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Note by the United Kingdom Delegation

SUMMARY AND CONCLUSIONS

: This report is intended to supplement AC/89-WP/158
dated 26th April, 1965, There are no major changes in the
basic data of the above document. Since the ains and
nethods of the economic reform are now more clearly
discernible details of the new measures have been put at the
head of this report,.

2a The Hungarian econony has been rapidly
industrialised since the war and the proportion of the.
enployed population in industry i1s now higher than that in
agriculture. Progress has been nost marked in the chemical
and engineering industries although industrial output
generally has been hindered by the fact that Hungary is not
self-sufficient in cny raw material except bauxite. Despite
inprovements in farming methods and in the level of investment,
agricultural production has increased only slightly in recent
years., ‘

S With her shortage of raw materials and dependence
on foreign trade Hungary has every incentive to be concerned
with increasing the efficiency of her econony. A
comprehensive reform programme involving some neasure of
decentralisation has recently been adcpted although many of
the details remain to be worked out. Certain preparatory
neasures have already been undertaken but the main elements
of the new system will not be introduced until 1968, The
whole programme is largely tentative and experimental and
will probably be nodified in the light of experience.
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Lo Towards the end of the Second Five-Year Plan
(1961 to 1965) the overall rate of growth declined
considerably and targets for the 1966 to 1970 period are
relatively modest and rcalistice The emphasis in industry
will be increasingly on reduction of costs and improvements
in quality, rather than on production at any price. In
agriculture only very modest growth is likely. There will
probably be improvements in living standards but no
spectacular rises are envisageds.

5 Hungary's trade with bloc countries and the West
increased by about 40% in the 1960 to 1965 period. Trade
with the Soviet Union and with Eastern European countries
accounts for more than two-thirds of the total trade, over
half of it with the Soviet Union alone. The Hungarians
have been making persistent efforts to increase trade with
the West which amounts to about a quarter of the total
turnover (among NATO countries, the chief trading partners
are West Germany, Italy, the United Kingdom and France). In
her econonmic relations with the West, Hungary has been -
making serious efforts to develop co-~operation with Western

firms in joint industrial projects.

6. Hungary has recently signed trade agreements with
all Eastern Buropean countries for the 1966 to 1970 period,
and through the auspices of the Council for Mutual Economic
Assistance (CMEA) some specialisation has been established
in the metallurgical, electro-technical and chemical
industries. As a possible counter to Soviet bloc -influence,
the Hungarians have entered into long-term trade agreements
with nany Western countries, nade enquiries about

_establishing relations with the EEC and in November last year

obtained observer status with GATT,

Te Hungary's trade seems likely to continue to be .
closely linked with the Soviet Union and Eastern Europe in

" respect of raw materials and final products, although

Western sources are being increasingly tapped for specialised
and advanced equipnent, including also further joint
projects with WVestern firus,. The continued drive for nwore
trade with the Vest will be helped if the economic reformns
should lead to Hungarian exports becoming more conpetitive
in world markets,

ECONOMIC REFORMS

- 8. Since 1957 the Hungarian economnic systen has been
based on centralised planning of the traditional kind but
with numerous adaptations designed to make it operate more
efficiently in changing circumstances. Measures introduced
between 1957 and 1964 include a general adjustment of
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producers' prices, a progressive reduction in the number of
compulsory indices and plan targets, profit-sharing schenes,
the amalgamation of enterprises into large industrial
conmbines(l) and on annual charge on the gross value of fixed
and working capital used for production, In this way and by
avoiding over-ambitious planning Hungary did not experience
the sort of econonic crisis which night have provoked more
drastic innovations.

9. Nevertheless, the pace of economic development in
Hungary, as in other Bastern European countries, has tended
to slacken in recent years. VWhile this was foreseen to sone
extent when the Second Five~Year Plan (1961 to 1965) was
drafted, the actual decline in the rate of growth, especially
towards the end of the plan period, was much greater than
anticipated. Although there was 2 satisfactory increase in
industrial output, with major gains in the chenical and
engineering sectors, a number of important targets were not
fulfilled, including those relating to national income,
agricultural production and real wages. During this period
many of the recurrent weaknesses of the Hungarian econony,
e.g. low productivity, high prcduction costs, inferior quality
of products and unsaleable production (possibly amounting to
as nuch as 2% per cent of the national product), becane
increasingly acute. Thus towards the end of 1964 the
authorities accepted the need for a thorough review of the
whole system of econonic nanagement, and a central commission
and eleven sub-ccormissions composed of Party officials and
economic experts were set up early in 1965 to draft proposals
for reformn. In Novenber these were presented to the Central
Comnittee which then approved the “guiding principles” of the
new systen, A lengthy period of discussion followed and a
formal resolution containing a broad outline of the nmain
proposals was finally approved by the Central Committee in
May 1966.

10, The reforms envisaged in Hungary are generally
similar to those already being undertaken in many other East
Buropean countries,. Essentially they are designed to
introduce an element of flexibility into what has hitherto
been a fairly rigid centrally planned economy by allowing
greater scope for the action of market forces. However,
widespread decentralisation is not contenplated at this stage;
2ll major decisions will be taken by the State and fairly
tight overall control will be exercised in every sphere, The
reforns will be introduced gradually and although several
experinents are now being undertaken and some measures have

(1) Betweén4December 1962 and January 1964 the nunber of
enterprises wos reduced from 2,378 to 1,784.
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already been introduced in certain branches, much of the
detailed application of the new systen still remains to be
worked oute The preparatory period will last until the end
of 1967 by which time all the necessary organizational
changes should also have been conpleted. Widespread
inplenentation will begin on 1lst January, 1968 when what are
described as the 'fundanental elements™ are to be introduced.
If all goes well the introductory phase should be completed
by about 1970,

NATURE OF THE REFORIS

11, ZPlanning. In future central planning is to
provide a relatively broad franework allowing greater scope
for the exercise of independent judgenent and initiative at
lower levels, Mediun~term (5 year) and long-term (10 and
15 year) plans will establish basic guide-lines and deal
exclusively with najor issues such as overall rates of
growth, the distribution of State revenue, optinum
correlations between investnent and consumption, and changes
in the regional distribution of production. Annual plans
will consist largely of nmeasures designed to regulate the
econonry and national targets will no longer be broken down
into detailed directives conprising compulsory indices for
each enterprise. Detailed operational plans will be drawn
up by the enterprises themselves and the central authorities
will co-ordinate production by means of economic regulators
such as taxation, credit policy, exchange rates and control
prices. Planning techniques are to be inproved and
nathenatical methods will be more widely used.

12, Profits and Bonuses. Greater enmphasis will be
placed on purely economic criteria when assessing performance,
profitability(l) replacing gross output as the main indicator
of enterprise success. Wages and salaries will be linked
more closely to performance and will consist of a guaranteed
basic rate determnined by the State and an additional
"incentive" element, subject to an upper limit, depending on
the size of the enterprise profit. The State will nake two
basic leviés on profits; a fixed annual contribution
apparently based on the previous years results and a tax on
the profits remaining after paynent of the basic contribution,
The balance will be retained by the enterprises and may be
used for replenishing reserves, investment, welfare
services and incentive paynents, The proportion of the net
profit which may be allocated for these various purposes will
be fixed by the State and will fluctuate according to the
size of the profit. The sums put aside for investment plus

amortisation will constitute the enterprises' own financial

resources and nay be used to replace capital equipment and,
within strict linits, for developnent,

(1) Defined as the ratio of total profit to the capital
involved,
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13. Status of the Enterprises. Thus in theory fairly
extensive powers of decision should devolve on enterprise
nanagersa In addition to planning their own production,
they will take decisions within limits on investment and
development, and on the distribution of incentive paynments
among their workerse. The central allocation of materials
will be largely superseded by more normal trading methods
and enterprises will be free to decide from whom they
purchase their materials, to establish direct contacts with
their suppliers, to decide delivery terms and to fix prices
within the general limits laid down by the State. To some
extent they will be allowed to choose between domestic or
imported goods and to decide whether to sell their own
products on domestic or foreign markets.

