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Note by the German Delegation

I, INTRODUCTION

This report is to supplement document AC/89-WE/16L dated
lst and 1Lth June 1965, There are no essential changes in the basic
data of the above document and its enclosed tables. Bulgaria’s
population has reached 8.29 million in 1966. The Bulgarian govern-
ment estimates that this figure will attain 8.6 million by 1970
The aims and methods of the economic reform are now more clearly
discernible. Information on these reform measures has thus been
put at the head of this report. The targets of the 5th Bulgarian
Five~Year Plan (1966 to 1970) have been given particular attentiona
The last part of the report contains a short summary of the main
results and certain conclusionss

IT. PR&ESENT SITUATION AND AIMS OF BULGARIA’S ECOHOHIC RisFORMS

2 The reforn programme of the Bulgarian economic system
which has been under discussion since the FPlenary Session of the
Communist Party in lMiay 1963 has been implemented slowly and with
much hesitation. A4s early as in l9b3, the new economic planning
and control system has been tested in several experlmental enter-
prises. In Jamapry 1964, the Council of kinisters decided to intro-
duce the new eccnomic system on a tentative basis in approximately
50 state factories of various industrial brenches as from April of
the same year. ZEncouraged by the results, these experiments were
extended in 1965 to entire economic branches (in about 300 factories).
The dig~mssiors - which had been postponed several times - on the
theses csoverning the new econcmic planning and control system
submitted by the Politbureau of the Central Committee in December
1965, were finally held, at the party plenum in April 1966. After
extensive final discussions at this meeting, the economic reform
dircctives were approved and the Politbureau instructed to work
out the final version of thenew sysftem. However, detailed imple-
menting instructions with respect to thesec reforms have not been
issued by January 1967, although the new cconomic system is to
b;c;me effective progressively for all economic branches as from
lOa
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3, The reorganization of the existing economic system is
charactericed essentially by three reforms:

- the introduction of the new system of economic planning
and control (see paragraph L)

-  the reform of the wage system (see paragraph 5)
~  the price reform (see paragraph 6), ;

As a matter of principle, the socialist ownership of the
means of production will be maintained under the new economic
system, and the economic plan will continue to be the most important
instrument of control of Bulgaria's economy.. All great investment
projects, the mroduction of basic materials, the purchase of the
most important agricultaral products, the distribution of raw
materials and bottleneck products as well as exchange control in
foreign trade continue to mmain under strict central planning,

ly, However, the chief aim of the planned reforms is to do
away with the unfavourable effects ond the retarding influence
which the existing economic system exerts on the development of
Bulgaria's economy by the elimination of the excessive concentration
of responsibilities and a relaxation of the too rigid and detaliled
planning system, ALccording to the Central Committee theses, the new
economic system will take economic principles into considerction |
more than before and use economic incentives and other means '
improve labour productivity and thus the cost-effectiveness of the
entire economy and, finally, achieve a substantial increase of
the standard of living of the entire population,

5., The new system of economic planning and control is to
replace the present "command" economy by "control economy'. In
future, the state will control the implementation of its economic
policy by its organs (ministries and/or committees of the wvarious
cconomic branches, the so-called "branch committees") in a more
indirect way. It will co-ordinate and supervise the planning and
the fglfilment of the plan on the part of the industrial
associations (concerns, trusts), and enterprises and control their
economic situation and the quality of their products with the means
at i?s disposal. Government contracts, taxes, the granting of
credit., price and wage fixing will be the means of indirect control

4

by the state organs over the various enterprises. -

6. However, the greater independence of the individual
entérprises pPlanning under the new economic system will again be
limited to a certain extent by the fact that they will be combined
%nto 1n§ustrial associations which will be directed by an
'Economlc.Council" headed by a general managcr., The general
manager will be appointed by the government, vhile the other members
of the annomlc Counecil, the directors and managers of the various
enterprises, will be appointed by the ministries or branch committees.

NATO RESTRICTED _ —Dem




PUBLI C DI SCLOGSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

B

-3 = NATO RESTRICTED
AC/89=/P/210

T The industrial associations will comprise elther
enterprises belonging to similar branches of production by
virtue of the inter-relationships between their production
lines or enterprises belonging to the same branch of production
in view of their similar interests. The work of these
industrial associations extends to production, technoclogy,

projecting and design, research and sales, The industrial
associations are cntitled to conclude export and import
contracts independently. They decide the direction of the

activities of the enterprises under their control and the
degree of their legal and economic independence, but they are

not authorised, for instance, to redistribute the profits and

losses .of the enterprises under their control. The industrial
associations are working, just as the individual enterprises,
according to the principle of economic accounting and are
responsible for the fulfilment of the contracts signed by them.
They depend on the profits made by the enterprises under their
control which contribute fixed amounts from their profits to
the fund of their industrial associations to finance the
measures which are of benefit to the enterprises under their
control, such as research work, introduction of new
technologies, reconstruction mecasures.

8. The individual enterprises are directed exclusively
by a directora He is assisted by the production committce
(industrial committee, factory council) which consists of
members of the workers' collective. The latter has only a
consultative function, and its responsibilities are still
limited since the implementation of its decisions is entirely
a matter for the director. A more direct participation of
the production committee in the work of the enterpri.ec is being
widely discussed and dcmanded.

