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Note by the Chairman

At its meeting of 10th April, 1964, the Sub-Committee
agreed to submit document AC/89-WP/121, as modified in the course
of discussion, to the Committee of Economic Advzsers(l) Since
then, however, it has appeared necessary to review substantial
parts of the original report, mainly on the basis of the pre-
publication text of the "Economic Survey of Europe in 1963" of
the ECE, Geneva. Therefore the revised document is submitted
again to the Sub-Committee for final approval, before sending it
to the Committee. -

2. It will be noted that the revised report pays more
attention to foreign trade, though it does not cover in detail
the commodity structure and direction of the satellites' foreign
trade, as it is hoped that this important subject will be
thoroughly studied in connectlon with the forthcoming expert
meeting on NATO countries' trade policies towards the satellite
countries scheduled for 25th/26th May, 1964(2). As far as
general economic developments are concerned, the present report
might serve as background material for this meeting.

(signed) A. VINCENT

OTAN/NATO,
Paris, XVIie,

1) AC/89-R/53., Item III
2} see AC/127-D/150(Revised) and AC/127-R/132, Item III
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RECENT ECONOMIC DEVELOPMENTS IN THE EUROPEAN
SATESLLITE COUNTRIBS AND PROSPECIS FOR THE FULURE

 PART A: GENERAL SURVEY

General performance

1. According to_ the official plan fulfilment reports, the
slackening of the pace of economic expansion in the Eastern
European satellites of the Soviet Union continued in 1963(1). .. ..
High rates of increase in net material product of 6% to 7% were
claimed only by the agrarian countries, Bulgaria and Rumania(2);
the agricultural-industrial countries, Hungary and Poland, seem
to have settled down at increase rates around 5%, whereas the
highly-industrialised Soviet Zone of Occupation of Germany, with
an expansion 6f ‘less than 3%, compares rather unfavourably with.
most of the industrialised Western countries. Czechoslovakia was
the only country -of the region with a declining growth rate in
1963, after a rise'of only 1% in 1962, It is generally S
considered that bad economic perfcecrmance was the principal reason -
for a reshuffling of the Ozechoslovak Government in Autumn 1963,

Industrial production:

2, Whereas 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 was continued only in .- .
Rumania and Poland as far as the original plans were concerned. .
The other countries had taken the precaution of revising their
initial targets downwards after the harsh winter, so that they .
could later boast of having fulfilled them at a little over 100%.
In Czechoslovakia's industry, where production actually decreased. .
in 1963, bad menagement, power shortages and a lack of labour
discipline were blamed. - Increase rates for industrial production .
in all countries under review have steadily fallen during recent ' .
years, but most markedly in 1963, as can.be seen from Table II. .
(see Annex).

g?oductivity and labour

3. Increases in labour productivity were considerably .-
lower in 1963 than in previous years in all countries except:
Rumania; and the targets were nowhere attained. Industrial
employment rose faster than planned everywhere except in the
Soviet Zone. ° Better "material incentives" are expected to
improve the situation. Labour shortages, however, continue in
the Soviet Zone and, to a lesser degree, in Czechoslovakia, wlhereas
Poland and Hiungary seem determined to release "non-productive'
labour, even at the cost of causing unemployment.

1) See Annex, Table I, L ' ] ‘
2) Albania, which is no longer a satellite of the Soviet Unica,

will only be mentioned in the tables.

-5 NATO_ CONFIDENTIAL
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Investment B

L, The develcpments in the investment sector seem to have
been rather unsteady in most parts of the region; significant
growth rates were obtained by Bulgaria, Hungary and Rumania.
Increases in Poland and the Soviet Zone seem to have been moderate,
whereas in Czechoslovakia investments declined sharply. Invest-
ment plans for 196L provide for a rather sharp decrease in
Bulgaria, moderate grow*h rates in Poland and ‘the ‘Soviet Zone and
significant increases in- Gﬁéchoglﬁvakla, Rumania and Hungavya

Agrlculture N

5e The year 1963 was less dlsappointlng for Eastern_i
Buropean agwlcultural planners than 1962, when gress outpnu had
fallen considerably in three ccuntries and stagnated-in two. = Crop
predaction increased, .but the output of the livestock sector con-
tirucd to be depreﬁsod by the effects on food supplies of the bad
1952 harvest. In BuTgarla, the rise in global output appears to
have'been'neg;lglble, The same seems to be valid for the Scviet
Zong of Oﬂuupatnon of. Germany which has not- yet recovered from the
sharp fall in 1961 following fcrced collectivisation. Hungary -
repoirrted 1ncrea°ed agricultural output figures for the first time
in years, and seems to have regained its 1959 level. Rumania also
appears to have nearly recovered from thes 1252 losses and, with a
fairly good harvest, was. able to return a '"loan" of 400,000 tons of
wh2at to. the Soviet Union, Rumania is the only coun+ry wnich has
not beén obliged, as a consequence of the Soviet Union's failure to
meet its expdrt obligations, to negotiate grain imports Trom the
West. . Czechoslovakva nearly. reacbed its high targets for 1963 and
has made. good. most of.its’ losses’ of 1962 . Bulgaria and Rumapla
are the only countries where. increase figures for the years sinc
1958 show rates of expansion markedly exbuedlng the population
growth, = The original agrlcultural targets for 1965 will not be
attalned in any country of the reglon, in splte of con31derable
anestments in this sector, :

Foreion trade and tourism

6. In forelgn trade and tourism there were interesting
developments in 1963, especially in the direction of contacts with
thec West. . Hungary, the Soviet Occupied Zone of Germany and.even
BUIQ&?L& seem to be eager to develop their trade relations with

"non-Socialist countries", in the case of the Soviet Zone mainly,
it szems, for political reasonb.' Total foreign trade turnover

of the sauellltes increased by &% as in 1962, . Czeclhioslovakia has
started a vigorous campaign to attiract tourists. In the case cof
Hungary, tourist traffic seems to have develoned both ways, with
over half a million Hungarlan visitors abrcad, Rumania, Bulgaria.
and Pcland also seem to have disco vered tourism to be a valuable
source of hard currency. Poland, Czechoslovakia and Hungary are

said lo be Preparing a common publicity campalgn to attxact
tourists from the Wcst
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Living standards

7. With the exception of Hungary. (and' possibly Rumania),
real income rose little if at all in the countries under review.
The consumer goods market presented the familiar plcture of :
overall increases in supplies combined with relative sc¢arcities
of some products (meat and some dairy products) and surpluses of
others (frult vegetables, sugar). Popular discontént .seems . to
be growing 1n Czechoslovakia and other countrles, and even the
more rigid régimes in Bulgaria and Rumania now appear to be -~
prepared to pay -Some- attention to consumer- needs. : : R

Economlc refqpms o

8. As a result of the unsatlsfactory development of thelr‘*f
economies, the more industrialised countries of the region e
embarked upon a reorganization of all branches of their economies
and a radical rethinking of their economic theory. Hungary and -
the Soviet Zone of Occupation of Germany are the first countries
of:. the region ready to incorporate some kind of market mechanism.
in their central planning systems, while the-agrarian countrles,r
Rumanis and Bulgaria, remain the only satellites where -more or: = '
less Stalinist methods of‘plannlng and management still seem to
yield good results.

-7- ' " NATO CONFIDENTIAL

e e g em




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO CONFIDENTIAL. . -8~

AC/89-Wp/121(Revised)

PART B: COUNTRY ANATYSIS

I, . s~ovi:é;15'; ZONE OF .OCCUPATION OF GERMANY (1)

.fo;aPabﬁiéﬁiohff' 17.1 million -
cAreai - - 107,834 sq.km.

Generalggerformance :

1. The most. industrialised Communist country and predominant
trading partner of the Soviet Union, the Soviet Occupied Zone of B
Germany reports an increase in 1963 net material product of 3%, .’
the lowest achieved so far and well behind the original target of
5.5%., The economic plan for 1964 provides for a more realistic
increase of only 3.8% over 1963, to reach a total sum of S
East: Marks 82.7 billion(2). - . co

Industry . _ L e o o f@
2.. According to the official plan fulfilment report, gross '

jindnstrial production in 1963 reached EM. 83.3 billion(3), an =~ .

increase of L.9% against an original target of 6.4%. However, .as .

this target was reduced considerably after the severe winter in

1962/63, the planners can now claim a 100% fulfilment.