14, Pricess A greater element of realism and
flexibility will be introduced into the system of price
formation. The proposals state that price trends are to
"develop" under the influence of costs of production, value
judgenents of the market and State preferences, although
exactly what this is likely to mean in terms of practical
application remains somewhat obscure, There will be three
categories of prices, those fixed by the State, those free
to fluctuate within limits and free prices. The first
category will include prices of basic raw materials and
agricultural produce, staple consuner goods and services;
the second will include construction materials, certain
other raw materials and a wide range of consumer goods; the
third will apporently apply to capital equipnent, semi-
processed products and spare parts jointly manufactured, and
sorle consumer goods(l). The reform of prices will also be
used to co-ordinate agricultural and industrial price levels.
For this purpose prices paid by the State for agricultural
produce will be increased further by 1970. It is intended
that any increase in consuner prices resulting from these
changes should be largely offset by adjustments in the rate
of bturnover tax.

15, Inyestuent. Regulation. of investment will be.one. of

the chief Tevers by which the central authorities will control.

the development of the econony,. The total volune of
investnent, its allocation between the various branches and
the financing of important projects in both the productive and
non-productive spheres(2) will renain under central control,

(1) During the period 1968 to 1970 about 20% of the total
turnover of consumer goods will corie within the first
category, 50% will be subject to upper and lower linits
or to an upper linit only, while 50% will be entirely
free.

(2) Such projects include the construction of new factories
and housing estates, extension of the power and
conmunications networks, nmajor developments in public
health and education, etc.

-5~ NATO CONFIDENTIAL




PUBLI C DI SCLOSED/ M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

NATO CONFIDENTIAT -6~
AT

but the State will largely cease to lay down detailed
directives for ninor investnents, Enterprise managers will
nake their own decisions concerning the renewal of plant and,
to a linmited extent, the enlargement of their fixed assets,
investments of this . sort being financed either directly from
enterprise funds or by means of interest bearing bank loans.
Nevertheless, the State will retain overall control by
regulating both the amount which nay be withdrawn fron
enterprise funds and the credit facilities allocated to_each
branch of the econony. To sone extent enterprises will have
to compete for credit, the banks deciding to whon they will
lend and on what terms in accordance with purely econonic
criteria. It would appear that the rates of interest
charged will be variable,  Enterprise nanagers will be free
to accept or reject the terns offered by the bank but it is
not clear what alternative, if any, there would be should
they choose to reject then. In cases where investnments of
a productive nature are financed from the State budget the
enterprise will be required to nake some form of restitution
in proportion to the value of the fixed capital received.
This will be separate from the 5% charge on capital
introduced in 1964, '

16, Conmpetition. The reforns are expected to cause
sone further concentration of the means of production through
mergers, and in order to counteract monopolistic tendencies,
as well as to promote greater all round efficiency, sone
element of competition will be introduced. This will apply
especially to the production and marketing of consuner goods,
while in the field of services competition between State
enterprises and the private sector is apparently envisaged.
Whether this is likely to amount to very nuch remains to be
seen; the proposals are vague and somewhat contradictory,
especially concerning the rdéle of imported goods, and the
whole process will be so carefully controlled that it may
well be self-defeating,

17. Labour. Sone redeployment of labour is clearly
envisaged and 2 number of unprofitable or inefficient
enterprises may be closed down, but it is not yet known how
these problens are to be tackled or even on what scale they
are likely to arise. It is intended that the rdle of the
trade unions should increase in inportance, but "factory
denocracy' will not be allowed to obstruct individuai
responsibility in nanagement end the principle of one-man
leadership is to prevail as regards the main decisions.

NATO CONFIDENTTAL —6—




PUBLI C DI SCLOSED/ M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

~T= NATO CONPIDENTIAL
AC/8G=WD/ 215

REPORMS IN AGRICULTURE

18, The reforms in agriculture began in the latter
half of 1965, The ain is that planning should be confined
1o broader general requirements and disposal of output based
nore on long-tern contracts that increase the producers!
security. Various neasures have already been taken to put
the farns on a sounder financial footing and increase their
independence.

REFORMS IN POREIGN TRADE

19. The changes envisaged in foreign trade, like those
in the domestic sphere, are designed to inprove efficiency
and provide greater incentives., @ Plan targets will no
longer bte brcoken down to enterprise level and enterprise
plans will not require central approval. Trade will
continue to be conducted prinmarily by the specialised
foreign trade corporations, acting chiefly as agents, but
greater latitude will be given to the larger manufacturing
enterprises entitled to import and export on their own
behalf. To bring the values of the domestic market nore
into line with those of foreign markets protection of
donestic production will bhe reduced and nore inports,
particularly of consuner goods, will eventually be allowed.
Export prices will be based on what the enterprise judges
the narket can bear and what it finds profitable to accept.
Profits made through exports will constitute an integral
part of enterprise profits,. Enterprises will not be
allowed to retain any part of their foreign currency
earnings, though they will receive preferential treatnment
in allocation of foreign exchange for goods they nay wish to
inport, The foreign exchange conversion rates used for
trade transactions (is.e. the rates at which exporting
enterprises are paid in forints for the foreign currency
value of their sales abroad(l)) will be uniforn for each
foreign currency, but will not be related to the official
gold content of the forinta The central authorities will
exercise overall control primarily by econonic means such
as exchange rates and subsidies(2), customs tariffs and
financial policy. In addition nmony inports will require
licences, as will exports to a few countries.

(1) A rate of GO forints %to the United States dollar has
been suggested conpared with the present official rate
of 11,74 forints.

(2) Subsidies will be sparingly gronted, Variations in
the proportion of profits to be retained may also
serve as subsidies,
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LIKELY SUCCESS AND EFFECTS

20, It is still far too early to draw any valia
conclusions concerning the likely outcome of the Hvzn~:rian
reforne, Some of the new neasures or certain asp-zcis of
them have already been introduced and there has been mich
corment and speculation in the press, but this is hardly
sufficient to pernmit a serious assessnent. The resolution
approved by the Central Committee in May 1966 is in nany
respects obscure and evasive, suggesting a need to
accounodate the widely differing views held by Party members
and possibly an element of. indecision regarding some of the
actual neasures to be adopted. The whole programne is
largely tentative and experimental and it will alnost
certainly be refined, developed or otherwise modified in the
light of experiences Purthernore the reforms are to ve -
inplemented gradually and it will be sone time before they
are fully operational, let alone fully effective. Even if
the programme is corried out as planned the results will
probably not becone apparent before 1970 at the earliest.

21, VWhether the Government continues to support the
new ideas is likely to depend on the degree of success
achieved in the early stages. This in turn will largely
depend on whether the authorities can secure the co-operation
of all concerned in carrying out their new policies. The
advocates of reforn are believed to have encountered lively
opposition from the nore conservative elements especially
in the middle ranks of the Party, and opposition on
ideological grounds is likely to have been reinforced by
Party bureaucrats and others with a vested interest in the
traditional systen, Neither has it been possible to discern
nuch enthusiasm for the reforms even among those outside the
Party who stand to gain most from then, many of whom appear
nervous at the prospect of losing the conditions of security
and freedonm from responsibility to which they have become
accustoned, Furthernore there is likely to be a shortage of
management personnel who are not only able and willing to
take decisions but are also technically qualified. If
these problens can be overcome the success of the whole
progranmnme will ultimately depend on finding a satisfactory
solution to the complex problem of prices, and on the
efficient handling of the general monetary and fiscal
controls which will becone increasingly inportant for the
direction and stabilisation of the econony as detailed
physical controls are relaxed. 0f these Hungary has had
little recent experience.
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22, Finally, the reforns are likely to create many new
problems and may also perpetuate sore old ones in a ’
different guise, Quite apart from the possibility of
inflation and unenployment, both of which would probably
arise if the new neasures were pursued to their logical
conclusion, the bureaucratic nmachinery necessary to regulate
the operation of the systen could become just as rigid and
unwieldy as its predecessor.