9. Under the new system, the individual enterprisc no
longer has to fulfil a planning target dictated by the state,
but for a2ll essential goods the state will placec binding
annual contracts which are to cover the basic requiremcnts
of the home market and the export. trade. Taking into
consideration their own econonic necessities, the individual
enterpriscs and industrial associations will co-ordinatc
their own plans with the government's contracts. The
responsipility for the working~out of the national cconomic
plan will in future lie more with the individual enterprises
and the industrial assoclations. :
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10. The share of government contracts in total production,
however, varies a great deal in the different economle branches;
in the glass industry, for instance; it is only ULO per cent,while
in the heavy and basic products industries it may reach 95 per
cent.For the heavy industry, therefore, there has been little
change under the new economic system as far os its economic depen-
dence from the state is concerned., As for enterprises of other
industrial branches with a smaller share of government contracts,
their toekings will be quite closely controlled by the state which
will use the means mentioned above, such as flexible taxes,credit
interest rates, depreciation allowances and wage fixing.However,
greater independence and freedom of action of the individual en-
terprise is ensured by the fact that the prices of products in
excess of government contracts may be negotiated frecly between
producer and customer (commercial enterprise).The smaller the
share of government contracts in totel production, the “crger is
the economic freedom of action of the individual enterprise.

11 The revenue left to the enterprise after the deduc-
tion of all expenditures will be transferred to various funds
earmarked for specific purposes which can be used by the enter-
prise only in accordance with the established purpose and is to. .
ensure the self-financing of the enterprise. Any residual profit
still remaining is to be distributed to the workers as their
share in the profit. Thus, the earnings of the workers will de-
pend directly on the economic success of the enterprise, Up to
now, however, the average annual profit bonus which is graded
according to the performance and position of each employee, has
been less than one month’s wages. ‘ ~

124 The wage reform is to be carried out in stages and
completed by the middle of 1967. 1t provides for more numerous
wage scales than before and tekes the gualifications and training
of each employece into consideration more than before. In general,
wages and salaries are to increase between 9 and 20 per cent as
a result of this reform.

130 The planned price reform is 2lso to be carried out
until mid-1967. It will only concern factory prices. Retail
prices will not be involved, they are under no circumstances to
be increased but rather reduced. The main principle of the new
price system is the accordance of the price with the "“economie
value"” of the product, When establishing the new ex~factory price,
greater consideration is to be given not only to the actusl pro-
duction costs but also to the technicel progress and the price
Situation on the world market. There are three price groups, as
in Czechoslovakia. The state will fix the prices for 21l essential
items such as producer goods and certain consumer goods. For a
second group which comprises a much smaller part of the total
Production in terms of value, but a great variety of products,
contrect prices may be negotictcd between the producer aond
the traders within the price limits laid down by the state. Prices
in the third group, that of non-essential products, are free,
bu? the state will control them in order to prevent unjustified
price increases which might arise as a resuli of 2 monopoly or
a lowering of quality and, if necessary, will fix new prices if
the interests of the state or the consumer are being neglected,
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14. The Bulgarian economic reform will not reach the extent
of the reforms introduced in other COIECON countries, such as the
CSSR or Hungary, but will generally be closer to thc Soviet model.
The reorganization of the present cconomic system 1n Bulgaria may,
therefore,by no means be regarded as a drastic reform which will
replace the 0ld system by something completely new but rather as
a perfedtion of the existing system or a cautious modification of
the centrally-planned economy. The setting up of the plan on the
enterprises’ own responsibility, their self~financing and the
application of economic accounting will give then greater inde-
pendence and freedom of action than before. The introduction of
profit sharing which has up to now been granted only to the lecading
personnel will, apart from the old bonus system, increase the mate-
rial interest of the individual in production.

15« One of the reasons for the hesitant, cautious and only
gradual implementation of the Bulgarian reform programme may be
that the differences of opinion within the Bulgarian leadcrship
regarding the extent of the economic reforms had not been overcome
at least until the party plenum in April 1966. The widespread
opposition, especially among the older generation of functionaries,
who are afraid of losing some of their former power as a result
of the new system, has been only partly overcome, notwithstanding
the favourable results reached by the experimcntal enterprisese.
Moreover, the desire to adapt the Bulgarian economic reform as far
as possible to the Soviet model has delayed its implementation.

ITI. DEVELOPMENT OF PRODUCTION IN BULGARIA

The Gross National Product

16. According to Western estimates, Bulgaria’s GNP has -
devcloped as follows ¢

Bulgaria’s GNP _at market prices (1,000 million US §)

1960 1961 1962 1963 196L 1965
LI».B L}»A9 5915 50Ll- * 5o6 *® 509
Based on AC/89-D/40, AC/89-VP/191 # estimated

The Gross Material Product

17. The gross material product shows substantially higher
rates of growth. During the fourth Five-Year Plan (1961-65) the
gross material product (calculated in currcnt prices) increased
from 10,310 million leva (1960) to 13,490 million leva in 1964 and
to about 15,570 million leva in 1965. The total incrcase was
therefore 51 per cent. Calculated on the basis of fixed prices
the increase is smaller by a few per cent. In 196l, the share of
the socialist scctor in the gross matcrial product was 93 per cent
which shows that the non-socialist secetor of the economy now only
plays an insignificant r8le. The sharc of industry in thc gross
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material product has risen from 58 per cent (1960) to 61 per cent
(1964), the share of agricul ture has decreased accordingly from

2y per cent (1960) to 22 per cent (1964), During the fifth
Five-Year Plan (1966-70) the gross material produict is to increase
by 56.6 per cent, the share of industry in it is plonned to amount
to 65 - 70 per cent.

