd higher productivity is to account for 7U. of additional

Pt . _ . o

{1) ¥or physical output figures, scc .,nncx.

NALO [ J4F IDENTIAL -16-
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prodaction. t scems that this tnrget could only be reached if
a large numbcr of marginally productive workers were dismissci,
wvhleh in turn would ercatc an anemgloymen® problem, and if tho

new systcem cf wage fund control introduccd in Deccmber 1963
would hove the dusired offect. .

Invcetoent

5. According to the 1963 plan fulfilment report, state
capital investment amounted to Zloty 103.6 billion?l), an incrcase
of only 3.5% over 1962, falling far short of the 8.3%; target,

The sharo of nect lnvestment in natlonnl income thus dropped from
19,25 to 18.2%, the luwcst in any of the countrics under revicw
cxcept for the Sovict Oecupied Zonc of Germeny. Little has so
far becn stid about 1954 inveatment, The target seems to be an
increasce of 1 mere 1,7%, and a 3320 km. gas pipeline from the
Sovict bordcr to Silesia, which 18 to go into scrvice in 1965,
sooms to be among the major projects,

A&riculture

6. Havirng fallcen by 7.9 in 1962, agricultural output had
been plannid to rise by 6.5% in 1963. The actual increasc,
howgver, wae only 3.8u. Crops are said to have incressed by
11.68k, The governrent's polley of encouraging wheat prodacticn
resulted in a 150 risc in output; potatocs and sugar beet -~ which
represent about 30 of total outgu ~ had cxeocllent yiolds;
livestock production dropped by 6.1% as the result of the bad
1962 hnrvest; the July 1963 census indicated a 1L.4% decline in
plge and n 2.6% increase in cattle. Ment production fell 7.65
and aill: output Zu., Total investment in agriculturce increcased
by obout 1%, against 22,.%. planncd. Crudits to individual
farmers rese 10w, but only e more fertiliser was applicd in
1963, n fact scvercely criticised by the Party.

7. PFor 1964, an inercasc of 1,1% (i.c. insufricicnt to
regain the 1961 level) 1s plannced for gross agricultural output,
The namber of pigs is to rise by 5.6%. Investments in ngri-
culturc arc to risc by 25, 125 nore fertilisers will be suppliod.

Forelgn trade

8, There wae a markced slackening in the devceloprent of
Polish forcign trade in 1963, owing nainly to a slower growth of
imports causcd by the Polish .uthoritics' desirc to reduce thedr
traditionszl tradc deficit. Exports are reported to have
inercascd by 7.5 to £1,77 billion, imports by 5 to £1.98 tf‘_l}ion,
resulting 4n 2 trode dcficit of #209 million ngninst %214 mill'on
in 1962. The balnnce with "eapitalist" indestrinlised counirl.s
was not improved as had been hoped. The share of roodstufiy's in
Polish imports has risen from 13.% in 1962 to 15.1%.

(1) 100 :iloty = official rate: £25.0; tourist rate: BL.3.

-17- NATO CONFIDENTIAL
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9. The %QQQ fereign trade plan alms at a Cfurthor impeovo-
ment of the balance of payments situation: totnl cxports arc to
inerense by 12.1% (by 20, to "capitalist" countrics), and lmports
by only 1.6%, thus rcducing the deficit to atout FL100 miliion,
The cxport of machincry ond installations, induztri~l consuarer
goods nnd food products is to risc¢ sharply.

10, In 1563, Communist countriea are said to bave aceounted
for 65. of Polnnd's foreign trade turnover against 6% in 1962,
Trade with the Soviet Unlon acesunted for 33.°% (Sovict Zone 107,
Czochoslovankia %, Hungary-hedbeRusania =) and trade with
dceveloped "enplitalist' countries for 28% (United Kingdom 5.5%,
Federnl Republic %, United States 3,.4%). Poland willl continuae
to irport large gunntitics of agricultural products from the West,
cepielally from Cannda and the United States(l). It was recently
crrecd tioat Foland witl import LOC,000 to 600,000 toens of grain
ahnually from France durding the next three years. A trade
agreement with Italy provides for an increase of anproximately 18%.
an nesocicte member of GATT since 1959, Poland hns now applicd for
provisional membership, to cnable her to participate in the
Fennedy round,

11, Poland scems to have stepped ap 1ts trnde with the
dcviloping countries, which, in 1963, accounted for 7.17% of 1its
trade cxcnnnges, and to heve emvrged as an important croeilitor,
Since thic middle of 1962, credits of eleosc to H160 miliion have
been extended by Polnnd, with Brazilld nnd India gettong the largest
sharce {#£70.0 mililon and f£32.5 millicen rocpretive?y, (2], Trade
withoéndia is to increuse by over 30% in 1564, tact wlith thne UJR
by 50k.

12, The Polish mgrchant fleet of 191 ships wi'h a totnl of
1.2 million tons dead woight carred a foreign exchnnge surulus of
over £43 million in 1963, som: 1i% more than in 1962, Roouirs
of foreign ships nctted 19 million forelgn currcncy zlotys.

13, 120,000 touristc are rcportcd to havc visitcd Polard in
1962, of which 90,000 cnmc from Western countrics, spendlng

£3%.2 million worth in foreign exchange. A ncw programuc to
attract Western tourists was announced in Jaruary 1964.