THIRD FPIVE-YEAR PLAN

23. The Third Five-Year Plan covering the period
1966 to 1970 was approved by the National Assembly in
June 1966, several nmonths later than would normally have
been the case, due to the need first to conplete and secure
the adoption of the proposnls for econonic reforn. In
accordance with the new principles the nunber of indices and
compulsory targets have been considerably reduced and the
plan contains only a broad outline of the more important
trends, In 211 other respects, however, it is a direct
continuation of the Second Five-Year Plan; overall rates
of growth are generally umore nodest and perhaps more
realistic than those of earlier yeers, but the priorities
renain the same as before with the accent on the development
of heavy industry, The general inplications of the new
plan will be evident from Table 2, comparing certain key
figures with the actual results achieved during the previous
period.

24, Netionol income is to increase by the relatively
low figure of 19 to 21 per cent. The proportion absorbed
by accurulation and consunption remains virtually unchanged,
but the plan does not contain any figures relating to the
division of the national income between the individual
branches of the econonmy or between the socialist and private
sectors. There is unlikely, however, to be any significant
change in the relative shares of the latter, which in 1965
were 96.8 per cent cnd 3,2 per cent respectively.

25. Industrial production is to increase by %2 to 36
per cent, four~fifths of which is to be attained by
increased productivity, The output of the chemical
industry is scheduled to rise by 55 to 60 per cent and that
of the engineering indusitry by 40 to 45 per cent, while
further above average increases are envisaged in the electric
power and cluniniunm industries. In light industry on the
other hand the overall iuncrease will be well below average
and its position in relation to heaovy industry will decline
further by 1970, The supply of energy to industry will
depend 1ncreasingly on petroleun and noatural gos which will
ultinately account for 37 to 39 per cent of total fuel
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consunption. There is considerable emphasis on the need to
apply new technology, to modernise plant and machinery and
to reduce production costs, all of which are essential in
order to increase productivity and inprove the quality and
export potential of Hungarian products.

26, Agricultural production. 1961 to 1965 had been
envisaged as a period of transition to modern, large-scale
nethods of farning, nade possible by collectivisation,
Substantial improvenents in performnance were anticipated but
it became apparent that the average increase in gross output
would not exceed 2 per cent a year, half what was planned.
Net production, which excludes the value of fodder and seed
used and other production expenditures at the farms, remained
at around the sane level as in 1960 or indeed 1938, despite
the fact that agriculture had absorbed almost one~fifth of
all investnment during the five year period, application of
fertilisers had nore thon doubled and very considerable
advances were made in mechanisation, i

27. Por 1966 to 1970 expectations were set lower at
the outset. The plan calls for gross output to increase by
an average of 2.5 to 3 per cent a year and some Hungarian
agriculturalists have even suggested that no more than
2 to 2.5 per cent may be feasible because of the hazards of
unfavourable weather, The ain is that food consunption
should increase at the same rate as actually achieved in
1961 to 1965, i.ee 12 per cent in five years, that
agricultural exports should rise by 50 per cent and
agricultural inporvs remain at the 1965 level, without
substantial inports of bread grain and possibly sone decrease
in imports of fodder, i1though there will be continued
pressure for more nechanisation, soil and pasture improvenent
and increased usce of fertilisers, investment in agriculture
will be only about 10 per cent higher than in 1961 to 1965
and its share in total investnent will fall.

28. One of the main reasons for the lack of progress in
1961 to 1965 and acceptance of lower objectives for 1966 to
1970 is the decline in the labour force (see paragraph 31).
Measures being taken to encourage the farmers include higher
procurement prices introduced at the beginning of 1966 and
sone limited concessions to privote farming,

29, Investment,. 4L total of between 250,000 to
260,000 million forints will be invested in the econony, an
increase of about 25 per cent over the 1961 to 1965 period.
Industry will absorb 46 to 50 per cent, agriculture 16 to 18
per cent, transport 14 to 15 per cent, and the non-productive
branches 16 to 20 per cent. Although the plan contains no
further details regarding the pattern of investments, a najor
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share of industrial investment is clearly intended for the
chenical, engineering and aluminium industries, and for the
nore intensive development of the country's energy supplies.
High priority will be given to the modernisation and
extension of existing plants and to the completion of
earlier investnents,

30 Transport and communications facilities will be
improved and expanded with particular enmphasis on
modernisation of the railways, where the share of diesel and
electric traction is to be substantially increased.

- 31le The labour force will rise by between 160,000 and
200,000 and by 1970 & 44 hour week should have been
introduced throughout indusitry. The nunber employed in
agriculture is expected to fall by about 400,000 even though
it has already declined from 1.9 nillion to 1.5 million
during 1961 to 1965, The numerical reduvuction is, however,
less a cauvse for anxiety than the quality of the labour
force, especially since the average age of co-operative farm
workers is now 55 years. Measures taken to attract and
retain younger, trained workers and those better able to
adopt and exploit new methods include the introduction of
sickness benefits, family allowances and a pensions scheme
for co-operative farm members, with further improvements,
including a guaranteed wage, envisaged for the future,

32, QConsumption is expected to increase by 19 per cent
with annual increases of 2 per cent in real wages and
3 per cent in real incone, These figures suggest that there
is likely to be only & gradual rise in the standard of living
although there should be some inprovement in the range and
quality of the goods availablea The housing shortage is
likely to continue although it is planned to build 300,000
new dwellings, two~thirds of them financed from private
sources, The capacity of the building industry will be
increcsed and greater reliance will be placed on prefabricated
structures. '

33, Although the new period started with a certain lack
of nomentum, 1966 was on the whole a fairly good year for the
Hungarian economy, National income, industrial production
and exporits increased by more, and imports by less, than was
expected, productivity continuved tc rise and production costs
were reduced. Agricultural perforiance inproved and for the
second year running the yields of bread grains were
sufficient to meet the country's needs. The prices and
incones neasures taken in February 1966 introduced more
realistic prices for certain goods and services without
apparently having any significant effect on the standard of

11— NATO CONFIDENTIAL
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livinge. Nevertheless, the targets contained in the 1966
plan were relatively modest and a number of serious
weaknesses remain, including the high cost of exports(l),

the continued accunulationh of unsaleable stocks and
deficiencies in the realisation of investments. More than
100 investment projects which should have been completed in
1966 remained unfinished, and in nany cases the original cost
estinates were exceeded,

34, The plan for 1967, the second of the two
preparatory years leading up to the introduction of the
reforns, envisages a further period of modest econonic
growth, The budget is balanced at the record figure of
104,700 million forints, about 80 per cent of the revenue
being derived fronm levies on State enterprises.

