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The esixth examining session on economic developments in
Hthe Eastern European countries(1), held on 2nd July, 1365, was
(~devoted to Bulgeria. The diacussion was based on a report prepared
70y the German Delegation(2), and introduced by its author, an expers
«.from the German Ministry of Economicse. The meeting was also attended
by an Economie Counsellor from the United States Legation in Sofia

and by s Deputy Director from the Prench Ministry of Foreign
SAffairs(3).
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2e The attached summary report attempts to survey the presant
economic situation in Bulgaria, to asasess future trends, in

Kparticular as regards foreign trade, and to draw a certain number of
=~conclusions,

(Signed) A. VINCENT
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(1) The following countries have so far been examined:

, on 6th November, 1964 - see C-N(65)18;

, on 11th February, 1965 - see C-M(65)41t;

th February, 1965 - see C-M(65)42;

Ge » on 29th April, 1965 -
see C-1(65)63;

Hungary, on 24th Nay, 1965 - see C-M(65)57.

See AC/B89-WP/164 snd comments by the United Kingdom Delegation
(AC/B89-WP/16L/1) .

(3) Por a complete record of thc meeting, see “C/89-D/LS.
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IEW O IC SITUATION \DE_20LICY OF BULGARIA
A. INTEWNAL SITUATION

1. Bulgaria is one of the emaslleet of the Esstern Buropean
countriesa, with n populstion of 1ittle more thsn eight millien rnd a8
ggterritory of 110,300 squore kilometrea, The country is sepernted
~Trom the Soviet Union by Rumonie, but hse common bordere with two
FNATO countries, Turkey and Oreece, pnd nleo with Yugoelavir. With s
per cepite gross nntional product about hrlf thet of the HJoviet Union
—and spproximately the seme am thet of Rumcnlis, it 18 ons of the leest
Zdereloped of the Euraopean Communist countries. Its winenal rescurces,
(mjeélthough ecdequate to contribute usefully to the country's further
m1nd'unt:rial development zre insufficient to export on sny signifiocent

wnBcale, Agriculture, however, cnjoye thc edventoges of excellent soil
Earﬂ_ climatic conditions.
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' 2. The economy has expanded quite repidly in recent yesnrs,
EDuring the firet four years of the Five Year Plan for 1961 -1965 the
r-n%t magrﬁl grodgct rose at an annusl averesge rete of 5.8% according
Hto e o cle garisn statistice, The velidity of this figure,
“however, is apen to doudt, Western specisliste have estiw.ted the
ﬁg:.-owt.h rate of the Bulgsrian nctionel product during thie

ried ot nbout 4% & year. Mony of the tergets of the osurrcnt Five
Yesr Plan are unreslistic. It ia thought thet the Plan for 196(~1970,
Qat present in preparation, will be lese swbitious snd will ellow for
~some shift of emphrais awey from hesvy industry, which hes hitherto
received the lien's share of investmunt resources, and in favour of
%the consumer goods industries,
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) 3. Industry has shown iteelf the most dynamic sector ~f the
—Joconomy. The only figures availeble are those published by the
YBulgaricns themselves, aoccording ts which the osnnucl aver ge rate of
Lgrowth Guring 1961498, was 11X, Thie 1s eomewhot lower thun the
Splanned rigure, dut even when asllowance ie mede for some element of
exaggerntion in the officiel statietics, it would rppear thet in
—~Bulgaria'e smnll and dackwaord economy thc somewhat crude methods of
—centralised planning hitherto employed have yielded fairly satisfsc-
ry results, However, there has deen a nmumber of economic experi-
aments, end in some industries s new and more Tlexible systeam of
planning and mensgement 18 now being introduced under which the
Sindividusl enterprises sre permitted n limited degreo of initi-tive
Ehnd are encouroged to meximise their profits, This should permit o
wmore efficient use of resources and help to m int-in » repid rete of
ggrowth. On the other h:nd, in the future induetry will not be eble
Jto continue to drsw upon reservee of unemployed rur‘l lsbour to the
ane extent ss in the prst, Purthermore, the rerlloc tion of resources
in favour of light industry, which the rdgine now rppeoars to enviesge,
antail a fall in the rote of investment. On brl. nce therefore
~pome decelerstion in the rnte ef growth secems likely in the future,
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4, Bulgeris wes the firat Esstern Europesn country to complcte
the callectivisntien of ~griculture (4956), Ccllective ~na It-te
“ferma now cover 88% of all arsble land, The privecte plots of
20llective farmers and 3t:te employees account for ne~rly 11% while
ess than 1% is occupied by individusl pemsants. In the l.:.st three
eare o number « inccntives heve been cffered to the frrmera, The
rices ¢f agriocultural preducts have been increased, whilst the
aprices poid by the fermers for fertilizer, fusel ond building m teriuls
ve been reduced, Collective fermers have been grantcd minicum weges,
ezznd the cultivetion ef privste plots is now enceurngcd. Agriculture
—is of great impertance to the economy. It accounts for aver 30% of
~the net materisl product, socording to the official stotistics, and
Uagricultural products {fruit, vegetablcs, procossed food stuffe and
tobeoco) sre the prinocipsl source of the country's export cernings.
ring the years 196 -196l, agricultursl production 1s cloimed to have
isen at sn annual average rete »f 2.B% which masy be considercd feirly
atisfactery although it 1s considerebly belovr the r-te scheduled in
pnthe Five Year Plan,