3. The electrical and chemical industries expanded most
rapidly, the latter by 6.8%. Within this branch, the production
of plastics increased fastest, Nitrogen and phosphorous

. Pertilisers did not reach their targets. The production of

potassium products, for which the Soviet Zone is the world's
largest exporter, reached 1.7 million tons (+4.6%). Other output
figures not contained in Table VII of the Ammex included: steel
alloys 14,213 tons (+23%), diesel fuel 1.7 million tons (+12.8%)
and lignite 254 million tons (+3%). The construction plan was
only 97% fulfilled.

L, Although neither the rate nor the pattern of industrial
expansion achieved is satisfactory, the planned concentration on
priority branches within the metal-using and chemical industries
has apparently made some progress, and the reorientation of -

bproduction towards more promising export industries seems to be
proceeding,

() The use of the word "country" in comnection with the Soviet
Zone of Occupation of Germany does not imply that it is being
considered as an independent state like the other Eastern
European countries under review.

(2) 100 East Marks (EM) = official rate: gL5.0, tourist rate:
#23.8. When making comparisons with Western countries, it

should be borne in mind that the currencies of the countries

under review are heavily over-valued at the official rate of
exchange,

?hat thi§ figure is larger than that for net material product

is explalned by the fact that being a gross aggregate it

contains a large .element of double counting.

NATO CONFIDENTIAL ~8-~
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; "5 In 1964, -industrial production is planned to increase

by 5 7% t6 EM. 88,1 billion. Above-avergge growth rates have

been planned for metallurgical products (8%), electrical e ulp— )
ment (7.8%), engineering (7.7%) and chemical products (7. ; .
Oil~processing is to increase by LO.3% as a. result of the- A
putting into operation of the :Schwedt chemical-works, the terminal
of the COMECON pipeline, the Polish part of which was completed in
November 1903, -

Product1v1+y and emploXVent

6,. With a declining labour force such as that of. the SOVIet
Zone, an lricrease in output can only be obtained by means of a.
more than: proportional increase in productivity(l). The 1963
increase in productivity (6.5%) fell short of the planned 7.2%.
The 196u plan provides for another increase of 6,5%, The :
introcduction of a forty-hour week which, according to the original
Seven~-year Plan, was to be gradually 1ntroduced by 1965, seems to
have been abandoned, and increases in wages compensating for the '
reductions imposed after the erection of the Berlln Wall‘do not

*Seem to be- envrsaged for some time to comne.

Irvesbment

7. The amount of state capital 1nvestment in 1963 was. giveni
as EM. 16.4 billion, a claimed increase. of 2.?%—Whlch was far. '
below the original 9% target that had been adopted on Soviet
insistence. - The 1964 plan provides for a 3.7% increase over the

revised targets Ffor 1963 (5.4%), i.e. an increase over the“actual -

1963 results of 6,6% which the régime will have some difficulty in
obtaining. - Building is to receive EM. 7.1 blllion, i.,e. a share -
of close to U40%., - With the little that is known about the -
196u investnent  programme, it would seem that its special feature
is the -transfer of funds from heavy industry to chemicals.
Although the targets for the original Seven-year Plan 1959/65

have been abandoned, the investment-plan for the chemical industry
has only been reduced from EM., 12 billion to EM. 11 billion for
the whole period. The investment pattern will change after the .
introduction of the planned self-financing of the new "8001alist
trusts", or VVBs (sée last paragraph) :

Agriculture»~

el

8. Agrlcultural performance in 1963 seems to have remalned
at about the same low devel as ‘in 1962, judging from the little
that has been announced so far: a "general increase" in livestock
and the fulfilment of the (undlsclosed) plan for-grain, vegetables
and potatocs, an ‘increase in milk production of 6,3%, of fatstock
by 6% and of eggs by 7.7%.. Plan figures for 1964 are again not
available:  Mechanisation:is to be pushed forward, with

EM. 2.1 billion to be spent on:investments and three-quarters of

(1) See paragraph 7, page 10, of AC/127-D/128(Revised).

Zg- NATOQ CONF IDENTIAT -
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the grain harvest to be collected by "combines". New prices will
be introduced for all crops for the 1964 harvest, implying for .
some products increases ‘of 30% over 1962, . Another "material -
incentive is a _new systen introduced on lst January, 19 6L,
according “to which prenla are being pald for all 11V€SLOCk
products 1n excess of' the 1963. level .

Forergn trade '

9. In 1963, exports ate §¥idtd ‘have increased by 13.5 (l)
as planned, to reach g£2.67 billion. The figure given for 1963 o
imports of $2.29 billion shows a 3.6% decline, which has been
partly attrlbuted to dlfflcultles of the Soviet Zone's Communist ..
trade partners in fulfllllng their agreements, but which resulted
in a trade surplus of #384 million. In 196u, exports are plannedf
to ihcrease:by 8. 8p, and . imports by 7.7%. - :

' "10. : Exports to the Soviet bloc countrles rose somewhat L
fastor than the total and the Soviet Union will continue to be the N
prlnc1pa1 tradlng partner. Barly in 190&, the two countries o S
agreed on a very close co-ordination of their devélopment” programmes
for the chemical industry -~ by 1970 the Soviet Zone will deliver to
the USSR about 200 installations for chemical enterprises, and,the:
Soviet Union in return will help in establishing an oil-refining -
industry, Repayments of Soviet oredlts at a rate of 5180 mlllion
a year are. to start in 1964 o

_ 1l._ Some change 1n the reglonal distribution of forelgn trade
SEEms . probable. ‘A marked increase in East. German trade with “"non-
Sqeéialist" countries in Europe(2) can bé expected for 196L4. . . -
ACCordlng to the agreements for 196i, trade with Denmark is to rise
by 25%, with’ Italy by 22% and with Great Britain by 21%., Trade '
with Yugoslavia is to rise 30%. Trade exchanges with ‘developing
countries do not seen .to be expanding to a great extent, with the
exception of those with India and Cuba,’ where 1ncreases of 35ﬁ and
20% respectlvely are being envisaged.

The budgeti

12, The budget for 196u provides for a revenue of
Ed. 56,881 million (L.5% over the 1963 results), expenditures of
EM. 56,806 million and a surplus of EM, 75 million. The report

21; Exports in 1nterzonal trade inereased 2.,6% only.

-This polite expression was used.in an official statement of
1L4th November, 1963, announcing the new policy, The .
government news agency ADN added on 20th February, 1964,
that it should be followed:by the establishment. of- offlclal
trade miss1ons in London, Paris, Rome and other EBuropean =

_ capltals, and that Great Britain, France and Italy should o
set up trade m1551ons in the "GDR capltal"

NATO CONFIDENTIAL -10~
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states that defence expenditures were left "unchanged" at

EM. 2,764 miTiion, i.e. about 5% of the total budget. But it is
belleved to consist mainly of expendituré on personnel and thus
to be especially misleading. .

Living standards

13. Though living standards- in the Soviet Occupied Zone of
Germany will continue to rank among the highest in the Soviet

orbit, prospects for an increase eontinae to. be dim. - A rise of

personal consumption of about 1% was offset by a slight growth in
the cost of 11ving. .Also in 1964 the real wage bill can hardly
be expected to increase (see also paragraph 6 above)

Economlc reforms

lu. - In July 1963, the 1ntroductlon of a new aystem of
economic planning and management was announced., It is said to
be based on eighty newly-constituted "Socialist trusts" which
will manage key branches of industry with a considerablc degree
of independence, on a widespread application of the "profit .
motive", and on "material incentives" to raise quality and
preductivity. =~ A-revaluation of fixed capital assets becane
effective on 1lst January, 196L. On 1lst April, 1S6L, it has
been followed by an industrial price reform affecting coal,
electricity and power, a wide range of metallurgical products and
basic chemicals, accounting for one-gquarter of total industrial
output. Hore realistic deprecciation rates and a new system of
interest payments will be introduced later.

15. Economic necessities, a new generation of technocrats .
and, last but not least, the developments in the neighbouring

Communist: countries seem to have forced the rigid Ulbricht régime

down on the side of economic pragmatism. It would appear as if
these reforms are more in keeping with the magnitude of the -
problem than those :undertaken elsewhere in the more advanced
economies of Eastern.Europe, ,

-11- NATO CONFIDENT IAT,
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II. CZECHOSLOVAKIA

" Populations: lu.me§llion”f"
Areca: ] - 127,900 sg.km. -

General performance

1. The stagnation, or even regression, of all major
branchas of the/Czech'economy*excePtAagricultune:iﬁxl963 were
not entirely uncxpeccied. . 1963 was to. be a transitional year in
which industry was to be reorientated. The sitaation. - = - -
deteriorated, however, to such an extent that the 1963 plan had
to be "modified" at the end of May. The Seven-year Plan (1964/70):
seems not to have been finalised in 1963, so that 1964 will be - .
another "transitional" year. A government reshuffle in
November and the substitution of a considerable number of -dogmatic -
party representatives in key posts by economists and technicians
was another .consequence of this situation. o -

5. Accordingly, the official plan fulfilment report dwells =~ ./
at length on per capita consumption figures to console its readers
for the fact that nct matepiagfprcduct'"fell below the 1962 lével",
The ECE reports a decline of Lk; if checked against industrial and
agricuitural growth rates, this figure would only be valid if - ‘
construction and transport declined by some 20%. The growth
target for 1964 is 3.6%. This figure seems on the low sice v
ccmpared with the targets for indastrial_andAagricultural;pﬁoductioa.