Expenditure on social and health services is to increase by
6.2 per cent, that on educational and cultural services by
about 5 per cent and defence spending by 6.5 per cent. A
suri of 24,100 nillion forints has been allocated for State
investnent and for investnent in the co-operative sector in
the form of credits and subsidies. Total investment in
1967 will amount to 49,000 million forints, the difference

‘being financed from the funds held by enterprises and

co-operatives, and by anortisation. The Government will

pursue a more selective investment policy, giving priority
to the completion of existing projects and to investnents

that are likely to inprove the balance of payments,

35. * The Hungarian Third Pive-~Year Plan is in nany
respects the nost moderate of the plans now being undertaken
in Eastern Europe. It is also one of the most realistic
and although industrial growth will continue to be
constrained by an increasingly tight supply of labour and by
the heavy investment requirenents of the capital-intensive
industries, most of the major targets should be attained
without undue difficulty, The econony will probably enmerge
sonewhat stronger and better balanced than before, but with
a continued weakness in agriculture, with difficulties in
the balance of payments, and with no striking improvenent
in the standard of living. In the last resort, however,
much will depend on the success of the econonic reforms and
the willingness of the working population to accept their
inplications,

(1) In 1966 the price levelling fund (in effect a
govermment subsidy designed in part to bring the price
of exports down to world levelsg exceeded the '
4,800 nillion forints allocated in the estimates,
thereby causing a budget deficit.
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FOREIGN TRADE AND ECONOMIC CO-OPERATION

Importance of Foreign Trade to the Netiocnal Econony

36, Hungary ranks fifth among Soviet bloc countries
in total foreign trade turnover, In terms of foreign
trade per head she lies third after Czechoslovakia and the
GDR; this rose Tfron $185 in 1960 to $294 in 1965. Foreign
trade is vital to the growth of Hungary's economy, since she
lacks many of the basic raw naterials required for the
developrnent of her industry. Thus inports formed 11 per
cent of GNP in 1965,

37. Total turnover grew by 64 per cent between 1960
and 1965, from 81,850 to 53,030 nillion (see Table 9).
This represents on average annual rate of growth of 10 per
cent, ~Preliminary figures for 1966 show a total turnover
of 85,153 million, an increase of 4 per cent over the
previous year.

Irade Pattern

38. Bloc Trade, 4ibout 70 per cent of Hungary's
foreign trade was with the bloc in 1965, over half of it
with the USSR 2lone, Hungarian-Scviet trade increased by
88 per cent between 1960 and 1965, but trade with the rest
of the bloc increased by only 33 per cent, and the share of
these countries in total trade has fallen steadily. The
chief trading partners in Eastern Europe are Czechoslovekia
(10 per cent of total in 1965), GDR (9 per cent) and Poland
(6 per cent). Trade with China has not figured in
Hungarian returns since 1962, when it represented onl
1 per cent of tctal (compared with 5 per cent in 1959).

39, DTrade with the West. About 25 per cent of
Hungary's trade turnover was with countries of the
industrial West in 1965, Anong NATO countries the prinecipal
trading partners are West Gernany, Italy, the United Kingdon
and PFrance their trade with Hungary increasing fron
236 million in 1960 to 8385 nillion in 1965, There was a
striking 37 per cent increase in trade with NATO countries
in 1963 largely accounted for by increcsed purchases of
grain from the United States and France accompanied by an
equivalent rise in exports particularly to Italy. Outside
NATO, Austria, Switzerland, Sweden, Finland and Japan are
importaent trading partners, Trade with these countries too
grew rapidly in 1963 chiefly because of larger imports of
railway engines from Sweden. Since then trade has tended
to stagnate and even declined fractionally in 1965, partly
because cf restrictions on the export of live cattle and
beef following an outbreak of foot and nmouth disease and
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partly because of a fall in inports fronm Japon. Irade with
the United States of inerica and Canada remcins extremely
snall with the exception of 1965 when imports of Canadian
wheat were valued ot nearly £5 nillion,

40, Irade with the developing countries, This has
expanded rapidly in the last few years, and its share in
total trade bturnover grew from 6 per cent in 1960 to 9 per
cent in 1965, This trend can be expected to continue, as
these countries provide an alternative outlet for Hungarian
industrial products which are not easily narketable else-

where.

Balance of Trade

41, 4apart fron a small export surplus in 1961, Hungary
had annual deficits in her overall trade between 1959 and
1964, both with the bloc and the free world. However the
figures for 1965 and 1966 show an inmproved position, with
export surpluses on trade with the bloc, giving an overall
surplus in 1966 (prelininary figures), and only & small
overall deficit in 1965. Trade with the USSR has shown a
continuing inbalance, which was reduced in 1963 and 1964,
but increased again in 1965.  Anong NATO countries Hungary
nornally runs a small deficit primarily because of her
continuing need to inport advanced industrial equipment,
nuch of it bought on long or nmedium term credit, Only with
Italy is there consistently a favourable balance, principally
on account of the large quantities of Hungarian foodstuffs
which Italy consunese

Comnodity strucfure

42, Inports. Raw naterials and semi-finished products
accounted Tor about half of total imports in 1965,
illustrating Hungary's relative lack of mineral resources.
Inports of machinery and equipnent have grown rapidly and

. now constitute about a third of all imports. Some

four-fifths of Hungary's inmports of capital equipnent and
industrial consuner goods come from the bloc, as do about
two-~thirds of all raw materials and semi~finished products.
Hungarian imports of Western industrial equipnent, though
still relatively small, have increased in recent years. The
USSR supplies nost of Hungary's requirements of coke, iron:
ore, pig iron, crude oil and cotton anl also provides large
quantities of coal, non-ferrous netals, tinber, chemicals
and artificial fertiliser. Half of Hungary's imports of
agricultural nachinery come from the USSR.

NATO CONFIDENTIAL ~14~
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43, Exports. In contrast to inports, Hungarian exports
are spread more evenly over the various groups. Machinery
and equipment exports (one~third of total) have grown in
recent years with Hungary's increasing output of precision
instrunents, telecormunications and electrical equipment and
spcecialiscd machine tools, Industrial consumer goods nake
up another 20 per cent of total exports, In both these
categories the major part of exports go to the bloc, which
also takes over half of Hungary's exports of raw materials
and seni-finished goods. . However exports of foodstuffs
(22 per cent of tofal in 1965) are divided almost equally
between the bloc and the free world, and they therefore
account for a significant proportion of Hungary's -convertible
currency earnings,.

ECONOMIC CO-~CPERATION WITH EAST AND WEST

Hungary's Relations with CMEA (COMEGON)

44, Hungary's trade with other bloc countries is
organized on the basis of long term bilateral agreenents
with annual protocols, and she has signed agreenents with
all the CMEA countries for the 1966 to 1970 period. She
has also set up bilateral comnissions for econonics,
scientific and technical co-operation with most of these
countries, and, within the framework of these commissions,
trade agreements and other bilateral matters are negotiated.

45« Under CMEA's specialisation plans, Hungary has been
allotted in particular the production of equipment for the
netallurgical, electro-technical and chenmical industries.

She is also taking part in a number of joint projects such
as the "Friendship® Pipeline for the distribution of oil,

the Ball Bearing organization and Intermetal, an iron
snelting organization which has its headquarters in Budapest.
In 1964 the USSR and Hungary agreed to carry out the joint
production of buses and lorries, and they are also
co~operating in the production of aluminium.