Net Material Product

18, According to official statistics, the net material product
increased during the fourth Five~Year Plan (1961-65) from L ;89
million leva (1960) by L7.8 per cent to 6,636 million leva (1965).
According to the original plans, the net material product ras to
increase to 7,450 million leva until 1965; this plan was later reduced
to 2 60 per cent increase which was also not reached (at current
prices), Calculated on the basis of fixed prices, the net material
product increased by 41.5 per cent from 1961 to 1965, so that the
average annual increase was ¢,2 per cent, , o

19, In 19¢6, Bulgaria's nct material product increaced by 8.3
per cent (at current irices) to 7,184 million leva, Calculcted in
fixed prices, the 1966 incarease was 11 per cent snd the velue of the
net material product close to 7,000 million leva (1960: 4,457 million
leva), 75 per cent of this increase isdue to higher labour
productivity. For 1967 an increase of 10 per cent of the net
material product is planned which would mean an increase to 7,900
million leva (at current prices), In total, the net material
product is to increase to morc then 10,000 million leva during the
fifth five-ycar planning period (1966 - 1970), the average snnual
rate being 9 - 10 per cent,

20. The per-capita amount of the net material product which had
grown during the fourth Five-Year Plan from 571 leva (1960) to
809 leva (1965) (at current prices), reached 866 leva in 1966 and is
to rise to 1,100 or 1,200 leva by 1970, Compared with 1960, the
per-capita amount would thus double,

21, In spite of the fast growth of the net material roduct, it
cannot be expected that thc gap between Bulgaric and the industrial
COMECON countries ( Soviet Zone of Germany, CSSR), vhere the rates
of growth are much lower, will be closed in the necxt fcw ycars.

22, In 1964, the share of industry in the net materizl product
has been L5 per cent, of agriculture 33 per cent, By 1970, thc share
of industry is to be extended to 52 ~ 53 per cent, In 196L, the
share of the socialist sector in the net material roduct was 90
per cent, i.e, 60 per cent state enterprises cnd 30 mer cent
co-opcratives., In 196L, 31 per ccnt of the net material nroduct
were used for.accunulation (investments ami stocks) and 69 per cent
for consumption, By 1970, consumption is to increase to 73 per cent,
but even then the accumilation rate of 27 per cent s till oppears
rather high in comparison with more industriclized countries,
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23, In 1966, the consumption fund had increased by 8 per
cent compared with the year before and thus reached a per-
capita quota of 629 leva (prices as on lst January, 1962).
Almost 90 per cent of the increase of the net material
product during the fifth Five-Year Flan (1966-1970) are
to be the result of increased labour productivity.

Gross JInvestmerts

2, The major part of the accumulation fund of the net
material product is being used for investment purposes.
During the fourth Five-Year planning period (1961-1965), about
7,500 million leva were invested into the Bulgarian economny,
of which 4,841 nmillion were limited and 2,650 million non-
linited investment funds. The main share of capital
investments, almost 3,500 million leva (46.7 per cent) went
to industry, 1,750 million leva (23.4 per cent) were sncnt
on the development of ggriculture.

25, In 1966, 2,050 million leva were at the disposal of
the econony as a whole, of which 1,602 million for limited
and 448 million for non-limited investment funds.

26, The economic plan for 1967 provides for gross
investments oi 2,533 milliion leva, of which 2,028 million
are limited and 505 million non-limnited capital investments.
[ 27. In total 13,000 million leva are to be made available
for the development of the national economy during the fifth
Five-Year Plan (1966 - 1970), of which 10,000 million are
‘limited and 3,000 million non-limited investment funds.

“From this total investment, industry is to reccive 6,700
nillion leva (52 per cent), 5,900 million of which as
limited investment funds, while 2,350 million leva will be
invested in agriculture, 1,700 million in housebuilding
and 1,100 million in transport.

28. 0f the industrial capital investments, 1,670 million will

go to the development of energy production, 1,420 million to the
expansion of the chemical industry, 940 million to the metal-
processing and engineering industry, 862 million to black
metallurgy, 326 million to the non-ferrous metals industry. For
the consumer goods industry (light industry and food industry)
there are 800 million leva and 313 million leva for the expansion
of the building material. industry.

In stry Development

29. During the planning period of 1961-65, incustrial gross
production increased by 73 per cent (planned 70 pcr cent), the
average annual growth rate being 11.6 per cent (prices as on _
1st January, 1962). The share of industry in the gross material
product was 61 per cent in 1961 and in the net materisl product
L5 per cent (46 per cent in 1965, 47 per cent in 1966).
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30, The more rapid growth of produccr goods is characteristice
of the early stage of industrialization in Bulgaria. The share
of producer goods in industrial production as a whole in 1965 was
52.3 per cent 21960 2 47.2 per centg, the share of consumcr goods
7.7 per cent (1960 ¢ 52.8 per cent).