Industry

3. The revised plan for 1963 was claimed to have been
100.7% fulfilled, but indusirial production actually declined 0.6%.
This shows that the original modest 1% increase target must have
been rcvised considerably during the course of the year. The
different branches were reported to have had the following results:

building materials -9.8%, metallurgy -2.9%, consumer goods -2.6%, ‘ {%
power production +0.7%, chemical industry +3.L%%, fuels + 3.7%. and -

the food industry + Ih,1%. Physical output figures other than
those given in the Annex included: tractors 28,400 (1962: 31,4L00);

lorries 31,000 (1962: 19,800); cars 56,000 (1962: 6L4,300);
footwear 76 million pairs.

L. Numerous difficulties and shortcomings were cited as
being ?esponsible Ffor the bad performance of industry: a too
extenglve range of production; a disproportionate demand for raw
materials, investment and labour; falling productivity; delays
in effecting technological improvements and in raising the guality
of output resulting in marketing problems at home and abroad; poor
management and planning; excessive administrative costs.

5. The 1?6& industrial plan aims above all at putting an
end to_lpeffectlve production and reducing thc consumption of
electricity and raw matcrials. The increased target for gross

NATO CONFIDENTIAL : ~12-
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industrial production is 3.6% (in Slovakia 7.2%). The chemical
industry is to grow by 1q%, power generation oy 7.9, productlon
of steel by 7.8%, of rolled goods by 5.8%, of pig-iron by 7.3%
and of magnetite by 9.5%. Other raw materials have also been
assigned hi% er than average targets, Building is to increase
by 11%, 2 éenterprises, employing 15,000 persons, will be
closed and the staff transferred to establlshments working at
less than full capacity.

groduct1v1tg and emglogmenx

6. Product1v1ty in industry was not planned to, and did
not, increase in 1963. The total mumber of workers grew by less
than 0,1% to 2. Lh9 million, The 1964 plan provides for an
increase of 2. 8% in productivity(l) and of 1.3% in wages; the
industrial labour force is to increase by 99,000 (4%), which
secms inconsistent with the régime's efforts to return labour to.
farning.

Investment -

7. Although the investment plan for 1963 provided for a
decrease of 6% compared with 1962, this modest target could not
be attained. State capital investment dropped by 9% and '
investments in the co-operative and private sectors by 23%
resulting in an overall decline of 12%.

8., In 1964, the volume of investments is to go up by 14.6%.
Slovakia will have a much higher rate (20.8%), as a large share
of the resources will be put into the new East Slovak centre for
heavy industry, Kosice, which alone will receive Kcs. 1.8 bllllon(2)
in 1964, an increase of 60% over 1963. A consideragble sum will -
have to be allotted to the construction of a new wide-gauge rallway
line 90 km. in length which will supply Kosice with Soviet iron
ore. The 1ine is to be completed by May 1966,

ggriculture

O In contrast to the bad industrlal performance, agri-
cultural productlon seems to have been unexpectedly successful,.
a rare exception in the whole Communist world in 1963. According
to the plan fulfilment report, gross agricultural production grew
6-7%, thus nearly fulfilling the ambitious target and compensating °
for the poor results of 1962 (-6%). Total crop production ,
increased 15%. The followi increases were obtained by various -
crops: wheat 6,3%, maize BBn%%, potatoes 27. 8ﬁ, sugar beet 33.1%.
Vegetable production was about 15% higher than in 1962, while
livestock breeding dropped 1~2% and the plan for milk purchases
could not be fulfilled. Investments in agriculture fell by -some
18%, instead of rising 50% as originally plahned. :

(1) .Other statements give the following flgures' L. 3% in/_

.+ industry, 4.8% in building. s

(2) Rates of exchange for 100 Czech crowns: official £13.9
tourist g£7.0.

P T T .. s T T IR T R S S e e e e v he e o
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10, The 1964 plon provides for an increase in gross agri- -
cultural production of 6.5% (market production: +5,2%). . Grain
production is to increase 1%, meat L4.8%, milk 10.2%, sugar .
beet 7..% =nd fodder crops 8.8%, - A 20% increase in investment
is called for. 22% more fertilisers, 7> more tractors and
12 morc combine harvesters will be made available, and : )
40,000 hectares of idle land are.to be brought under cultivation.
More efforts will be made to attract young people to the villages,
especially by granting better . "material-incentives", though the
1963 drive was not very stccessful, as only 37,000 ycung workers
could be recruited for farming, instead of 'a planned 42,000, A 7~
premia system for milk deliveries for collective farms will be
introduced, and social security provisions for co-operative farm -
families have been improved with the aim of giving farm workeprs &
status similar to that of workers in industry. : ) L

Foreipgn trade

11, Czechoslovakia's foreign trade in 1963 was reported to ™
have increased by 8.7%, with exports rising 12% and imports L%, ‘
resulting in a trade surplus of $303 million, A 12% growth in"~
imports of foodstuffs was required in 1963, but other imports,
rose little, if at all, The plans called for particular eccnomy:
in imports from Western Europe and a rise in exports to redress .
the balance of payments., - In 1964, the overall volume of foreign
trade is to increase by 3.7 L : . U

12, Trade with dther bloc countries grew quicker than that
with Western countries (9% and (% respectively). The Soviet Union
will probably maintain or increase her large share in Czech foreign
trade (38% in 1962), = The oil pipeline to the Slovnaft works in
Bratislava has carried 5,75 million tons since the opening two years
ago (1962: 2,65 million tons, 1963: 3.1 million tons), and the - -
construction of the wide-gauge railway line to Kosice (see above -
Investments) for the .transport of iron ore will.further contribute . ;”3
towards an integration of the two economies. In a recent statement,
the Czech Government thanked the USSR for its "outstanding help" in
providing the raw material basis for the 1964 economic plan. =~~~

13, In 1964, trade with the "capitalist" countries-is to
increase faster (6.4%) than overall trade (3.7%). A recent
agreement with the Netherlands provides for the payment of -
compensation for nationalised property. In a two-year trade
agreement with France, an annual .increase rate of 10% has been
agreed on, with payments to be made in any ‘convertible currency -
instead of in francs. . Trade with Yugoslavia is to increase by
300> in 1964, and Yugoslav ports will be used to a greater extent.,

4. Czechoslovakia's trade with the developing couniri§§ is

.continuing at a high rate becausé of the relatively large voliume

of outstanding credits to developing coufitries. New oredit -
agreements have been concluded with India (%25 million), Indonesia,
Brazil, the Yemen,. Algeria and Burma(l). Trade with-:India is to
double by 1966, » SRR ToERE EE e

(1) see AC/89--WP/115
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Tourism
I i T A

15, The potential of tourism as an earner of foreign
currency seems to have becn recognised by Czechoslovakia in
Autumm 1963, Visas for Western visitors are being issued within
48 hours, and more than Kes. 2 billion will be invested by 1965 o
for the bulldlng and repalr of restaurants, hotels and camplng
sites.

Thé'budget

16, The' budget forecast -for 1964 prov1des for a revenue of
Kes. 130 L1l million - an increase of 3% over 1963 = and - = -
expendltuces of Kes. 130 318 million, Defence expenditures,
taking a share of 8,4% in th budget, will be reduced from.

Kes. 11,334 million in 1963 to Kes. 10,950 million, a 3, uﬁ
decrease,

L1v1ngfstandards

17, With an admltted increase in consumotlon of* only lﬁ in--
1963 and a planred growth in retail trade and consumption of
below 3% for 1964, no rapid increase in the comparatlvely high
standard of living can be expected in the near future(l).  House
rents, which at present cover only 62% of maintenance costs, havem
gone up early in 1964 in a move to lessen-the burden:of housing -

on the budget, which was accompanied by: an’ encouragement of prlvate

as well as co-operative house owhership, = This and the constant -
demand for .a "harmonisation" of production and excessive con-
sumption. make it not unlikely that the envisaged- far—reachlng
structural transformation. of the national economy-can only be
achieved at the cost of a temporary stagnation or reduction of
the real incone of the population. Popular dissatisfaction’
appears to .be widespread. N .