Hungary's Re%@tions*with Western Economic Organizations

+6. The trend in the past few years has been to replace
one~year bilateral trade agreements with Western countries by
long-tern (mostly 4 or 5 year) agreements within which
protoccls are negotiated annually for the commodities and
quantities to be exchanged. Long-tern agreements are in
operation with the United Kingdom, France, Italy, Austria,
Benelux, Denmark, Finland, West Germany, Greece, Norway,
Sweden and Canada,
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47. Hungary was granted the status of observer with
GATT in Novenber 1966, the same ‘position as that-held by
Rounania. Hungary, however, has not been attending the
Kennedy Round talks, She has been among the East Buropean
countries. that have on occasions nede enquirles about
establlshlng relatlons Wlfh the EEC,

Hunga;;an Co-operation with Western Compauies

48, Hungary has also been active in co-operating with
Western firms.either by purchasing or c2lling the right to
nanufacture under licence or by agreements for industrial
and technological collaboration, including joint nmarketing
in third countries. . ILicensing arrangements include one

with Brown Boveri of Switzerland for the manufacture of
..8tean fturbines of 200 MW, and upwards including types for
‘use in large atomic power stations.  With the United Kingdon

firn of Coventry Grange and Tool Company they have a licence
to manufacture and sell thread grinding nachines.

49, Hungary has gained access to advanced technology
through agreements signed with Western countries, the exact

forn varying with each contract. Theré are already a

considerable nunber of such agreements covering many
industrial products and it .is a form of co-operation that is
likely to grow with the nove towards freer East-West
relations. . The :following table indicates only a few of the
more inportant agreements, .

Country Pirm - Hungarian Firn '~ Product
' ' or Agency. :
West Germany | - ‘
1. Krupps . Csepel Works = Lathes
2, H, Schwarz - Nikex foreign - Senmi-hydraulic
o © trade - - pit .props
. association
3. Spilling Werke =~ Ganz ‘électrical  Industrial
~ generating
- units
France - ; ~ ,
1. Alsthon and Ganz-MAVAG =~ Hydro-electric

Neyrpic : _ S - plant,

NATO CONFIDENTIAT -16~
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Country Firn Hungarian Firn Product
oxr igency
France/West Germany
l. Renoult Contract with Conplete plant
MAN and Technoinrex to manufacture
Ferrostahl foreign trade diesel engines
‘ association for lorries

United Kingdon

National Mining

and buses.

l. Dobson Self-propelled
Machinery nining safety
Factory equipment,
2. ICIL State office Evaluating the
for Technical use of
Developnent bipyridyl
herbicides
dustria
1. Simmering - Komplex foreign  Construction
Graz -~ Pauker trade power stations
association
2 Osterreichische GChenmical firms = Pharnaceuticals
Stickstoffwerke Negotiating on
synthetic
Tibres

PROSPECTS FOR FORELGN ECONOMIC RELATIONS

Future Trade Relations with the Conmunist World

50. Because of her own inadequate resources, Hungary
is likely to continue to be dependent to a large degree on
trade with the USSR, The long-term trade agreenent between
then for the 1966 to 1970 period stipulates a 50 per cent
increase in velue over the previous five years. However
the rate of growth of trade with the Bast Buropean
countries (whose share in Hungary's total trade has fallen
steadily since 1960) may continue to decrease, as Hungary
nakes more sirenucus efforts to increase trade with the
Weste Indeed Hungary's inports from each of her East
Buropean partners in 1965 were less than in 1964.

~17~ NATO CONFIDENTIAL
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Future Trade Relations with the West

51, Although Hungary's foreign trade is still
predoninantly directed towards the bloc, trade relations
with the West are likely to be extended because her need for
up-to-date machinery and equipment (including complete plant).
If Hungary were to follow Rumania in establishing diplonatic
relations with West Germany .an expansion of trade would
follow, The econonic reforms currently taking place in
Hungary could lead eventually to their exports beconing more
coripetitive on world marketse. This would help to offset’
the expected expansion of imports from the West and should
result in incrcased trade generally, How far this process
can be carried nust depend on the success of the economic
reforms. In order to extend trade contacts Hungary nay be
expected to continue to show interest in establishing
relations with Western econonic organizations (see
paragraph 47).

OTAN/NATO,
Paris, (1l6e).
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HUNGALRY

Surface areas 935,030 sg.km.; population 10,166,000
estinated GNP (1965): £10.7 billion; per capita: £1,050;
official rate of exchange: 11.74 Forints = United States £1.

TABLE I

DEVELOPMENT OF THE HUNG.RIAN ECONOMY

Bosic FEcononic Indicators
(1960 = 100)

1961 1962 11963 11964 11965
Net Material Product 106 ? 111 118 | 123 | 125
Gross Industrial Production | 110 % 119 ; 127 f 138 - 145
Gross Agricultural Production| 101 E 102 | 108 % 113 108
Productivity in Industry 107 % 112 116 % 121 127
Volune of Investaents | 92 | 106 122 | 128 129
Real Wages 100 | 102 | 106 E 109 : 109
Rezl Incone 100 E 103 ° 112 § 118 . 118
Retail Trade 102 ; 107 E 116 f 125 | 130
iForeign Trade Turnover 111 g 122 : 136 ; 153 ; 161
| Inports 105 | 118 134153 . 156
| 126 138 | 155 . 173

EEXports I 118

i

Source: Based on Hungarian official statistics.
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T4LBLE 2

SECOND FIVE-YEAR PLAN RESULTS AND 1966 TO 1970 PLAN

1966=7T0

1961-65 ?
Planned EAetual » Planned
Increase Increase! Increase

Percentages, unless otherwise

J
|

indicated
National Incone 36 1 25 ; 19-21
Investnent 180,000 {202,777 1250-260,000
Million iMillion Million
Forints |Forints Porints
Of which:
El Industry + Construction 48.0 44,4 46-50
2) hgriculture 20,0 ! 19,0 16-18
(3) Transport + Trade 13.4 14.9 14~16
(4) Non-productive branches 18,6 21.7 16-20
Gross Industrial Production
Of which:
El) Mining 32 | 30
2) Power 55 53
23) Metallurgy 45 30
4) Engineering 63-65 58 40-45
éB) Building 40 35 24-28
6) Building Materials 4.4 36 25-30
7) Chenicals 75 ' 89 55~60
8) Light Industry 42 {38 20~-24
9) PFood Processing 40~-42 43 28-~32
Productivity 32~33% 217 24~217
Gross Agricultural Production 22-2% 10 13-15
Foreisn Trade 46 61 . 46
213 Inports 33 56
2) EBxports 61 73
Retail Trade 23 20 19-21
Tabour Force (f000st') 300 76 160-200
Real Vages 13 9 | g-10
Rezl Incone 16-17 18.4 14-16
Housing ('000 units)

s dematiaetee S8

250 . 282 1 300

Source: Hungarian statistics.
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DEVELOPMENT OF MAIN INDUSTRIAL BRANCHES

1961 TO 1966

Percentaze change in output from preceding year

1961 i1962 ;1963% 1964 {1965 | 1966
Mining 509 | 442 8.4 5.2 | 2.1 |
Energy 6.3 | 8.8 : 8.4 6.2 ¢ 7.0
Metallurgy Bed | TaT i 3.9? 5.2 ] 2.6 7.0
Pngineering 13.6 |11.2 | 6.4] 9.8 | 4.8l 9,0
Building materials 5.5 | 6.6 | 2.4|15.1 | 4.4 |10.0
Chenicals 22,7 {13.0 11.0‘ 12,7 {10.4 1 12.0
Tight industries 9.3 | 5.6 6.5; To4 ] 4.0 | T.0
Food processing 213.5 745 | 8.1% 9.6 | 1.7 3.0
Sources: AC/89-WP/194 and Hungarian official statistics.