o
> B IC REL&TIO

E

o 5. The Bulgsrion economy ie more dependent on forelgn tr-de
than are those of the other Eaatern Burope:n countries. Imports
7amount to about 47% of the estimoted grose n-tionsol preduct, compored,
Zifor iastanoe, to about 8% in the case of Rumanis. Since 1355 Bulgar-
“ian foreign trade turnover hea risen more than 4-fold, i.e. st an
danmal average rete of 17%, During this period thc shore of the Soviet
Union in Bulgarisn tetml foreign trade hos remc ined more or less
~constent at cround 50%, although the share aof the other Cemmunist
—countries has fnllen from L41% in 1955 to 25% in 1964,
=
EQ 6. The coonomy's hesvy dependonoe on tre Soviat Unier ie ons of
=i 48 salient feoturea, Mere than 50% of reaw materisl suppliug r¢ of
Soviet origin and Soviet deliveries of oQuipment and sporc p.rts re
—of vitsl importence %o various key induetries. The entire ferrous
Umetallurgical industry, 70% ef non-ferrous metallurgy, 50{ of the
Lichamiocs)l industry snd 50K of the country's povor stations rre oper:-
~ting with Soviet=-produced equipment. Virtuslly all srms .nd equipment
Uauppliod to the Bulgarian armed forecs are nf Boviet origin., Bulgsric
~hes also received substontial economic aid from the 8Sovict Union -
gnoo million Acllare since 1945, which on s per capito beols is fer
—more thsn has been received by any other Comsunist country. A further
2510 million dollars were propmised in 1964 for the development of
Bulgaris's industry.

= 7. Bulgerie's cconomic snd militery dependence on the Soviet
Union enables the latter country to exert considerzble influence upon
7bulgerian economic policy, Thus Bulgrriz hrs not followed the example
of Rumenis in resisting plons for integr-tion within COMECON, but on
“the. controry appenrrs to have co~operrted sctively in the 1npiemcntntion
dor such plana., In fret Bulgorir dcrives considerrble bdencfite from 1te
Hmemberehip of COMECON. By meanrs of long-term agreeacnts with other
member countries it is assured of outlets for m-ny products for which
it would have considerrdble difficulty in finéing ~ltern tive mrrkets
in the Weat.
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8. In recent yesra trede with the non—-Communist countries
hes developed very r:pidly, heving risen heorly 9-fold since 1955,
Even 80 it st11l accounta for only 22% ef totel Bulgorien foreign
trade., Within this group of countries treade with the developing
notions hees shown the fastest rrte of growth. Nevertheless, =1 though
the volume of such tresde h2e incrensed 12-rfold gince 1955 1t Lti11l
amounts to only 5% of totecl Bulgarien forelgn trade. Tr.de with N.IU
countriees amounts to 13% and trode with the other industrislised
netione of the free world to 4% ef totel Bulgsrian forcign tr-de.
recent years Bulgorfen exports to the two last named groupr of
countries heve not equelled her imperts from them. The cuszulr tive

deficit for the five yecors 1960-19684 amounted to about 120 million
dollars,

In

9. Bulgerian cxports of fruit, vegetables Pnd processed food-
stuff's asre generslly ocompetitive in price snd qurlity on Vestern
Buropesn markets. However, it is unlikely thet ¥cstern dcmand for
these products will erpend very reapidly in the future, As to
Bulgnrian momufsctured goods, their qunality is not yet such as to
render themr competitive in Western mr rkets, Morecover outlits for
Bulgorisn exports in Western countries esre rectricted in v-rious
ways, The United Kingdom has recently offered to rem.ve nu niitative
restricti Jne on o wide range of goods importcd from Cymmunist coun-
t.ries on condition th-t the latter undert-ke to <void rny ~ction
1ikely to disrupt the British m-rket, -nd Bulg-ri- hre rccepted this
offcer; but it retnins to be peen to wh: t extent thie 111 stimulate
nn increcse in Anglo~Bulgerien trnde,

