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rJJ The attached noto haa boon lIl'Qp&red by tho Economic. 
j Dil'Octoratol it takOa account or a note 1'rom the United Kingdom 
CJ Delogation 1) and YBl'iou. comments by the Unitod States 
~ Delogation. 
~ __ 2. In accor4ance with tho docidon takOn by tho Bub-Col'Mllttoo 
~ on Soviot Economic Pollcy, at its IIlOcttng on 28th March, 1962, 
=: this paper i8 circulated to tho COIIIIIittee 01' l:conomlc Advisors 
~ rer in1'Ol'lDBtion. 
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DEVALUATIOl! 0' THE BULGARIAN LEVA 

The Bulgarian leva Was devalued on the 1st January , 1962, 
L1ke ita S.oviet counterpart (1) last year, the BulgnriQn Government 
has gone to great 1eneths to obscure the resl nature of the 
Or e!'£ltion b:r comb1ri.1ng an effectIve devaluation of the leva In 
t erms of other currencIes with an int-ernal currency reform whereb', 
th.e .old leva Maqeen replaced by a new one at the ratio of 1 now' lv" 
to 10 old onos.· . ' 

2 •. · Howev~r, tho go~d oont3nt ot the leva (and thus its 
value in term. ot other currencIea) haa not boen increased 
proportionately. previously, the leva was ~orth at tho utricial 
rata 0.13 grama ot gold (equals ~0.146 or 0.132 roublos). Had 
the gold content ot the currenoy ·been raised in proportion to ita 
intornal value, 1.0., to~old, it would havo boon estob11ahed at 
1.3 grams. In tact, the gold content ot tho now leva i8 only 
0.76 grams, so that 1 new leva Is worth only ~0.85 or 0.77 roublos 
(instoad ot ~1.46 and 1.3 roubles). Thus, the leva has been 
4eval uo4 by ~. . ". 

3. Por . Weato~ _ countrloa tho now ratos will apply to both 
oc:mnorc1al and nol)-COIJIIDOrc1al p&¥menU; tho old non-canmel'cial 
rates now being abollshed. With the Q~er Bloc countr1os, whuro 
spoo1sl agI'OllIMnta are aa14 \0 . oxiat; non~cOlllllOrc1al ratoB w111 
l'pII)OPt ~ t01'OO. Thoae, howoyor,are 8imply tho old non-
canmerclal ' rlatos- ild.1uatod' to take accoum o~ tho 10:1 L.,tor~l 
rot01'lll but not . tho doval-ust1on.. 'l'hua, tho tormor non-oOlllllOrcinl 
ratos ot 1 old-lova ' "" 0.112 roubl.",.. boCOlllOS 1 new lova so 1.12 roubles, 
comparod with, the now cOOIDOl'c1el rate of 1 leva ... O.77l'oubloa. 
This woUld apppaI' to bo a cOO81do1'8.blo d18incontlvo to. tho Rueaian 
tour1at intont on vialUng Bulgar1a, Whlle tho purchaeing powor of 

. tho Wostorn tourlat 1a incrQtlaod. sinco 1 now lava oqUllls only 
. _0.65, whore.s :1 ' o:J.,d leva oqualled '0.10. . . ' . 

4. At, thobOSlnning o~ .1961, tho Soviot tluthorlt1ol1 carl'lad 
tl'.1'O\1gb a siJDilar operatIon - an intOl'lllll oxchongo ot 1· nvw roublo 
for lO old 01108, · canb1ned WIth a 4.4<-t'old incroaso i.n th<l OUl'l'OIlCY' 8 
Qfr"sibl gol.q eontpnt - oqu1va-loolJ ·to a 55% devaluation •.. . Bvforu 
1961, whc-r~ '1t W~8 (\v~aluod, tho l"oublc wile oVlJrvaluod in tO~B of 
moet 6:lto'l.l:lio ~\lrrenclca; ,~tor ' doval\:at1on, 1t WOS olor..rly BU'.J-: 
6tal!tlfllly u.n<lor-..-aluod1n rolation to lIll ot thCJl1, and WOllta.:'T1 . 

. obsor~,~G prod1c:t0d"O geno,ral 'ro--~11gnm.,nt o£exehang{f .ratoe wHh1n 
COMECDN: . .o - , .. ..... ' . . 