(1) According to a statement of the Pollish nows aguney, IapP, of
Lth Fcbruary, 1964, agrcements were sigacd in wWacshington the
day before providing for the sale of (a) agricultural proaucts
worth 30,7 million on interest-free and long-rovm oloedits
(10 ycara' deferment, 30 yoars of reinburscment), the seventh
a;rcement of this kind sinee 1957; (b) agrlcultural pooducts
wourth #30,2 million, interert—=frec, three venrs' rpelmourscicnt;
and (e) agricuitural products of $30.0 miilion on cash and
18 monthly brnking credlts.

(2) scce .c/89-VP/215,

N.TO_COFIDENTIAL -16—-
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14. The 1964 budget revenue 1is estimated at Zloty 275.9
2illion, the expunditure ot Zloty.271.0 billion. Defence expen-
ditures will inevcose by 2.1% {from Zloty 21.8 billion to -
Zf§¥§'52.2 billior), clthough they will form o stnller proportion
of the budget (3250,

The budcet

QUE

o)

Living standards

15, Despite a claimed increase in rcal wages 1n the Socialist

Useotor of 2 and in personal consumption of Y%, 1963 does not sccm
to have becn too fovourablc a year for the Polish population, as

— the income of the peasants, who still represcnt ncarly 50% of
Poland's working populntion, appears to hnve declincd somewhant,

] above all as thc result of a 5 increase in the price of coal ~nd

= considerably highcr prices for gas and elcectrlcity as of April 1963.

72

Eg_conomic reforms

: 16. The ncw cconomic reforms scem above all to be directed
Etowards a rcduction cf excessive labour, and might result in a
=~ wave of ancmployment so far unprecedented in centrallsed economics,
/A The alternntive - a consumer-oriented shift advoeated by the
2pealists -~ scems to be unacceptable to the dogmatists, or
« “"partisan” group, which incressed its influcnee on the régime.
d’i‘hun. the Polish model of re¢lative "llberty" scens to be much
o talked about, whilst little is being done atout it. Many links,
O economic and other, have however developed with the West which
— would te difficult to sever.

TURE PUBLI
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Population: 10,1 million
Areas 93,000 sq.kn.

gencrai performanec

1, The Hungarclion economy 13 develeping more smcothly tran
& thone of mont of the other countriea under review.  Though thu
&2 bulk of the reorganization of -iudasstaryy aiming nt the creation of
— bigger productive and cconomle units and of more direct
¢co~operation betwecn en erprises, was carried out last yenr,
industrisl porformance dces not appear to have suffered from it,

PUBLIQUE

2. According to officinl "preliminary calecula-=ions",
net_material produot in 1963 surpassed the results of the preceding
year by 5. On the basis of the plan targeu pubiishzd so far, it
would acen as if a slmilar increase is being anticipated for 1964,

Zndustry

Je ..ccording to the plan fulfilrent report, gross industrial
productinon e.cecedad that of 1952 by T4 agalnst un or'ziral tursut
8. wn.ch, nas in most otner countrics of the regicn, had been
& reduceced erter the harsh winter, The chemiend induzstry grew
< fastest (1l%), witn fertilisers up 16} and phormazcu*ieals 18%.
The comparatively low incrcase ia tlre engincering irndastry (+20)
i3 8nid to hove boun dae, above all, to 2 lack of sa’flclern®
orders, The ligint and food industries increased v % ond &

— respuctively. Henvy industry reached only 7%, o o nsiderabue
y Blackening if comprarcd with previous ashicvemeats (o7 100).
og The 1963 industrial consiruction plan was not fulfilled, becnuse
= Of shortoges of fubour and bullding materlals. and transport

A aifriculties, The reported increasce was 5,90,

EN LECT

e

SIFIE - MIS
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5

DECL

4. Physiecal output figures, not includcd In the Annex,
# were ns follows: bauxite: 1,36 million tons (an 8% decrensc),
E nluminium: 55,500 tans (+5%), tractors: 3,100 (+255),

bouges: 2,375, shocs: 23,8 million pairs. The roycrt complains
that unnecessarily large stocks of certain prodaets continued to
accumalate as somc enterprises produced articles which 4°d not
meet domestic and forcign mnrket requircments.

5. Thc 1964 plan targets provide for another 7% incrensc
in gross industrial production, Faster than average rates hev:
buen planacd for bullding materials (15%), engincering (10-15%),
¢lectric powor (106), tinncd food industry (10%) and the chemizal
irAustry (%:). The highest rates of cxypansion are being envisngced
for internationally coapetitive inductriss, such as pharmaceaticuls,
whic¢h in 1963 already accounted for 2% of all cherteal productlion,

DECLASSIFIED - PUBLIC
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Broductivity and employment

6. Productlivity fell short of the 5.9 increase target,
rcaching only 3.¥e, the lowest rate for years. .An unasually
high proportion of the rate of increase in industrial production
was thorefore due to a growth of 3.7% in the labour force which
totalled 3.2 million by the cnd of 1963, Lack of labour
discipline wna quoted as the main rcason for low productivity:
"if educational methods nnd the withdrawal of materinl advantrges
rallrio produce results, people may have to bec sacked", says the -
report. :