Economic reforms

18.  The economic measures taken in 1963 have generally:
tended to. strengthen control by the central a@thorities, and
particularly by the state plamming commission. A lively -
discussion is, however, in progress on the changes necessary in -
the planning model, one school of thought advocating more SN
effective central control, another a system relying more on
effective incentives and a kind of market mechanism to be ST
introduced at the enterprise level. Furthermore, instructions
have been issued for the elaboration of the general principles
of an e€lastic price policy which might lead to a reform of much
wider-scope than the changes already announced.

(1) The recently-announced "clearance sales" of some consumer

goods at prices reduced by 20% to LO% aim above all at
reducing unsaleable stocks,

-15- NATO CONFIDENTIAL. .
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ITI. POLAND

Population: 30,9 million
- Area: © 312,500 sq.km.

General performance

1. - The-Polish economy seems to have lost most of its -
impetus and to have some difficulty in recovering from the ., -
extremely poor agricultura¥ refults~ef*1962. The "provisional"
official estimate of a 5.5% increase in net material product in . '
1963 is certainly too optimistic if compared with the lower
results. announced for both industrial and agricultural production,
A figure of about L.5% would seem more realistic. A growth of -
about 3,6% is envisaged for 1964, T A

Industry - -

2 In 1963, the gross industrial production plan is claimed
to have been 100,.6% fulfilled - a 5.3% increase over 1962, and the
lowest rate of growth in recent years. For producer goods the
plan was overfulfilled (7% against 5.9% planned); but for
consumer goods, it was not met (2% instead of 3..%). This
pattern of growth left unremedied many of the basic defects of
the earlier development of Polish industry, and even accentuated
some problems. - The slackening growth rate was said to be due -
above ‘all to a sharp decline in the supply of agricultural raw-
materials after the bad 1962 crops and a decrcase in the import of
raw-materials resulting from balance of payments difficulties.,

As in previous years, the inc¢rease rates in the engineering,
electro~-technical, transport equipment and metal industries were
much faster than in industry as a whole, Light industry
increased its export production ¢onsiderably. Electric power,
iron and chemical industries did not fulfil their plans.  Home
building was said to have increased by 2.3%. -

3. For 1964, industrial output is to rise by 6.3%. . The.
production of textiles and leatherwear will grow more rapidly
than overall production, Above average increases are also-:
planned for the cheémical industry (11.3%), engineering and the

electro-technical industries (7.7%).- Cement output- will increase
1%, steel 5%, brown coal 21%, hard coal 1,3%(1)." - '

Productivity and employment

L. °~ Labour productivity imcreased by 2,7% but did not reach
the modest target of 3.2% because of a higher than planned increase
in industrial employment. The 1964 target has been set at L4,5%,
and higher productivity is to account for 70% of aaditional C

(1) For physical output figures, see Annex,

NATO CONFIDENTIAL -16~
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production, It secems that this target could only be reached if
a large number of marginally productive workers were dismissed,
which in turn would create an unemployment problem, and if the
new system of wage fund control introduced in Deccmber 1963
would have the des1red effect.

Invesbmenr

5. According to thc 1963 plan fulfilment report, state
capital investment amounted to Zloty 103.6 billio %l), an increase.
of only 3.5% over 1962, falling far short of the 8,3% target.

The share of net investment in national income thus dropped from -
19,2%% t0°18.,2%, the lowest-in any of the-countries undeér review
except : for the Soviet Occupied Zone of Germany. Little has so
far beenisaid about 1964 investment. The target seems to be an
increase of .a mere 1,7%, and a 330 km, gas: plpellne from the .
Soviet border to SllGSla, which is to go 1nto serv1ce 1n 1965, o
sccms to be among the maaor projects. '

'Agrlculture

6. Hav1ng fallen by 7. 8% in 1962, agrlcultural output ‘had -
been planned to rise by 6.3% in 1963. The actual increase, . .
however, was only 3.8%. Crops are said to have increased by
11.6%, - The government s .policy of encouraging wheat production .

‘resulted in a 15% rise in output; . potatbes and sugar beet - whldﬂ

represent about 30% of total out ut - had -excellent yieldsy '~ -
livestock production droppcd by 6.1% as the result of ‘the" bad ot
1962 harvest; the July 1963 census indicated & . L% dectihe: in
pigs and a 2.6% increase in cattle. . Meat production fell 7.6%
and milk output 2% o Total lnvestment in agriculture increased

by about 15% against 22,55 planned Credits to individual
farmers rose 10%, but only 3% more fertiliser wds applled 1n ‘.,
1963, a. fact severely criticised. by the Party. ‘ N o

7. For l96u,~ increase. of l lﬁ (i, e. insufflclent to
regain the 1961 levol) is planned for gross agricultural output.
The number of pigs is to rise by 5. 6%. . Investménts in agri-
culture are to rise by 24%, lZW more fertlllsers w1ll be suppllod.

Foreign trade

8. There was a marked slackening in the development,of s
Polish foreign trade in 1963, owing malnly to a slower growth of -
imports caused by the Polish Authorities' desire to reduce their
tradltlonal trade deficit. Exports are reported to have
increased by 7.5% to 1,77 billion, imports by 5% to $1.98 billion,
resulting in a trade deficit of 209 million against 214 million
in 1962. :The balance with "capitalist" industrialised countries

. was not 1mproved as had been hoped. The share of foodstuffs in
‘Polish 1mports has risen from 13.3% in 1962 to 15.L

(1) 100 Zloty = official rate: £25.0; tourist rate: gL.3.
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9. The 1964 foreign trade plan aims at a further improve-
ment of the balance of payments situation; total exports are to
incréase by 12.1% (by 20% to "capitalist" countries), and imports
by only 1.6%, thus reducing the deficit to about £100 million.
The export of machinery and installations, industrial consumer
goods and food products is to rise sharply. o

10, In 1963, Communist countries are said to have accounted
for 65% of Poland's foreigi trage=titfivter against 63% in 1962,
Trade with the Soviet Union accounted for 33,8% (Soviet Zone 10%,
Czcchoslovakia 9%, Hungary 4.1%, Rumania 2%) and trade with
developed "capitalist'" countries for 28% (United Kingdom 5.8%, - .
Federal Republic 4%, United States 3..4%).  Poland will continue
to import large quantitics of agricultural products from the West,
especially from Canada and the United States(l). It was recently
agreed that Poland will import LO0,000 to 600,000.tons of grain
annually from France during the next three years, A trade o
agreement with -Italy provides for an increase. of approximately 18%.
An associate member. of GATT since 1959, Poland has now applied for
provisional membership, to cnable her to participate in the
Kennedy round.,

11, Poland scems to have stepped up its trade with the
déveloping countries, which, in 1963, accounted for 7.1% of its
trade exchanges, and to have emerged as an important creditor,
Since ‘the middle of 1962, credits of close to 160 million have .
been extended by Poland, with Brazil and India getting the largest-
shares ($70.0 million and #32.5 million respectively)(2).. Trade =
withoénéia}is*to?increase by over.30% in 196lL, that with the UAR
by 5 Gy :.fv R . < ‘ N ‘ : . )

12, The Polish merchant fleet of 191 ships with a total of
1.2 'million tons dead weight earned a foreign exchange surplus of. .
over gU3 million in 1963, some 11% more than in 1962, Repairs
of foreign ships netted 19 million foreign currency zlotys.

13. _ 120,000 tourists are reported to have visited Poland in
1962, of which 90,000 came from Western countries, spending
33;2‘million'wcrth in forelign exchange. A new programme to
attract Western tourists was announced in January 196..

é/m’:}

(1) According to a statement of the Polish news agency, PAP, of .
L4th February, 1964, agreements were signed in Washington the
day before providing for the sale of (a) agricultural products

- worth $30.7 million on interest-free and long-term credits
(10 years' deferment, 30 years of reimbursement), the seventh
agreement of this kind since 19573 (b) agriculfural products

worth $30,2 million, interest-free, three yeaprs' reimbursement;

and (e) agricultural products of £30.0 million on cash and
© 18 monthly banking credits., ' ‘
(2) see AC/89-WP/115., ‘
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. The budget

14, The 1964 budget revenue is estimated at Zloty 275.9
billion, the expenditure at Zloty 271.0 billion. Defence expen—
ditures will increase by 2.1% (from Zloty 21.8 billion to

Loty 22.2 billion), nlthough they will form o snoller proportion
of the budget (8.2%3. -

Living standards-

15, Despite a claimed increase in rcal wages in the Socialist
sector of 2% and in personal consumption of L%, 1963 does not seem
to have been too favourablé a year for the Polish population, as -
the 4ncome of the peasants, who still represent néarly 50% of
Poland's working population, appears to have declined somewhat,
above all  as the result of & 50% increase in the price of coal and
considerably higher prices for gas and electricity as of April 1963.