31l. Owing to thc preferential allocation of investment funds,
development during the previous planning period was particularly
rapid in the energy industry, cnginecring, metallurgy, the chemi-
cal and the building industry. This devclopment has substantially
changed the structurc of industrial production. Thus, the share
of the metal-processing industry (engineering) -incrcased in 1965
to 165 pcr cent (1960 : 12.4 per cent) and that of the chemical
industry to 5.1 por cent (1960 : 3.7 per cent); the encrgy indus-
try, the metallurgical and the building industry also increascd.
their sharce in total industrial production, while the share of
the woodworking industry, the paper and the pulp industry, the
textile, clothing and leather industry, and the food industry
diminished accordinglye '

32 The rate of growth of the industrial branches mentioned
above was made possible primarily by the crcation of new industrial
plants some of which, equipped with modern facilities and machines,
possess substantial production capacitics which are being conti-
nuously expanded. The major part of the new Bulgarian industrial
facilities has been installed with the assistance of the USSR
and other COLECON members. 4As industrialization progresses, there

.is an incrcased téndency to buy complete industrial installations,

facilities and licences for modern production methods in the
highly developcd industrial countries of the Western worldg

33, This is heappening in full agreement with thc USSR and
the other COMECON countries which are unable to give additional
aid to Bulgaria because of their own cconomic difficulties and
because some of them are not in a position tc deliver such indus-
trial installations. The Soviet credit of 500 million rubles
granted for thc planning periods of 1960-1970 is to bec used pri-
marily for the expansion of the metallurgical combine of
Kremikovei and the petro-chemical combine in Burgas, for the cons—
zpuction of a rubber factory and the expansion of energy produc-

lOno ) )

3L4. The main target of the current Five-Year Plan 1966-70
is thec speeding-up of the industrialization process. For induse-
trial production, an incrcase of 70 per cent. is planned during
this period. The share of industry in the gross matcrial product
is to rise to 65-70 per cent, and in the net material product to
52~53 per cent. 70 per cent of the industrial increase are to be
obtained solely by increasing lebour productivity and improving
the tecchnological conditionse. Bulgaria’s indigenous resources are
to bc cxploited more than in the past. Industrial branches which
accelerate tcchnological progress and show the highest cost-
cffcectiveness rate will be developed with prioritye. Thereforc, the
menufacture of producer goods and thc expansion of the basic indus-
try will again be given preferential treatment during the current
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planning period, as well as those industrial branches which have
the best export chances in Western countries and thosec for which
Bulgaria has accepted specialization obligations within the frame-
work of COMECON. Economic and scientific co-operation with the
East bloc countries which is important for Bulgaria will be
incrcasingly expanded within COMECON.

35+ The most essential condition to be met if the planned in-—
dustrial development is to take place is the expansion and consoli-
dation of the gnergy basis. By 1970, the production of primary
energy is to rise to 4O million tons of coal (1965: 26.4 million tans)
1 million tons of oil (1965: 229,000 tons) and 7,000 million cbme of
natural gase. The production of clectrical cenergy will be doubled
during the same period (isee it will rise from 10,300 million Kih
to 21,000 million Kwh). Until 1970, new capacities to talling
5,000 MW are to become operational of which the expansion of hydro-
power stations alone will account for 800 MW. In spite of these
increases in energy production, the share of rcquirements met from
indigcnous fuel and energy sources continucs to decline considerably
every ycar. To close its energy gap, Bulgaria will thus be compel-
led to import more than 40 per cent ol its encergy requircments in
1970 (1960: 15 per cent). It is therefore particularly intercsted
in being linked up with the energy compound system of the COKECON
area. In 1965, 94 per cent of its total energy imports were already
supplied by thc Soviet Union whose share in the Bulgarian encrgy
consuniption thus attained 36 per cent.

36. The size of the ferrous_and non-ferrous metallurgical

industrics has also considerably increcascd and by 1970 will have

grown to three times its size compared with 1965. When the metal-
lurgical combine at Kremikovei will heave become fully operational
towards the end of the prescnt Five-Ycar Plan, 65 per cent of Bulw
garies requiremcnts for black metallurgical products arc likely to
be met from indigenous sources (1965: 35 per cent). In 1970, 1.8
million tons of crude iron (1965:; 547,000 tons), 2.3 million tons of
crude steel (1965: 588,000 tons) and 1.8 million tons of rolled
steel (1965: 431,000 tons) are to be produced. The mines producing
non-ferrous ores are to be equipped with modern facilities and the
degree of enrichment and processing of the non-ferrous metals is to
be increased by applying the latest techniquese. The capital required
for the investments will be mede available partly in co-operation
with other COMECON countrics (such as with Czcchoslovakia by the
joint exploitation of copper orc dcposits)e