Investment

7. Capital invcstment is sald to have inereased by 12-13%
over 1962. The distribution was LOR to industry and 20% to
agriculture, against previous shares of LI and 17%. The
investwent plan for housing was not fulfilled. The 1 plan
provides for a 12% increase in capltal investment, of which the

chemical industry, housing and agriculture will rcceive o large

agriculture

B. The 1963 plan fulfilment report gives a preliminary
increase figure for gross agricultural production of L4-5% over
1962, againat nn utterly unrealistic 14 target. .\fter three
years of dccreansing or stagnating output, this would bring
Hungary back to 1ts 1959 levol, It appears, however, that the
preliminary figure will have to be "revised"., .iccording to the

ort, production of bresd ain totalled only 1,738 million tons,

454,000 tons less than in 1962 (~20%), and that of fodder grain
was 288,000 tons less than in 1962 (-23%X), However, the mnize
crop rose 9%, exceeding both the plan and tho 1362 results.
Therce was a record erop of sugar beet (+28%)(1) and vegetablus
(15-20%), the apple crop was outstanding and the vintage good.
The pig population decrcased by 10%, cattle by 4.7%, witkout,
however, affecting the output of dairy products which remnined
at the 1962 level, because of better ylelds., Investment in
agriculturc wns 31% higher than in 1962, the highcst increanse of
all countrics under revicw. : _

r

' 9. The plan target for the 1964 agricultural output of
u~%% 18 more renlistic than previous targets. Capital invest-
ments in agriculture are to reach 10.5 billion Forints(2), a
13% increase over 1963, There will be 30% more chcmical
fertiliaeras for Hungarlan agriculture, . .

il s

1) In another statement, the increase figure was only 13%.
2y 100 forinte: official rate ¥8.55, tourist ¥L.3.
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Foroagn trade(l)
=

- 10. Foreign trade is receiving special attention in the
—Hongarian plan fulfilment report for 1963. In the introduction
pait Bays that "the growth of production, consumption and capital
oinvestrent went hand in hond with a large growth in foreign
Atrade". Total trade turnover went up 11.7%, but much faster

wwith rospect to Western countrics (+23%) than to Sovict bloc
lﬂl ﬁ ry' 8 exports to Common Morkcl countries

ggomtgiea (+7. . anga
:grew , to other induatrialised countries 24 and to developing

countries 224, and the s™are of Western countriles in Hungary's
gtmde turncver incrcased from 28.4% in 1962 to a little over 31%
—4n 1963, The trade deficit nearly doubled (from L8 million in
21962 to £100 million in 1963 ~ sce Table VI)., The main categorics
(jof exports werc machinery and equipment 3l%; 1ndustrial consumer

goods 203 foodstuffs 23%. Agricultural products and food-

gatut‘ra accounted for L9, of Hungary's cxports to "capitalist”
= gountries, Main imports included raw materials (50%), machinery

=ond equipment (30%).

= 11, The Hungarian import plan for 196k provides for a 5.5%
= inereoase, including 1 million tons of chemical fertilisers,

= {about 50% of internal consumption), large amounts of bread and

7 fodder grains, and 10% of its electricity rcquircrents via the

< COUDCON power grid, Exports are to increasc 6.%% in 1964,

=~ sspeoinlly those "earning convertible currency". In the state-
“ment on trade prospects, 1t says furthermore that “the time has
goom to improve our relationa with the United States'. According
Z to a rocent five-yeor ogrecment, Hungarian trade with Denmark is
(o to incrcase by 60 in 1564, by another 80 in 1965 and at an cven
oz faster rate in aubsecquent yecars, The trade with Austria is nlso
— to be expanded considerably. Trade with the dcveloplng countries
7 inoreased by obout 257 in 1963, especiamlly that with thc UAR, to
Swhich Hungnry had extendced a credit worth #23 million late in 1962,

820!1;1“:
Jy
- 12, During 1963, thcre was 2 rapld growth in tourism, No

Edoubt the Hungarian Authorities are keen to develop the tourist
trade a8 o source of hard currency. So far, however, the traffic

gn appeare to be developing in both directions. According to the

= plan fulfilment report, 572,000 Hungarian citizens travelied

A~ abrond - about 100,000 of thcm to Western countries - whereas

' 585,000 forelgners visited Hungary.

According to the ECE rcport for 1963, Hungary's foreiga trnde
turnover was cquivalent to over 60% of net materinl product
in 1962, This would correspond to a share of about 20% of
trade (in onc direction) to estimnted GNP. On page 7,
paragraph 9, of AC/127-D/128(Revised), this share was
cstimated at only 13%,

DECLASSIFIED
-
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=The budget
o’
9 13. Budget revenues in 1964 are to reach Forint 92.9 billion,

—nn increase of 10% over 1963, fene enditures were reduced
by Forint O0.45 billion (from Forgn! Q.ﬁaﬁ EI?%Ion In 1963 to
=~Forint 6,163 million), reducing the share in thc budget from 8%
R<to 6,85. The Defcnee Minister, in announcing this cut, addresscd
i himpelf eapecially to the RATO countries, stating that if they
Fwould "set out on a road of guaranteeing a laating peace", Hungary
=~ would bec among the firct to make even more significant outs in
L)derenme expenditures. :

=5

T

- . EE .