Economic reforms

16. The new economic reforms seem above all to be directed
towards a reduction of excessive labour, and might result in a
wave of unemployment so far unprecedented in centralised economies.
The alternative - a consumer-oriented shift advocdted by the ‘
realists - seems to be unacceptable to the dogmatists, or
"partisan' group, which increased its influence on the régime,
Thus, the Polish model of relative "liberty" seems to be much
talked about, whilst little is being done about it. Many links,
economic and other, have ‘however developed with the West which
would be difficult to sever.,
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IV. HUNCARY

_ Population: 10,1 million’
“Areat’ + 93,000 sq.kn.

General performance

1, The Hungarian economy is developing more smoothly than -

those of most of the otheprceunbwiesswmander review. Though the
bulk of the reorganization of 1rdwstry aiming at the creation cf
bigger productive and. eccnonic units and of more direct
co~operation betwecn enterprises, was carried out last year, . - .
1ndustrldl performance does not appear to have suffered from 1t

2. Accordlrg to off101al ”prellmlnary calculations“

net muterial procuct in 19563 surpassed the results of the ppeeedeng

year by 55, On the basis of the plan target published so far, it

would seem as if a similar increase is being anticipated for 196&._

Induqtﬂv _

. 36 &ccordlng to the: plan fulfllment report gross 1nduerJal
productlon exceeded that of 1962 by 7% against an original target
of && which, as in most other coun tries of the region,; had been
reduced after the harsh winter. The ckemical industry grew
fastest (11%), with fersilisers up 165% and pharmaceutlcqls l&%m
The comparatively low increase in the engineering industry (+ )
is said to have been due, above all, tc a lack of sufficient :
orders, The light and food industrles increased by 6% and 8
respecuvively, Heavy industry reached only %, a con51derable
slackening if comparcd with previous achievements (1962: 10%).
The 1963 industrial construction plan was not fulfilled, because
of shortages of labour and building materials, and transport
difficulties, The reported increase was 5,9%.

L. Physical output figures, not included in the Annex,
were as follows: bauxite: 1,36 million tons (an 8% decrease),
aluminium: 55,500 tons (+5A), tractors: 3,100 (+22%),
buses: 2,375, shoes: 23.8 million pairs. The report complains
that unnecessarily large stocks of certain products continued to
accumulate as some enterprises produced articles wnﬂch did not
meet domestic and forcign market requirements,

5. The 1964 plan targets provide for another 7% increase
in gross industrial production, Faster than average rates have
been planned for building materials (15%), engineering (10-15%),

electric ower (10%), tinned food industry (10%) and the chemical
industry The highest rates of expansion are being envisaged

for internatlonally competitive industries, such as pharmaceuticals,
which in 1963 already accounted for 25% of all chemical production.,
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Productivity and employment

6., Productivity fell short of the 5.5% increase target,
reaching only 3.3%, the lowest rate for years, An unusually
high proportion of the rate of increase in industrial production
was therefore due to a growth- of 3,7% in the labour force which
totalled 3.2 million by the end of 1963, Lack of labour
discipline was gquoted as the main reason for low productivity:
"if educational methods and ‘the-withdrawal of material advantages -
fail to produce results, people may have to be sacked", says the
report., : '

Investment

~ 1. -Capital investment 4is said to have increased by 12-13% -
over 1962,  The distribution was LO% to industry and 20% -to :
agriculture, against previous shares of U4L% and 17%. The . -
investment plan for housing was not fulfilled. The 1964 plan .
provides for a 12% increase in capital investment, of which the.
c%emical industry, housing and agriculture will receive a large
share., : : : - : : '

Agriculture

8. The 1963 plan fulfilment report gives a preliminary
increase figure for gross agricultural prcduction of L4-5% over
1962, against an utterly unrealistic 14% target. - After three. -
years of decreasing or stagnaiing output, this would bring S
Hungary back to its 1959 level. It appears, however, that the
preliminary figure will have to be '"revised", According to the
report, production of bread grain 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%). However, the maize
crop rose 8%, exceeding both the plan.and the 1962 results.
There was a record crop of sugar beet (+28%)(1) and vegetables
(15-20%), the apple crop was outstanding and the vintage good.

The pig population decreased by 10%, cattle by L.T7%, without,
however, affecting the output of dairy products which remained
at the 1962 level, because of better yields. 1Investment in-
agrieculture was 31% higher than in 1962, the highest increase of
all countries under review. - ‘ :

9. The plan target for the 1964 agricultural output of
L4~5% is more realistic 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 chemical

e

1) 1In another statement, the increase figure was only 13%.
2) 100 forints: official rate 8.55, tourist g4.3. ..
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v e e “

10, . Foreign trade is receiving special attention in the
Hungarian pilan fulfilment report for 1553,  In the introduction
it says that "the growth of production, consumption and capital
investment went hand in hand with a large growth in foreign
trade'. Total trade turnover went up 11,.7%, but much faster -
with respect to Western countries (+#23%) than to Soviet bloc ..
countrias (+7.L%). Lungaity g exports-to Common Market countries '
orew 5.0, to other industrialised countries 2L% and to developing
countries 22%, and the share of Western countries in Hungary's
trade turnover increased from 28.4% in 1962 to a little over 31%
in 1963, The trade deficit necarly doubled (from gL8 million in.

1962 to 100 million in 1963 - see Table VI). The main categories

of exports were machinery and equipment 3L%; industrial consumer

goods 20%; foodstuffs 23%., Agricultural products and food-

stuffs accounted for LY% of Hungary's exports to "capitalist" - .
countries, Main imports included raw materials (50%), machinery fm5
and equipment (30%). . : . o '

11, The Hungarian import plan for 1964 provides for a 5.5% =~
increase, including 1 million tons of chemical fertilisers, = -~
(about 50% of internal consumption), large amounts of bread and .
fodder grains, and 10% of its electricity requircments via the- -
COMECON power grid. Exports are to increase 6.56 in 1964,
especially those "earning convertible currency", In the state-
ment on trade prospects, it says furthermore that “the time has ° -
come to improve our relations with the United States". According
to a recent five-year agreement, Hungarian trade with Denmark is .
to increase by 60% in 1964, by another 8C% in 1965 and at an 'even
faster rate .in subsequdént years.. The tradec with Austria is also .
to be expanded considerably. Trade with the developing countries
increased by about 25% in 1963, especially that with the UAR, to .
which Hungary had extended a credit worth 23 million late in 1942,

s

Tourism

12, During 1963, there was a rapid growth in tourism, No
doubt the Hungarian Authorities are keen to devélop the tourist
trade as .a source of hard currency. So far, howéver, thé traffic
appears to be developing in both directions. According.to the = .
plan fuifilment report, 572,000 Hungarian citizens travelled
abroad - about 100,000 of them to Western countries - whereas
585,000 foreigners visited Hungary. ' A '

(1) According to the ECE report for 1963, Hungary's foréign trade
yurnover was equivalent to over 60% of net material product

oo dn 1962: ~This would correspond to a share of-about P0% of-----
trade (in one direction) to estimated GNP. On page 7, ~
baragraph 9, of AC/127-D/128(Revised), this share was
eéstimated at only 13%, = ° o
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The budget

13, Budget revenues in 1964 are to reach Forint 92.9 billion,
an increase of 10% over 1963, Defence expenditures were reduced
by Forint 0.45 billion (from Forint 6,609 million in 1963 to
Forint 6, 163 million), reducing the share in the budget from 8% _
to 6.6%. The Defence Minister, in announcing this cut, addressed
himself especially to the NATO countries, stating that if they
would "set out on a road of guararnteeing a' lasting peace", Hungary
would be among the first to make even more 81gnificant cuts in
defence expendltures.

Prospects

1h. Hungary seems to have been the only country of the
region where the populatlon could enaoy a sizeable improvement in
its living standard in 1963. Real income was said to have been
up W on-.1962 for workers and employees, and slightly less for
the peasants., Retail trade, which was 80 up on 1962, is to

increase by 5. 1% in'196u.’