37e- In Bulgaria, the mechanical cnginecring industry and the
other metal-processing branchés will incrcase thceir production du-
ring the current planning period to 2.5 timcs the present volume
(from 1961 to 1965 it incrcased to 2.2 times the former volume). By
1970, the mechanical engincering industry is supposed to mect about
L5 per cent of the national demand for mechanical equipment (1965%
35 per cent) and to increase its share in total industrial produc-—
tion to 23 per cent {19652 16.5 per cent)e. & particularly rapid
growth can be expected in the production of such engineering pro-
ducts in which Bulgaria is specializing within the framework of
COMECON ag agridultural transportation, equipment, electrically and
engine-driven trolleys, electrical motors, electronic productsy
appliances, metal and timber working machines, textile and agricul-
tural machinery and tractors, will rapidly increase. fn indigenous
motor vehicle assembly industry is developing which will manufacture
Soviet and French passenger cars under licence. Negotiations with
the Volkswagen factory are under waye N.T0 RE=STRICTED
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38, The chemical industry, which played only a reclativily
secondary role witin industrial production until 1960, was zble to
increase its output by more than 200 per cent during the previous
planning period. In 1965, its share in total industrial production
amounted to 5.1 per cent <l960: 3.7 per cent), As built up until
now it had formed the basis for the anorganic basic material and
fertilizer industry. During the new five~year planning period the
chemical industry will begin its second development stage. The
largec petrochemical capacities which are to become opecrational during
this period will provide the basis for modern synthetic chemistry
permitting the mroduction of plastics, synthetic fibre, synthetic
rubber and the expansion of primary nitrogeii production based on
cheap petrochemical raw materials, During the currcnt plonning
period, chemical production will trcble owing to its priority in
the allocation of inwvestment funds., Its share in totel industrial
production will thus be increased toc 10,8 per cent., In spite of
its rapid development the Bulgarian chemical industry is still unable
to meet the country's increasing demand for chemical rroducts., The
raw material requirements of the chemical industry must also be
largely met by imports mainly from the Soviet Union, Chemical
imports are even increasing every year and are much higher than
imports in terms of value. This import surplus 1s likely to be only
slightly reduced by 1970 in spite of the drive to expert finished
chemical products,

Agricultural Policy and Production in Bulgaria

39, The target of the Five-Year Plan, which cxpired in 1965, to
increase agricultural production by 45 to 50 per cent has not been
reached. Actual growth only amounted to about 17 wer cent. Instead
of the planned average ammual production increase of 8 to 9 per cent
only about 3.4 per cent werc obtained, . It is true that this
unsatisfactory result was largely due to the unfavourable weather
conditions in the years 1961 to 1963, but to a considerable cxtent it
was also caused by unrealistic planning as well as by the inadcguoacy
of the equipment and the supply of means of production to agricul ture.

L0, Nevertheless, in the yecars 1961 to 1965, Bulgeria's agri-
culture scored considerable succcusses in the production of fruit,
Yegetables (especially tomatoes), grapes and tobacco the cultivation
of which is favoured by natural and traditional local conditions.
Moreover, the sales of these products at home =nd abroad are
profitable. Exports - predominantly into the COMECON countrics -
increased considerably between 1960 and 1965, '

L1, Grain snd fodder are bottleneck products, Vhile it is true
that in Y965 and 1966 the wheat harvests were highly satisfactory due
especially to the favourable weather conditions and the use of
high-yield types, it cannot be said that the wheat or bread grain
problem has been solved - official pronouncemen ts notwithstanding.

As an incentive to increase grain production bonuscs are paid for

the quantities delivered in excess of the Plan (Ordinance of
1 October 1965), '
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L2. Bccause of the fodder shortage in recent years, emcrgency
slaughtering of livestock has had to be repeatedly undertaken. In
addition, pigs, sheep and cattle are dying off at a considcrable
yitoo Considering the low output, animal husbandry is not paying
its way.

43, The consumption of mineral fertilizers rose from 32.1 kg/ha
to 75 kg/ha from 1960 to 1965 and is to rise furthcr to 160 -~ 180 kgha
in 1970. Up to now the results cf thc increasing usc of fertilizers
and insegcticides were relatively insignificant because it was not
accompanied by other indispensable farming methods.

L)y, The Bulgarian authoritics feel that yields and harvests
cannot be greatly increased without an adequate improvement of the
irrigation systems. The irrigated area was extended from 67,000 ha
in 1960 to 920,000 in 1965,

L5, The Five-Year Plan 1966 - 1970 provides for an increase in
agricultural production by 25 to 320 pcr cent as against 1961 to 1965,
which shows that the targets are¢ now far more moderatc than in the
previous. planning period.