=21

NATO CONFIDENTI.L




PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

NATO CONFIDENTIAL
£C.'89-WP, 216

~22~

TABLE £

AWD 1970

(PHYSICAL OUTPUT)

MAJOR INDUSTRIALL PRCDUCTS 1961 TO 1965

.y 3 : ! | i P
« Unit of) i ‘ ! ? L 1970
| tnccount; 1961 ! 1962 ! 1963 | 1964 | 1965! plan
’ — - ! > 7 7 )
[Electric Power jmiliion; : i i ! E
Kih 8.4 9.1 1 9.7 % 10.6 | 11.21 15.1
. 1
Coal zmillion! @ t i i
. . toms | 28.2 . 28.7+ 30.5 1 31.5. 3l.4, 32.0
, z i l ,
Crude 0il ©" 1 1.46; 1.64 1.76 1.800 1.800 1.75
: : ! : o i
Nafural Gas - billion, z 3 g
Bauxite jmillion| : ] | i
totons | 1370 1.47 1.36{ 1.48) 1.48; 3.1
Allupina . } | 0.22] 0.23] 0.24! 0.25 0.27? 0.45-
} ! t | i 0‘47
| | ! ! | |
Pig Iron P 1.3 1.38! 1.39{ 1.49! 1.58! 1.8-
S | | |1
Crude Steel { ol 2,05 2.33%30 2,37 2.36, 2.52) 2.9-
. g ; . H l 300
R . ! !‘ i ! :
Rolled Steel o 1,45 1.61] 1.63 1.65| 1.72] 2.7
Mineral Fertilisersg 5 \ | i
(in terms of pure . | 1,000 i { | a
| content) | tons ; 1167.7 |191.9 {265.0 !
rsulphuric Acid '; P 1189.0 §212.o 266.6 |322.,1 |378.0 §
Coustic Soda | 18.8 | 24.2 | 40.0 | 45.4 | 50.0 |
Plastics and Resinsi X 14.2 1 15.6 | 19.8 | 24.8 | 26.7 |
Synth. + Artif. i § ? i
Fibres % " 4.3 1 4.9 l 5.6 5.5 § 6.3 |
Cement imillion ; :
' toms | 1.6 1.7 | 1.8 | 2.3 | 2.4 | 2.7-
; i { { | 2.8
Paper : 1,000 i % i ﬁ
( tems 151,0 161.,0 162.0 173.0 174.0 i290.0-
? ! ! ’ ! 300, 0
lietal Cutting } § é ! |
Machine Tools | 1,000 ; | 8.1 | 8.6 i 8.8 °
Tractors o 2.5 : 2.6 { 3.1 ' 3.0 | 3.0 ' 7.0
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‘Unit of 1970

;account 1961 1962 1963 1964 1965 plan
Flec, + Diesel ! i
Locomotives units!{249.0 | 248.0 | 205.0 1168.0 | 154.0
Freight Cars 1,000 0.38 0.41 0.10 0.58 0.54
Buses i 2.0 2.3 2.4 { 2.5 2.8 7.0
Lorries L 3.4 3.7 3.7 1 3.8 4.4 | 5.9
Television Sets 178.0 {210.0 { 251.0 {270.0 | 267.0
Radios i 245.,0 | 258.0 !'170.0 155.0 | 230.0
Dom. Refrigerators H 12.0 17.C 36.0 70.0 | 103.0
Pom. Washing :
Hlachines it 125.0 ; 132.0 { 168.0 }174.0 | 182.0
Bicycles " 297.0 | 286.0 : 260,0 1266,0 | 257.0
Cotton Fabrics illion

SGeMe ;25540 [ 272.0 {1 283.0 1 304.0 | 324.0
Tocllen Fabrics 75.8 34,1 34,7 35.7 35.1
Leather Footwear million
palilrs 23,2 22.8 23.9 24.9 ¢ 25,7
Meat 1,000 |
tons {197.0 | 223.0 ; 212,0 ;208.0 222.0 310,04
315.0

Sugar 7 1454.0 | 358.0 | 375.0 |449.0 | 428.0
| Vegetable 0il , oo 38.4 ! 42.0! 46.8 | 53.9 | 41.1
] ; j f

Sources:

S N —

AC/89-7P/194 and Hungarian official statistics.
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TABLE 5

AGRICULTURAL PRODUCTION

(Official Statistics)

Gross Agricultural Production
(1956 to 1960 = 100)

1960 1961 1962 1963 1964 1965  1966(preliminary)
104 104 106 111 117 110 115-116
Net Agricultural Output
(1960 = 100)
1938 1961 1962 1963 1964 1965 1966 (prelininary)
100 95 97 102 105 4 102
Physical Outphut _
Thousand netric tons
1961-65 1965 1966
Crons Annual Prelininary
Lverage
Grain 6,638 7,295
Wheat 1,965 2,347 2,200
Rye 259 - 288
- Majze 3,316 3,56:
Barley 966 1,012
Others 132 84
Sunflower Seeds 110 75
Suger Beet 3,090 3,452 3,50C
Potatoes 1,735 1,485 1,00
Maize for green
.fodder and silage - 4,01 4,402
Livestock Products
Meat (dead weight) 612 (1964)
Milk (thousand metric toms) 1,840 1,30
Egzs (millions) 1,996 2,285
Wool (thousand netric tons) 9,8 10.2
Livestock Population
thousands
1961-65
Annual Average March 1966
Cattle 1,339 1,575
of which Cows 801 766
Horses 364 295
Pigs 6,216 53799
Sireep 3,048 3,270
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Utilisation of Land 1965
Total Agricultural area(l) _ Mcadows
Tend Maize Vineyards and ang
Arca Total Arable Grain Wheat (for rrain) Orchards Pastures
Thousand hectares 9,303 6,954 5,084 3,120 1,082 1,218 415 1,304
in % of Total 100 74,3 5445 33.4  11l.6 13,2 445 14,0
(1) Excludes Forests
Stock of llajor Agricultural Machines
Tractor Tractor Grain
- Iractors Tloushs Sowing Machines Conbines
Aa 1960 end year ;41,015 36,549 15,026 4,167

N (129 hectares
arable land
per tractor)

1965 6%, 600 52,000 22,500 8,430
(80 hectares
arable land
per tractor)

Consunption of Fertilisers

Total
Active substance Application of Active Substance
housand tons Eper hectare of arable land
1960 168 31.5
1965 357 7043

NATO CONFIDENTIAL
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Yields (Quintals

annual Averase
innual Average
annual Average
Annual Average

Socialisation in
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Per Hectare)

As percentage of 1950

arable land

Suhflower Sugar

Wheat Rxé Maize for Grain Barley Seeds - Beet -Potatoes
1931~40 13,7 11.2 18.7 1345 203, 4 68.6
1956~G60 15,0 1l.4 23.1 17.9 11,0 212,0 104.6
1961-65 18,6 10,8 26,1 18.7 9.6 246,4 79.1
1965 21.7 11.7 28,2 20.2 Te9 286,11 71.9
Agriculture
: State Parms and Co-operative(l) Private(2) Private(3)
Other State Enterprises Farns Farns “Fiots |
502 ‘Ar'[’i' 8900 104 ro\:
1962 14-'0‘ 69.5 306 1297 i
1965 14.3 707 340 12,1
(1) Houschold plots of co-operative nembers included under
“Private Plots'.
(2) Parms larger than 0.58 hectares owned or leased by
private individuals.
(3) Auxiliary farns (State employees' privateé plots) and
household plots of co~operative nenbers,
NATO CONFIDENTIAL
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TABLE 7

ACIIVE EARNERS BY ECONOMIC BRANCHES(1)

(At the beginning of the year)

(Thousands)

s R TR A ST T T

NATO CONFIDENTIAL

1949 | 1960 | 1964 |

|
t
L

1965

‘Industry

|
%Agriculture

!
[Transport and Communications |
| .

iTrade

gServices )
‘Welfﬂre, Cultural and %
, ‘Health Service )
tlell Service’ g
?Othor %
? Totel:

780,1/1,323,6.1,503.9 1,568.,9

75,6 269,2| 284, 62

287.7

f
2,190,9.1,929,1 1,359 6, 1 530,0

|
162,01 282, o 306,7i

213.3| 314.1i 366,7
133.91 151.3:

| : ;
| 237.4. 297.9,
% 101.5] 106.2'
235, 7g 281.0

311,7
346to
146.7

299.0
104,4
1308.0

1,022 7 4,826,5" 4 857.9: 4 902,4

Kl) Ircludes workers and enployees of the productive and

. non-productive branches,

hone~-workers, Jjuvenile

auxiliary workers and apprentices, working nembers and
employees of agricultural and industrial co-operatives,

unpaid fanily nenrbers working on household plots,

earners in the private seetor of agriculture, as well
as self-enployed craftsmen and retailers and all other

self-enployed persons.