Economlc peforms

) 15. Though falthful to Moscow, Hungary is llkely to con-
tinue to go its own way in economic policy by paying more
attention to the needs of consumers at home and abroad, improving
quality and profitability. The reorganization of enterprises :
into large-scale units was completed in-1963. On 1lst January, 196&,
Hungaorian enterprises began paying 5% interest on fixed assets o
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 agriculture should also.eventually lead to a
satisfactory.performance of this least efflclent sector of the
Hungarlan oconomy. RN :
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V o . RU LL’L:E‘EH‘L

Population: 1899.million‘k
Area: 237,500 sq.km.

General performance

1. The rate of growth of the Rumanian economy which, in
spite of-its speedily devEéXoping Industsy, is-still primarily x
based on cgriculture, ceems to have slowed down scmewhat in 1963
in consequence of the bud agricultural performance of 1962,
According to the 1963 plan fulfilment report, net material product
increased by 7% over 1962, —

Industry

2. The reported increase in industrial production .of 12.5% -
was, as in the previous year, by .far the highest of the region, e ~
slightly exceeding the 12% target. The performances of “the first oL
four ycars of the current six-year plan show, however, a con-
siderable slackening of the rate of growth. The output . of. .. ...
producer goods went up by 14,3%, that of consumer goods by 9.3%.
More than average ‘increase rates were achieved by the chemical.
industory {20%), building materials (20%), power generation (18%),
timber (15%), clothing (1u%), enginecering (13%), glass and T
china (13%). =~ The production of fertilisers went up hl%, A

..drive to reopen idle wells resulted in the overfulfilment of the -

0oil extraction plan, - Output of crude oil rose by 3% from 3
11,9 million tons to 12,2 million tons. Other -physical output
figures for 1963 are given in the Annex, :

3., The 1964 targets include a growth of -13% for the = ©
production of capital and of 10% for industrial consumer godds.
Both power generation and chemical output are to increase 23%, - .
engineering 15f%, food industyy 11%, light industry 9%%. The Y
output of fertilisers is expected to be 1,1 million tons in 1964 o

§8§§%) and close tc 2 million tons in 1965 (a further increase of
/] .

Praductivitg and emplovment

B, Labour productivity was reported to have increased by 8%
in 1963, the best achievement of all countries under review, but
less than planned, The increase in the labour force was larger
than planned (5% against a 2.5% target). The plan figures for
productivity in 1964 are 9.3% for industry and 7.2 for building,

Investment

) 5. _ State capital investment continued to account for a
comparatively high proportion of national income. The total
volume in 1963 is said to have amounted to Lei 34.3 billion(1),

(1) 100 Lei = official rate £16.66, tourist rate £8.33
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an increase of %% over 1962, against growth rates of 1.% to 32%

in recent years. In 1964 state capital investment will total

Lei 38,8 billion, an increase of 13% over 1963, As in most

other countries of the region, Rumania intends to hasten the
completion of works already started. Investments will continue

to be mainly concentrated on the Galati:iron and steel combine(l). .

Agriculture

6. The ECE estimates an increase in global agricultural
output in 1963 of 3-5%, The official fulfilment report only
states that, despite the not very favourable weather, mechanisation
and agro-technical measures made it possible to obtain a 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 grain by 6% was compensated by a 22% increase in
the maize crop. =~ Sugar beet output increased 11%. The applica-
tion of fertilisers registered a record increase of 82%, though
the current rate is still the lowest in the region, and similar to
that of the Soviet Union (18-19 kg. per hectare), o '

7. From the little that is known about the targets for 196L,
it can be guessed that an increase of 12% is being envisaged. The
only official. increase figure available so far is that for the
supply of. fertilisers (+20%). - o

Foreign trade

8. Though the sensational increases in Rumanian foreign
trade (33% in 1960, 18% in 1961) seem to be a thing of the past,
the reported increase in 1963 of 10.3% is still one of the highest
of the region, A growth of another 10% is planned for 1964, .by
when the volume of Rumanian foreign trade is expected to have
doubled since 1959(2). There will be a further substantial
increase in the exports of chemicals, engineering, timber and
food products, and "producer goods" will continue to rank first
on the list of imports.

9. The signature of an agreement with Yugoslavia in
November 1963 on the joint construction of the Iron Gate hydro-
electric power and navigation system after more than three years
of negotiations, the linking of the power systems of the two
countries, the granting of credit facilities and the setting up
of a joint committee for economic co-operation inaugurated a new
and important development which will contribute towards making
Rumania more independent of COMECON economic co-operatiori(3).
According to the new trade agreement, Rumaniais trade with the
Federal Republic of Germany is to increase 30% in 1964.

(1) For details, see page 25, paragraph 11 of AC/127€Q/128(ReVi§ed).

(2) 1959 turnover: 1,024 billion, according to Polish statistics..

(3) A more detailed study of Rumania's rdle in COMECON is con-
tained in AC/89-WP/107/3.
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The budzel

10, The 1964 budget forecast provides for a revenue of -
Lei 92,132 billion, an increase of 12% over the 1963 resulte, and
a surplus of Lei 0,8 billion (against a surplus of 3,6 billion in"~
1963). ° Defencs expenditures in 1963 amounted to Lei 4,19 billioen,
or 5.1% of uhe budget., . They will decrease in 1964 to S
Lei 4.11 billion, thus representing only 4.5% of the budget.

Living stondards

11. With a claimed rise in real wages in 1963 of L.6%, it .~
would seem-as if the régime had decided to do something about a
higher living standerd in Rumania, which is at present about the
lowest of the region. -~ The significznce of this figure should,
however, not be overestimated, as 1t does not include the income
of the peasants. who represent 66# of the working population (the
highest share in the region). ' S

Teonomice reforms -

12, There are also signs of some new thinking -in the régime's
approach to economic problems, but the comparative backwardness and
the rather satisfactory performance of the country's economy appear
pot‘fo require as yet any economic reform of the kind envisaged or
introduced in the more industrialised countries of the region. :

a kS
s
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VI, BUL*’:}AR_ JA

?opulétion: 8,0 million -
Area~ ‘ - A1&0,900_sg;km4 ,

Gene“al periorﬂu1 e

15” A growth rate of 60 is belng clalmed for Bulgarlan net
material product in 1963,. a _figure which seems to reguire some
downgrading if checked against the increase figure clasimed for

agricultural production, - The 196& plan provides for a further
increase of 6.5%. -

Industrg;

2e Accordlng to the plan fulfilment report, 1963 gross,
industrial production rose by 10.4% over 1962 toa vdlue of
6 billion Levo(l), thus fulfilling the original plan and .over-
fulfilling the revised targets. Englneerlng is snid to have
increcased by 20.3%, fuel production 19,9%%, ferrous metallurgy 19, w%,

JCellulose apd paper 17,1%, chemlcals 16, Bﬂ, glass and china. 15.97

'and clecuric power 1%%

3. - In 1063, 1ndastpla1 production is to reach @
Leva 6,655 n m.l.ion, an increase of 8,8%, The output of heavy
industry will continue to top the list by an estimated increase
of over 26%, with a nearly-doubled pig—lron production and @ growth
rate for feP“OQS mctallurgy of LlL.5%. The target for the chemical
industry is 25.1% and the output of mineral fertilisers.is to be
doubled. - Other sectors with above-average targets include
building materials (23, 5%),,celTulose and paper (20.7%) and:

c¢lectric power prodaction, which is to reach 8.95 billion kWh, an
increase of 19%. . : .