S

14. Hungary seems to have been the only country of the
region where the population could enjoy o silzeable improvement in
its living standard in 1963, Real income wes said to hove been
up 7% on 1962 for workers and employees, and slightly less for
the peasants. Retail trade, which was 8 up on 1962, is to
' inorcase by 5.1% in 1964,

e fo

15%. Though faithful to Moscow, Hungary is likely to can~-
tinue to go its own way in economie policy by paying more
attention to the nceds of consumers at home and abroad, improving
quality and profitobility,. The reorganization of enterprises

Hungorian enterprises began paying 5% interest on fixed assets
and working capital. Experiments with incentives will continue,
and there are rumours that Kadar is thinking of imitating the
Yugoslav system of workers' councils., The large investment |
programme for agricalture should also eventunlly lead to a
satisfactory purformance of this least efficient sector of the

Hungarian cconomy.
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v. BLJ H.';;i E}
=l
- Population: 18,9 million
% Areas 237,500 sq.km.
g%mm; performance
- 1. The rate of growth of the Rumanian economy which, 1n

= gpite of its speedily developing industry, is still primarily
Hbased on ggriculture, scems to -have-slowed down somewhat in 1963
=~ 4n conscquence of the bad agricultural performance of 1962.

sccoprding to the 1963 plwn fulfilment report, net material product
- inereascd by 7 over 1962,

Anaustry

2, The reported increase in industrial production of 12.5%

nwWns, as in the prcevious year, by far thce higheat of the region,

Ealightly exceeding the 12 target, The performances of the first
four ycars of the current six-year plan show, howcver, a con-

' aiderable slackening of the ratc of growth, Thc output of

Eprod&mer goode went up by 1l4.3%, that of consumer goods by 9.3%.

Elom than average incresse rates were achicved by the chemieal

w industry (30%), building meterinls (20%), power generation (18.),

N timdber (15:), 010th1n8n%1'450), engincering ?1_‘5%), glass and

50&1111& (13%). The production of fertilisers went up 41%, A
drive to rcopen idle wells resulted in the overfulfilment of the
oll ¢xtraction plan, Output of erude oil rose by 3> fronm

& 11,9 million tons to 12,2 million tons, Other physical output

— figures for 1963 are given in the Annex,

E EN LECT
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= 3. The 18 targets include a growth of 1%. for the

= production of capital and of 100 for industrinl consumer goods,
Both power gcneration and chemical output are to inecrease 23,

— engincering 150, food industry 11%, light industry 9%. The

O output of fertiliscrs 18 expccted to be 1.1 million tons in 1964
2 (+22:) and close t- 2 million tons in 1965 (o further increase of

o 8o%).

%Broductivity and _employment

% L. Labour productivity was reportcd to have insreased by &
in 1963, the best achievement of all countries under revicw, bat

, 1ess than planned. The irerease in the labour force wns larger

than plammed (5% against a 2.5% target)., The plan figures for

(= productivity in 1964 are 9,3 for industry and 7.J. for building.

;nve stment

5. State enpital investment continucd to account for &
comparatively high proportion of national income. The total
volunc in 1963 is said to have amounted to Lei 34.3 billion(l),

N

DECLASSIFIED

(1) 100 Leit = official rate 16,65, tourist rate £3.33
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an inercase of 9% over 1962, against growth ratea of 1% to 32,
in recent years.  In 1964 state capital investment will total
Lel 38,8 billion, an increase of 13% over 1963. 4s in most
other countries of the region, Rumania intends to hasten the
complction of works already started. Investments willl continge
to be mainly concentrated on the Galatl iron and steel combine(1l).

Agriculture

6. The ECE cstimates an increase in global agricultupal
output'in 1963 of 3-5.. The officinl fulfilmecnt report only
states that, despitc ‘v not very favourable wenther, mechanisntion
and agro-technicnl mcasuros mede it possible to obtain n grain
output 700,000 tons in excess of the 1962 harvest. With a 1962
grain output of 9.8 million tons, the 1963 increase in grain
output would be 7% over the extremely poor 1962 results, The
decline of bread grnin by 6% was compensated by n 22% increase in
the maize crop. Sugar beet output increased 11%. The applica-
tion of fertllisers rcgistered a record increase of 82%, though
the current rate is atill the lowest in the pregion, nnd similar to
that of the Soviet Union (18-19 kg. per hectare).

»

7. From the little that is known about the targets for 126ﬁ
e

it con be guessed that an inorease of 125 is being envisaged.
only official increase figure avallable so far is that for the
supply of fertilisers (+20%).

Forcign trade

8. Though the sensational increases in Rumaniaon foreign
trade (3%: in 1960, 18% in 1961) seem to be 2 thing of the past,
thc pcported increase in 1963 of 10.3% is still onc of the higheast
of the region, A growth of another 10, is planned for 1964, by
when the volume of Rumanian foreign trade 1s expected to have
doubled since 1959(2). There will be a furthcr substrntial
incrcase in the exports of chemicals, c¢ngineering, timber and
food products, and "producer goods" will continuc to rank first
on the list of imports.

9, The signature of an agreement with Yugoslavia in
November 1963 on the joint construction of thc Iron Gate hydro-
electric power and navigntion system after morc than threc ycars
of negotintions, the linking of the power systems of thc two
countries, the granting of credit facilitics and the setting up
of o Joint committee for economic co-operation innugurated a ncw
end important development which will contribute towards making
Rumania more independent of COMECON economic co-opcration(3).
According to the new trade agreement, Rumonin's trade with the
Federal Rcpublic of Germany is to increase 30% in 196L.

; y - ised).

(1) For details, sce page 25, paragraph 11 of AC/127-D/128(Rev

2 1959 turnavér: #£1,024L billion, nccording to Polish statistics.