5. - So tar BUlgaria ie thO only satollito to have udjustod 
tho roublo par1ty ot her curroncy, and it ehould bo notod that c t 
tho now par1ty the valuo ot the leva in torms of roubles 1s 32% 
highor than that exist1ng bofore 1961 (1.0. 0.77 roublos comparc~ 
with O.Saroubloa). Presumably, thia parity 18 th~ueht to rvfl~ct 
accurately tho curront pr1co . lavele 1n tho two coun.;:.r1os. _____ _ 

(l) On tho dove.lunt1on of thO rouble sal,,; J>.C/127-D/63 dIltod 
4th I.pril, 1961 

-3-



-4-

6. T~c 1f}~rc : jr.tion a:ppoers to have beon aimed mainly at 
~ringing for,lign tl'a.iu pr1..:os into 11ne w1th intornal prices in 
srdor: ... 
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(1) 

(2) 

to ol~lnato Ramo of the bookkeep1ng 1nvolvod in the 
0" '- '."" i .-c fl':',~:~1al oqualisation oparations (oXport 
sub : .. I...!. . ,:; J o.. ~a .. :·,.port taxos) mado neoossary by the 
pt'uv::'ou.,jly ovw,.-;ralued leva; and 

to racilltnto calculations of relative prof1tab11ity 
of various exr o~ts and imports (this is consistent 
with tho 1n';;I,08sing attention baing paid by bloo 
countrios to ways or improving cost account1ng and 
pricing) • 

~n tho case or non-commercial rat08. tho deprecIation Was probably 
~ntonded to .st1mulutJ ror~ign exchange earnings trom Western 
f!ltour i l1li1. Tho simultaneous croat1on or a "hoavy" leva by dropping 
:2' Buro WIlS probably motivated bYI 

~ ... 
~ 

(l) 8 dosiro to obs~uro the need tor a dcprccintion 
from tho Bulgarian peoplo; and ... 

~ (2) pr08t1ge coneidoratione "latod to having a 
basic curroncy unit with a value closo to that 

j ot the dollar or rouble. 
U . 
~ 7. As in tho caBO ot tho Sovie' Union tho ' new rato stl'Ucturo 
prill havo little direct slgnlticanoo outsido tho Bloc (all trade 
--ie on the best. or Wastorn CUl'l"Oncloll) whtlo 1ntra-Bloc trede will 
~ro8l111Obl:v continuo to bo accollnted 1n roubles on tho bas1s at 
~ol"ld pt'icfle. Al though it i t; stilted that Bulgar1an tinancial policy 
.... 18 In !),armon:r with SOVlct rl.n;)uclal theory' and practice, tho 
~ulgarlan mG88\ll'OS should pT'C'l;nbl:v be con.8idercd not s1mply a matte r 
....;lor rollowing th., Soviet ex.-,rr,, 10 but ae part o-r 8 gonoral move ins 1do 
Utbo Bloc towards a morc ratlonnloxCbansO rato structuro. 
rf) ... 
~ 8. With tho dovulopncnt or OOMBCON

i 
1t i8 'bocomlng 1nCrO,LlBlngly 

U1mportant ror Canmunlat p.! I:lJ1ll0ra to bel eb 0 to oomptU'o oosts anel 
... pricoe in tho various mr.m"',")1' countr108, ~nd slso with tho outsido 
....;lworld. Such comp.(). ~i8()n ! s almost 1mpossible unless exchnnge ra toe 
~rotloQt pricoe wHi, r..:aso.la td.o accurao:v. Th111 was one reason tor 
~tbo Soviet dovaluat i on or tho roublo leet yoar. Tho Bulgar1ans 
,havo now rollowod tho Soviet oxample, and it scems logical to assl.UTlo 
~thftt within tho next y(" "r or BO wo ahall 800 tho other Bloc countr1os 
~ocnronn1ng to thi8 pe.tt ,~! . by r~djU8t1ng thoir own oxchango rates 
~and tho ult1mato rosult may p0sB1bly bo somo torm at 1ntra-Bloc 
... oonvort 1b11i ty. 
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OTAN/NATO, 
Paris, XVle. 
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At the rate preVai119! At the rate preVail16f 
troll 1st Januar:r, 196 ~ petore 1st Januar;y, 1 1 until 1st J anuar;y, 196 

1 old leva - J/lO.l46 • • J/lO.l46 • 
0.58 old rouble. 

(. 
0.1'2 new roubles 
1.,2 ~roubles) 

1 ne", l eva 
(. ~ old levi) 

~ • 6.8 old levi • 6.8 old levi 

1 old rouble • 1.7 old levi -
I ~ rouble • 7.55 old levi 

NATO CONFIDENTIAL 
11~ ... , .. t ,., """ 0 

l"C7121-W86 

At the rate pre-
vailing since 

1st January, 1962 

• ;&0.85 • 
0.77 new rouble. 

, 

.. 1.17 new levi 
(a 11.7 ora levi) -

• 1.30 new levi 
( .. 13 old levi) 

NATO CONPID;;:NTIAL 
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