Produc+1v1tv and employmenx

u.Aq Tne clazmed increase in productlvity of u.&% was
criticised as having been "considerably below"™ the. - growth rates
of previous years. Lack of labour discipline, an excessive -
labour turnover, frequent absenteeism and the wasting of
electrloity were sdated as the mzin rcosons for this "unsatis—
factory" situation.. A decree of Novenber 1963 provides for

~heavy penaities for managers who overstaif their enterprlses, set -

excessively low norms, hire workers who left their previous
employment without authorisation, etc. The 196l plan sets :
increase targets of L4.5% for productiv1ty in 1ndustry and 5 3%
for productivity- in bulldlng. ‘

(1) 100 keve = official rate #85.1, tourist rate Z50, 0.
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Investnent
——— R Lo S, e T

5. The largest growth of capital investment of all )
countries under rcview seens to have been achiéved in Bulgaria,
where an increase of 17.6% ovér 1962 has been reporied, Investment
continued to be heavily concentrated on four major projects:l.the
Kremikovtsi steel works, the Stara-Zagora chemical combine,  the
Marica-Iztok thermo-clectric power station and the Burgas oil
refinery, which are being equipped and financed to a large extent
by the Soviet Union. . S S

"6, According to the 196l plan, investments are to .decrease -
by 7.5%. The report says that in 1964 accumilation will reach
03 .1% of net material product, as against 25-28% in the past, ... . -
Priority will be given to the development of engineering, the -~ 7
light and food industries, and the production of electric power,
The plan furthermore provides for the construction.of a power - - - -
transmission line to link Bulgaria with the COMECON electric -
power grid. - . .. Lo T

" 7. _After the completion of the first construction stage of .
the Kremikovtsi iron and stéel combine, probably at the end. of 1904,
annual production figures will be as follows (in million tons; in
brackets total Bulgarian production in 1962): pig-iron 1.12 (0.5),
steel 1.25 (0.4), rolled steel 1.0 (0.3). After the second con~.
struction stage, the output will be tripled. P

Legrioulture

8. Th¢ severe winter and drought were again made responsible
for the non-fulfilment of the ambitious 17% increase target for -
agricultural prdduction in 1963. . The official estimaté is.an
incredse of O,4% over 1962, a very unsatisfactory result.for a . -
primarily agrarian country which has faithfully imitated all
organizational measures of the Soviet Union without the expected ..
results, The wheat production was reduced by-10%, but, thanks "
to a 155 increase in the maize crop, total grain production
remained at about the.1962 level; the beet crop was reported.to. .
have bcen.13.3% up on 1962,  Cattle herds seem to have declined

further, but the number of pigs and sheep continued to grow.

9... The target for 1964 is 8.6% and grain output is e
expected to increase by L20,000 tons over an unrevealed output in
1963 (production in 1962 was L.L45 million toms), . 218 thousand tons,
or 385 more feértilisers will be given to agriculture (expected, own
production in 1964: 190 thousand tons).and investménts in agri-.
culture "'will amount to Leva 380.5 million. . Higher prices will be .
introduced for tobacco and potatoes, together with new incentive
measures to promote production on individual plots,

C e e B L I S

., -
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. Foreign Trade

10. As in 1962, Bulgarian foreign trade turnover had the
highest growth rate of the region (+13%), though exports increased
only half as.quickly as imports (8.5% and 16.7% respectively -
see Table VI). The visible trade deficit rose from g12 million
in 1962 to S?? million in 1963..  In 1964, exports are to increase
by 7.1% - the export of mach1nery and equipment alone by uO% -. and
imports by. 3:7%. - . - ‘ A _ '

11, In 1963, 82 9% of--Bulgaria's forelgﬁ trade was exchanged”‘
with Gommunlst courfrles, and the Soviet Union continues to be '
Bulgaria's most. lmportant trading partner, In a long-term
agreement s1gned in January 196li, the Soviet Union has granted
Bulgaria a loan of 300 million roubles in the form of equipment A
and technical support for the completion of the projects mentioned:
in paragraph 5 above(l)._

12, -~ The most.lnteresting development in trade policy seems
™ to be Bulgaria's new attitude vis-a-vis Western countries. ~ The
~ setting up of. a special foreign bank in Sofia and recent trade
agreements show that the necessity to import. technology and
foodstuffs from the West have convinced the régime of the.
advantages of expanding trade relations outside the Communist
rea. Trade exchanges with Italy will be nearly tripled; a i

three-year trade agreement with the Federal Republic of Germany,
Bulgaria's principal Western trade partner for-years, provides

for a doubling of future exchanges,_ trade with Turkey is -
expected to increase by 50%; a restitutlon agreement was 31gned
with the United States; negotiations with Greece started in - )
April 1964 after protracted preparat1ons, S

: 13. Trade relations with developlng countrles are also L
improving, . Credits have been extended to Algeria (56 5 million) °
and Tunisia; trade with India is to increase by 40% in 1964 and
by another 65% in 1965,

1k, Tourism is being stepped up and might prove to be an
important SUuroe € of convertible currencies. According to a
Western estimate, 20,000-30,000 Western tourists paid about
#5 million in 1962, a figare which -is believed to have been
considerably surpassed in 1963. A tourist rate of exchange was
recently introduced, reducing the value of the Leva by 70%, and
the government seems to be willing to grant five-year credits of
up to 500 to citizens who want to let rooms to tourists.

(1) According to Radio Sofila of 18th Pebruary, 1964, Bulgaria has
received from 1947 to 1963 Soviet long-term loans totalling
Roubles 1,200 million, or about one-third of all state
capital investment. )
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The budget -

i5;’» Théffevcnue ofvthé*Bulgaridn'stage budgst is to decrease
by about 10% from Leva 3,257 miliion in 1963 to Leva 2,938 miilion .

in 1964, = The . official explanation for the decrease  is that as
from lat Jonuary, 1964, the budget would only account for "the |
aifferences betwecen income and expenditure" of foreign trade
enterprises, and apparently no longer for their total turnover,
Defence expenditures are to be reduced by 12.5% - from. -
Tova 207 miilion in 1963 to Leva 260 million (about 9% of the
budget) . It has been reported that a reduction in the size of
the army was under considepration for economic.reasovrs.. =~

Pnosgééts“

15, Bulgarian leaders admitted that living standards of the
population did not increase much, if at all, in 1963,  They
showed, however, great eagerness in announcing increases of 5% in -
real wages and 7,5% in consumption for 1964, - The discontent of
the population seems to be Iincreasing, and the régime can .
apparently no longer disregard their requirements to the same
extent as. in_the past. - .

Economic reforms -

16. As in Rumania, ond more or less for the same reasons,

major economic reforms do not seem to be contemplated in Bulgaria~~“

for the time being.: - The incentives for farmers described in
paragraph 9 above indicate,. however, a somewhat less rigid
attitude, Though the régime will also in the future depend
heavily -on Soviet assistance for its economic development, the

new trade policy towards Western countries (see paragraph 11 above).

might eventually result in an attenuation of this dependency.
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| IBILE L
'NET MATERT/T, PRODUCT(4)

Rate of increase in % of previous year

=
-]
<&
I—
)
2=
-
==
E - 5 N
= 1960 | 1961 | 1962 ° aema}_%%lan 232?;
éﬁ Soviet-Occupied ‘ - -
—  |%0ne of Germany [ L.6 37 | Le2 3.0 5.5 3.8
V4 Gzechoslovakia 8.0 7.0 | 1.0 kL.0(2) 0 3.6(4)
w |Polend Le5 | 7.2 | 2.0 }5.5(3) | 5.2 3.6 .| -
0_2 Rumania - 8,0 { 10.0 L.5 17.0 13.0 | 12.0(5) |
= ) lHungary 10,0 { 6a1 | L7 5.0 7.51 6.5 |
' Bulgaria 6.8 2.8 6.2 16.0 14.0 6.5 |
3’&3£‘dﬁ§.a 3.0 5.8 8.0.°18.0.. 11.0 -10.6(5) 1
Total Bastern :
_ Burope _6'Q . 6.0 3.0 }13.0 -

(1) Scurcces for all tables (if not otherwise mentioned): plan
fuifilment reports for 1963 and plans for 196L; Economic
Survey of Europe, 1962 and pre-publication text for 1963,
ECE, Genevme. The figures for 1960, 1962 and plan 1963
vary insignificantly from those given in Teble I of the
Annex to AC/127-D/4128(Revised).
ECE - estimate.
The official "provisional" figure of 5.5% does not secm to
correspond to the results annodounced for industrial and.
agricultural production. S e e -
/nother figure announced is 1.L4% (see comment to 3).
Economic Directorate's estimate,

&
6
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TABLE IT

GROSS_TNDUSTRIAL PRODUGTION

Rate of incrcase in % of previous year

e -

1960+ 195 ! L (1963 1964

| 1960:;_??01 .LT?62 actva13r plan | plan
Soviet Zone of i
Occupaticn. of L & - : E

* Gernany | 8.2 5.9 6.2 L.9. 6.1 5.7
:Gzeéhnslovakia 11.7 | 8.9 6.2 | 0.6, 1.0 3.6 .
Poland 11.1 | 104 | 8.4 543. 5.0 6.3(1)
Rumania 16.4 | 15.3. ,m.,a 1245.-::] 12.0 | 120(2)
. Hungary 12,8 : 11.0 9.0. Te0. - 8.0 4D
Bulgaria 1343 § 11,7 [14.0. | 104 * | 10.0 8.8

{ Iberda 1Me27] 7.2 | 6.k 6.7 |- 5.3 |..6.5
Total Eastern’ | : ‘ N L~
.L:'L..I‘O"je i 1100 . —9-3-- 850 '5.0 iS! Ehs 5;8 = 6914- .