L6, The main aims during the planning period 1966 to 1970 are as
follows:

- increcase in grain and fodder production, animal production,
productivity and cost-ecffectiveness in animal husbandry,
mechanisation of all working processes, usc of mincral
fertilizers and improvement of irrigation;

- from 1966 to 1970, total fodder production is to be doubled.
This aim cannot bc realizcd only by changing thc structure of
cultivation, but alsorequires an increase in yields per acre.

t is hardly to be expected that the cultivation of field fodder
crops can be expanded since the inadequate irrigation facilities
obviously continue to prcvent the cultivation of intermecdiary
crops and thus an increasc in fodder production. lioreover the
lack of protein in animal fodder lecads to a higher fodder
consumption. According to official information only about

- 70 per cent of the present foddcr requirements are becing met
from indigcnous production;

- to increase animal production, bonuses of 30 to 50 per cent of
the purchase or delivery pricc have been paid from 1st January,
1967, to agricultural production co-opcratives and government-
owned farms for any animal products delivered in excess of the
1966 level. The agricultural production co-opecratives and
government-owned farms have becen instructed to increase
cspecially the number of cows, since they amount to only one
third of the cattle stock (about 50 per cent would be normalj.
The specialisation and ccncentration of production is to be
strongly encouraged. The cultivation of vegetablcs and fruit
is to be modernised and increasingly undertaken oin large areas.
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- It is further intended to produce a considerable percentage
of eggs, poultry and nork on-an industrial basis. Since
such projects exceed the capabilities of individuzl
agricultural production co-operatives, it is planned to
rcarrange the "production relations' between the
agricultural production co-operatives and the govcrnment.
Concrete indications may be expected from the congress of
the agricultural production co-opcratives scheduled to be
held carly in 1967.

L7. A4gricultural production can practically only be increased
by intensification. But neither are investments sufficient nor
have certain political, technological and social problems affecting
agriculture been adequately sclved. In the rural districts with
intensive agriculture and crops requiring a good deal of manual
labour, the migration of - predominantly young - workers is causing
great difficulties, especially in view of the unsatisfactory level
of mechanisation. This alone proves the need of mechanising all
working processcese. However, the mechanisation of the cultivation
and harvesting of special crops is still in the beginning,

L8, Owing to the lack of complete mechanical systems the available
tractors could not be adequately employed. Only about 10 per cent
of the cows held by the agricultural production co-operatives and
government-owned farms are being mechanically milked. The planting
and harvesting of potatoes, maize, fodder and sugar bects and almost
all fodder crops (only about half were harvested by machines in 1965)
require an excessive amount of manual labour. By 1970, the degree
of mechanisation is to be increased by 35 per cent as against 1965,
Ry the seme year, the irrigated areca is to cover 1.3 million ha and
to anount to 24 per cent of the cultivated area(l). Irrigation
is particularly important because of the extremely uneven

‘distribution of rainfall over the year. Only about 25 per cent
" of the total amount of rain folls from June to September, i.c.

during a pericd in which plants require more water than at any other
time of the year. Owing to numecrous deficiencics, howevcr, the
ceononic effeets of irrigation are far from coming up to
expectations. :

L9. The improvement of infrastructure and the "material-tcchnical
basis’ of agriculture.requires a considerable amount of capital.
Total investments in agriculture (including expenditurcs for socialcnd
culdur_l institutions in the rurcl cpcns) cre te anount to 2,350 riliion
leva from 1966 to 1970, comparcd with 1,700 miliion leva from 1961
to 1965, The main share of 1,352 million leva will have to be
financed by the agricultural production co-operatives from their own
funds, i.e. mainly by long-term government loans at an interest rate
of zsbout 6 per cent. 0f the governmental investments totalling
848 million leva, 337 million leva arc earmarkcd for government-owned
farms, 299 million leva for irrigation and 212 million leva for various
other purposes. The share of government investments in agriculture
amounts te 9 per cent of total government investments cnd is not in
line with the importance of agriculture for the economy as a whole.

(1) iSgriculturally usable arcn excluding pasture.
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50, The basic problems affecting Bulgaria's agriculture for
some years continue to apply to the planning period 1966 to 1970,
The funds to be provided are not sufficient for a decisive ¢nd
comprehensive .increase in agricultural production by intensification
alone, In these circumstances, it is very likely that the production

of fruit, vegetables, grapes and tobacco will continue to be given

priority., Bulgaria is also committed to this under the contractual
agreements concluded within COMECON and under the long-term trade
agreements with its partner countries, The grain and fodder crops
on which the further development of animal production will depend
are likely to increase only slowly and will not meet requirements
even until 1970, It might be economically more advisable for
Bulgaria in the long run and under certain conditions to import
more grain and to use the areas which thus become available for
otiher crops. For the time being, however, the Bulgarian
Government continues to strive for self-sufficiency in the
agricultural sector. '

"IV, National Budget

51, The data for 196l contained in documents AC/89 - WP/16L
of 1st and 1L th June 1965 cannot yet be supplemented. In 1965,
governmental revenue amounted to 3,132 million leva of which
turnover taxes and industrial profits accounted for 63,7 per cent,
while taxes collected from the population only accounted for 6,8
per cent., Of expenditures totalling 3,121 million levs, 1,622
million leva (i,e., about 52 per cent) went into the economy
and 899 million leva (i.e, about 29 per cent) into the funds for
social and cultural services (these figures are slightly different
from those contained in document WP/164 mentioned aboveX. 230
million leva (about 7.4 per cent) were spent on nationnl defence
and 77 million leva (about 2.5 per cent) on the maintenance of the
governmental and administrative machinery. '

52, For 1966 and 1967 budget estimates only are available,
The 1966 budget estimates include a revenue of 3,702 million leva
and expenditures of 3,689 million leva, According to these
estimates, turnover taxes and industrial profits will account for
roughly 60 per cent of the revenue and taxes collected from the
population for zbout 6,4 per cent, Of the expenditures, 1,973
million leva gabout 53 per cent) will be spent on the economy, 967
million leva (about 26 per cent) on social and cultural services and
239 million leva (about 6.5 per cent) on defence,