53 A more detailcd study of Rumanin's rdle in COMECON 1s con-
talned in AC/89-4P/107/3.
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The budget

= 10, The 1964 budget forecast provides for n rewcnue of

= Lei 92,132 billion, nan incrense of 124 over the 1963 results, and
—a surplus of Lel 0.8 billion (against o swrplus of .6 billion in
-1 1563) , nfence expenditures in 1963 amounted to Lei 4,19 billion,
Sor 5.15% og the badget.  They will decrcase in 1964 to

= Lei 4,11 billion, thus representing only L.55 of tle budget.

B

ivi ptandnards

TURE

11, With a claimea rise in real wages in 1963 of L.6%, it
Owould seem as if the régime had decided to do somethning about a
higher living standnrd in Rumnnia, which is at present about the
= Jowest of the region, The significance of this figire should,
Z however, not e overcstimated, ns it does not includs the income
= of the peasants who reprcscnt 66f of the working population (the
gh:lghest share in thc region).

o

> Lconomic reforms

1

= 12, Therc are clso signe of some new thinking in the régime's
Eapproach to economic problcems, but the comparative bzckwardness and

= tho rather sntisfactory performance of the country's cconomy appear

%not to require as yet any economic reform of the kind envisaged or
<ﬁfl.n*t‘.rot:m«:'.«'.ul in the more industrialised countries of the region.

DECLASSIFIED - PUBLIC DISCLOSURE / DECL
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VI, BUIOARIA
22
- Population: 8,0 mdllion
9 Aren: 3110,50C so.knm.
]
m@cenoral performance
- ' .
=W 1., A growth rote of Ok is being claimed for Bulgnrian net

 materinl product in 1963, a figure which seems to require some
f2 downgrading if checked againast the increase figure claimed for
~ agricultural production The 1964 plan provides for a further

Sinureaae of 6.9%,
= Induat |
Z 2. According to the plan fulfilment rcport, 1963 gross

- industrial productiocn rose by 10,1% over 1962 to n value of

6 billion Love(l), thus fulfilling the original plan and over-

=fulfilling the revised targets. Engineering 1s sat1d to have
increased by 20,3, fuel production 19,9, ferrous metallargy 19.4%,

' eellulosc nnd paper 17.1%, chemicals 16,85, glass ~nd chino 15.9%

Hand clectric powep 1%.. : :

|

o

7 .3 w industrial production is to rench

A Leve 6,655 on, an incroase of 8,8%. The output of heavy
< {ndustry will continuc to top the list by an cstinntcd increasc

=~ of over 268, with n ncarly-doubled pig-iron production nnd a growth

rate for ferrous actallurgy of L4 .S8. The targct for the chemieanl
A industry is 25.1% nnd the output of mineral fertilisers is to be

~— doubled. Other sectors with above-average targets include

I bullding materials (23.3%), ccllalose and paper (20.7%) nnd

& electric power production, which is to reach 8,95 billion kih, an
51mmnaa of 15%. :

qm;odgggiqu and euployment

4. The claimed increase in productivity of 4.6f was
oritid¢ised as having been “considerably below" the growth rates
@) of previous years., Lack of labour discipline, an excessive
~ ilabour turnover, frequent absenteeism and the wasting of
~ eclectricity were statcd aa the mnin reasons for this "unsatls-
% factory" situation. A decree of November 1963 provides for
& heavy penaltics for manngers who overstaff their enterprises, set
" excessively low norme, hire workers who left thelr previous

enployment without authorisation, etc. The 1964 plan sets
= increase targets of 4.5 for productivity in industry and 5.%
= fopr productivity in bailding.

EC

O

DISC

(1) 100 leva - official rate ®85.1, tourist rate £50.0.

DECLASSIF
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Investment

5. The largest growth of capital investment of all
countrics undcr revicw scems to have been achleved in Bulgarina,
where an increase of 17.6% over 1962 hns becn reported, Investnent
continued to bc heavily coneentrated on four major projects: the
Kremikowvtgi steel works, the Stara~-Zagora chemlieal combine, the
Marica~Iztok thermo-¢lectric power station and the Burgns oil
refinery, which are bcing equipped and financed to a large cxtent
by the Soviet Union.

6. According to the 1964 plan, investments nre to deorease
by 7.5, The report says that in 1964 accumulation will reach
23.,4% of net materinl product, as against 25-28: in the past,
Priority will be given to the development of engincering, the
light and food industries, and the production of e¢lectric power,
The plan furthermorc provides fer the constraction of a power
transmisaion line to link Bulgaria with the COMECON clectric
power grid,

7. After the complction of the first construction stage of
the Kremikovtgl iron nnd steel combine, probably at the end of 1964,
annunl production figures will be as follows (in million tons; 1in
brackets total Bulgarian production in 1962): pig-iron 1.12 (0.5),
stcel 1,25 (0.4), rolled steel 1,0 (0.3). After the second con-
struction stage, the output will be tripled.

8. The severc winter and drought were again mnde responsible
for the non~-fulfilment of the ambitious 17% increase target for
ngricultural production in 1963, The official estimate 1s an
increase of O.l% over 1962, a very unsatisfactory result for n
primarily agrarian country which has faithfully imitated all
orgonnizational measures of the Soviet Union without the expected
results, The whsat production wns reduced by 1(f., but, thanks
to n 15 increase in the malze crop, total grain production
remnined ot about the 1962 level; the beet crop was reported to
havc been 13.%6 ap on 1962, Cattle herds scem to have declined
further, but the number of pigs and sheep continucd to grow.