2
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}ncreases of 7.8 and 6.7 have also been mentioncd.
3.0 for producer, 10,0 for consumer goods. "
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TABLE IIT
PRODUCTIVITY
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ANNEX to

G/ 809-b/121 (Revised

Rate of increase in % of previous year

y oci 1963 1961
-} 1.960..‘ - 196’2_.“ 1962 Tl ] pien] plan
Sbviet Zone of 8 | |
Occupation of 1 T S
G’ermar[y : : 7.’-‘- i 5.3 : 606 : 6-5 702 .- 6,5
Czechoslovakia 7.0} 5.4 3e1:f.-1.0 0.7 2.8
POland. ‘ 10.7 - 6;7 B 3.2" . 207 3.2 )-I-o5 .
Rumania o 1411 . 605 : I-l-.}-l- ) T2 94»3 9.3
Hungary .. 5.9 1 7.0 5.5 3.2 5.5 3.6
Bulgaria _ 2.3 U 952 - 798 LL.6 . 6-1 )—I—.5
Alvenia ~ " 9.71 "5:0 {2=t4.5) n.a.’ |7 n.ad  “n.a.
T "
Baterestera 7074 5.8 1 L 3.2 4a5
-33- NATO CONFIDENTIAL
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Rate of increase as % of previous yeap

'—314._‘-

TABLE IV ©

INVESTMENT(1).

. . = r ¥ ""—“— 1963 . 1961‘4.
1960 1961 | 1962 g e o
Soviet Zone of
Cecupation of ;
G‘erm‘aﬂy . 1005 . 300 A1 0_3 . 205 - 50L|- 606
| Czechoslovekia | 12.5 7.0 | =5.0} «12.0(2)| -6.0 | 14.6 v
Poland | 6.5 75 | 11.0} 3.5(3)F 8.3 [ 1.7(5) |
Rvmania 32,0 ‘| 24,0 | 14,0 9.0 | 12.0 | 13.0
Hungary 13.0 #10.0 | 16.0| 412.5(4)|] 9.0} 12.0
Bulgaria“ 16,0 6301A Ll-oo i 1796 ) : 5.0 "'705 o
Albenia | 6.5 | 6.7 | 7.0{ 7.8 | 6.,0| 12.0

(1) In the case of the Soviet Zone, Ozechoslovakia and boland:

total investments;
investments in the Socialist sector;
state investments,

investnent.

for Hungary, Bulgaria and Albania:

(2)

ECE Report 1963, Table 16).
(33 Investments in agriculture: 15%.
§4 Investments in agriculture: 31%.
5) Other sources given targets of 3.

EATQ CONFIDENTIAL

-3l

for Humenia:
The figures for Hungary exclude private
houvse building, those for Rumania exclude co-operative farm

7% or 7.8%.

total

;n Czechoslovakia, state capital investment declined 9%
investments in the co-operative and private sectors 23% (see

total
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TABLE V
GROSS AGRICULTURAL PRODUCTION

Rate of increase as % of previous year

NATO CONFIDENTIAT

ANNEX to
AC/89-Wp/121(Revised)

Soviet Zone of
Occupation of
Germany

Czechoslovakia
Poland
Rumenia
Hungeary

- Bulgeria

Albania

| 1960 | 1961 | 1962 actua1953plan:47;§gg
1 4
- ; {

1046 } 1121 101 1.0(1) } n.a. 1.3(1)
7.0} 1.0} 7.6 | 6-7 9.5 | 6.5
St 104 | ~8.5 § 3.8 5.8 101
146 860 | ~8.9 | 3-5 { 17.0 | 12.001)

~5.0| 07| 146 | 45 f 13.0 F 4.5
343 | =345 ;’ b2 | Ol 17.1 } . 8.6

“7.0{ 1147 ['10.0°} 8,0 = §'22.0 | 13.4

-

i

(1) Estimate by the Economics Directorate.
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TABLE VI
FOREIGN IRADE

Percentage increases over previous year
Values (in current przces) of total exports and imports
Visible trade balance .

a
b
- {c

-9€~

(a) Percentage increase (v) Value(l)i te) Zgzégie fyade
1960 | 1961 | 1962 aé%ué%ﬁssflah, ~§§S%$ 1962 | 1963 | 1962 | 1963

Sowupetion of exp{ ¢ o | 3.2 | Ll| 23.5 | 15| 8.8 | 2,375 ] 2,671 g
Germany impd U7 1 2.1 7.0 3,6 L - 17.7- | 2,371 2,2873' +h +354
ot el |65 | 13| 2| - | o | 5| ) e | o
Foland iﬁﬁ:’wo 28 |21 | 53| 58| tHe 3:2%5’. 157d] e | -209
Rl R o U R I R I et Bt o B
e b |25 25| s | oo s |35 v | | o
N ECUI B S A Y B o B B e B 1 2 R ER B
Albania fﬁg 8.7 1-10.9 | n.a. lg:g ?6:& 1%.0

3

In million United States &
Estimate by the Economie's Directorate
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E; TABLE VII ‘
Eg " PHYSICAL QUTPUT OF MAIN COMMODITIES
= éag 1963 éactual)
§ b) 196k (plan)
D . GermaI]y eV N . - N -" ’ BU.l-
S | | Unit S. Zone Cv_zecl.l.» f?pland ‘Rumanlraw Hmlgar.y garia
= [Electric Eag m1idd 47.7 [29.9 | -37.0 | 11.7 | 9.7 7.2
Z pOVVeI’ _ b 1 kwh 51 «0. 322 _ L.-O 0 1 1“-03 ) _'_0'6“ 9.0
= Coal (in h.cuiag m | 78,8 169.1 |{118.0 | 6.2 | 19.7 | 11.6 |
% Jequivs,) (b)]|.tonms| 79.4 }[69.3 {120.0 ] 22,0 | 13.5
=" ,QﬁmaoiLv.gaKA.m o} - | cee2 pa2.2 - 4.8 0.34
. o . b)} tons| - " 12. 5* S
= INat..ges . . Eag miza) "3.5% | - |- 1.0 100 | 0.5% |
= ' . (b)| cu.mf : Dt A1.0% - -
= | | _ | — ., ‘
©2 |Iron ore . W_.a;, m o[ 1e7% | 1.2% | 2,6 2.3 | 0.2% | 0.7
8 |pig iron Ea) m | 2.2% | 5.5 Bl [ a7 boquset oin
Q A _ b) ‘tonS_'_ ot 5-9 506 . ‘ RS
= lerude steel. [ X I 2.7 - -2: T 0.5
e b (b f 841 Bk | 2,9% [ | 045
% g'Cemen'b éag ' m 5.6% | 5,18 T-7 } L4 1.8 De2
ng} ' b)| tons 5.3% 8.7 5al% 2.0 | 2.7
O Fertilisers (a)] m F 1.0% | 0.36 | 0.6 | 0.h 0.9 0.17
% (W+P205 ) (b)!] tons 0.43 0.7 045 | 0.28
&) Roiled Steel zag m} 2.9 | 5.1 5.5 1e9 1.7 | 0.35
E~ B b)| tons 6.4% 5.7 2,0% S 0141
==} Grain a% m | 5,9% 6.0 1L|-‘5 100’4 508 )-l-aLL*
=5 .
: lof whichs éag- mf 1.3% | 1.7 3.1 3.7 1.6 1.9
a fwheat ~ (b)| toms ' 1.8 | “
E ipotatoes gag m 13.14% S Ll .9 27 1.9 1272
7 ' b)| tons 6.,8% | L0.3 ' E
7)) | 4
< sugar beet gaz m | 5,0% | 7.7 10.6 2.4 1 3l 1012
d o (b)! tons| 8.3 11 .6 ] ! |
g # Estimates by the Economics Directorate according to 1962 results,
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Unit

Germany
-S. Zone

Czech.

Poland

Rumania

Hungary

Cattle

ﬁ“"
| headf}

Lia6

o8
10.0

2.4

1.9

Pigs

Pl m\
head

“94‘:35%«72 45

SeBrigsddol |
T ] 12.0%

2.3

7"0

Eheep - -

g i1

head

Og?tr' 

3.4

633

300,' ¢ "

Hoat . .

+tonsi

046 -

4 .0-.

11
1,0

03, ).

Milk

m

- Beb -

L.O*

3.5 -

12.2
12.6

56|

Svgor -

tons

m

-tons|

0,7% |

1.0 |

1%

_‘»5

‘3uf‘

O0u3

0.38

Eggs: -~ -

units

- m

. 3.6%

2l

6.0

567-|

246 -

,.148.'

Tobaceco .- - .-

{4,000} ...
bons |-

6.0%

L5 . 0]

2u6%
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