53, Under the 1967 budget plan revenues will increase to
4,079 million leva and expenditures to L,064 million leva, About
73 per cent of revenues (2,982 million leva) are expected to come
from the economy, Of the expenditures, 2,240 million leva ( i,e.
slightly less than 55 per cent) will go back into the cconomy,
while 1,079 million leve (not guite 27 per cent) will be appropriated
for social and cultural purposes and 96,5 million leva (sbout 2.4
per cent) for administration. -
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V. BULGLRIA’S FOREIGN TRLDE

. In 1965/1966, Bulgaria maintained trade relations with more
than 5%0 countries. During the fourth Five-Year Plan 1961-1965,
foreign t rade increased by 95.5 per cent from 13MO9 million leva
(= 1,214 million dollars) in 1960 to 2,754 million leva (= 2,353.5
million dollars) in 1965 with an average annual .growth: of 1h.4 per eent
(at current prices)«. The balance of trade remained unfavourable also

| during the fourth Five-Year Plan, although the import surplus could be

congiderably reduced in 1965. In the same year, Bulgarian exports
had a valus of 1,376 million leva (= 1,175.8 million dollars) and
imports 1,378 million leva (= 1,177.7 million dollars). :

55, During the past five years, the COMECON members remained
the most important foreign trade portners with whom about 80-per cent
of foreign t rade was effected during this period. While forcign trade
with the COMECON countries has steadily increased in value, thc share of

these countries in Bulgaria’s foreigntrade has declined from 83.4 per
cent (1960) to 77.6 per cent in 1965, of which the Soviet Union alone
accounted for 1,407 million leva (=1,202 million dollars) or 51.1 per
cent (1960: 53.1 per cent). The share of the COLECON countries in
Bulgaria’s cxports amounted in 1965 to 79.4 per cent and in imports
to 7L.2 per cente. - ‘ : : ' -

56. lain Bulgarian imports from thec COHuCON countries are raw
matcrials, primary encrgy and industrial equipment, while exports to
them consist of foodstuffs, clothes, footwecar and the.majority of its
exports of heavy industriszl products. 95 per cent of Bulgaria’s
exports of machinery go to the COLECON countries, especially those _
products in whose manufacture Bulgaria is specializing within COMECON,
such as electric trolleys (96 per cent), agricultural transport
ecuipment, accumulators (85 per cent). . : ' ' '

57« Trade with the industrialized countries of the West has
also considerably increased in recent years. It amounted in 1964 to
17.5 per cent (1960: 13 per cent) of Bulgaria’s foreigntrade and

increased in 1965 to about 2.5 times the volume of 1960

58« Among the Western trade partners the Federal Republic of
Germany holds the first placec. In 1964, it acccounted for about 25
per cent of Bulgeria’s tctal foreign trade with *he industrialized
countriecs of the West. In 1965, L.7 per cent of 129 millioh leva -
(= 110.2 million dollars) (1960: 66.2 million leva = 56.6 million
dollars or 4.7 per cent) of Bulgaria’s forcign tradec werc effccted
with the Federal Republic of Germany, of which Bulgaria’s total
exports accounted for 3.5 per cent (49 million leva = 41l.9 million
dollers, 1960 : 3.3 per cent) and total imports for 5.8 per cent
(80 million leva = 68.2 million dollars, 1960: 6.0 pcrcent)s In the
years 1961 to 1965, trade with the Fedcral Republic of Germany heas
thus almost doubled (70 per cent consisted of machinery and
equipment ) o : : . :
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59. From the Western industrialised countrics, Bulgaria mainly
buys industrial equipment and complete industrial plants of all kinds,
means of transport and such raw materials as it cannot obtain in the
COMECON member countries. Bulgaria's exports into these countries
consist primarily of foodstuffs, tinned focd, tobacco products and
in recent years to an increasing degree of industrial products (such
as ‘non-ferrous metals, lead, zinc, chemicals, elcecctrical trollcys and
mopors, agricultural transportation equipment, accumulators).

{600 In recent years, trade with thc developing countries was
increased from 40.9 million leva (= 35.C millicn dollars) in 1S60 to
115.3 million leva (= 98.5 million dollars; in 1964 or 4.8 per cent
of the total foreign trade. In 1964, Bulgaria exported into these
countries goods valued at 59.7 million leva (= 51 million dollars)
and imported products valued at 55.6 million lewva (= 47.5 miilion
dollars).

6l. As the economic develogment of the country proceeds, the
cemmodity structure of Bulgaria's foreign tradc has been steadily
changing in recent ycarse. In keeping with the increasing
industrialisation of the country, the share of industrial products
in the total foreign trade volume is rising. The share of
engincering products in total exports has risen from 13.6 per cent
(1960) to 26.8 per cent (1965) -~ thus the exports of machinery and
equipment increased by 96.5 per cent during the previous Five-Year
planning period, while the share of overall industrial production in
exports rose from 25.1 per cent (1960) to 39.1 per cent (1965). In
1965 the share of engineering products in imports amounted to 48.9
per cent (1960: L3.2 per cent). Imports of consumer goods 2lso
increased considerably during this period, i.ec. to 159 million leva
(= 74.4 million dollars) in 1960, whilc the share of consumer goods
imports in overall imports has slightly decreased.