9. The target for 1964 is 8.64% and grain output is
expected to incereaase by 420,000 tous vver nn anrevenled output in
1263 (production in 1962 was L. 45 million tons). “18 thousaml tona,
or 3%. more rertilisers will be given to agriculture (cxpocted own
production 1n 1964: 190 thousand tona) and investuents in agri-
cultore will nmount to Leva 380.5 million, Higher prices will be
introdioced for tobneco and potatoes, together with new incentive
measures to promote production on individual plots.

— 28~
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Forgign Trode

™. As in 1962, Bulgarian foreign trade turnover had the
highzst growth rate of the region (+13%), though exnuorts jucrenced
only half’ as quickly as imports {B.%% and 16,7 respectively -
sce Talle VI)., The visible trade deficit pecse from £12 million
in 1962 to £77 million in 1963, In 1964, exparte are to incrense

by 7.1% - the export of machinery and equipment alone by 4LO% - and
imports by 3.7%.

11, In 1963, 82.9% of Bulgaria's foreign trade was exchanged
with Communiat countriee, and the Soviet Union continmes to be
Bulgoria's most lmportant trading partner. In a long-term
agreement signed in Jomuary 1964, the Soviet Union has grantead
Bulgaria o lonn of 300 wuillion roubles in the form of equipment

and technical support for the completion of the projects mentionead
in parngraph 5 above(l).

12. The most interesting development in trade policy seems
to be Bulgarin's new attitude vis-i-vis gestern countries., The
setting up of a special foreign bank in Sofla and recent trade
agrecments show that the necessity ta import technology and
foodstuffs from the West have convinced the rdégime of the
cdvantages of expanding trode relations ouiside the Commanist
area, Trade exchangces with Italy will be nearly tripled; a
three-year trade agrecment with the Federal Republic of Germany,
Bulgarin'e principal VWestern trade partner for years, provides
for a doubling of future exchanges; trade with Turkey 1is
expected to incrense by 5%; a rcstitution agrienent was signed
with the United States; negotiations with Qreece started in
April 1964 after protracted preparations.

13. Trade relotions with developl countries are also
improving. Credits have boen cxtended %o kggeria (86.5 million)
and Tunisia; trade with India is to increase by LOU in 1964 and
by another 05% in 1965,

4. Touriem is being stepped up and might prove to be an
important source of convertible currencies. According teo a
western estimate, 20,000-30,000 Western tourists pald about
#5 million in 1962, a figure which ia believed to have been
consideirnbly surpassed in 1963, A tcurist ratc of exchange was
recently introduced, reducing the value of the Lewa by 70%, and
the government seems to be willing to gront five-year eredita of
ap to 500 to citizens who want to let rooms to tourists.

(1) fccording to Redio Sofin of 1Bth Februory, 1964, Bulgarla has
rcceived from 1547 to 1963 Sovict long-term loans totalling
Roubles 1,200 million, or about one-third of all state
capital investmgnt,
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ik, The roevenue of the Bulgarian state budget is to decre.ase

by cbout 10U from Leva 3,257 million in 1963 to Leva 2,938 million
in 1¢6l., The officinl explanntion for the decrease is that as
from lst Janunry, 1964, the budget would only nccount for "the
aiffercnces between income and expenditure” of forelgn trade
enterprisce, and apparently no longer for their total turnover.
f%#%nl cxpendltures are to be reduced by 12,5, - fron

2va mliilan 1n 1963 to Leva 60 mMi1lion (about ¥ of the
budget), It has been reportcd that a reduction in the size of
the army was under cons'deration for economic reasons,

EI‘OS’(’QE Eﬂ

15. Bulgarlan lounders admitted that living standonrds of the
population did not incrense much, if at all, in 1963, They
showcd, however, great cagerness in announcing increase. ot 9% 1n
rcal woges and 7.5 in consumption for 1964, The discontent of
the population scems to be increasing, and the rézine can
apparently no longer disregard thelr requirements to the same
extent as in the past,

Bconomic rcforms

16, 4s in Rumanin, and more or less for the same reasons,
major economic rcforms do not senm to be contemplated in Bulgarin
for the time belng. The inecentives for farncrs doazrilted 1n
paragroph 9 above indlcate, however, n somewhat less rig.d
attitude. Though the régime will also in the future deperd
henvily on Soviet nsslistance for its economie develonment, the
new trade policy towards westcrn cotntrics (see par~graph 11 above)
might eventually result in an attenuation of this dependency.
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IoBLE 1
NET MW.TTRIYL TRODUCT(4)

Rate of increase in % of previous yeer

| 1960 | 1961 .} 1962 'G&B‘ﬁ%&ﬁ‘* ;?2%
Soviet-Occuplied
Zone of Germany 4.6 3.7 he2 13.0 5.5 3.8
Czechonlovakia 8.9 7.0 1.0 Hyo(2)l o 3.6(4)
Polend L5 7.2 2.0 }5.5(3) 5.2 3.6
Rumania 8.0 { 10.0 L.5 7.0 13,0} 12.0(5)
Hungary 10.0 641 4.7 |5.0 7.5 6.5
Pulgaria 6.8 2.8 6.2 |6.0 14.0 6.5
Albania 3.0 5.8 8.0 }8.0 11.0 ) 10.0(5)
tﬂ'@&lgﬁgg;gm 6.0] 6.0 | 3.0 |3.0

(1) Bourccs for all tcbles (if not otherwisc mentioned): plan
fulfilment reports for 1963 and plans for 1964; Economic
Survey of Europe, 1962 and pre-publication text for 1963,
EGE, Geneva, The figures for 1960, 1962 and plan 1963
very insignifieantly from those given 1n Teblz I of the
Annox to .C/127-D/128(Revised).