Source: Hungarian official statistics,
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TABLE 8

BREAKDOWN OF GROSS FIXED INVESTMENT(1)

a. BY BRANCHES OF THE ECONOMY (PERCENTAGES) SINCE 1947

"Productive” Sectors "Non-Productive"
Sectors
Housing,
Communal
Services,
Construc- Agricul- Administration
Industry tion ture Transport Trade etc.
1947-49 . 32.7 17.1 20.7 2.4 27.1
1950-54 44.2 2,6 15,8 12.7 2.5 24.2
1955-57 435 1.5 16.8 8.3 3.6 26.3
1958-60 4149 1.9 17.8 12.0 3.5 22.9
1961-65 A2,1 2.3 19.0 11.5 3.4 21.7

b. BY TYPE OF INVESTMENT AND BRANCHES OF THE ECONOMY
(percentages and amounts spent)

1958~60 Average 1965
Million % Million - %
. : Forints Share Forints Share
TOTAL 30,466 100 42,179 100
of which: '
Building 14,794 48.5 19,352 45.7
Machinery and Equipment 12,723 41.8 17,895 42.7
of vhich:
home produced ' T,032 23.1 9,881 23.7
_ _imported S t 5,691 18.7 8,014 19.0
Other 2,949 9.7 4,932 11.6
Industry : 12,732 41.9 17,685 - 42,5
Construction 596 1.9 1,077 2.6
Agricul ture 5,423 17.8 7,348 16.8
Transnort 3,646 12.0 5,192 12.6
Trade 1,091 3.5 1,514 3,6
Housing, Communal Services, -
administration, etc. 6,978 22.9. 9,363 21.9

(1) Socialist sector only. This accounts for practically all
investments in the "Productive" branches. In the "Non-
Productive’ branches, especially housing, there is a
substantial volume of private investment.

Source: Hungarian official statistics.
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c. BREAKDOWN OF INDUSTRIAL INVESTMENT
(percentages and amounts spent)

1958-60 Average 1965

Million % Million %

Forints Share Forints Share
TOTAL 12,73%2 100 17,685 100
Mining ' 2,718 21.2 3,545 20.0
Pover 2,250 17.7 2,390  13.5
Metallurgy 1,244 9.8 1,916  11.0
Engineering 2,392 18.8 2,557 14.5
Building Materials 776 6.1 X 3.9
Chenmicals 1,348 10.6 3,054 17.2
Light Industry : 1,140 9.0 2,176 12.3
Food Processing 864 6.8 1,598 9.1
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TABLE g

HUNGARY: OVERALL TRADE

(United Stetes @ WMillion)
Exports Imjorts) Total
(Coi.fe

6CO.

9 55442 o1
1660 875.9  975.7  1,849.6
1961 1,028.9 ' 1,025.5  2,045.4
1962 1,099, 2 1,148.6  2.247.8
1263 1,205,7 1,305,5 2,511.2
1964 1’551O8 1349405 2,846.3
1965 ly509ﬁ5 '1’52003 3’02 08
TABLE 10. ..
BUNG/RY: REGIONAL TRADE

{United States % Million)

Balance
AR T S

[ T T RS Q'S
[ =
HMOs OR
O WW WO W O
L] . - L] . [ [ ]
00 ~3 004>+ 00—

All inmports c.i.fe.

1960 1961 1962 1963 1964 1965
Total Trade
Exports 87%.9 1,028.8 1,099,2 1,205.7 1,351.8 1,509.5
Imports 9757 1,025.4 1,148.5 1,305.5 1,49446 1,520,3
Total 1,049.6 2,054.2 2,247,7 2,511.2 2,346.4 3,029.8
Balance - 101.8 + 3.4 - 49,3 - 99,9 - 143.8 - 10,8
Trade with USSR
Exports 25644 331.8 391.8 428,0  490.,2 525.4
ILlpOI'tS 302.,9 35643 41607 432,1 497.4 55343
Total 559.3 688,1 808.5 860.1 987.6 1,078,7
Balance ~ 46,5 = 24,5 - 24,9 - 4,1 - Te2 = 2749
Trade with Rest
of bloc
Exports 32945 38146 385.8 417.9 47441 53244
ImpOI“tS 36‘:‘0@ 32900 382.9 44802 48307 46409
Total 69345 72046 7687 866.1 967.8 997.3
Balance - 34,5 + 62,6 + 2.9 - 30,3 - 9.6 + 67,5
Total Trade with
bloc
Exports 585,.9 12344 T777.6 845.9 964.3 1,057.8
Inports 666,9 685,73 799.6 880.73 981.1 1,018.2
Total 1,252,8 1,408,7 1,577.2 1,726.2 1,945.4 2,076,0
Balance - 81,0 + 38,1 - 22,0 = 34,4 - 16.8 + 39,6
Tracde with non-—
loc
ixports 287,8 305,4 %21,6 359.8 387.5 451.7
Imports 308,7 340,11 348.,9 425,3 51%.5 502.1
. Total 506.5 645.5 670.5 785.1 501.0 953%.8
Balance - 20,9 = 34,7 - 27,3 = 65,5 = 126,0 = 50,4
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TABLE 11
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(United States ® Million)

Inports c.i.f.

1560 1961 1962 1963 1964 1965
albania
~ Exports 7T 243 345 1.7 2.1 2.1 2.0
Inports J48 2.8 1.5 2.5 1.8 2.0
Total 6’1 6.3 3.2 4.6 309 4‘0
Balance - 1e5 4+ 047 + 02 = 0.4 + 0.3 -
Bulgaria
Exports 11.8 137 15.0 16.8 16.6 20.3
Inports 13.1 13.7 15.2 14.3 23.9 22.1
Total 24‘.9 27‘4 3002 31.1 4005 42'4
Balance - 103 hond - 0.2 + 2‘5 - 7-3 - 1.8
Czechoslovakia '
Exports 93,9 137.,7 136,9 133,83 149.0 179.3
Inports 111,8 103.4 126,0 150.1 154.6 134,5
Total 205.,7 241,1 262,9° 283,9 303.6 313.8
Balance ~17.9 +34,3 +10,9 =16.3 =~ 5,6 +44.8
Bastern Germany
Exports 100,7 1106.,2 104,8 106.1 121.9 135.1
Inports 1066,8 104,8 117.,1 133,1 133.2 131.2
Total 201,5 215.0 221.,9 239,2 255,1 266,3
Balance - 0al + 544 = 4.8 -29.0 -11.3 + 3.9
Poland - o
Exports 45,5 59,6  70.7 78.% 84.4 105.0
Inports 4G45 58,0 6569 79.6 95.2 88.3 -
Total 850 117.0 137.6 157.9 179.6 193.3
Balance - 4,0 + 1,6 + 3,8 -~ 1.% -=10.8 +16.7 -
Rupania |
EXpOrtS 2558 2969 "5694 33-7 4‘2.1 28.7
Inports 41,5 24.3 3940 36,5  41.5 38.8
Total 673 54,2 7544 70.2 8%.6 69.5
Balance =15.7 + 5,6 = 2,6 = 2,8 + 0.6 ~1C.1
Total Exports 280,0 354.6 365.5 370.8 416.1  470.4
Total Inmports 320.5 307.0 365,7 416.1 450.,2  416.9
Total Turnover
with Eastern -
Europe 600,5 661.6 T31.2 7T86.9 866,3 887.3
Balance with :
Eastern Burope  =40,5 +47.,6 = 0,2 =45.3 -34.1 +53,5
% of Total -
Hungarian Trade 32,4 32,2 36,2 31.3 30.4
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TLBLE 12

HUNGARY: TRADE WITH FAR EAST COMMUNIST BLOC
(United States Fliilion)

Imports c.i.f.