62. In 1966, foreign trade increased by 15 per cent as against
the previous year. The annual plan had provided for an increasc of
16 per cent in foreign trade and an increase of 15 per cent in exportse.
The export plan was over fulfilled at 108.2 per cent and the import
plan at 101l.4 per cent. The Soviet-bloc countries accounted for
72.7 por cent of total foreign trade.

63, The 1967 ccononmic plan provides for con inerease in foreign
trade of 16.2 per cent compared with 1966. Under the fifth Five-Year
Plan 1966 to 1970, forcign trade is to rise by 66.5 per cent. The
long-term trade agrecements signed with the Communist countries will
tiec Bulgaria still more closely to the economy of COMECON. Lsccording
to the plan for 1970, the share of the Comnunist countries will be
between 83 and 85 pcr cent, of which the Soviet Union will account for
between 55 and 60 per cent. Trade with the Soviet Union is to be
increased by 70 per cent until 1970 compared with the period 1961-1965
and will amount to 7,200 million rubles. The Soviet Union will also
in future mainly deliver capital goods and raw nmaterials.

6L, Trade with the Western industrialised countries is likely
to decrease slightly in terms of the percentage but will increase in
value. Trade with the deéveloping countries is to be more than
doubled by 1970.
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65. 4is far as the commodity structure is concerned, some
changes are to be cxpected by 1970. The sharc of machinery and
equipment in exports will amount to 36 per cent, of which the Soviet
Union alone will absorb 60 per cente. Exports of fuels and raw matc-
rials, semi-finished goods, foodstuifs and consumcr goods will
decline in wmecrcentage terms. Nevertheless, Bulgaria is endeavouring
to incrcase its agricultural cxports to Western Europce. No dccisive
structural changes are planned in the import pattcrn. Imports of
machinery cnd cquipment will have to Le incrcased so os to promote
the further industrial development as planncd. in spite of the in-
creased use of indigenous resourccs, imports of raw materials are’
2lso bound to increasc. It is expected that the imports of semi=~
finishcd goods will also gO Upe y

66« Tourism, a profitable source of foreign exchange, is to be
further developed. Bulgaria’s merchang fleet will amount to
360,000 tons in *1970.

Vi. SUMMARY

67. 4lthough Bulgarisa’s cconomy developed reopidly during the
previous Five-Ycar planning pcriod (1961-1965), thc original plan-
ning targets werc not reached because agriculturc lagged behind in
the fulfilment of the plan, while the industrial scctor slightly
overfulfilled the (lobal target. o S _

68. The targcts of the current Five-Ycar Plan (1966 to 1970)
have becen set somewhat more realistically. On the whole, they arc
likcly to be reachcd in the industrial scetor, provided that the
investmont projccts can be implemented morc repidly than in the past
and thet backlogs can be made good. In certain industrial branches,
however, such as ferrous meitallurgy, plastics and chcemical fibre,
the planning targets appear particularly problematic under this
aspect. As to agriculture, thce fulfilment of the planning targets
will depend on the extent to which the lcyel of mechanization can be
improved, and on favourablc wcathcr conditionse '

€9. Moreover, Bulgaria’s cconomic d cveélopment continucs to
depend to a high degrce on thce Soviet Union and on the support by
other COMECON ncmber countricse. The stcadily incrcasing energy
gap as well s the rising consumption of raw materials cspecially

in the chemical industry - both being o result of industrialization -

call for incrcasing Soviet dcliveries. This huavy dcpendence on the
othcr communist countries implies that Bulgaris must dircet its
exports largcely to Sovict-bloc countrics so as to be able to pay for
vital imports. In addition, the communist market is able to absorb
commodities of inferior quality and of a lower technical standard
for which there is no demand in western industrialized countrics.
70. However, having rcached its proscent level, Bulgaria’s
industrialization can no longer be pushcd forward sufficicntly
rapidly without thc participation of western industry. 1f Bulgaria
cannot mect its rcquircments for spccial cquipement of high quality
from the West and acquirc western licences for modern production
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processes, its ceconomic development will be delayed for ycars and
especially the desired rise in the standard of living of the
Bulgarian population will not be achieved until much later. Some
of these imports not only rcquire long-term credits granted by the
West, but also considerable efforts on the part of Bulgaria to
adapt its supply of goods to western markets as far as sclection,
quality and prices arc concerned. On the wholc, the difficultics
'of selling Bulgarian prcducts in the West arc not negligible.
"It should be studied in dctail how these problums can be solved
/and to what extent - for instancce by concluding agrecemcnts of co-
operation betwcen western and Bulgarian industrial cnterprises and
- also by expanding tourism - Bulgaria’s situation can bc suffi-
( ciently cased so thet it could be intercstced in opening its fron—
tiers more widely to the Veste -

{i 71. The effects of the economic reform in Bulgaria areos
yet hardly discernibles, Further deveclopments should, however, be
carcfully watchede.
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