22; LCE - ostimate. -

The official “provisional" figire of 5.5% does not secd 10
correspond to the resuits annour.ccd for industrial end
agricaltural production,
ih; Jnother figurc announced is 1.4% (sec comment to 3)-
Econcmic Dircetorate's estimate.
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GROSS _INDUSTRISL FRODUCTTON

Rate of increase in % of previousc year

l r 6
1960 1961 ,:1962 *“Esidﬂigélpléﬁ- ;ggﬁ
Sovict Zone of :
Occupation of 3 |
Gerneny 8.2 5.9 642 4.9 6.4 5.7
Czcchoslovakia 11.7 8.9 6.2 | -0,6 1.0 3,6
Poland 11.1 | 10.4 8.4 543 5.0 6.3(1)
Runania 16. | 15.3 ,14.8 { 12.5 12.0 | 12.0(2)
Hungary ‘ 12.8 | 11.0 § 9.0 § 7.0 8.0 7.0
Bulgaria 13.3 § 11.7 1141.0 [ 104 | 13.0 8.8
{ /dvania 112 1 7.2 | 6.4} 6.7 ] 5.3] 6.5
rgaf‘g;f‘““‘m 41,0 . 9.3 | 8.0 5.0 | 5.8 6.4
1 i

F_}' LICICRECS OF 48 and b7 have alsc boon mentioncds
2 1.0 for producer, 10,0 for e¢onsumer goods.
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Rate of increase in % of previous year

| g 1 1964
1900 | 1561 | 1962 Fotanl pian! plen
‘ —

Soviet Zonc of
Occupation of
G@m&ry 7.1‘- 5.3 P 696 6.5 7-2 6.5
Crochoslovakia 790 5-1 3.1 -1-0 007 an
Poland 10.7 6.7 3.21 2.7 3.2 L.5
Rumania 141 6.5 L.l 7.2 9.3 9.3
Hungary 5.9 7.0 5.5§ 3.2 5.5 3.6
Bulgarie 2.3 9.2 787 L.6 6.1 L.5
Abanie 9.7 5.0 {2-4%.5} n.a. n.a n.a.
Total Eastern
Europe 77 ' 58 Lt 3.2 L.5

-5 B
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TAPIE 1Y
IVESTIgNT (1)

Rate of increase as % of previous ycar

1960 | 1961 | 1962 1303 oL 1%
Boviet Zone of
Oceupation of
Gt:!‘m&ﬁ,‘," 1005 3-9 1 ._3 [ 2.5 5.’;. 6.6
Cgechoslcvakia | 1245 7.0 1 «5.01 =12,0(2)| 6.0 § 1L.6
L Poland €.5 1 7.5 1 11.0] 3.5(3)f 8.2 1.7(5)
Rumanda 32.0 ] 21.0 § 14.0 9.0 12,0 | 13.0
Hungaxry 13.0 $10.0 | 16,0} 12.5(4)] 9.0 ) 12.0
Pulgaria 16,0 6.0 L0} 17.6 5.0 } =7.5
Alranta 6.5 | 6.7 1 7.0} 7.8 €£.,0 | 12.0

(1) In the csmse of the Soviet Zone, Czechoslovakia and Poland:

(

{

2)

o
5)

total invessmcnts; for Hungary, Bulgaria and ..lbania: toinl
irveetments in the Socialist sector; for Rumania: total
state investments, The flgures for Hungary exclude privatu
house building, those for Rumsnia exclude co-opcrative farm
investment.

In Czechcslovakia, state capitzl investucnt declincd 9%,
irvestments in the co-oporative and private scrtors 23% (seo
FCL Report 1963, Tehle 1£),

Investuents in agriculturc: 15%.

Tryestrents 4in egmicultuce: 3%,

Uther souirces given targets of 3.7% or 7.8%.
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L)

QO

Rato of increasec es § of previous year

foviet Zone of
Occupeation of

Gernsny
Czochoslovakia
Poland

Rumania
Hungary
Bulgarias

Jalbania

X

‘96:" "6“1 1962 oceuar ;‘:‘:’Gn‘:}F ;ﬁn&
10,6 | ~11.2 1.0 | 1.0(4) ]| n.a. 1.3(1)
- T0 10§ =746 | 6-7 9.5 6.5

5.4 ] 10.4 | -8.5 | 3.8 5.8 1.1

1.6 '8.0°) ~B.9 | 3-5 }17.0 12.0(4)
"‘5.0 0.7 1&6 h.5 . 5

33| =351 w2foa | 7. | 8.6
=7.0 11.‘IJil 10.0'| 8.0 '} 22.0 | 13.4 \

(1) Estimate by the Economics Directorate.
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TABLE VI

EOREIGN TRADE

Percentage increases over previous year

AC/127-D/164

—9(;-.