1960 1961 1962 1963 1964 196

China
noa. 1'1.9,. n- -
n.a. Ne2o .

Exports 9
0
9 N.8. Nn.a. n,
9

4
Imports 3
Total i
Balance +

North Korez
Exports 4.6
Imports 3.3
7.9

1.3

L = Oy

Total
Balance +

- N

Mongolia
Eprrts 1
Imports 1
Total - 3
Balance

NN

f\).—\——\_

North Vietnem
Exports ' 2.9
Imports 2.2
Total - ) 5.1
Balénge + 0.7 +

TotaI'Exports '49 3

Total Imports 43.4

Total Trade '
with FB Bioe 92-7 59.9  36.9 3.2 16.1  19.5

%‘of-Total :
Hungarian Trade 5.0 2.9 1.8 0.5 0.6 0.6

NATO CONFIDENTIAL ~32~
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HUNGARTAN TRADE WITH NATO (WESTERN STATISTICS)

United States of
Anierical(l)

Canada(l)

Belgiun -
Luxenburg

Dennark
France

Federal Republic
of Germany

Greece

Iceland

Italy

Netherlands.

Norway

Portugal

Turkey

United Kingdon
Total NATO

=

(United Stotes g Millicn)

1964 1965

HUNGARTAN EXPORTS TO NATO
1961 1962 1963
2,04 1,68 1.56
0436 0.356 0.48
4,08 4,68 5.76
2,76 4,20 5.16
6496 8,16 10,92
47,16 48,60 57.95
5016 588 8.16
haad 002,4‘ 0'36
17.52 23,16 49,44
672 6.60 9.24
1,92 2,16 3,48
0.12 0el2 0.36
44352 4,56 7.44
11.88 13,32 16,20
111,00 123,72 176,52

1.68 2,04
C.73 1l.44
T.44 7.80
6.84 6.72
11.76 15.96
61.80 71.88
8.10 9,61
0.24 0.36
42.84 51.72
12.24 12,60
5.04 3.72
0.12 0.36
4,68 9.24
20.52 -19.08
184.03 212.53

b. HUNGARIAN IMPORTS FROM NATO (WESTERN STATISTICS)

United States of
Anerica

\“Canada

Belgiun -
Iuxenburg

Dennark
France

Federal Republic
of Germany

1.20 0.8 17,28
0.60 036 0.36
8.88 8404 9.36
2,78 276 3.60
21.36 27,90 40.20
50.76 49,56 63.24

13.68 9.24
1.80 7.80
12,24 10.92
4.20 6.74
24424 20,76
75.80 76.68

(l) fe0ebe

NATO CONFIDENTILT
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1961 1962 1963 1964

Greece . - 6612 6,48 6,12 8.06
Iceland - 0.24 0.36 0.24
Italy . 22,32 23,40 26,76 32,04
Netherlands 9.12 10,08 11.88 13.68
Norway 1,68 2,28 3460 3,84
Portugal Ga24 0,48 0.84 0.84
Turkey 3.84 3,96 2.76 6.84
United Kingdon 16,44  19.56 21.00 24,72

Total NATO 144484 156,60 207,36 220,22

TOTAL HUNGARIAN TRADE WITH NATO
(United States % Million)

1061 1962 1963 1964

Exports to NATO  111.60 123,72 176.52 184,03
Inports from NATO 144.84 156.60 207.36 220,22

‘Total : 255.84 280,32 383.88 404,25

Balance -33,24 =3%2,88 =30.84 -36,19
% of Total - ‘

Hungarian Trade 12.4 12.5 15.3 14.2

NATO CONFIDENTIATL ~34-
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37420
10,80
' 5.52
0.96
10,92
21,60

225,80

1965
212,53
225.80
438433

14.5
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HUNGLRIAN TRADE WITH OTHER INDUSTRIAL YESTERN COUNTRIES

(United States # WMillion)

a. HUNGARI/LN EXPORTS (WESTERN STATISTICS)

Austria
Finland-
Japan
SWédeﬁ
Switzerland

Total

Austria
Finland
Japan
Sweden.
Switzerland
Total

Balance

NATO CONFIDENTILL

69.61

42.40 7.

1961 1962 1963 1964 1965
21.02  30.16 32,63 27.05 31.30
3.80  5.28  5.09 7.75  5.08
0.66  0.25  0.41  0.64  0.43
6.29  6.82  8.97 10.88 12.60
10,17  11.38  15.38 19,71  20.20
41.94  53.89  62.48 66.03
b. HUNGARIAN IMPORTS
26,09 28,24 38.10  43.25
4.20  2.85  4.83  8.49  7.63
1.15  1.98  2.55 4,00  2.26°
5.61 5.18 11.03 10.58 9.47
7.98  8.05  8.13 10.56  11.29
45.03 46,30 64.64 75.83  73.05
- 3.0 + 7.5 =-2.1 - 10.85 - 3.44
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TABLE 15

COMMODITY DISTRIBUTION OF HUNGARIAN TRADE

a. COMMODITY DISTRIBUTION, 1960 TO 1965

.. Inports Exports
1958 16.8 35.8
1959 25.5 34.6
1960 27.8 38,0
1961 2545 Machinery and 3762
1962 - 30.0 Equipnent 3642
1963 30,2 ' 34,1
1965 2841 32.7
1960 58.9 Fuels, raw 23%.6
19561 59,1 materials and 22.5
1962 55.7 seni-finished 22.3
1563 547 . . products 227
1964 57,0 - - - oL 24.9
1965..: 57.0 : : 23.9
1960 5.0 Industrial 17.8
1961. . 4.8 consuner 20.6
1962 4G goods 21.8
1963 5e2 20.1
1964 5¢2 20,1
1965 563 21.3
1960 Be3 20,6
1961 10,6 Foodstuffs 19.7
1962 9.6 19.7
1963 9.9 25.1
1964 8eb 21.1
1965 9.6 22.1

NATO. CONFIDENTIAL -6
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DISTRIBUTION 1938 AND 1965

b. COMMODITY

(percentages)

Inports i Exports
1938] 1965 | 1938 | 1965
Machinery, equipment,
instrunents 10,61 28,1 9.3 32.7
Industrial consurer goods 8.8 5.3 10.2 21,3
Raw materials and semi- ! | | ‘
finished goods 7%2.1! 57,0 23,5 23.9
of whichs
Fuels, nminerals, netals 2243 27,5 8.2 | 14.5
Chenicals, basic materials
for and products of the
rubber industry,
fertilisers 11.,5) 10.0 1.8 3.5
Industrizal raw naterials
of vegetable and animal
Origin 38e5 1844 12.9 | 5.1
! A |
Pocdstuffs and raw materials !
for the food industry ! Te5 9.6 57.0 22,1
i i ! !
+100,01:100,0 :100.0 :100.0
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