10. Like some of the eothcr Comsaniet countries in Eastern
Burope, Bulgnris has recently shown an interest in the poesibility
of joint projects tc be operated in conjunction with .kstern rirus,
Although no agreement has yet been signed, it is felt thot the
BPulgrrisne are favourasbly diepesed to the iden of ce-opcrition rlong
these lines,

11. As Bulgsria'e trade with the free world stiil .ccouats for
only a small preportion of its totel trede, it could probrbly Le
inereased considerably without rendering the country dcpendent unon
Western deliverics fo a degree thet would be frowned upon by ke .cow.
Nevertheloss, according to the BPulgsrian long-term economic plan
the share of Communist countries in tot:l Bulgsri-on trade is expected
to increase over the noxt 15 ycars at the expense of tr-de it the
free world,

C._CONCLUSIORS

42, During recent ycars the Bulgarien econnmy hne devel oped
quite ropidly, perticulrrly in the industpiml sector. .\ new syetem
af economie pianning end minagement is st present being introduc.d
in sore industries >nd should perrmit a more efficicnt use of
resources, In spite of this, however, 1t mny prove more difficult
to mointnin o high rate of economic growth in the future, aian :
untepped reserves of mon-power will be less ~bund nt rnd the r*gime’' s
new-found concern with the devclopment of light indurtry c-y le-d to
g fnll in the rote of investment,
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13. A8 to the poesiblliiy cf fostering closer economic relestions
mbetween NATO countriec eid Bulgsris in the hope of reducing the
—latter's heavy dependence upen the Boviet Union the Sub-Comrittee can
EZrnly venture the fcllowing tentetive conclusions:

(1) Bo for thure 1s little indicotion thot the Bulguri-ns
would like to seo a shift in the guogr.phic-l pattern
of their foreign trade in favour of the veat ..nd ot
the exncnee ¢ the Communist world. Their hoavy
cconomlc, military eand politiosl dependence on the
Boviut Unioa tends to discourage them from t.king ahy
initintive that might arouse Moacow's displensure.
Moreever, they seem repsonsbly satisfied with the rdlc
allotted to them in COMECON, Bulgnria docas not belong
to and hses not &0 far approsachod cny Western intcr-
nctional economic erganizetion (such as G.T7, IK¥,
IBRD, thoe Burcopean Economic Community, etc.). However
the Bulgsrians mmy in future show incresaing interest
in purchasea ef machinory and equipment from the Woat
and in the devalopment of jsint projoctse in p-rtner-
ship with Western firms, the more a0 since ths present
level of Bulgerion trade with the West ia se léw that
it oould probnbly de inoressed substanticlly without
alarning the 8oviet Union,

(11) Although there is little prospect of dissoci- ting
Bulgeris from the Soviet Union in the immcdiste future
the Weat should nevertheless do sll in its power in
particulor through ectnblishing closer cconomic
relr-tions, to help Bulgrrir to aesert its n tionsl
interesta, Western countries should t ke such steps
as they fcel to be appropri-te rith n viev to oxprading
tgode with Bulgaria, Thore 1s undoubtedly r arket in
Bulgorir for Westcrn goods, csepeciaslly copitcl goods,
but on the other hand the prospecte for an incrocs. ef
Bulgarion exports te the Waeat ore¢ not very ecncour-ging.
Weatern acuntriaee should thercfore endeovour to focili-
tate the acoess of Bulgerisn products to tlcir mrrkets,
whilst taking cere not te damegc tho l.gitiaate
cemmercinl intercata ef other countries, eapeci-lly
thase free vorld countriee which are still in the
course of devolopment, Joint projccts in partnership
with Western firne should 2leso bc cncour-ged .nd tue
possibility of extending technicrl soeistance migat be
considered, Western countries should pursue nn econo-
mic policy flexible cnough to allow them to exploit
any opportunity that future economle developmente in
Bulgurio moy offer, and with this end in vicw saouad
continue to follow such developmcnts closcly.
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