a
gbi Values (in ourrent prices) of totsl exports and imports
¢) Visible trade balance
{(a) Percentage increase {b) Value(l) Le) E;iébie trode
m ro. =
1560 1961 1962 actun pian plan 1962 1703 1952 1963

Sovict Zone of ' ‘
Ceoupation of  exp| 6.0 3.2 4.1 13.5 15.4 8.8 2,375 2’6713 +4 +384
Ge!‘mamf 1?!!]). * 2.1 710 .3.6 - 1?.? 2. 371 2,2%?
Czechoslovakia exp. . 6.1 7.2 12.0 . 2,187 | 2 uSG;

tmpd2e4 12105 | 203 “u.0 = | 37T} o0m | 2,153)| 136 | +303
Poland exp 13.4 9.1 7.5 6.0 | 12.6 | 1,647 { 1,770 =00

1mp:‘10'0 12.8 | 12,1 5.0 1.0 | 1.6 | 10861 1:919} -2l § =203
HFungary expd 17.7 6.9 9,7 9,0 6.5 | 1,100 ] 1,206

imzd>7-0 | 51 [ 1109 | 1307 | 1llo | 5.5 | 1,148 1130e)| - | 100
Lumania ixp 33,0 ég:g 1%15 10,3 5.3 | 10,0 giﬁ; 1,535 =123 | -120(2)
Bulgaria exp 15.9 | 16.6 B.5 10,6 7.1 770 839 5

imp416'0 5.3 | 17.8 16.7 10,8 3,7 782 9161 =1z =77
£lbania XD 17.0 26.4 | 13.0
| fop| 87 [10.9 | mea. | T4 : .

LS

In miliicn Unitad States B
Estimate bty thu L-onomic's Directorate
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- TABLE VIT
8 SICAI, OUT OF W.IN COMMODITIi:S
[ ) -
- a) 1963 (actual)
g gb; 1964 iplan) -
R Germany | B e — ' Bul-
;Hg Unit S. Zone Czeoh.; Poland|Rumania| Hungary ga‘;i‘a
E Electric H ml1ad §7.7 129.9 | 37.0 | 11.7 | - 9.7 7.2
o |power bj} kwh 54,0 [32,2 40.0 1 14,3 10.6% 9.0
= [coal (in h.c.ia;’ " m | 78.8 169:1 [418.0 6.2 | 19:7 | 11.6
7z oquiv,) b)} tons| 794 ]69.3 |120.0 22,0 13.5
w  [Cruds oil ia; m - _ 8.2 | 12.2 1.8 “0.3
2 b)| tons . ‘ 12,5
> Inat. gas Ea} ma) 3.5¢ | _ 1.0 ] 10,1 | 0.5 -
H' ._ b)| cu.m} 11 .0 = ’
E Iron ore _. ‘, }g} | m 4.7 1.2}" ", g.g 2.3 0,29 ®.7
3 Pig iron ia; m 229, 5.5 5.4 Yo7 L 1.5H® 02
O b)| tons ‘ 5.9 5.6 :
= |cruae stcel Ea; ni 3.80| 7.6 8.0 | 2.7 | 2. Q.5
—~ ~ b))l 8,1 8.4 2,9% 0.5
=
FZ  JCement ia; m [ 5.6% | 5.18 { 7.7{ 4.4 1.8 2.2
5 b)| tons 5.3% 8.7 H.u® 2.1 2.7
S Fertilicers fa) m 1.0% | 0.36 0.6 0.4 0.9 0.17
& (N+P205) b)| tons 043 | 0.7 0.5 0.2¢4
)
= [|Rolled Stecl (a m | 2.9 | 5.1 5.5 1 1.9 1.7 0.3
O b)! tons 6.4 5.7 2.00 0.41
=~ [Grain a; m | 5eG%® | 6.0 | 14.5 | 10.L 5.8 | L.4®
= b)| tons} 6.7 4.7 | 11.0%
E ot whichs {a; m 1 .3. 1 07 3.1 307 { 1 -6 1 o9
QI wheat b)| tons 1.8 !
= Jootatoes o m | 13,48 ) Bt ! 4L 2.7 | 1.9 1.72
o b)| toms 6.,8% | L0.3 '
et - ;
% sugar bect sa; m 5e0% | 7.7 10.6 | 2.4 . 3.4 1.12
5 b)i tons 8.3 | 1.6 K |
8 » RBatimntes by the Zconomices Directorate according to 1962 resulie,
=
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T

Unit|SCTEANY| o260, | Poland| Rumaniat Hungary| BUi-

8., Zone garia
Cattle gg; mm }4.6 u.5 9.8 ?.Ll- 1.9 1.8
ad 10.0
Fign ia; m Qa3 5.8 117 23 7.0 ‘% 21
) ] head T ' 1 12.,0%
Meat ia) m 0.6 1.0 1.1 0.3 0.2 0.17
(b)] tons 1.0 0.16
- g " =
Milk {a; -m S5¢6 3.5 12,2 2.6% 1.8 141
' b)| tons ] L.O® | 42,6
Sugar Eag ‘m 0.7-7T71.0 1.3 0.3 0.38 O.14
. b tOﬂB u."‘ 1.5 - . - 0022
Eggs Ea; m 3.60 | 2.4 57 2.6 1.8 1.3
L b)junits \ 6.0 |
lrobaeco 2&} 1,000 6.0¢ | 45.08| z.6% | 16.0% [102.5
i | v}l tons R

*Estimates by the Economics Directorate according to 1962 results.
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